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COMMITTEE REPORT 

SENATE

FURTHER: FINANCE

Mr, P r e s i d e n t  

The Committee on

1/20/86

HESS

Da t e  o k  ~ C () " & ) (£ )

c o n s id e r e d  ^51
r e l a t i n g  uo r e t i r e m e n t  o f  school  c o n s t r u c t i o n  deb t ;  e fd .

and (a  m a j o r i t y  o f  th e  committee)  ( t h e  committee)  r e p o r t s  i t  back w i th  
the  fo l lo w in g  recommendations:

do pass

do pass  w i th  a t t a c h e d  amendment(s)

r e p l a c e  w i t h / o r  adop t  CS f o r  _______________________________________
new t i t l e
same t i t l e  and recommends _____________________________

]

and a t t a c h e d  a "LETTER OF INTENT" 

r e p o r t s  i t  back w i th o u t  recommendation 

recommends r e f e r r a l  to

[ ] NEW FISCAL NOTE

Committee

MEMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF LAW

OFF ICE OF THE ATTORNEY GENERAL

February 20, 1986

The Honorable E e t ty e  Fahrenkamp 
Alaska S t s t e  Senate 
P.O. Box V 
Juneau ,  AK 99811

REPLY TO:

□  1031 W 4th A VENUE 
SUITE 200
ANCHORAGE, ALASKA 99501 
PHONE: 19071 276-3550

□  1st NATIONAL CENTER 
Wu CUSHMAN ST.
SUITE 400
i 'AIRBANKS, ALASKA 99701 
PHONE: 19071 452-1568

^  .0 .  Box K
JUNEAU, ALASKA 99811 
PHONE: (907) 465-3600

465-3603

Re: SB 351
AS 1 4 .1 1 .1 0 0 (k)

Dear Sena to r  Fahrenkamp:

P lease  excuse my delay in  responding  to  your l e t t e r  of 
February  8, 1986. I  did no t  r e c e iv e  i t  u n t i l  February  18.

You have in q u i r e d  re g a rd in g  th e  i n t e r p r e t a t i o n  given to 
AS 1 4 .1 1 .1 0 0 (k) which r e s u l t s  in th e  r e d u c t io n  o f  th e  amount 
re im bursed  f o r  debt r e t i r e m e n t  by th e  amount of  i n t e r e s t  earned 
on bond proceeds which i s  app l ied  to  the  c o s t s  o f  the  p r o j e c t ,  
the  payment o f  accrued  i n t e r e s t ,  bond redem ption ,  or the  co s ts  of 
the bond s a l e ,  excep t  in  the  case o f  c o s t  overruns  which a re  
u n fo re s e e a b le  or  unavoidable  under p ru d en t  management. This 
i n t e r p r e t a t i o n  has been p la ced  in  r e g u l a t i o n s  found a t  4 AAC 
31.058.

These r e g u l a t i o n s  are  the  r e s u l t  o f  c o n s t ru in g  the 
p r o v i s io n s  o f  AS 1 4 .1 1 .1 0 0 (k) as w e l l  as o th e r  p r o v i s io n s  of  
AS 14 .11 .100 .

AS 1 4 .1 1 .1 0 0 (k) r e q u i r e s  m u n i c i p a l i t i e s  to  spend the 
i n t e r e s t  earned on proceeds o f  bond s a l e s  f o r  s p e c i f i c  i tems of 
expense r e l a t i n g  to  th e  c o n s t ru c t io n  o f  a school  f a c i l i t y .  The 
repayment o f  a l l  or  a p o r t io n  of t h e s e  i tems of  expense has the 
p r a c t i c a l  e f f e c t  of  reduc ing  the amount o f  money owed on the  debt 
o b l i g a t i o n s .

AS 1 4 .1 1 .1 0 0 (a)5)(A) p rov ides  t h a t  the  s t a t e  w i l l  re im­
bu rse  up to  80 p e rc e n t  o f  the  cos ts  o f  school  c o n s t r u c t i o n  fo r  
p r o j e c t s  approved by the  Department o f  Educa t ion .  Under 
AS 1 4 .1 1 .1 0 0 (k) i n t e r e s t  money may on ly  be spen t  in  ways which 
reduce the  o u t s t a n d in g  debt o b l ig a t io n s  a r i s i n g  from the  c o s t s  of
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s c h o o l  c o n s t r u c t i o n ,  o b l i g a t i o n s  w h i c h  w i l l  be  r e i m b u r s e d  by, the 
state.

In o u r  i n t e r p r e t a t i o n  o f  the p r o v i s i o n s  o f  
A S  1 4 . 1 1 . 1 0 0 ,  i f  t h e r e  is n o  r e d u c t i o n  o f  the a m o u n t  the state 
w i l l  r e i m b u r s e  b y  t h e  a m o u n t  of t h e  i n t e r e s t  e a r n e d  o n  b o n d  
p r o c e e d s ,  t h e  s t a t e  w i l l  p a y  m o r e  t h a n  80 p e r c e n t  o f  the 
o u t s t a n d i n g  d e b t  o b l i g a t i o n s .  T h i s  r e s u l t  is n o t  i n t e n d e d  b y  the 
s t a t u t e  as e v i d e n c e d  b y  its language.

S i n c e r e l y  yours,

H A R O L D  M. B R O W N
A T T O R N E Y  G E N E R A L

By:

A s s i s t a n t  A t t o r n e y  G e n e r a l

W F C : p r m



Siafifea is>tate legislature
BETTYE FAHRENKAMP, Chairman 
ARLISS STURGULEWSKI, Vice Chairman 
JOEJOSEPHSON 
PAUL FISCHER
EDNA ARMSTRONG-DE VRIES

Senate Committee on 
J^ealtf), Cbucatton ants foetal i§>eriHces

TO: Members, Senate Committee on Health, Education and
Social Servicss

FROM: Coramittee Staff

RE: SB 3 5 1

DATE: February 2 2 , 1 9 8 6

As you w i l l  r e c a l l ,  at our comiaittee hearing on SB 3 5 1 , regarding 
regulations adopted by the State Board of Education ea the use 
of in terest earned on school construction bonds, the Department's 
representative te s t i f ie d  that the attorney general had reviewed 
the le g i s la t i v e  h isdtry o£d found the regulation to be consistent 
with ex isting  law. Pursuant to that testimony, we d id  request 
information foom the attorney on his determination. That infor­
mation is  attached.

p o u c h v
STATE CAPITAL 

JUNEAU, ALASKA 99811 
(907) 465-3834 
(907) 465-3762



SENATE H.E.S.S. COMMITTEE, FEBRUARY 6 , 1 9 8 6

SB 3 5 1  RELATING TO RETIREMENT OF SCHOOL CONSTRUCTION DEBT. (P. FISCHER) 

WOULD PROHIBIT THE STATE BOARD OF EDUCATION FROM ADOPTING A SPECIFIC 

REGULATION REGARDING USE OF INTEREST EARNED ON SCHOOL CONSTRUCTION 

BONDS (REQUIRING THAT THE AMOUNT OF REIMBURSEMENT FROM THE STATE 

BE REDUCED BY THE AMOUNT OF INTEREST EARNED). WE OPPOSED PUTTING

THIS PROVISION IN STATUTE LAST YEAR AND SUBMITTED FORMAL COMMENTS

OPPOSING THE REGULATION TO THE GOVERNOR THIS FALL.

ISSUES;

-  NONCOMPLIANCE WITH LEGISLATIVE INTENT

-  ECONOMICS. EXAMPLE: $ 3 0 0  MILLION IN BONDS AT 1 0 % INTEREST EARNS

$ 3 0  MILLION. UNDER THE REGULATION, THE STATE WOULD

GET $ 2 4  MILLION OF THIS ( 8 0 %) THAT WOULD OTHERWISE

REMAIN IN THE MUNICIPALITIES.

NOTE:

THE DEPT. ADMINISTRATION IS IN THE PROCESS OF DEVELOPING REGULATIONS 

TO REQUIRE THAT INTEREST EARNED ON ANY STATE GRANT MONIES BE RETURNED 

TO THE STATE OR, WITH THE ADMINISTRATION'S O.K., SPENT ON PROJECT COSTS. 

HB 5 2 0 , INTRODUCED BY THE GOVERNOR LAST WEEK, WOULD PUT DEPT.

EDUCATION'S REGULATORY LANGUAGE IN STATUTE.

SEPARATION OF POWERS:

ART PETERSON, ' ITORNEY GENERAL'S OFFICE, SAYS LANGUAGE IN SB 3 5 1  

WOULD LIKELY WITHSTAND A COURT CHALLENGE. HOWEVER, HE RECOMMENDS THAT 

RATHER THAN SAYING THE DEPT. CAN'T DO SOMETHING, WE AMEND THE SCHOOL 

CONSTRUCTION STATUTE TO BE MORE CLEAR ON THE USE OF INTEREST.

" 7 0 '
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Register , EDUCATION 4 AAC 31.011

4 A A C  31. 0 1 1 ( b ) ,  ( c ) , (d) and (e) are p r o p o s e d  for a d o p t i o n  as 
follows:

(b) The cost of planning, de s i g n  and c o n s t r u c t i o n  of a 
f a c i l i t y  w i l l  be a p p r o v e d  for debt r e t i r e m e n t  when:

(1) it can be v e r i f i e d  b y  the d e p a r t m e n t  that the 
e n r o l l m e n t  of a d i s t r i c t  or an a t t e n d a n c e  area w i t h i n  a d i s f  
wi l l  r e a c h - d e s i g n - c a p a c i t y - w i t h i n  two years?

(2) the s i t u a t i o n  ca n n o t  be r e a s o n a b l y  r cl ^  
a d j u s t i n g  the boundaries- of the a t t e n d a n c e  areas and t r a n s p o r t i n g  
the c h i l d r e n  to n e a r b y  schools; and

(3) it can be d e m o n s t r a t e d  by  c o m m o n l y  a c c e p t e d  d e m o­
graph i c  techniques, l o g i c a l l y  a p plied, that the n e w  f a c i l i t y  w i l l  
ree<dr and stisfaxn desTgrr-enrotlment w i t h i n  five year's of the 
a n t i c i p a t e d  o c c u p a n c y  date.

(c) R e q u e s t s  for n e w  f a c i l i t i e s  u n d e r  AS 1 4 . 1 1 . 0 1 0  or debt 
r e t i r e m e n t  u n d e r  AS 1 4 . 1 1 . 1 0 0  m u s t  c o n t a i n  d o c u m e n t e d  evidence, 
a c c e p t a b l e  to the d e p a r t m e n t ,  s u p p o r t i n g  the following:

(1) e n r o l l m e n t  p r o j e c t i o n s  b a s e d  u p o n  the a v e r a g e  s u r­
viva l  m e t h o d  or an e q u i v a l e n t  m e t h o d o l o g y  o f f e r i n g  equal 
validity;

(2) o t h e r  d e m o g r a p h i c  i n f o r m a t i o n  p r e p a r e d  b y  the d i s­
trict, m u n i c i p a l i t y ,  the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  
Affairs, the D e p a r t m e n t  of T r a n s p o r t a t i o n  and P u b l i c  Facili t i e s ,  
the D e p a r t m e n t  of Labor, the D e p a r t m e n t  of Revenue, or o ther 
state or f e d e r a l  a g e n c i e s  w h i c h  h a v e  p r e p a r e d  d e m o g r a p h i c  i n f o r­
ma t i o n  on the a t t e n d a n c e  area; or

(3) any a d d i t i o n a l  i n f o r m a t i o n  s u p p o r t i n g  the e n r o l l­
me n t  p r o j e c t i o n ,  including, b u t  not l i m i t e d  to e c o n o m i c  and 
social c o n d i t i o n s  e f f e c t i n g  local g r o w t h  patterns, sch o o l  and 
p r e s c h o o l  census, a n d  b u s i n e s s  or i n d u s t r i a l  f o r e c a s t s  i n d i c a t i n g  
i n c r e a s e d  p o p u l a t i o n  growth.

(d) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of s u b s e c t i o n s  (b) and
(c) of this section, the cost of  planning, d e s i g n  a n d  c o n­
stru c t i o n  for a n e w  f a c i l i t y  or the repair, r e h a b i l i t a t i o n  or 
r e m o d e l i n g  o f  an e x i s t i n g  f a c i l i t y  w i l l  be a p p r o v e d  for debt 
r e t i r e m e n t  u n d e r  the p r o v i s i o n s  of AS 14.11 . 1 0 0  when:

(1) a c o n d i t i o n  exists w h i c h  is in v i o l a t i o n  of one or 
m o r e  of the n a t i o n a l l y  r e c o g n i z e d  b u i l d i n g  codes,' fire codes,

- 1 -



Register , EDUCATION 4 AAC 31.055

h e a l t h  o r  safety- codes-; o r  state- or- f e d e r a l  s t a t u t e s  or 
r e g u l a t i o n s ;

(2) the c o n d i t i o n  is v e r i f i e d  b y  a m e a n s  a c c e p t a b l e  to 
the department;

(3) a c o n d i t i o n  exists which, if u n a b a t e d ,  m a y  r e q u i r e  
that the f a c i l i t y  cease b e i n g  u s e d  to p r o v i d e  the e d u c a t i o n a l  
p r o g r a m  or in s u p p o r t  of the e d u c a t i o n a l  program; and

( 4) the m e a n s  s e l e c t e d  b y  the d i s t r i c t  to cure the 
v i o l a t i o n  is the m o s t  co s t  e f f e c t i v e  method.

(e) N o t w i t h s t a n d i n g  the o t h e r  p r o v i s i o n s  o f  this s e c t i o n  
the d e p a r t m e n t  m a y  in its d i s c r e t i o n  a p p r o v e  the p l a n n i n g ,  d e s i g n  
and c o n s t r u c t i o n  of a facility, as d e f i n e d  in 4 AAC 
3 1 . 0 9 0 ( 1 0 ) (B) , for debt r e t i r e m e n t  w h e n  the p r o j e c t  is in the 
best interests of the s t ate and the school district. (Eff. 
12/2/83, Reg. 88; a m  / / , Reg. )

Aut h o r i t y :  AS 14.07 , 0 6 0
AS 1 4 . 1 1 . 0 1 0  
AS 1 4 . 1 1 . 0 2 0  
AS 1 4 . 1 1.100 
AS 1 4 . 1 1 . 1 0 2

4 AAC 31.055 is p r o p o s e d  for a d o p t i o n  as follows:

4 AAC 31.055. C R I T E R I A  F O R  A M O U N T S  A L L O W E D  F O R  D E B T  R E T I R E­
MENT. (a) A f a c i l i t y  w i l l  b e  a p p r o v e d  for debt r e t i r e m e n t  u n d e r  
AS 14.11 . 1 0 0  for p l a n n i n g ,  design and c o n s t r u c t i o n  p r o v i d e d  the 
pr o ject m e e t s  the r e q u i r e m e n t s  e s t a b l i s h e d  in 4 A A C  31.011 and 
the r e q u i r e m e n t s  of this section.

(b) A f a c i l i t y  to h ouse and s u p p o r t  the e d u c a t i o n  p r o g r a m  
m u s t  m e e t  the f o l l o w i n g  criteria:

(1) the g u i d e l i n e s  e s t a b l i s h e d  in 4 A A C  31.020;

(2) n o n  a s s i g n a b l e  s p ace m a y  not e x c e e d  25 p e r c e n t  of 
the total space, t h o u g h  the d e p a r t m e n t  m a y  in its d i s c r e t i o n  
grant a v a r i a n c e  of up to 35 p e r c e n t  o f  total s p ace in small 
schools in r e m o t e  areas w h e r e  it can be d e m o n s t r a t e d  that the 
v a r i a n c e  is in the be s t  i n t e r e s t  of the s t ate and the district; 
and

(3) a s s i g n a b l e  space m u s t  be  u s e d  for e d u c a t i o n a l  p u r­
p o s e s  at least 75 p e r c e n t  of the s c h e d u l e d  school day.

-2-
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(c) The d e p a r t m e n t  m a y  in its d i s c r e t i o n  ei t h e r  deny a 
r e q u e s t  for debt r e t i r e m e n t  u n d e r  the p r o v i s i o n s  of AS 1 4 . 1 1.100 
or limit its a p p r o v a l  to the costs for a f a c i l i t y  w h i c h  com p l i e s  
w i t h  the p r o v i s i o n s  of this section.

(d) The costs of p l a n n i n g ,  design, or c o n s t r u c t i o n  of an 
o t h e r w i s e  a p p r o v e d  f a c i l i t y  are n o t  e l i g i b l e  for debt r e t i r e m e n t  
if they are i n c u r r e d  for o r  a rise out of:

(1) costs"'of“ch a h g e  or'ders, c o n t r a c t  a m endments, c o n­
tract o r ' s  claims, or o t h e r  m o d i f i c a t i o n s  w h i c h  e n l a r g e  the scope 
of the p r o j e c t  or i n c r e a s e  the total cost of its b u d g e t  ov e r  the 
l e s s e r  of the amount a p p r o v e d  by the v o t e r s  at the b o n d  election, 
the amount a p p r o v e d  b y  the d e partment, or the c o n t r a c t  amount, 
e xcept for u n a v o i d a b l e  or u n f o r e s e e a b l e  c i r c u m s t a n c e s  u n d e r  p r u­
dent m a n a g e m e n t ;  or

(2) the cost of r e p a i r i n g  or r e p l a c i n g  items not 
essential to o p e r a t i o n  of the p h y s i c a l  p lant or n o r m a l l y  
s c h e d u l e d  for r o u t i n e  m a i n t e n a n c e  or replacement.
(Eff. / / / , Reg. )

A u t h o r i t y :  AS 14.07.060
AS 14.11 . 1 0 0

4 AAC 31.057 is p r o p o s e d  for a d o p t i o n  as follows:

4 AAC 31.057. A P P R O V A L S ,  A L L O C A T I O N S ,  D I S A L L O W A N C E  OF 
COSTS, AUDITS, AND APPEALS. (a) A p r o j e c t  a p p r o v e d  for debt 
r e t i r e m e n t  for planning, design, and c o n s t r u c t i o n  is s u b j e c t  to 
r e v i e w  and a p p r o v a l  for site s e l e c t i o n  and a c q u i s i t i o n  u n d e r  the 
p r o v i s i o n s  of 4 AAC 31.025, and the c o n s t r u c t i o n  p lans are s u b­
ject to r e v i e w  and a p p r o v a l  u n d e r  the p r o v i s i o n s  of 4 A A C  31.030 
and 040.

(b) A school d i s t r i c t  m a y  u n t i l  O c t o b e r  15 of ea c h  y e a r  
s u b m i t  to the d e p a r t m e n t  a r e q u e s t  for an a l l o c a t i o n  of money- for, 
b o n d  p a y m e n t s  .eligible f o r  d e b t  r e t i r e m e n t  u n d e r  AS 1 4 . 1 1 . 1 0 0  for' 
the f o l l o w i n g  fiscal y e a r  as p r o v i d e d  u n d e r  4 AAC 31.060(e). 
F a i l u r e  to submit a r e q u e s t  for a n  a l l o c a t i o n  b y  O c t o b e r  15, 
shall r e s u l t  in the de n i a l  of an a l l o c a t i o n  of m o n e y  for 
o t h e r w i s e  e l i g i b l e  b o n d  p a y m e n t s  n o t w i t h s t a n d i n g  that a l l o c a t i o n s  
h a d  b e e n  made for p r e v i o u s  years.

(c) The d e p a r t m e n t  in its d i s c r e t i o n  m a y  deny, or limit the 
r e i m b u r s e m e n t  for costs a s s o c i a t e d  w i t h  a f a c i l i t y ' s  c o n­
struction, w h e n  the f a c i l i t y  fails to m e e t  the r e q u i r e m e n t s  of 4
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A A C  31.020 or 4 A A C  3 1 . 0 5 5  or w h e n  u p o n  audit the costs are 
e x c e s s i v e .

(d) AIlT p r o j e c t s  a p p r o v e d  for debt r e t i r e m e n t  w h i c h  exceed* 
$300 ,000" are-subj ect to auditr. T h e s e  audits w i l l  b e  p e r f o r m e d  by 
the d i s t r i c t ' s  a u d i t o r  a n d  s u b m i t t e d  on forms p r e s c r i b e d  b y  the 
depart m e n t .  N o t h i n g  in this s u b s e c t i o n  p r e c l u d e s  the d e p a r t m e n t  
in its d i s c r e t i o n  f r o m  a u d i t i n g  a p r o j e c t  at any time.

(e) In the e v ent that the d e p a r t m e n t  denies or li m i t s  r e i m­
bu r s e m e n t  of costs, the d i s t r i c t  m a y  ap p e a l  the d e c i s i o n  in 
a c c o r d a n c e  w i t h  the p r o v i s i o n s  of 4 A A C  40.020 t h r o u g h  4 A A C  
40.050. (Eff. / / / Reg. )

A u t h o r i t y :  AS 14.07.060
A S  1 4 . 1 1.100

4 AAC 31.058. U S E  O F  I N T E R E S T  E A R N E D  ON BO N D  PROCE E D S .  (a) 
I n t e r e s t  on p r o c e e d s  of b o n d s  a p p r o v e d  by  m u n i c i p a l  v o t e r s  b e f o r e  
J u l y  1, 1985 a n d  so l d  a fter J a n u a r y  1, 1986 and all b o n d s
a p p r o v e d  b y  m u n i c i p a l  v o t e r s  a f t e r  Ju l y  1, 1985 for w h i c h  debt
r e t i r e m e n t  u n d e r  AS 1 4 . 1 1 . 1 0 0  is sought m a y  on l y  be u s e d  to:

(1) p a y  the costs of the project;

(2) pay a c c r u e d  i n t e r e s t  on the b o n d  issue;

(3) r e d e e m  all or p a r t  of the bonds; or

(4) p a y  the costs of the b o n d  sale.

(b) If the m o n e y  e a r n e d  as i n t e r e s t  on the p r o c e e d s  of 
bonds is u s e d  to p a y  the costs of the project, then the a m o u n t t 
f o r  wh± ch"debtr'retirementr is a l l o w e d  w i l l  be  r e d u c e d  b y  that 
amount. *

(c) If the m o n e y  e a r n e d  as i n t e r e s t  on the p r o c e e d s  of 
b o n d s  is u s e d  to p a y  a c c r u e d  interest, r e d e e m  all or p a r t  of the 
bonds, or p a y  the costs of the b o n d  sale; then the a m o u n t  for 
w h i c h  debt r e t i r e m e n t  is a l l o w e d  w i l l  be r e d u c e d  b y  that amount.

(d) T h e  a c c o u n t s  in w h i c h  the p r o c e e d s  of b o nds are p l a c e d  
are s u b j e c t  to a udit u n d e r  the p r o v i s i o n s  of 4 A A C  31 . 0 5 7  and the 
d i s t r i c t  shall report, on forms p r e s c r i b e d  b y  the d e p a r t m e n t ,  the 
use to w h i c h  the m o n e y  is put. (Eff. / / , Reg. )

Au t h o r i t y :  AS 14.07.060
AS 14.11 . 1 0 0

-4-



R e g i s t e r  , E D U C A T I O N  A AAC 31.060
A AAC 31.090

A AAC 31.060(e) is p r o p o s e d  for a m e n d m e n t  as follows:

(e) A  r e q u e s t  for an a l l o c a t i o n  for debt r e t i r e m e n t  u n d e r  
AS 1A.11 . 1 0 0  mu s t  be  s u b m i t t e d  on a f o r m  p r e s c r i b e d  b y  the 
commis s i o n e r ,  and mu s t  b e  r e c e i v e d  by  the d e p a r t m e n t  not later 
than 0<rtobeTT'T5"'of t h e ' f i s c a l  y e a r  p r e c e e d i n g  the fiscal y e a r  in 
w h i c h  reimbursement" w i l l  b e  sought. 'A school d i s t r i c t ' s  c l a i m  
u cL c o n t a i n  at least the following:

(1) b o n d  sale date or p r o p o s e d  b o n d  sale date;

(2) b o n d  r e d e m p t i o n  schedule;

(3) e d u c a t i o n  f a c i l i t y  p o r t i o n  of the bond;

(A) d e p a r t m e n t ' s  p r o j e c t  a p p r o v a l  number;

(5)
schedule; and

debt p a y m e n t  s c h e d u l e  or e s t i m a t e d  debt s e r v i c e

(6) c e r t i f i c a t i o n  as to a c c u r a c y  of c l a i m  b y  a b o n d e d  
o f f i c i a l  of the m u n i c i p a l i t y .  (Eff. 3/1/78, Reg. 65; am 
2/2A/83, Reg. 85; a m  12/2/83, Reg. 88; am  / / / , Reg. )

Aut h o r i t y :  AS 1 A .07.020(10) and (11) 
AS 1 A . 07.060 
AS 1 A . 11.010 
AS 1A.11.100

A AAC 31.090(10) is p r o p o s e d  for a d o p t i o n  as follows:

A AAC 31. 090. DEF I N I T I O N S .

(10) "faci’iity" ineians for the p u r p o s e s  of debt r e t i r e­
me n t  m e a n

(A) the b u i l d i n g s  and g r o u n d s  n e e d  to h o u s e  and 
s u p p o r t  the e d u c a t i o n a l  program; or

-5-



Register EDUCATION 4 AAC 31.090

(B) the b u i l d i n g s  and g r o u n d s  n e e d e d  to p r o v i d e  a 
c e n t r a l i z e d  s u p p o r t  s e r vice w h i c h  is r e q u i r e d  to affect an 
e f f i c i e n t  and cost e f f e c t i v e  o p e r a t i o n  of the d i s t r i c t ' s  
e d u c a t i o n  program.

(Eff. 3/1/78, Reg. 65; a m  6/9/83, Reg. 86; a m  12/2/83, Reg. 88)

A u t h o r i t y :  AS 14.07.020
AS 14.07.060 
AS 14.11 . 0 1 0  
AS 14.11.020 
AS 14.11.100

- 6 -



14 11 ]<"' A l a s k a  S t a t u t e s  S u p p l e m e n t >s 14.11.100

• ••.:: (■:.> 1:1:1% nut oe made for costs that are incurred under a 
■ v.r.sct me contract has been released.

. • .• »:.,n- m;iv not allocate money to a municipality for a school
- -- prelect under iaii5) of this section unless the municipal-

............u ;he requirements of < 1 • — <4> of this subsection and
 .... . approved by the commissioner before the local vote on

tHind issue for the project. In approving a project under this 
-uti^ction. the commissioner shall require

; ihe municipality to include on the ballot for the bond issue the 
i-umaied total cost of each project including estimated annual 
operation and maintenance costs and the estimated amounts that will 
be paid by the state and by the municipality;

i2 i that the bonds may not be refunded unless the annual debt 
service on the refunding issue is not greater than the annual debt 
sendee on the original issue;

(3) that the bonds must be repaid in approximately equal annual 
principal payments or approximate equal debt service payments over 
a period of at least 10 years:

(4) the municipality to demonstrate need for the project by estab­
lishing that the school district has

i A) projected long-term student enrollment that indicates the 
district has inadequate facilities to meet present or projected enroll­
ment; or

(B) facilities that require repair or replacement in order to meet 
health and safety laws or regulations or building codes.

TRTAn amount equal to the interest earned on the investment of the 
proceeds of bonds issued for a school construction project shall be used 
by the municipality to

(1) pay the costs of the project;
12) pay accrued interest on the bond issue:
(3) redeem all or part of the bonds: or
(4i pay the costs of issuing the bonds. (§ 1 ch 249 SLA 1970: am § 1 

ch 93 SLA IS 71: am § 2 ch 137 SLA 1972: am $ 1 ch 28 SLA 1973: am
§ 47 ch 127 SLA 1974: am $8 1 — 3 ch 120 SLA 1977: am §§ 12.17 ch 
147 SLA 1978: am § 25 ch 168 SLA 1978: am §§ 8 — 10 ch 92 SLA 
1982; am S§ 1 — 3 ch 82 SLA 1983; am § 47 ch 6 SLA 1984; am § 1-5 
ch 78 SLA 19851

R e v is o r’s n o te s . — E nacted as AS 
43.IS .100. R enum bered in 1983.

C ro ss  re fe re n c e s . — For p resen t pro­
visions of form er subsection (gj of th is 
section, see AS 14.11.135(31.

E ffec t o f  a m e n d m e n ts . — The 1982 
am endm ent, su b stitu ted  "a m unicipality

th a t"  for "an organized borough or a  city 
which" in the introductory language of 
subsection <a». su b stitu ted  "the m unicipal­
ity" for "the borough or city” in p a ra ­
graphs (11. i2)iA i and ' B >. and <3XAt and 
< Bt. substitu ted  ”90 percent” for "SO per­
cen t” in the introductory  language of

parag: 
before 
<3’i A'
The a: 
r2< of? 
the bt 
appiic. 
to tax, 
and ad 

The 
ib'141. 
langua 
qualifi' 
Ju ly  I- 
Ju ly  1 
end of 
also a t 
tion tj'

The
subsect
sioner'

The 
1985. 
parr gri 
"and 
change, 
subsect

Sec 
evalu, 
reque: 
in Ac 
14.11. 
no lat 
which

E ffet
SLA 19 
Ju ly  1.

E d itt 
SLA 19 
of th is  i

Sec 
accou 
establ 
under 
school 
project 
commi 
other: 
1978)

R evis
43.13.10
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Senate Committee on 
Jlealtf), education anb Social ^erbices

October 7 , 1 9 8 5

The Honorable William Sheffield 
Governor, State of Alaska 
Pouch A
Juneau, Alaska 9 9 8 1 1  

Dear Governor Sheffield:

As you are aware, last session the Senate Committee on Health, 
Education and Social Services developed SB 5 1 , which proposed to revise 
the State's current system of financing public school construction. The 
basic intent of the legislation was twofold: to provide an increased
level of State support to municipaliuias for school construction and to 
control the State's expenditure for scnools by limiting the number and 
type of projects in which the State would participate. The HESS 
Committee Substitute was developed by working with your office and the 
Office of Management and Budget, and incorporated many of your 
recommendations for cost containment. However, as you are also aware, 
the b ill  that reached final passage and was signed into law (Chapter 7 8 , 
SLA 8 5 ) differed substantially from the HESS proposal; in short, many of 
the cost containment provisions were rejected by the Legislature.

The State Board of Education recently adopted emergency regulations 
to implement Chapter 7 8 ; proposed permanent regulations are now out for 
public comment. I would like to call your attention to the proposed 
provision governing the use of interest earned on bond proceeds.

Proposed 4  AAC 3 1 . 0 5 8 (a) limits the use of interest to paying the 
costs of the project, paying accrued interest on the bond issue, 
redeeming a ll or pert of the bonds, or paying the costs of issuing the 
bonds, as outlined in Chapter 7 8 . However, 3 1 . 0 5 8 (b)-(c) proposes a 
reduction in the amount of state reimbursement to municipalities based 
on the amount of interest earned. This concept was considered by the 
Legislature and expressly rejected; including the provision in the



Governor Sheffield 
October 7 , 1 9 8 5  
Page 2

permanent regulations is clearly counter to legislative intent. It is 
therefore my reccirmendation that proposed 4  AAC 3 1 . 0 5 8 (b)-(c) be 
dropped.

I appreciate your attention to this matter.

Sincerely,

Eettye Fahrenkaitp 
Chairman

cc: Ccnrrussioner Reynolds, Department of Education
Dotty Sparks, Office of Management and Budget 
Ernestine Griffin, President, State Beard of Education

BF/ss



S E N A T E  H E A L T H ,  E D U C A T I O N  A N D  S O C I A L  S E R V I C E S  
S T A N D I N G  C O M M I T T E E  
F e b r u a r y  6, 1 9 8 6  

1:42 P.M.

M E M B E R S  PRESENT:

S e n a t o r  B e t t y e  F a h r e n k a m p ,  C h a i r m a n  
S e n a t o r  E d n a  D e V r i e s  
S e n a t o r  P a u l  F i s c h e r  
S e n a t o r  J o e  J o s e p h s o n  
S e n a t o r  A r l i s s  S t u r g u l e w s k i

C O M M I T T E E  C A L E N D A R :

S B  351 R e l a t i n g  t o  r e t i r e m e n t  o f  s c h o o l  c o n s t r u c t i o n  debt.

H J R  59 U r g i n g  C o n g r e s s  to  p a s s  A F D C  E r r o r  R e d u c t i o n  a n d  
Q u a l i t y  C o n t r o l  Act.

B r i e f i n g ,  A l a s k a  N a t i v e  H e a l t h  S e r v i c e s .

W I T N E S S  R E G I S T E R :

S t e v e  H o l e
D e p a r t m e n t  o f  E d u c a t i o n  
P.O. B o x  F 
J u n e a u ,  A K  9 9 8 1 1  
P o s i t i o n  S t a t e m e n t :  
p o s i t i o n  o n  S B  351.

B e t t y  G l i c k  
P.O. B o x  528 
K e n a i ,  A K  9 9 6 1 1  
P o s i t i o n  S t a t e m e n t :

T o m  W a g o n e r  
4 0 4 0  P r i m r o s e  PI.
K e n a i ,  A K  9 9 6 1 1  
P o s i t i o n  S t a t e m e n t :

J o y c e  F i s c h e r  
P.O. B o x  784 
S o l d o t n a ,  A K  9 9 6 6 9  
P o s i t i o n  S t a t e m e n t :
S t a n  T h o m p s o n  
P . O . B o x  650 
S o l d o t n a ,  A K  9 9 6 6 9  
P o s i t i o n  S t a t e m e n t :

J o h n  C a l h o u n  
M a y o r  o f  H o m e r

S t a t e  B o a r d  of  E d u c a t i o n  h a s  n o

■ t

s u p p o r t  S B  351

S u p p o r t  S B  351

s u p p o r t  S B  351

S u p p o r t  S B  351

Senate HESS -1- 02/06/86



H o m e r ,  A K  9 9 6 0 3
P o s i t i o n  S t a t e m e n t :  S u p p o r t  S B  351

R e p r e s e n t a t i v e  M a x  G r u e n b e r g  
P o u c h  V
J u n e a u  A K  9 9 8 1 1
P o s i t i o n  S t a t e m e n t :  S u p p o r t  f o r  C S H J R  59 

J o h n  T a b e r ,  D i r e c t o r
Div. o f  P u b l i c  A s s i s t a n c e ,  D e p a r t m e n t  o f  H e a l t h  a n d  

S o c i a l  S e r v i c e s  
P.O. B o x  H - 0 7  
J u n e a u ,  A K  9 9 8 1 1  
P o s i t i o n  S t a t e m e n t :

R o b e r t  S i n g y k e  
P.O. B o x  7 - 7 4 1  
A n c h o r a g e ,  A K  9 9 5 0 1  
P o s i t i o n  S t a t e m e n t :
S e r v i c e s

S u p p o r t  f o r  C S H J R  59

O v e r v i e w  of  A l a s k a  N a t i v e  H e a l t h

O s a m u  M a t s u t a n i  
P.O. B o x  7 - 7 4 1  
A n c h o r a g e ,  A K  9 9 5 0 1  
P o s i t i o n  S t a t e m e n t :  
S e r v i c e s

O v e r v i e w  o f  A l a s k a  N a t i v e  H e a l t h

P R E V I O U S  A C T I O N :

S B  351, N o  p r e v i o u s  a c t i o n  to  r e c ord.

H J R  59, P l e a s e  r e f e r  t o  c o m m i t t e e  m i n u t e s  d a t e d  0 1 / 2 4 / 8 6 ,  
0 1 / 2 7 / 8 6  a n d  0 2 / 0 7 / 8 6  in  H E S S  C o m m i t t e e .

A C T I O N  N A R R A T I V E  ; ■ I

T A P E  ONE, S I D E  O N E  
F e b r u a r y  6, 19 8 6

N u m b e r  020

S e n a t o r  P a u l  F i s c h e r  s t a t e d  t h a t  in t h e  p a s t  w h e n  s c h o o l  
c o n s t r u c t i o n  b o n d s  w e r e  s o l d  t h e  i n t e r e s t  t h e y  e a r n e d  
s t a y e d  w i t h  t h e  m u n i c i p a l i t y  w h i c h  u s e d  its o w n  j u d g m e n t  
r e g a r d i n g  u s e  o f  t h e  m o n e y .  L a s t  y e h r  l e g i s l a t i o n  (SB 51) 
w a s  p a s s e d  r e q u i r i n g  t h a t  t h e  i n t e r e s t  g o  t o  t h e  c o s t  of 
t h e  p r o j e c t .  In  N o v e m b e r ,  1 9 8 5  t h e  S t a t e  B o a r d  of  
E d u c a t i o n  a d o p t e d  a r e g u l a t i o n  r e q u i r i n g  t h a t  t h e  s t a t e ' s  
r e i m b u r s e m e n t  t o  t h e  m u n i c i p a l i t y  b e  r e d u c e d  b y  t h e  a m o u n t  
o f  i n t e r e s t  earned.

Number 091

S e n a t e  HESS - 2 -  0 2 / 0 6 / 8 6



Steve Hole, Special A ssistant to the Commissioner, 
Department of Education, stated  that the Board has not 
taken a position on SB 3 5 1 . Hole stated  that the 
le g i s l a t i v e  intent of SB 5 1  i s  that the s ta te  i s  to 
contribute 8 0 % to the cost of a pro ject while 
m unicipalities are to contribute 2 0 %. He fe e ls  the 
Department's regulation i s  consistent with th is  intent.

Number 2 3 2

Hole sta ted , in response to questions by Senators 
Fahrenkamp and Josephson, that the Department v e r i f ie d  
through the attorney general that they had the authority to 
adopt the regulation.

Number 4 5 7

Betty Glick, President, Kenai Peninsula Borough Assembly, 
stated  that the Assembly supports SB 3 5 1 . The regulations 
would cause a $ 6  million lo ss  of in te re s t  income to the 
Kenai Peninsula Borough. In addition., she said the 
regulations were implemented a f te r  voter approval of the 
bonds, hence, voters were led to be lieve  that passage of 
the bond levy  would not re su lt  in a sign ig ican t increase in 
the m ill le vy . In fa c t ,  under the new regulations, the 
ra te  would be increased 2  m ills .

Number 5 9 4

Tom Wagoner, Mayor of Kenai, spoke in support of SB 3 5 1 . 

Number 6 2 1

Joyce Fischer, Member, Kenai School Board, stated  that the 
Board supports SB 3 5 1  because of the increase in the m ill 
ra te  necessita ted  by the Department's regulation.

Number 6 9 3  .V" '

Stan Thompson, Mayor, Kenai Peninsula Borough, spoke in 
support of overruling the Department's regulation through 
SB 3 5 1 .

Number 7 5 4
m

John Calhoun, Mayor of Homer, a lso  spoke in support of SB 
3 5 1 , s ta t in g  that h is community cannot su ffe r  a 2  m ill 
increase.

Number 8 4 0

Senator Fischer asked unanimous consent that SB 3 5 1  be 
moved from committee with individual recommendations.
There were no objections.

S e n a t e  HESS - 3 -  0 2 / 0 6 / 8 6



Number 853

Representative Max Gruenberg stated  that HJR 5 9  i s  
necessary in attempting to reduce f i s c a l  sanctions on 
s ta te s  for AFDC program errors. TAPE ONE SIDE TWO

Number 1 0 9

John Taber, Director, Division of Public Assistance, 
Department of Health and Social Services, sa id  that the 
Department i s  try in g  to pinpoint fraud because the s ta te  i s  
held responsible for c lien t  mistakes, intentional or 
otherwise. Currently, the s ta te  i s  6 . 7 % over the 5 % 
tolerance for food stamp program errors, Taber sa id . He 
stated  that A laska 's error ra te  i s  r is in g  despite e f fo r ts  
to reduce i t  because case loads have increased and there 
have been no s t a f f  increases.

Number 3 9 3

Senator Josephson asked unanimous consent that HJR 5 9  be 
moved from committee with individual recommendations.
There were no objections.

Number 4 2 9

Robert Singyke, Director, Alaska Native Health Services 
(ANHS), discussed the impacts of the Gramm-Rudman Act on 
ANHS. Administration would be cut 1 3 %, while d irec t  
se rv ice s  would receive  a 2 % cut. Because of the cuts, he 
said , ANHS i s  beginning to concentrate on prevention 
e f fo r t s  such as sea tb e lt ,  helmet, and smoking laws.
Singyke said that Alaska i s  probably the only s ta te  in 
which the Indian Health Service (IHS)ihas a strong working 
relationship  with the s ta te .

Number 5 6 5

Singyke emphasized the need for designated beds in various 
f a c i l i t i e s  for the mentally i l l .

Number 6 9 3

Dr. Osamu Matsutani, Deputy Director*and Chief Medical 
O fficer, ANHS, discussed two impacts of the Gramm-Rudman 
Act: f i r s t ,  ANHS w i l l  need to rea llo ca te  resources among
IHS se rv ice  areas; second, the e l i g i b i l i t y  c r i t e r ia  for 
se rv ice  by IHS w i l l  be tightened.

Number 8 0 0

Singyke and Senators Fahrenkamp and Sturgulewski discussed 
the coordination between the Arctic Research commission and

Senate HESS -4- 02/06/86



ANHS in researching health and human se rv ice s  needs in 
Alaska.

Number 8 0 5

Senator Fahrenkamp adjourned the meeting a t 3 : 3 0 .

S e n a t e  HESS - 5 -  0 2 / 0 6 / 8 6



Official Business
A l a s k a  S t a t e  L e g i s l a t u r e

Senate
Senator Paul Fischer

Pouch V 
State Capitol 

Juneau, Alaska 99811

To:

From:

All Senate HESS Committee Members

Senator Paul Fischer

Date: February 1 , 1 9 8 6

Subject: SB 3 5 1 , Retirement of school construction debt.

I have introduced th is  le g is la t io n  to c l a r i f y  the 
l e g i s l a t u r e 's  intent when Senate B i l l  5 1  became law la s t  
year.

From my conversations with o f f i c i a l s  of the Kenai Peninsula 
Borough, there i s  a deep concern that the regulations do not 
carry  out the intent of Senate B i l l  5 1 .

Senate B i l l  5 1  requires in te rest  earned on bond proceeds be 
used for the p ro jects for which the bonds were sold. The 
regulations which are now in e f fe c t  do not r e f le c t  s ta te  
s ta tu te s ,  but seem to be the Department of Education's own 
interpretation. I believe  that the department should propose 
th is  type of le g is la t io n  rather than writing i t  through 
regulations.

I have included a l e t t e r  from the Kenai Peninsula Borough 
that better  in terprets the problems inherent in the 
regulations.

To my knowledge, the Anchorage, Matanuska-Susitna, North Star, 
and the Kenai Peninsula Boroughs are adversely affected  by 
these regulations.

I encourage your support of th is  b i l l .

enclosures:



K E N A I  P E N I N S U L A  B O R O U G H

BOX 8 5 0 • SOLDOTNA. ALASKA 9 9 6 6 9  
PHONE 26 2 -4 44 1

STAN THOMPSON MAYOR
J a n u a r y  2 k ,  1986

T h e  H o n o r a b l e  P a u l  F i s c h e r  
P o u c h  V
J u n eau, A K  99811

D e a r  S e n a t o r  Fischer:

E n c l o s e d  is a d e t a i l e d  s u m m a r y  of o u r  p r o b l e m  w i t h  the 
D.O.E. r e g u l a t i o n s .

In ess e n c e ,  the D.O.E. r e g u l a t i o n s  w o u l d  n o t  a l l o w  the 
B o r o u g h  to r e t a i n  i n t e r e s t  e a r n i n g s  on the i n v e s t m e n t  of b o n d  
p r o c e e d s .  Th i s  w o u l d  r e s u l t  in a n  e s t i m a t e d  loss of $6 m i l l i o n  
(2 m i l l s )  this y e a r  alone.

R e m e m b e r ,  too, that this is c h a n g i n g  the r u l e s  in the m i d d l e  
of the g a m e  - a f t e r  the b o n d s  w e r e  v o t e d  o n  a n d  sold.

W e  feel this is n o t  o n l y  t o t a l l y  u n f a i r ,  b u t  i l l e g a l  in that 
it is c o n t r a r y  to the statute.

S i n c e r e l y ,

S t a n  T h o m p s o n  
B o r o u g h  M a y o r

ST  :1c 
E n c l o s u r e
cc: A l l  l e g i s l a t o r s
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S e n a t o r  P a u l  F i s c h e r  
P o u c h  V
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Re: D e p a r t m e n t  o f  E d u c a t i o n ' s  r e g u l a t i o n s  o n  s c h o o l  debt
r e i m b u r s e m e n t .

D e a r  S e n a t o r  F i s c h e r :

In  o u r  l a s t  d i s c u s s i o n s  w i t h  y o u  r e g a r d i n g  the s c h o o l
c o n s t r u c t i o n  d e b t  r e i m b u r s e m e n t  r e g u l a t i o n s ,  y o u  r e q u e s t e d  t h a t  
w e  p r e p a r e  i n f o r m a t i o n  r e g a r d i n g  o u r  p o s i t i o n  a n d  v i e w s  o n  t h e s e  
r e g u l a t i o n s .  T h i s  l e t t e r  is in r e s p o n s e  to t h a t  a n d  a d d r e s s e s  
o u r  p a r t i c u l a r  c o n c e r n s  w i t h  4 A A C  3 1 . 0 5 8 .  T h a t  s e c t i o n  d e a l s  
w i t h  i n t e r e s t  e a r n i n g s  o n  b o n d  p r o c e e d s .  It d e a l s  w i t h  t h e s e  in 
two ways. T h e  f i r s t  is to s p e c i f y  the l i m i t a t i o n s  o n  the u s e  of 
t h e s e  p r o c e e d s .  T h e s e  i n t e r e s t  e a r n i n g s  m a y  o n l y  be u s e d  for
c e r t a i n  s p e c i f i e d  i t ems l i s t e d  i n  the r e g u l a t i o n .  T h e  s e c o n d
a s p e c t  of this r e g u l a t i o n  is t h a t  a n y  i n t e r e s t  e a r n i n g s  r e d u c e
e l i g i b i l i t y  for r e i m b u r s e m e n t .  W e  are m a n d a t e d  to u s e  the
i n t e r e s t  e a r n i n g s  for c e r t a i n  p u r p o s e s  a n d  t h e n  the r e g u l a t i o n
c o n t a i n s  a C a t c h - 2 2  th a t  c a u s e s  us to e s s e n t i a l l y  f o r f e i t  t h o s e  
i n t e r e s t  e a r n i n g s .  O u r  a n a l y s i s  of  this r e g u l a t i o n  leads us to 
t h r e e  c o n c l u s i o n s :

1. T h e  r e g u l a t i o n s  r e d u c i n g  e l i g i b i l i t y  for d e b t  r e i m­
b u r s e m e n t  b y  the a m o u n t  of i n t e r e s t  e a r n i n g s  on the
bonds'-are in d i r e c t  c o n f l i c t  w i t h  the s t a t u t o r y  p l a n  of 
s c h o o l  c o n s t r u c t i o n  d e b t  r e i m b u r s e m e n t  set f o r t h  in AS 
1 4 . 1 1 . 1 0 0 .

2. T h e s e  r e g u l a t i o n s  r e d u c i n g  e l i g i b i l i t y  for de b t  r e i m­
b u r s e m e n t  are n o t  a u t h o r i z e d  b y  s t a t u t e  a n d  t h o s e
p r o v i s i o n s  are t h e r e f o r e  b e y o n d  the a u t h o r i t y  of the
D e p a r t m e n t  of E d u c a t i o n  to adopt.

3. T h a t  the r e g u l a t i o n s  r e d u c i n g  the d e b t  r e i m b u r s e m e n t
e l i g i b i l i t y  w o r k  an u n d u e  h a r d s h i p  a n d  u n f a i r n e s s  o n  
l o c a l  g o v e r n m e n t .  T h i s  h a r d s h i p  is a n  u n f a i r n e s s  due 
to the f a c t  that the S t a t e  p a s s e d  a p l a n  o f  d e b t



r e i m b u r s e m e n t  a n d  r e q u i r e d  m u n i c i p a l i t i e s  to su b m i t  the 
e s t i m a t e s  u n d e r  that p l a n  to the v o t e r s  s h o w i n g  an 
e s t i m a t e d  80% r e i m b u r s e m e n t  f r o m  the State. T h e s e  
r e g u l a t i o n s  if i m p l e m e n t e d ,  w o u l d  in fact s u b s t a n t i a l l y  
r e d u c e  the S t a t e ' s  s h a r e  w i t h o u t  p r i o r  w a r n i n g  to the 
l o c a l  g o v e r n m e n t s .  T h e s e  u n a u t h o r i z e d  r e g u l a t i o n s  
i n c r e a s e  the c o s t  b y  i n t r o d u c i n g  a n e w  s c h e m e  to be  
a p p l i e d  to b o n d  i s s u e s  a p p r o v e d  p r i o r  to the r e g u l a­
tions  b e i n g  adopted.

T h e s e  a d d i t i o n a l  r e s t r i c t i o n s  a n d  c o n d i t i o n s  are n o t  set 
f o r t h  in the statute, a n d  as s t a t e d  above, a r e  d i r e c t l y  c o n t r a r y  
to the p r o g r a m  e s t a b l i s h e d  by the S t a t e  l e g i s l a t u r e .  E v e n  w e r e  
the L e g i s l a t u r e  to c h o o s e  to a m e n d  the s t a t u t e  to imp o s e  a d d i­
ti o n a l  r e s t r i c t i o n s  r e g a r d i n g  the d i s p o s i t i o n  of i n t e r e s t  e a r n­
ings on  b o n d  p r o c e e d s ,  it w o u l d  b e  m o s t  u n f a i r  to a p p l y  t h e m  to 
b o n d  issues th a t  w e r e  p a s s e d  p r i o r  to t h o s e  ch a n g e s .  W e  w i l l  
a t t e m p t  to set f o r t h  in this l e t t e r  a m o r e  d e t a i l e d  a n a l y s i s  
r e g a r d i n g  t h e  v a l i d i t y  of t h e s e  r e g u l a t i o n s  a n d  the e f f e c t  of
t h e i r  a p p l i c a t i o n  to our e x i s t i n g  b o n d  issues.

S u b s e c t i o n  (a) o f  4 A A C  3 1 . 0 5 8  c o n t a i n s  l a n g u a g e  s i m i l a r  to 
t h a t  set out in AS  1 4 . 1 1 . 1 0 0  (k) . T h e r e  is a m i n o r  v a r i a t i o n  in 
the l a n g u a g e  b e t w e e n  the s t a t u t e  a n d  the p r o p o s e d  r e g u l a t i o n .  
T h e  statute, A S  1 4 . 1 1 . 1 0 0 (k) reads:

A n  a m o u n t  e q u a l  to the i n t e r e s t  e a r n e d  on  the
i n v e s t m e n t  of the p r o c e e d s  o f  the b o n d s  i s s u e d  for 
s c h o o l  c o n s t r u c t i o n  p r o j e c t s  s h a l l  b e  u s e d  b y  the
m u n i c i p a l i t y  to 1) co s t  o f  the p r o j e c t ;  2) pay
a c c r u e d  i n t e r e s t  o n  the b o n d  issue; 3) r e d e e m  all 
or p a r t  of the bo n d s ;  or 4) p a y  the c o s t  of i s s u i n g  
the b o n d s .  ( E m p h a s i s  added.')

T h e  r e g u l a t i o n s  c h a n g e  the e m p h a s i s  s o m e w h a t .  T h e y  r e a d  
th a t  the i n t e r e s t  o n  p r o c e e d s  " m a y  o n l y  b e  u s e d "  for the four 
i t e m s  l i s t e d  in the r e g u l a t i o n s .  T h e  s t a t u t e  s p e c i f i c a l l y  says 
t h e y  s h a l l  b e  used. In e x a m i n i n g  AS  1 4 . 1 1 . 1 0 0 ,  o f  w h i c h  s u b s e c­
tion  (k) is a part, it b e c o m e s  c l e a r  t h a t  the a p p r o v a l  of e l i g i­
bl e  a m o u n t s  a n d  the debt r e i m b u r s e m e n t  p r o g r a m  are f i x e d  by  that 
statute. T h e  s t a t u t e  p r o v i d e s  for p r o j e c t  a p p r o v a l  w h i c h  is a 
m a x i m u m  a m o u n t  u p o n  w h i c h  r e i m b u r s e m e n t  c a n  b e  given. For 
e x a m p l e ,  if the p r o j e c t  is a p p r o v e d  f o r  $1 m i l l i o n ,  o n l y  the 
m i l l i o n  d o l l a r s  t o g e t h e r  w i t h  i n t e r e s t  is e l i g i b l e  for the 80% 
r e i m b u r s e m e n t .  W i t h o u t  a d j u s t m e n t  o f  this amount, no  a d d i t i o n a l  
a m o u n t s  in e x c e s s  of 80% o f  t h e  m i l l i o n  d o l l a r  b a s i s  c o u l d  be  
r e i m b u r s e d .  T h i s  s t a t u t e  p r o v i d e s  a s c h e m e  w h e r e b y  the p r o j e c t  
is g i v e n  a p p r o v a l  at a s p e c i f i c  amount. S u b s e c t i o n  (k) p r o v i d e s  
that m u n i c i p a l i t i e s  a r e  n o t  f r e e  to u s e  the i n t e r e s t  e a r n i n g s  
e x c e p t  for the s p e c i f i e d  p u r p o s e s .  T h e y  l i m i t  us in our u s e  but 
do n o t  p r o v i d e  that w e  lose the i n t e r e s t  w h e n  w e  u t i l i z e  the
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i n t e r e s t  e a r n i n g s  for the s p e c i f i e d  p u r p o s e s .  A n y  a t t e m p t  by  
r e g u l a t i o n  to " f o r f e i t "  t h o s e  i n t e r e s t  e a r n i n g s  e x c e e d s  the 
s t a t u t o r y  f r a m e w o r k  w h i c h  m e r e l y  r e q u i r e s  us to u s e  t h ose e a r n­
ings for s p e c i f i c  purpo s e s .

S u b s e c t i o n s  (b) and (c) of 4 A A C  31.058, b y  t h e i r  v e r y  
w o r d i n g ,  c a u s e  the l o c a l  g o v e r n m e n t  to f o r f e i t  those i n t e r e s t  
e a r n i n g s  w h e n  w e  u t i l i z e  t h e m  for the p u r p o s e s  th a t  are r e q u i r e d  
u n d e r  the st a t u t e .  U n d e r  s u b s e c t i o n  ( b ) , the a m o u n t  e l i g i b l e  for 
r e i m b u r s e m e n t  is r e d u c e d  if w e  u t i l i z e  the f unds to p a y  the cost 
of the p r o j e c t .  S u b s e c t i o n  (c) c a u s e s  us to lose e l i g i b i l i t y  for 
r e i m b u r s e m e n t  if w e  u t i l i z e  t h e m  for c o s t  of the b o n d  sale 
i n t e r e s t  p a y m e n t s  o n  the b o n d s  or r e d e m p t i o n  of the bonds. Th i s  
is e f f e c t i v e l y  a " C a t c h - 22." T h e  s t a t u t e  t h r o u g h  w h i c h  the 
r e g u l a t i o n s  are p u r p o r t e d l y  a u t h o r i z e d ,  r e q u i r e s  us to u t i l i z e  
the m o n e y  for s p e c i f i e d  p u r p o s e s .  W h e n  w e  u t i l i z e  the m o n e y  for 
t h o s e  p u r p o s e s ,  it r e d u c e s  the our e l i g i b i l i t y  for r e i m b u r s e m e n t ,  
w i t h o u t  r e g a r d  to the a m o u n t  of m o n i e s  a p p r o p r i a t e d  b y  the 
L e g i s l a t u r e  for the r e i m b u r s e m e n t  p r o g r a m  w h i c h  is n o w  c u r r e n t l y  
set at u p  to 80%. T h e  s t a t u t e  p r o v i d e s  th a t  if the m o n e y  is 
a p p r o p r i a t e d  w e  are e n t i t l e d  to 80%, yet t h e s e  r e g u l a t i o n s  
p r o v i d e  s o m e t h i n g  t o t a l l y  d i f f e r e n t .  T h e y  e f f e c t i v e l y  r e d u c e  the 
r a t e  of r e i m b u r s e m e n t  b y  the S t a t e  e v e n  if the m o n i e s  h a v e  b e e n  
a p p r o p r i a t e d  a n d  a r e  a v a i l a b l e .

S o m e  e x a m p l e s  m a y  b e  h e l p f u l  to i l l u s t r a t e  this.

1. T h e  f i r s t  e x a m p l e  w i l l  s h o w  the e f f e c t  of u t i l i z i n g  
i n t e r e s t  e a r n i n g s  to p a y  the co s t  of the p r o j e c t .  In this 
example, w e  w i l l  u s e  a $1 m i l l i o n  b o n d  issue. T h e  p r o j e c t  h a s  
a p p r o v a l  for r e i m b u r s e m e n t  as a m i l l i o n  d o l l a r  p roject. T h e  
b o n d s  are s o l d  a n d  the i n t e r e s t  e a r n i n g s  a r e  $100,000. In the 
e a r l y  s t a g e s  of  c o n s t r u c t i o n  u n e x p e c t e d  s i t e  c o n d i t i o n s  are 
d i s c o v e r e d  w h i c h  r e q u i r e  a $ 1 0 0 , 0 0 0  c h a n g e  o r d e r  to deal w i t h  the 
p r o b l e m s .  T h i s  i n c r e a s e s  the c o s t  o f  the p r o j e c t  to $1.1 m i l ­
lion. U n d e r  the r e g u l a t i o n s ,  the p r o j e c t  a p p r o v a l  a m o u n t  c o u l d  
n o t  incre a s e ,  thus o n l y  80% of $1 m i l l i o n  is r e i m b u r s a b l e  yet the 
p r o j e c t  is no\£. $1.1 mil l i o n .  If the i n t e r e s t  e a r n i n g s  are 
a p p l i e d  to this p r o j e c t ,  as all o w e d ,  a n d  m a n d a t e d  by s t a t u t e  to 
c o v e r  the u n e x p e c t e d  site p r o b l e m s ,  this e f f e c t i v e l y  r e d u c e s  the 
S t a t e ' s  s h a r e  b e c a u s e  the $ 1 0 0 , 0 0 0  w i l l  be  d e d u c t e d  f r o m  the 
r e i m b u r s e m e n t  pr o g r a m .

A l t e r n a t i v e l y ,  t h e s e  r e g u l a t i o n s  c o u l d  b e  r e a d  as r e d u c i n g  
the a p p r o v e d  p r o j e c t  a m o u n t  w h i c h  h a s  an e v e n  m o r e  s e r ious 
effect. In t h a t  case, the m i l l i o n  d o l l a r  a p p r o v a l  w o u l d  be 
r e d u c e d  to $ 9 0 0 , 0 0 0 ,  t h e r e b y  o b l i g a t i n g  the S t a t e  o n l y  to r e i m­
b u r s e  80% of $ 9 0 0 , 0 0 0  of b o n d s  r a t h e r  t h a n  the o r i g i n a l l y  a p­
p r o v e d  m i l l i o n .  E i t h e r  one o f  t h e s e  a p p r o a c h e s  is c o n t r a r y  to 
the s t a t u t o r y  p r o g r a m  that says that if the m o n e y  is a p p r o p r i a t e d  
for the 80% level, t h e n  it shall be p a i d  at t h a t  level.
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2. The s e c o n d  e x a m p l e  r e g a r d s  the u s e  of the i n t e r e s t  to 
p a y  b o n d  sale costs, r e d e e m  the bonds, or p a y m e n t  of i n t e r e s t  on 
the bonds. W e  w i l l  u s e  the same $1 m i l l i o n  b o n d  sale w i t h  
$ 1 0 0 , 0 0 0  i n t e r e s t  e a r n i n g s .  T h e  f i r s t  a n n u a l  p a y m e n t  is 
$200,000. U n d e r  the statute, the S t a t e  w o u l d  r e i m b u r s e  the 
B o r o u g h  80% o f  the $ 2 0 0 , 0 0 0  p a y m e n t  w i t h  the B o r o u g h  p a y i n g  
$40,000. U n d e r  the r e g u l a t i o n ,  the $ 1 0 0 , 0 0 0  i n t e r e s t  w o u l d  ha v e  
to b e  d e d u c t e d  f r o m  the $1 6 0 , 0 0 0  s h a r e  o f  the S t a t e  l e a v i n g  the 
S t a t e ' s  s h a r e  at $60,000. The B o r o u g h ' s  s h a r e  w o u l d  s t i l l  b e  20% 
pl u s  the $ 1 0 0 , 0 0 0  i n t e r e s t  e a rning. U n d e r  this, the B o r o u g h  
w o u l d  p a y  $ 1 4 0 , 0 0 0  or 70% of that p a y m e n t  w i t h  the S t a t e  on l y  
p a y i n g  30%.

T h e  r e g u l a t i o n s  as p o i n t e d  out in the p r e v i o u s  example, 
s tate that the a m o u n t  a l l o w e d  u p o n  a m o u n t  for w h i c h  debt r e t i r e­
m e n t  is a l l o w e d  w o u l d  be r e d u c e d  by  that a m o u n t .  O n c e  again, the 
r e g u l a t i o n  c o u l d  be i n t e r p r e t e d  as r e d u c i n g  the a p p r o v e d  p r o j e c t  
a m o u n t  by the a m o u n t  of i n t e r e s t  e a r n i n g s .  If this w e r e  to 
occur, u n d e r  o u r  exa m p l e ,  o n l y  $ 9 0 0 , 0 0 0  w o u l d  b e  e l i g i b l e  for
r e i m b u r s e m e n t .  The S t a t e  w o u l d  p a y  80% of  t h a t  r e d u c e d  p a y m e n t  
and the B o r o u g h  20% plus the fu l l  b u r d e n  of the d e b t  s e r v i c e  on 
i n e l i g i b l e  $ 1 0 0 ,000. T h e  p a y m e n t  w o u l d  s t i l l  be $ 2 0 0 , 0 0 0  b u t
o n l y  a p p r o x i m a t e l y  $ 1 8 0 , 0 0 0  w o u l d  b e  s u b j e c t  to r e i m b u r s e m e n t .  
T h a t  w o u l d  b e  s p l i t  w i t h  the S t a t e  to p a y i n g  $ 1 4 4 , 0 0 0  a n d  the
B o r o u g h  p a y i n g  $ 3 6 ,000 on that e l i g i b l e  p o r t i o n .  T h i s  w o u l d  
r e s u l t  in the S t a t e  p a y i n g  72% i n s t e a d  o f  80%. Th i s  w o u l d  of 
c o u r s e  fix th a t  r a t e  for the life of the b o n d s  b y  r e d u c i n g  the 
p r o j e c t  a m o unt. If t h e r e  w e r e  f u r t h e r  i n t e r e s t  e a r n i n g s ,  th e n  
the S t a t e ' s  s h a r e  w o u l d  le s s e n  in s u c c e e d i n g  y e a r s  u n t i l  t h e r e  
w e r e  n o  f u r t h e r  i n t e r e s t  ear n i n g s  on the b o n d  p r o c e e d s .

It is u n c l e a r  as to w h i c h  i n t e r p r e t a t i o n  is to be g i v e n  to 
t h ese r e g u l a t i o n s .  It is also v e r y  c l e a r  that e i t h e r  i n t e r p r e­
ta t i o n  is c o n t r a r y  to the d i r e c t  s t a t u t o r y  i n t e n t  that the
p r o g r a m  is to b e  on an 8 0/20 s p l i t  so lo n g  as it is in e f f e c t  and 
a n y  r e g u l a t i o n s  th a t  try to a l t e r  this b y  c o u n t i n g  the i n t e r e s t  
e a r n i n g s  a g a i n s t  r e i m b u r s e m e n t  e l i g i b i l i t y  w o u l d  be  c o n t r a r y  to 
the s tatute. S u b s e c t i o n  (k) s p e c i f i c a l l y  s t a t e d  that w e  c o u l d  
n o t  u s e  the funds o n  o t h e r  items but m u s t  u s e  t h e m  on the p r o­
jects, yet the r e g u l a t i o n s  s e e k  to p e n a l i z e  a n d  r e d u c e  the 
S t a t e ' s  share in a m a n n e r  n o t  a l l o w e d  u n d e r  the statute. T h e s e  
r e g u l a t i o n s  v e r y  c l e a r l y  e x c e e d  the s c o p e  o f  s t a t u t o r y  a u t h o r i t y .

T h e r e  are c e r t a i n  o t h e r  p r o v i s i o n s  to the p r o p o s e d  r e g u l a­
tions that c o n c e r n  us v e r y  greatly. I n  p a r t i c u l a r ,  t h e s e  p e r t a i n  
to the c r i t e r i a  for p r o j e c t  appro v a l .  4 A A C  3 1 . 0 1 1 ( b )  p r o v i d e s  
that t h e  cost of p l a n n i n g ,  d e s i g n  a n d  c o n s t r u c t i o n  of  a f a c i l i t y  
w i l l  b e  a p p r o v e d  f o r  de b t  r e t i r e m e n t  w h e n ,  a m o n g  o t h e r  things, 
the s i t u a t i o n  c a n n o t  be r e a s o n a b l y  r e l i e v e d  b y  a d j u s t i n g  the 
b o u n d a r i e s  of the a t t e n d a n c e  areas or t r a n s p o r t i n g  the c h i l d r e n  
to n e a r b y  schools. We  h a v e  c o n c e r n  o v e r  this b e c a u s e  there are 
n o  s t a n d a r d s  as to w h a t  is m e a n t  b y  " r e a s o n a b l y  r e l i e v e d "  by
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a d j u s t i n g  the b o u n d a r i e s  or t r a n s p o r t i n g  s t u d e n t s .  T h i s  r e g u l a­
tion c o u l d  g i v e  r i s e  to d e n i a l  of p r o j e c t  a p p r o v a l  b e c a u s e  there 
is a sc h o o l  t h a t  has some a d d i t i o n a l  c a p a c i t y  12 to 15 m i l e s  
d i s t a n t  to w h i c h  s t u d e n t s  can be t r a n s p o r t e d .  A n  e x a m p l e  w o u l d  
be, d e n i a l  of p r o j e c t  a p p r o v a l  for an e l e m e n t a r y  s c h o o l  in the 
H o m e r / A n c h o r  P o i n t  a r e a  b e c a u s e  t h e r e  is so m e  c l a s s r o o m  s p ace at 
the M c N e i l  C a n y o n  S c h o o l  12 m i l e s  e a s t  o f  Homer. The D e p a r t m e n t  
c o u l d  a p p l y  this r e g u l a t i o n  as it is w r i t t e n  in a r a t h e r  a r b i­
trary  m a n n e r .  T h e  r e s u l t  w o u l d  b e  to i n c r e a s e  t r a n s p o r t a t i o n  
c osts w h i l e  at the same time the D e p a r t m e n t  of E d u c a t i o n  is 
r e d u c i n g  a l l o w a n c e s  f o r  bus t r a n s p o r t .  In a d i s t r i c t  s u c h  as 
the K e n a i  P e n i n s u l a  B o r o u g h  S c h o o l  D i s t r i c t ,  this c o u l d  be 
a p p l i e d  to r e q u i r e  t r a n s p o r t  o f  s t u d e n t s  as m u c h  as 40 or 50 
m i l e s  if t h e r e  are s eats a v a i l a b l e  in one f a c i l i t y  and n o t  in 
a nother. It c o u l d  be a p p l i e d  to d e f e a t  the a d d i t i o n  of c l a s s­
rooms  w h i c h  c o u l d  be the m o s t  cost e f f e c t i v e  m e t h o d  for h a n d l i n g  
e x t r a  e n r o l l m e n t  in an area.

I b e l i e v e  that this l e t t e r  sets f o r t h  the items that y o u  
w a n t e d  m e  to a ddress, and if t h e r e  are a n y  f u r t h e r  q u e s t i o n s  we  
m a y  a n s w e r  r e g a r d i n g  this, p l e a s e  do n o t  h e s i t a t e  to c o n t a c t  me. 
O n c e  again, w e  feel that the p r o p o s e d  r e g u l a t i o n s  i m p o s e  a d d i­
ti o n a l  r e q u i r e m e n t s  n o t  c o n t a i n e d  in the s t a t u t e s  and those 
a d d i t i o n a l  r e q u i r e m e n t s  e f f e c t i v e l y  i n c r e a s e  the l ocal s h a r e  of 
s c h o o l  c o n s t r u c t i o n  c o n t r a r y  to the s t a t u t o r y  language. The 
a d d i t i o n  of the l a n g u a g e  r e q u i r i n g  the m u n i c i p a l i t i e s  tc use the 
i n t e r e s t  e a r n i n g s  o n  b o n d  p r o c e e d s  for o n l y  s p e c i f i e d  p u r p o s e s  
does n o t  a u t h o r i z e  r e g u l a t i o n s  w h i c h  c a u s e  us  to f o r f e i t  all use 
or b e n e f i t  f r o m  t h o s e  i n t e r e s t  e a r n i n g s  w h e n  u s e d  for the s p e c i­
fie d  p u r p o s e s .

Senator Paul Fischer
January 24, 1986
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R E S O L U T I O N  86-21

S U P P O R T I N G  P A S S A G E  BY T H E  A L A S K A  S T A T E  L E G I S L A T U R E  O F  S E N A T E  B I L L  
351, A N  A C T  R E L A T I N G  TO R E T I R E M E N T  O F  S C H O O L  C O N S T R U C T I O N  DEBT.

W H E R E A S ,  m u n i c i p a l i t i e s  of the S t a t e  o f  A l a s k a  h a v e
h i s t o r i c a l l y  s o l d  b o n d s  to f i n a n c e  c o n s t r u c t i o n  o f  p u b l i c
s c hools; and

W H E R E A S ,  m u n i c i p a l i t i e s  ha v e  i n v e s t e d  the p r o c e e d s  o f  b o n d  
s ales d u r i n g  the c o n s t r u c t i o n  of the school f a c i l i t i e s ;  a n d

W H E R E A S , i n t e r e s t  f r o m  t h ese i n v e s t m e n t s  has b e e n  u s e d  to 
h e l p  r e d u c e  the b u r d e n  of s c h o o l  c o n s t r u c t i o n  c o s t  u p o n  the l o cal 
t a x p a y e r ;  a n d

W H E R E A S , the S t a t e  o f  A l a ska, D e p a r t m e n t  o f  E d u c a t i o n ,  has 
e n a c t e d  r e g u l a t i o n s  w h i c h  w o u l d  d e p r i v e  the m u n i c i p a l i t i e s  o f  the 
S t a t e  o f  the b e n e f i t s  of b o n d  i n v e s t m e n t  e a r n i n g s ;  a n d

W H E R E A S ,  S e n a t e  B i l l  351 h a s  b e e n  i n t r o d u c e d  in t o  the A l a s k a
S t a t e  S e n a t e ;  and

W H E R E A S ,  S e n a t e  Bill. 351 w o u l d  p r o h i b i t  the D e p a r t m e n t  of 
E d u c a t i o n  f r o m  a d o p t i n g  r e g u l a t i o n s  r e d u c i n g  the a m o u n t  for w h i c h  
sc h o o l  c o n s t r u c t i o n  d e b t  r e t i r e m e n t  is a l l o w e d  e q u a l  to the 
a m o u n t  e x p e n d e d  by  a m u n i c i p a l i t y  .under A S  1 4 . 1 1 . 1 0 0 ( K ) .

M O W  T H E R E F O R E ,  BE  IT R E S O L V E D  BY T H E  A S S E M B L Y  O F  T H E  K E N A I  
P E N I N S U L A  B O ROUGH:

S e c t i o n  1 . T h a t  the K e n a i  P e n i n s u l a  B o r o u g h  s u p p o r t s  the 
p a s s a g e  By tHe A l a s k a  S t a t e  L e g i s l a t u r e  o f  S e n a t e  B i l l  351, 
w h i c h  w o u l d  n u l l i f y  the r e g u l a t i o n s  of the D e p a r t m e n t  of 
E d u c a t i o n  w h i c h  w o u l d  d e p r i v e  m u n i c i p a l i t i e s  o f  the S t a t e  of 
i n t e r e s t  e a r n i n g s  on i n v e s t e d  s c h o o l  c o n s t r u c t i o n  b o n d s .

S e c t i o n  2 . T h a t  the a s s e m b l y  d i r e c t s  the B o r o u g h  c l e r k  to 
f o r w a r d  a c o p y  of this r e s o l u t i o n  to G o v e r n o r  W i l l i a m  S h e f f i e l d ;  
C o m m i s s i o n e r  of E d u c a t i o n ,  H a r o l d  R a y n o l d s ;  S e n a t o r s  P a u l  
Fi s c h e r ,  J a l m a r  K e r t t u l a ,  E d n a  D e V r i e s  and J o h n  S a c k e t t ;  a n d  
R e p r e s e n t a t i v e s  M i k e  N a v a r r e ,  A n d r e  M a r r o u ,  B e t t e  Cato, M i k e  
S z y n a n s k i ,  a n d  K a y  W a l l i s

S e c t i o n  3 , T h a t  this r e s o l u t i o n  Lakes e f f e c t  i m m e d i a t e l y  
u p o n  its a d o p t i o n .

K e n a i  P e n i n s u l a  B o r o u g h  
R e s o l u t i o n  8 6 - 2 1  
Pa g e  1 of 2 P a g e s
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.A jliU y y y iu c h  fh jfJ V s o Q . w y iO ^ c M z ^  d -M .
SB 3 5 1 , ^as^d^-Talvce^

In January the State Board of Education adopted regulations to 
implement SB 5 1 , leg is la t io n  enacted la s t  session which increases 
the amount of debt reimbursement for school projects from 5 0 % to 
8 0 %, requires that a d i s t r i c t  demonstrate need for a pro ject, and 
r e s t r i c t s  the use of in terest earned on bond proceeds. Under the 
provisions of SB 5 1 , the regulations were submitted to the 
le g is la tu re  on the 1 0 th day of session and w il l  take e f fe c t  the 
9 0 th day unless a law i s  enacted disapproving them.

SB 3 5 1  would prohibit the board from requiring through regulation 
that the amount allowed for debt retirement be reduced by the 
amount of in terest  earned on the bond proceeds. This provision is  
in addition to the in terest  re str ic t io n s enacted by SB 5 1 , 
sp e c i f ic a l ly  that in terest  be used to pay project co sts , pay 
accrued in terest on the bond issue, redeem the bonds, or pay the 
cost.s of bond issuance.

The Governor recently introduced HB 5 2 0 , which would place the 
reduction requirement in statu te .

In addition, the committee w i l l  receive a briefing on the mutual 
concerns of the Alaska Native Health Service (ANHS) and the 
Department of Health and Social Services. The Alaska Native Health 
Service provides comprehensive health serv ices to Alaska Natives at 
hospitals and outpatient c l in ic s  across the s ta te . Mr. Robert 
Singyke, Director of the ANHS, and Commissioner John Pugh w i l l  
d iscu ss :

1 ) Impacts of the C-ramm, Rudmann, Hollings budget d e f ic i t  
procedures on ANHS and DHSS programs,

2 ) the hepatitis  B program,

3 ) the ANHS hospital and health f a c i l i t y  construction 
program, and,

4 ) ANHS allocation study.


