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MUNICIPAL
TCltPHON: 

(907) 580-1325 105 MUNICIPAL WAY, SUITE 301 
)UNEAU, ALASKA 99801

TO:

FROM:

DATE:

SUBJECT:

Representative Niilo Koponen, Co-Chair 
Representative Johnny Ellis, Co-Chair 
Members of House Health, Education and Social Services 

Committee

Scott A. Burgess, Executive Director 

February 17, 1988

HB 380 - State Aid for School Construction

The Alaska Municipal League supports the concept of HB 380 to address
school construction costs past, 
would provide a mechanism for t 
reimburse municipalities for sc

present and future. The legislation 
le State to meet its obligation to 
hool construction debt at statutory 

levels and to more effectively control the S t a t e’s future capital cost
in meeting its Constitutional responsibility for education. While the
AML generally supports the direction of the bill, specific problems 
with HB 380 may arise during the hearings that must be addressed in 
order to implement the program.

HB 380 would continue the school debt reimbursement program for debt 
incurred prior to July 1, 1988. A V[  school construction after that
date would be financed by grants awarded on a state-wide priority 
basis. The bill reflects the efforts of the Department of Education 
and municipal and school officials who met during the interim as the 
School Construction Funding Review Committee to address the school 
construction program and the needs of municipalities and the State. 
The bill also responds to the moratorium on new school construction 
debt imposed as a part of SB 150 which passed the Legislature last year 
allowing municipalities to refinance existing debt. Governor Cowper 
had asked for the moratorium to give the State time to develop a 
mechanism to control future debt and state cost for school c o n­
struction. The bill provides for that certainty for the Adminis­
tration. HB 380 also maintains the Legislature prerogative to review 
priorities and determine the appropriation level on an annual basis. 
Presumably the new grant program will still retain local control over 
design and construction under state guidelines and the ability of 
municipalities and districts to pay for new facilities outside the 
grant program and to add to approved facilities beyond the "basics" at 
their cost.

M EM BER OF THE NATIONAL LEAGUE OF C IT IES AND THE NATIONAL ASSOCIATION OF COUNTIES
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The shortcoming of the bill is the lack of guarantee tha future
appropriations will fully fund statutory obligations for de r eim­
bursement. While that guarantee does not exist now, i.e. it is subject 
to legislative appropriation, and cannot be given without a constitu­
tional amendment or a ballot measure to authorize a state general
obligation bond, the acceptance by municipalities of a grant process
for future school construction is offered as a compromise in exchange 
for full funding of existing debt. Some commitment to this compromise 
by the Governor and the Legislature is needed.

The AML supports the concept of HB 380 and looks forward to working
with the sponsor and Legislature to crafting a bill that meets existing
state obligations, the desire of the State to more effectively control
future costs, and to meet the education needs of our children.

cc: Representative Swackhammer
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  J a n u a r y  2 6 ,  1988

SUBJECT: S t a t e  a i d  f o r  s c h o o l  c o n s t r u c t i o n  -  HB 380
TO: R e p r e s e n t a t i v e  C .E i  Swackhammer
FROM: M ic h a e l  F .  F o rd

L e g i s l a t i v e  C oun se l

POUCH V . STATE CAPlTOt 

JUNEAU. ALASKA 99811 

907-465-3800

The f o l l o w i n g  i s  a s e c t i o n a l  a n a l y s i s  o f  t h e  above  
r e f e r e n c e d  b i l l :
S e c t i o n  1 T e c h n i c a l  amendment r e g a r d i n g  t h e  D ep a r tm en t  o f  
E d u c a t i o n ' s  power t o  a d m i n i s t e r  g r a n t s  u n d e r  AS 1 4 . 1 1 .
S e c t i o n  2 R e q u i r e s  t h e  Boa rd  o f  E d u c a t i o n  t o  r e v i e w  g r a n t  
a p p l i c a t i o n s  recommended u nd e r  AS 1 4 . 1 1 . 0 1 3  and g i v e s  th e  
b o a r d  power t o  a p p ro v e  g r a n t s  u nd e r  AS 1 4 . 1 1 . 0 1 5 .
S e c t i o n  3 P r o v i d e s  a u t h o r i t y  f o r  a r e g i o n a l  s c h o o l  b o a r d  t o  
recommeriH 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  t o  t h e  D ep a r tm en t  o f  
E d u c a t i o n .
S e c t i o n  4 E s t a b l i s h e s  th e  s c h o o l  c o n s t r u c t i o n  g r a n t  
a c c o u n t .
S e c t i o n  5 P r o v i d e s  t h a t  s c h o o l  d i s t r i c t s  may su bm i t  a p p l i -  
c a t i o n s  f o r  s c h o o l  c o n s t r u c t i o n  g r a n t s .  E s t a b l i s h e s  e l i g i ­
b i l i t y  c r i t e r i a  f o r  g r a n t s  and r e q u i r e s  th e  d e p a r tm en t  t o  
p e r f o rm  c e r t a i n  r e v i e w  f u n c t i o n s .  R e q u i r e s  t h e  d ep a r tm en t  
t o  e s t a b l i s h  g r a n t  p r i o r i t i e s ,  a l l o w s  the  d e p a r tm e n t  t o  
r e d u c e  o r  om i t  g r a n t  r e q u e s t s ,  and r e q u i r e s  t h e  d e p a r tm en t  
t o  r e d u c e  r a n t  r e q u e s t s  i n  c e r t a i n  c a s e s .  P r o v i d e s  f o r  
r e c o n s i d e r a t i o n  o f  a g r a n t  d e c i s i o n  by th e  d e p a r tm e n t ,  and 
f o r  a p p e a l  o f  t h e  d e p a r tm e n t ' s  r e c o n s i d e r e d  d e c i s i o n .  
R e q u i r e s  th e  B oa rd  o f  E d u c a t i o n  t o  r e v i e w  g r a n t  a p p l i c a t i o n s  
and a l l o w s  th e  b o a r d  t o  ap p ro v e  an a p p l i c a t i o n  t h a t  meets  
s p e c i f i e d  c r i t e r i a .  P r o v i d e s  t h a t  th e  d ep a r tm en t  c a n n o t  
award a g r a n t  u n l e s s  ap p ro v ed  by th e  b o a r d .  E s t a b l i s h e s  
c e r t a i n  c o n d i t i o n s  f o r  a l l  g r a n t s  t h a t  a r e  awa rded .



R e p r e s e n t a t i v e  C .E .  Swackhammer 
Page 2
J a n u a r y  2 6 ,  1988

S e c t i o n  6 E s t a b l i s h e s  l i m i t s  on payment o f  s t a t e  a i d  f o r  
r e t i r e m e n t  o f  c e r t a i n  s c h o o l  c o n s t r u c t i o n  d e b t .
S e c t i o n  7 P r o v i d e s  t h a t  a d i s t r i c t  i s  n o t  p r e v e n t e d  f r om  
u s i n g  o t h e r  r e v e n u e  f o r  s c h o o l  c o n s t r u c t i o n ,  by t h e  te rm s  o f  
AS 1 4 . 1 1 .
S e c t i o n  8 Amends t h e  d e f i n i t i o n  o f  " c o s t s  o f  s c h o o l  
c o n s t r u c t i o n " .
S e c t i o n  9 Adds a d e f i n i t i o n  f o r  " d i s t r i c t " .
S e c t i o n  10 T e c h n i c a l  amendment.
S e c t i o n  11 R e p e a l e r s .
S e c t i o n  12 E f f e c t i v e  d a t e .

h J F : g c  
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M a y  12, 19 8 7

The Honorable Al Adams, C h a i r m a n  
House Finance Comm ittee 
A l ask a State Legislature  
P.O. Box V 
Juneau, A K  99811

Dear R e p r esen tative Adams:

SUBJECT: SB 1 5 0-Relating to bonds issued for school
c o n s t r u c t i o n .

M a n y  m u n i c i p a l  and b o r o u g h  o f f i c i a l s  have  met w i t h  me and 
m y  staff to express c o n c e r n  over the p r o p o s e d  level of 
funding for school debt retirement. To m i t i g a t e  the 
impact of reduced revenues, they have r e q u e s t e d  leg is­
lation to allow r e s t r u c t u r i n g  of their c u r r e n t  debt, 
e x t e n d i n g  the term for repayment. W h i l e  r e s t ructu ring 
will lower the present p a y m e n t s  on the debt, it will 
o bligate the state to r e i m b u r s e m e n t  for school c o n­
stru ction  debt for years b e y o n d  the rev enue curve g e n e r a t­
ed by Prudhoe Bay.

The S ta te can no longer a fford to c o n t i n u e  the existing 
and ever increas ing o b l i g a t i o n  for d e b t  r e i m b u r s e m e n t  
under school 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  program. It is 
my intent to work d u r i n g  the i n t e r i m  w i t h  m u n i cipal and 
b o r ough officials, school d i s t r i c t  personnel, legislators, 
and m e m b e r s  of m v  a d m i n i s t r a t i o n  to d e v e l o p  a new p roposal 
for school cons t r u c t i o n  f i nance for i n t r o d u c t i o n  next 
l egislative  session. It is i m p e r a t i v e  that a p r o g r a m  be 
d e v e l o p e d  w h i c h  a d e q u a t e l y  a d d r e s s e s  the needs for school 
c o n s t r u c t ion and m a j o r  r e n o v a t i o n s  s t a t e w i d e, while 
m a i n t a i n i n g  the proper c necKS ~~and b a l a n c e s  to assure’ 
fiscal prudence.

I have agreed to s u p p o r t  SB 150 w i t h  the' p r o p o s e d  a m e n d­
ments to allow for r e s t r u c t u r i n g  of e x i s t i n g  debt.
However, m y  s u pport is c o n t i n g e n t  on m a i n t a i n i n g  in this 
l e g i s l a t i o n  the c utof f d a t e  for the e x i s t i n g  school debt 
r e i m b u r s e m e n t  program. T h o s e  bonds w h i c h  have been
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a u t h o r i z e d  b u t  u n i s s u e d  u n d e r  t h i s  p r o g r a m  w o u l d  c o n t i n u e  
to b e  e l i g i b l e  for r e i m b u r s e m e n t ,  b u t  the s t a t e  w o u l d  
i n c u r  no a d d i t i o n a l  o b l i g a t i o n  u n t i l  a n e w  p r o g r a m  is in 
p l a c e .

I a m  c o n f i d e n t  t h a t  t o g e t h e r  w e  w i l l  b e  a b l e  to d e v e l o p  a 
n e w  p r o g r a m  f o r  s c h o o l  c o n s t r u c t i o n  w h i c h  w i l l  a d e q u a t e l y  
p r o v i d e  f o r  t h e  m a n y  n e e d s  o f  s c h o o l  d i s t r i c t s  a r o u n d  the 
s t a t e  w h i l e  i n c r e a s i n g  p u b l i c  c o n f i d e n c e  i n  o u r  a b i l i t y  to 
e f f e c t i v e l y  m a n a g e  t h e  l i m i t e d  r e s o u r c e s

[ S i n c e r e l y ,

S t e v e  C o w p e r  
G o v e r n o r

cc: T h e  H o n o r a b l e  C. E .  S w a c k h a m m e r
A l a s k a  S t a t e  L e g i s l a t u r e

T h e  H o n o r a b l e  P a u l  F i s c h e r  
A l a s k a  S t a t e  L e g i s l a t u r e

H u g h  M a l o n e ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

B i l l  D e m m e r t ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  E d u c a t i o n
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Alabama

Arkansas

Hawai i 

Florida

Indiana

Kentucky

Georgia

STATE METHOD OF FUNDING

Mostly local taxes - $60/Classroom Unit per year State funded.

84 Million in FY87 - All local taxes - No State contribution.

25 million in FY87 - Direct appropriation.

Plan 8.8 billion in construction in 10 years - need 573 elem., 174 
middle, 94 H.S. facilities - State Board issues bonds - Board allocates 
funds based on enrollment growth compared to base years, and requires 
plant survey - Local levy limit of 10 mils for schools.

State provides a $250,000 advance to school districts with less than 
$8400 AV/Pupil (ADA).

Foundation program includes $1,800 per classroom per year "capital 
funds". Facilities needs established by State DOE - but largest part of 
project locally funded.

Required local effort of 10 - 25X of project based on wealth. State 
effort limited by statute to total of 100 million —  Each LEA entitled 
to a portion of total authorizations set by State Board based on ratio 
of LEAs need to total of all system needs. Program excludes: pools, 
tanks, stadiums, athletic facilities, and central administrative 
offices. Requires annual 5 year forecast and survey every five years. 
DOE sets qualifying standards and reviews and certifies surveys. State 
Board approves or rejects survey recommendations.

No

EQUITY

No
1 mil = $2500 to 
$7500

Yes - Single 
School District

"Yes -
substantial ly 
equal"

No

"No Answer"

Yes

Massachussetts 120 million in grants - distributed by AV/P equalized funding pays No
interest only up to 50X of project cost.
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Nebraska 31 million FY86 from local bond issues - minimal State funds. No

New York $400 mi 11 ion/year 
project.

principal and interest reimbursed up to 51X of Yes: For wealthy
districts State 1 
is less. For 
poorer districts 
it is more.

North Carolina State Board issues capital money on per student basis (ADM) to districts No 
- 25X local funds required. Commission on School Facility Needs - is 
studying ways to reduce incentive to delay maintenance.

Ohio 10 million in grants per year, 
back to the State.

Debt retirement assistance must be paid No

Texas $1 billion/year - local bonds and taxes - State guarantees bonds to 
raise ratings and save interest cost.

No

Virginia $81 million new - $80 million additions and alterations - local funds - No 
VPSA purchases general obligations bonds from localities - LEAs do not 
need voter approval for bonds sold to VPSA - VPSA sells bonds to finance 
purchase - VPSA bonds rank Aa.

Wisconsin 98.< million P & I - State pays minor share of P & I - districts that
spend at the same level per student will tax at the same rate.

"Yes - some1

Oklahoma

South Carolina

All local funds.

Total expenditures $136 mill in FY87 - State provides only 
$30/student/year from 10X sales tax for capital needs. Most 
construction funds are locally generated.

No

No

West V*rginia All local funds. No

Wyoming Local funding mostly. Since 1976 State grants up to 20X of some No
projects - 7 million this year to 25 qualifying districts (out of 49).
No State standards for school buildings or sites.
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• Are there states which fund school construction through direct 
capital appropriation?

• Are there states which fund school construction through an ad­
ministrative process?

In the case of states which use.an administrative process to fund local 

school construction, we were also asked to provide examples of statutes 
used to authorize these programs.

We contacted the Education Commission of the States and obtained survey 

and descriptive information on the methods used by states to fund 

school construction. In addition, we contacted state education agencies 
in Alabama, Illinois, Indiana, Minnesota, Missouri, Nevada, Pennsyl­

vania, South Carolina, Vermont, Washington, and Wisconsin to obtain 

specific information on school construction aid programs in these 
states.

Direct Legislative Appropriations

We have found only one example of a state other than Alaska which funds 
school construction through direct capital appropriation. Hawaii has 
only one school district, a statewide district, through which all 
school construction is funded. The Hawaii Legislature funds this con­
struction on a project by project basis. According to Kay Jones of 

the Hawaii Department of Education, a statewide list of priorities is 
developed by the Department of Education; instructional space needs 
and facility rehabilitation are given top priority. Ms. Jones stated
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that the legislature generally follows the recommendations of the 
Department of Education with regards to the order of the projects. 

However, the department does not recommend the overall funding level; 
this is determined by the legislature. Ms. Jones noted that the legis­

lature has occasionally funded projects which were not at the top of 
the priority list; however, these were few in number and usually in­

volved less expensive additions such as recreational facilities and 
auditoriums, not major projects such as new schools.

In addition, A1abama funds school construction by state bond issues. 

The Alabama Legislature identifies school projects to be included on 

the ballot proposition placed before the voters; however, voter approval 
of the bond issue is required before the projects are funded. While 
this is not a direct legislative appropriation, the executive branci of 
government is not involved 1n the project selection process.

We encountered no other instances where states funded local school 
construction through direct legislative appropriation. However, we 
have contacted only eleven states directly. The remainder of our infor­
mation is derived from two reports provided by the Education Commission 
of the States (ECS). Neither of these studies contains ar.y reference 
to the use of direct capital appropriation as a method of providing 
state aid to local school construction. However, it is not clear that 

either of the studies intended to address nonadministrative programs 
for school construction assistance.

Administrative Methods of Funding School Construction

There appear to be six general methods used by states to fund local 

school construction: full state assumption of costs; cost sharing on a

percentage basis; flat grants for school construction; an equalization 
funding system; low interest loan programs; and the creation of an 

independent authority which leases school facilities to local districts. 
In this section, we will provide a brief description of each method of 
school construction assistance, including examples of states which have 

implemented such programs.

At the end of each description, a list of the possible advantages and 

disadvantages of the program is provided. This list is derived from 
a survey article on school construction financing in the Journal of 
Education Finance.1 For additional information on state school con­

struction funding programs, we refer you to the article, which is

1 Richard Salmon and Stephen Thomas, Journal of Education Finance, 
"Financing Public School Facilities in the 80*s," Volume 17, No. I, 

Summer 1981, pp. 88-109.
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provided as Attachment A. In addition, we have provided an appendix 

which contains authorizing statutes from other states for each type of 
program.

Full State Support. Under full state support programs, the state
undertakes to fund all capital and debt service expenditures associated 
with the construction of local schools. Full support programs do not 
always pay for the entire cost of school construction. If the amount 
of funds available from the state is less than the cost of all planned 
construction, local districts may have to supplement state funding or 
cancel projects. In the case of Hawaii, with a single, statewide school 
district, local governments may supplement school construction funds by 
donating equipment or locating recreational facilities adjacent to 
schools. The source of state funding may be legislative appropriation, 
as in the case of H awaii, the sale of bonds, a dedicated fund, or from 
some combination of all three.

States with full support programs generally have a mechanism for 
determining the capital needs of local districts. As noted earlier,
Hawaii develops a priority list giving first preference to instruc­
tional space needs, with needs such as recreational facilities given 
less weight. Florida develops an annual allocation for each school 
district based on projection of school facility needs, the district's 

school bond debt, and the district's ability to obtain funding from 
other sources.

In the appendix, we have included the statutes from Florida authoriz­
ing its f u l , state support program.

Advantages: there is a high degree of fiscal equalization among
districts;

the local districts avoid over-taxing a single revenue 
source by using the state's greater access to revenue 
source;

the state can develop an allotment mechanism based on 
need;

there are savings in the bond market resulting from 

consolidation of bond issues into a single state issu­
ance; and

the long delays and costs that may be incurred by
local bond referendums are avoided.
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Disadvantages: there is an additional concentration of power and con­

trol of public schools at the state level;

the unique need of varying localities may not be recog­
nized because of uniformity among facilities within 
the state;

there may be less experimentation and innovation in 
local school facilities; and

needed facilities may be unnecessarily delayed due to 

the competition for resources at the state level.

Percentage-Matching. A percentage-matching state support program pro- 
vides local school districts with assistance for school construc­
tion according to the amount contributed by the local district. Alaska 

has such a program, but only for the organized boroughs and first-class 
and home rule cities. Under these programs, the state defines the allow­

able costs to be used when determining the amount of school construction 
aid, and then pays a percentage of the total cost, a percentage of the 

local district's debt service, or both. Such expenses as site acquisi­
tion, architectural fees, and moveable equipment may or may not be 
included when calculating the total cost of the project for the purpose 
of providing aid.

In V e r mo nt , the state contributes 30 percent of the audited cost of
local school construction, not including site acquisition or moveable

equipment. In addition, the state also pays for 20 percent of all 
principal and interest payments made by local districts for school 
bonds or short-term school construction loans. The statutes authoriz­

ing this program have been included in the appendix.

Advantages: initiation of school construction projects remains the
perogative of local school districts;

the state, through use of a project approval process,
can encourage cost-effective construction practices; 
and

state assistance reduces the dependency on local re­
sources.

Disadvantages: school districts with the greatest revenue bases bene­
fit the most from such programs;

substantial resources may be required from the state to 
meet its percentage-match obligation; and
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school districts without significant facility needs 
would not benefit from state assistance.

Flat-Rates. Some states reimburse local school districts for school 
construction costs based on a fixed amount per unit. This unit may be 
the average attendance of the district, the rated capacity of the
facility, or the square footage of the project. The significant feature
of a flat-rate support program is that it does not take into account
the revenue capacity of the district, the level of local expenditure, 
or the need for the capital project.

In South C ar ol in a , the Department of Public Instruction provides each 
district with 530 per year for every student enrolled in the district. 
According to Dr. Henry Hollingsworth, with the Department of Public 

Instruction, South Carolina pays approximately $18 million per year 
for school construction to the local district. This covers about 20 

percent of the cost of school construction in the state. There is 
currently a proposal in the South Carolina Legislature to increase 
the amount per student to $127 annually next year, with the amount
to fluctuate over the next several years, leveling off at $80 per 
year.

In Indiana, every district receives a grant of $40 per registered 

student each year. The school district must apply this money to any 

debt .ervice obligations; if there is a remainder, it may be trans­
ferred to the district's general fund. We have included the Indiana 

statute authorizing this program in the appendix.

Advantages: the control of school building programs remains at the
local level;

some measure of equalization is provided since money 
is provided irrespective of the local contribution;

the flat-rate grants reduce the school district's de­
pendency on local revenue sources; and

the program is easily administered, as it has a simple 
allocation formula.

Disadvantages: programs may not provide sufficient funds to finance
projects; and

programs may not take into account the building needs 
of each district.
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Equalization A i d . Equalization programs for state support of local
school construction seek to provide a varying level of aid to different 

districts based on the district's ability to generate revenue. Thus, 
they seek to equalize the local districts' ability to finance school 
construction. Equalization support programs have two principal fea­

tures: a method of determining the base amount of funding to be used, 
and a formula for calculating an equalization rate to be applied to 
the base amount of support to determine the actual amount of aid.

The equalization rate invariably includes some calculation which divides 
a number representing the size of the district's tax base by some 
measure of the size of the school system. A district with a large tax 
base will have lower ratio of reimbursement than a district of equal 
size with a small tax base. This may not be the only factor in calcu­
lating the equalization rate, however. The State of Washington includes 
projections of student growth and an inventory of existing buildings 
in the calculation of the district's equalization rate.

States use a variety of methods to determine the initial aid amount 
which is to be multiplied by the district's equalization ratio. Penn­

sylvania uses the student capacity of the project to determine the num­
ber used with the equalization ratio. For example, if a school district 
is building a high school with a capacity of 700, then the aid rate

per student of $3,000 is multiplied by 700 to derive a base aid rate 
of $2.1 million. This is then multiplied by the district's equalization 
ratio. If the district had an equalization ratio of .5, it would

receive $1.05 million in aid for the school project.

Washington, on th* other hand, uses a percentage match system in con­

junction with its equalization program. Depending on the resources 

and needs of the district, the state reimburses between 20 and 90 
percent of the cost of school construction projects.

The authorizing statutes for the Washington, Pennsylvania, and Wisconsin 
programs have been included in the appendix.

Advantages: comparable school facilities are available to districts
independent of the capacity of the district to generate 

revenue; and

reduced need for local revenues for school construction 
allows municipalities to expend more on other needs.

Disadvantages: for the program to be effective, the state must fund 
the full amount needed for eligible school construc­
tion.
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Loa ns . In addition to providing grants to local school districts for 

school construction, states may also provide low-interest loans. Loans 
may be funded through direct appropriation, or the state may establish 
a revolving loan fund. State loans are generally not charged against 

the local school district's debt limit for bonding purposes. Some 
states may make loans available to any district, while some states may 

have provisions which favor needier districts. The amount of funds 
available to districts through state loans is usually modest.

Minnesota has a low-interest loan program established to assist newly 
emerging school districts and districts in areas of rapid population 
growth. According to Ron Laliberte, with the Minnesota Department of 

Education, these districts may be faced with a substantial school 
population before the local tax base has developed sufficiently to 

support the district's construction needs. Eligibility is determined 
by computing the taxable property valuation of the district per student. 
He noted that very few districts qualify for the program because their 
property valuation is too high.

In Minnesota, the loan program is funded by legislative appropriation. 
According to Mr. Laliberte, there have been no loans given out in the 
last two years due to a lack of appropriations from the legislature. 
There are currently no plans to reactivate the program.

Arkansas has a revolving loan program which makes approximtely $350,000 

available annually for loans to local school districts at 6 percent 
interest. The loans are generally for six years, and the district is 
required to levy taxes to pay off the principal and interest in this 
period. Indiana has one loan program which makes a total of $1.5 mil­
lion available annually to school districts for school construction 

loans at an interest rate one percent below the current bond market 

rate. It also has a Veterans' Memorial School Construction Fund which 
makes a small amount of loans available at one percent interest rates.

We have included the statutes authorizing school construction loan 
programs from Indiana and Minnesota in the appendix.

Advantages: loan programs provide an economical way for local dis­
tricts to borrow funds;

loans from the state are not generally charged against 
the district's debt limit;

the time required to obtain loans is generally less 
than for bonding; and
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the state, through an approval process, can encourage 
cost effective construction practices.

Disadvantages: state loan funds are frequently limited and provide

only a small portion of the funds needed for school 
construction;

equalization of resources may not be addressed, depend­
ing on the structure of the program;

establishment of a loan fund may direct the attention 

of the legislature away from other, more substantial 
methods of funding school construction; and

local control of the schools may be diluted by the state 
approval process.

Authorities. The final method used by states is the establishment of 
a nonprofit corporation or building authority which issues the bonds 
for construction of school facilities, retains ownership of the facili­
ties, and leases them to the local school districts. This method is 
usually used to bypass state limits on local bonded indebtedness by 
having another party issue the bonds. Generally, the school district 

is deeded the facility after the lease payments have covered the costs 
of the bonds.

Kentucky uses this method of school financing, provided districts have 

levied the maximum general fund tax rate, levied a local tax sufficient 
to be eligible for their equalization program, submitted a balanced 

budget and have no current or projected deficit in either general or 
capital construction funds; and have completed a facilities survey 
within the last five years.

In the appendix, we have included the Kentucky and Pennsylvania statutes 
authorizing the creation of building authorities.

Advantages: building authorities offer a method of evading tax and
debt restrictions imposed by state law or the state 
constitution;

state, local, and federal revenues may be used by the 
school district to pay for the rental costs of the 
schools; and

building authorities may enable local school districts 

to acquire funds for construction without voter approv­
al .
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Disadvantages: the c reat ion of  bui ld ing a u th o r i t i e s  ignores the real
problems o f  funding schools by circumventing tax and 
debt l im i t a t i o n s ;
bui ld ing au tho r i t i e s  gene ra l ly  use revenues bonds to
f inance school const ruc t ion ;  these bonds have higher
i n te re s t  ra tes than general ob l ig a t i on  bonds; and
the pub l i c ' s  r igh t  to voter approval o f  school construc­
t ion is  circumvented by a u t h o r i t i e s .

In add i t ion  to the s ta tu tes  included in the appendix and the a r t i c l e  on 
school const ruct ion f inancing tha t  is Attachment A, we have a l so  a t ­
tached to th is  memorandum a matr ix char t prepared by the Education 
Commission o f  the States (Attachment B) which shows the operat ing and 
cap i ta l  funding methods f o r  the f i f t y  s t a t e s .  For your purposes, the
headings which run h o r i z o n t a l l y  across the page are the per t inent
ca tego r ie s ;  the v e r t ic a l  axis per ta ins to methods o f  funding operat iona l 
expendi tu res .  Un fo r tuna te ly ,  the char t does not include information 
on s ta tes  which permit bui ld ing au th o r i t i e s .
There is a tab le  in Attachment A which does show methods o f  cap ita l  
funding by s ta tes  and does inc lude in fo rmat ion on a u t h o r i t i e s ;  however, 
our te lephone interviews have indicated that there are several inac­
curacies in th is  t a b le .  I t  should be noted that we obtained in forma­
t io n  in our conversations with school o f f i c i a l s  in other  s ta tes  that 
was not in agreement with e i t h e r  cha r t .  There fo re ,  while these summary 
tab le s  provide somewhat useful ind ica to rs  o f  the degree to which var ious 
types o f  programs are used, i t  appears l i k e l y  that  both contain at 
l e a s t  some e r r o r s  with regard to s p ec i f i c  programs in ind iv idua l s t a t e s .
I f  you have any quest ions ,  o r - i f  we can provide f u r t h e r  ass is tance ,  
p lease do not hes i t a te  to contact us.
JS
Attachments
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A L A S K A  S T A T E  L E G I S L A T U R E  
H O U S E  O F  R E P R E S E N T A T I V E S  

R E SE A R C H  A G E N C Y

P.O. Bo* Y. State Capiio l 
Juneau. A laska 99811-3100 

M a il Stop 3100 
(907) 465-3991

February 27 , 1987

MEMORANDUM
TO: Representat ive C. E. Swackhammer
ATTN: Tom Wright
FROM: Jay Livey t y .

L eg is l a t i v e  Analyst
RE: Imp l ica t ions  o f  Proposed Changes in the Law Regarding Reimbursement

o f  School Debt Serv ice Payments 
Research Request 8 7 . 16C

You asked tha t  we analyze the e f f e c t  o f  a proposed change in the law which 
would e l im ina te  paragraphs ( 3 ) and ( 4 ) o f  AS 14 . 11 . 100 ( j ) .  This change 
would a l l ow  mun ic ipa l i t i e s  more l a t i t u d e  in re f inanc ing  school bonds. 
8elow, we exp la in the lega l  e f f e c t  o f  the change and discuss the e f f e c t  o f  
the change on the f inances o f  the S ta te  and m un ic ip a l i t i e s .

EFFECT OF STATUTORY CHANGES
Alaska S ta tu te  14 . 11.100 author izes  the S ta te  to  reimburse mun ic ipa l i t i e s  
f o r  municipal debt se rv ice  payments f o r  school cons t ruc t ion  bonds. Section 
14 . 11 . 100 ( j ) ( 2 ) requ i res  tha t  "bonds may not be refunded unless the annual 
debt se rv ice  on uie refunding issue is  not g re a te r  than the annual debt 
s e rv ice  on the o r i g i n a l  i s su e . "  Sect ion 14 . 11 . 100 ( j ) ( 3 ) s ta te s  tha t  "bonds 
must be repaid in approximate ly equal annual p r in c ip a l  o r  approximate equal 
debt se rv ice  payments over a per iod o f  at l e a s t  1 0  y e a r s . "
In e f f e c t ,  these two paragraphs p ro h ib i t  a mun ic ipa l i ty  from refunding a 
bond i f  the annual debt se rv ice  payments on the refunded bond exceed what 
the annual payments would have been on the o r i g i n a l  bond. I f  the refunding 
extends the debt se rv ice  over more years  than the o r i g i n a l  payment sched­
u l e ,  some payments w i l l  be made in years in which no payments would have 
been made under the o r i g in a l  i ssue .  This v i o l a t e s  the p rov is ion  o f  current 
law which requ i res  lower annual debt se rv ice  payments a f t e r  re funding.
Bonds are normal ly re f inanced to e i t h e r  take advantage o f  lower in t e re s t  
r a te s  o r  to a l t e r  the debt se rv ice  schedule. The l a t t e r  reason is the 
primary mot ivat ion behind these proposed changes. Although the repayment 
schedule on a bond tha t  was used to f inance a bu i ld ing  would normal ly
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match the useful l i f e  o f  that bu i ld ing (20 to 30 y e a r s ) ,  many school bonds 
in Alaska have s h o r t e r  pay back schedules to correspond to the "Prudhoe Bay 
cu rve . "  Municipal bond debt se rv ice  payments were s t ruc tu red  so that  the 
bonds would be paid back be fo re petroleum revenue from Prudhoe Bay produc­
t ion  decl ined s i g n i f i c a n t l y .  I t  i s  common f o r  school bonds in Alaska to 
have pay back schedules o f  10 to 12 yea r s .  As a r e s u l t ,  the annual debt 
se rv ice payments o f  mun ic ip a l i t i e s  are higher than i f  the payments were 
extended over more yea rs .
The recent dec l ine  in o i l  p r ices  and subsequent S ta te  budget reductions 
have adverse ly  a f fe c ted  the f inances o f  many communities. One way f o r  
communities to respond to budgetary s h o r t f a l l s  i s  to r e s t ru c tu r e  t h e i r  debt 
so tha t  p r inc ipa l  and i n t e r e s t  payments are made over a longer  per iod o f  
t ime. Although more debt se rv ice  i s  paid i f  the payments are extended, the 
annual payments are reduced, he lping to a l l e v i a t e  m un ic ip a l i t i e s '  immediate 
cash f low problems. The proposed changes to  the law a l low th i s  r e s t r u c t u r ­
ing.
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S E C T I O N  O N E  OFF E R S  A  T E C H N I C A L  C H A N G E  T O  I N C L U D E  R E S P O N S I B I L I T Y  F O R  T H E  N E W  

G R A N T  P R O G R A M  A M O N G  T H E  DUTI E S  O F  T H E  D E P A R T M E N T  U N D E R  AS 14.11.

SE C T I O N  TWO E S T A B L I S H E S  B O A R D  O F  E D U C A T I O N  R E V I E W  O F  G R A N T  A P P L I C A T I O N S  A N D  

T H A T  F I N A L  A P P R O V A L  A U T H O R I T Y  F O R  G R A N T S  R E S T S  W I T H  T H E  BOARD.

A  T E C H N I C A L  C H A N G E  IS A D D R E S S E D  IN S E C T I O N  T H R E E  W H I C H  PROV I D E S  A U T H O R I T Y  

F O R  A  R E G I O N A L  S C H O O L  B O A R D  T O  R E C O M M E N D  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  TO 

T H E  D E P A R T M E N T  O F  E D U C A T I O N  A S  S P E C I F I E D  IN N E W  L A N G U A G E  U N D E R  A S  1 4 . 1 1 . 0 1 1  

(B).

A  N E W  S C H O O L  C O N S T R U C T I O N  G R A N T  A C C O U N T  IS E S T A B L I S H E D  IN S E C T I O N  FOUR. 

L E G I S L A T I V E  A P P R O P R I A T I O N S  F O R  S C H O O L  C O N S T R U C T I O N  W O U L D  B E  D E P O S I T E D  IN 

T H E  FUND A N D  G E N E R A L  O B L I G A T I O N  B O N D  S A L E  P R O C E E D S  M A Y  A L S O  B E  DEPOSITED.

S E C T I O N  FIV E  ADD S  N E W  SECT I O N S  TO  A S  14.11.

1) T H E  F I R S T  N E W  S E C T I O N  O U T L I N E S  T H E  A P P L I C A T I O N  PROCESS. T H E  P R OCESS IS 

I D E N T I C A L  TO  T H E  C U R R E N T  A P P L I C A T I O N  E X C E P T  T H A T  P R O J E C T  A P P L I C A T I O N S  W O U L D  

B E  R E Q U I R E D  F O R  A L L  R E Q U E S T S  O N  A  D I S T R I C T ' S  S I X  Y E A R  PLAN, N O T  T H O S E  FOR 

T H E  S U B S E Q U E N T  F I S C A L  Y E A R  AS IS N O W  DONE. A D D I T I O N A L L Y ,  A  R E Q U I R E M E N T  IS 

A D D E D  T H A T  A L L  F A C I L I T I E S  IN T H E  D I S T R I C T  BE I N S U R E D  F O R  R E P L A C E M E N T  COST.

2) T H E  N E W  SECO N D  S E C T I O N  AS D E S C R I B E D  IN AS 1 4 . 1 1 . 0 1 3  A S S I G N S  TO  T H E  

D E P A R T M E N T  O F  E D U C A T I O N  T H E  R E S P O N S I B I L I T Y  F O R  R EVIEWING, E V A L U A T I N G  A N D  

R E C O M M E N D I N G  PROJ E C T S  F O R  A P P R O V A L  TO  T H E  S T A T E  S C H O O L  B O A R D . T H E  D E P A R T M E N T  

W I L L  V E R I F Y  T H A T  E A C H  P R O J E C T  Q U A L I F I E S  AS  A  P R O J E C T  R E Q U I R E D  T O  A V E R T  

I M M I N E N T  D A N G E R  O R  TO  C O R R E C T  L I F E  T H R E A T E N I N G  SITUATIONS, H O U S E  STUDENTS 

T H A T  W O U L D  O T H E R W I S E  N O T  H A V E  HOUSING, P R O T E C T  T H E  S T R U C T U R E  O F  E X I S T I N G  

S C H O O L  FACILITIES, C O R R E C T  B U I L D I N G  COD E  D E F I C I E N C I E S  T H A T  R E Q U I R E  M A J O R  

R E P A I R  O R  R E H A B I L I T A T I O N  IN O R D E R  F O R  ITS C O N T I N U E D  U S E  AS  A N  E D U C A T I O N A L  

FACILITY, A C H I E V E  A  M A J O R  C O S T  SAVINGS, M O D I F Y  O R  R E H A B I L I T A T E  F A C I L I T I E S  

T O  IM P R O V E  I N S T R U C T I O N A L  PROG R A M S  O R  M E E T  A N O T H E R  E D U C A T I O N A L  NEED.

T H E  D E P A R T M E N T  W O U L D  NO  L O N G E R  E S T A B L I S H  T W O  S E P A R A T E  P R I O R I T I Z E D  LISTS,

O N E  FOR R . E . A . A . ' S  A N D  T H E  O T H E R  F O R  M U N I C I P A L  S C H O O L  D I S T R I C T S  W H I C H  IS 

T H E  C U R R E N T  PRACTICE. IN P L A C E  O F  T H E  C U R R E N T  PROCESS, T H E  D E P A R T M E N T  IS 

D I R E C T E D  T O  C R E A T E  S I X  LISTS, O N E  F O R  E A C H  F I S C A L  Y E A R  AS P A R T  O F  A  S I X  

Y E A R  P L A N N I N G  C Y C L E  F O R  S C H O O L  C O N S T R U C T I O N  PROJECTS. T H E S E  L ISTS W O U L D  

C O N T A I N  O N L Y  T H O S E  PROJ E C T S  W H I C H  H A V E  M E T  Q U A L I F I C A T I O N S  E S T A B L I S H E D  BY 

T H E  N E W  S T A T U T E  A N D  T H E  DEPARTMENT. T H E  S T A T E  B O A R D  W O U L D  H A V E  T H E  

D I S C R E T I O N  T O  S C H E D U L E  O R  P H A S E  PROJ E C T S  AS  D E E M E D  NECES S A R Y .  A T  L E A S T  ONE 

O F  T H E  F O L L O W I N G  F A CTORS W I L L  BE  E V A L U A T E D  B Y  T H E  D E P A R T M E N T  W H E N  

E S T A B L I S H I N G  PRIORITIES:

A) E M E R G E N C Y  R EQUIREMENTS;

B) P R I O R I T I E S  A S S I G N E D  B Y  T H E  S C H O O L  D I S T R I C T  T O  T H E  P R O J E C T S  REQUESTED;

C) N U M B E R  O F  STUDE N T S  W I T H O U T  C L A S S R O O M  SPACE;

D) N E W  L O C A L  E L E M E N T A R Y  A N D  S E C O N D A R Y  PROGRAMS;

E) E X I S T I N G  REGIONAL, C O M M U N I T Y  A N D  S C H O O L  F A C I L I T I E S  A N D  T H E I R  CONDITION;

A N D  F) A L T E R N A T E  O P TIONS F O R  A C C O M P L I S H I N G  T H E  P R O J E C T ' S  OBJECTIVES.



T H E  C R I T E R I A  A N D  DE T E R M I N A T I O N S  T H A T  W E R E  O U T L I N E D  A R E  E S S E N T I A L L Y  T H E  SAME 

AS T H O S E  C U R R E N T L Y  U S E D  BY  D.O.E. T H E  P R I O R I T Y  S Y S T E M  IS N O W  A  PA R T  OF  

S T A T U T E  R A T H E R  TH A N  REGUIATIONS.

P R O J E C T  R E Q U E S T S  M A Y  BE R E J E C T E D  A N D  O M I T T E D  F R O M  T H E  S I X  Y E A R  P L A N  D U E  TO 

I N C O M P L E T E  I N F O R M A T I O N  O R  D O C U M E N T A T I O N  P R O V I D E D  B Y  T H E  DISTRICT, A  

D E T E R M I N A T I O N  T H A T  E X I S T I N G  F A C I L I T I E S  CAN A D E Q U A T E L Y  S E R V E  P R O G R A M  

R E Q U I R E M E N T S  O R  T H A T  A L T E R N A T I V E  PROJ E C T S  A R E  IN T H E  B E S T  I N T E R E S T S  O F  THE 

STATE, A  D E T E R M I N A T I O N  T H A T  T H E  P R O J E C T  IS I N A P P R O P R I A T E  A N D  S H O U L D  BE  A  

D I S T R I C T  M A I N T E N A N C E  O R  O P E R A T I O N S  E X P E N D I T U R E  O R  T H A T  T H E  P R O J E C T  IS NOT 

IN T H E  B E S T  I N T E R E S T  O F  T H E  STATE. THI S  A L L O W S  D . O  E. TO  P R O V I D E  A  

C R E D I B L E  L I S T  TO  T H E  G O V E R N O R  A N D  T H E  L E G ISLATURE. T H E  B O A R D  W I L L  A L S O  BE 

IN P O S I T I O N  T O  A C C E L E R A T E  PROGRAMS AS D E E M E D  N E C E S S A R Y  B A S E D  U P O N  

A V A I L A B I L I T Y  O F  FUNDS A N D  S U P P O R T I V E  EVIDENCE.

P R O J E C T  B U D G E T S  W O U L D  BE R E D U C E D  B Y  T H E  C O S T  O F  T H O S E  P O R T I O N S  O F  T H E  

P R O J E C T  T H A T  T H E  D E P A R T M E N T  D E T E R M I N E S  A R E  F O R  C O N S T R U C T I O N  O F  S T U D E N T  

R E S I D E N T I A L  SPACE, H O C K E Y  RINKS, O R  O T H E R  F A C I L I T I E S  F O R  S I N G L E  P U R P O S E  

S P O R T I N G  O R  R E C R E A T I O N  USES N O T  D E E M E D  S U I T A B L E  F O R  O T H E R  ACT I V I T I E S .

A N  A P P E A L  P R O C E S S  IS E S T A B L I S H E D  W H I C H  W O U L D  A L L O W  D I S T R I C T S  T H E  

O P P O R T U N I T Y  TO  A P P E A L  T H E  D E P A R T M E N T ' S  D E C I S I O N  S H O U L D  T H E Y  F E E L  T H E  N E E D  

T O  DO  SO.

3) T H E  D E P A R T M E N T  C A N N O T  A W A R D  A  G R A N T  U N L E S S  T H E  A P P L I C A T I O N  IS A P P R O V E D  

B Y  T H E  BOARD.

4) S E C T I O N  A S . 11.017 PROVI D E S  A U T H O R I T Y  T O  E S T A B L I S H  G U I D E L I N E S  F O R  

E Q U I P M E N T  PU R C H A S E S  A N D  GIVES T H E  D E P A R T M E N T  T H E  A U T H O R I T Y  TO  R E D U C E  O R  

I N C R E A S E  T H E  G R A N T  A M O U N T  D E P E N D I N G  U P O N  P R O J E C T  R E Q U E S T  V A R I A T I O N S  W H I C H  

M A Y  O C C U R  D U R I N G  T H E  BI D D I N G  PROCESS O R  T H E  C O N S T R U C T I O N  PHASE. A N Y  

I N C R E A S E  IN T H E  P R O J E C T  A M O U N T  W O U L D  BE  S U B J E C T  TO  T H E  A V A I L A B I L I T Y  OF  

F UNDS A N D  D E P A R T M E N T  APPROVAL.

S E C T I O N  S I X  E S T A B L I S H E S  A  J U L Y  1, 1988, T E R M I N A T I O N  D A T E  F O R  R E I M B U R S E M E N T  

E L I G I B I L I T Y  O F  D E B T  S E R V I C E  PROJ E C T S  A N D  E S T A B L I S H E S  A  J U L Y  1, 1989, 

T E R M I N A T I O N  D A T E  F O R  T H E  CA S H  P A Y M E N T  R E I M B U R S E M E N T  PROGRAM. T H E  L A T T E R  

P R O V I D E S  A  Y E A R ' S  G R A C E  DUR I N G  T H E  P H A S E  IN O F  T H E  N E W  STATUTE.

A  D I S T R I C T  IS P E R M I T T E D  TO  U S E  O T H E R  R E V E N U E  F O R  S C H O O L  C O N S T R U C T I O N  U N D E R  

S E C T I O N  SEVEN. A  M U N I C I P A L I T Y  M A Y  I N C R E A S E  T H E  S C O P E  O F  A  B O A R D  A P P R O V E D  

P R O J E C T  A T  T H E I R  O W N  EXPENSE. 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  W H I C H  H A V E  N O T  

B E E N  A W A R D E D  A  G R A N T  M A Y  A L S O  BE U N D E R T A K E N  A T  T H E  M U N I C I P A L I T Y ' S  O W N  

EXPENSE.

S E C T I O N  E I G H T  M O D I F I E S  THE D E F I N I T I O N  O F  S C H O O L  C O N S T R U C T I O N .  C U R R E N T  

S T A T U T E  L A N G U A G E  R E L A T I N G  TO  F I N A N C I N G  COSTS, B O N D I N G  COSTS, L E G A L  FEES, 

P A Y I N G  A G E N C I E S  A N D  O T H E R  ENTIT I E S  B A S I C A L L Y  R E L A T E D  TO  T H E  SA L E  OF  BONDS 

IS DELETED.

A  D E F I N I T I O N  O F  DISTRICT, AS U S E D  IN T H E  D E F I N I T I O N  O F  S C H O O L  C O N S T RUCTION, 

IS P R O V I D E D  F O R  IN S E C T I O N  9.



S E C T I O N  T E N  IS A N O T H E R  T E C H N I C A L  A M E N D M E N T  U P D A T I N G  T H E  R E F E R E N C E  T O  AS 

14.11. T H I S  S E C T I O N  D E FINES STATE F I N A N C I A L  A S S I STANCE.

S E V E N  S E C T I O N S  A R E  R E P E A L E D  IN S E C T I O N  11.

1) Af 1 4 . 1 1 . 0 1 0  R E L A T I N G  TO  R E C O M M E N D A T I O N  A N D  E V A L U A T I O N  O F  P R O J E C T S  IS 

R E P L A C E D  B Y  T H E  N E W  S E C T I O N  FOUR W H I C H  A D D R E S S E S  G R A N T  A P P L I C A T I O N S .

2) E V A L U A T I O N  O F  PROJ E C T S  D E S C R I B E D  IN A S  14 . 1 1 . 1 0 2  IS R E P E A L E D  B E C A U S E  IT 

A P P L I E S  T O  D.O.E. E V A L U A T I O N  OF  PROJECTS P R O P O S E D  F O R  D E B T  RETIREMENT. 

S E C T I O N  S I X  O F  H O U S E  B I L L  380 ENDS T H E  N E E D  F O R  SUC H  APPROVAL.

3) T H E  R E P E A L  O F  AS 14.11.105, T H E  PUBL I C  S C H O O L  F A C I L I T I E S  C O N S T R U C T I O N  

A D V A N C E  ACCOUNT, IS A L S O  C O N S I S T E N T  W I T H  S E C T I O N  6 O F  T H E  N E W  BILL. THE 

R E P E A L  A L S O  E L I M I N A T E S  C O N F U S I O N  W I T H  T H E  N E W  S E C T I O N  F O U R  R E L A T I N G  T O  THE 

S C H O O L  C O N S T R U C T I O N  G R A N T  ACCOUNT.

4) AS 14.11.110, ELIGIBILITY, IS R E P E A L E D  B E C A U S E  IT A P P L I E S  T O  A P P R O V A L  

O F  P R O J E C T S  P R O P O S E D  F O R  D E B T  R E T I R E M E N T  W H I C H  IS E L I M I N A T E D  IN H O U S E  B I L L  

380.

5) T H E  L A S T  T H R E E  R E P E A L E D  SECTIONS R E L A T E  TO  S T A T E  AID, A P P L I C A T I O N  FOR 

A I D  A N D  C O N D I T I O N S  O F  S TATE A I D  A P P L Y  TO  F U N D I N G  T H R O U G H  T H E  P U B L I C  S C H O O L  

F A C I L I T I E S  C O N S T R U C T I O N  A D V A N C E  A C C O U N T  A N D  A R E  NO  L O N G E R  N ECESSARY.



MEMORANDUM State of A la s k a
Department of Education

To: Steve Hole
Deputy Commissioner Date: February 17,1967

Phone: 769-9690
Fjleifo: 610-FAC0: 6 10-FAC

From: Thomas G. Ryan/ \ fjf-  
Facilities Coormharnr Subject: Sectional Analysis of 

HB 360
In response to your February 11, 1967 request for a section by section 
analysis of HB 360 (as submitted 1/20/66 by Representative 
Swackhammer), I submit the following analysis:
SECTION 1 -AS 14.07.020(13)

This is a technical change to include responsibility for the new grant 
program among the duties of the department.

SECTION 2 - AS 14.07.170

This section states the sequence of events. It  may not add substantive 
changes to the new procedures in SECTION 5, but it establishes the fact 
that the final approval authority for grants rests with the State Board of 
Education.
SECTION 3 - AS 14.06.101(7)

Corrects a reference, technical change only.
SECTION 4 -AS 14.11.005
This new section creates a grant account to be used for all school 
construction needed state-wide. The State Board of Education can award 
grants from this fund.

1



SECTION 5 -AS 14.11 changes
AS 14.11.01 and AS 14.11.013 outline the process 1'or application for school 
construction grants. The process is identical to the current application except 
that project applications would be required for all requests on a district's six 
year plan, not just those for the subsequent fiscal year as is now done. This 
provides DOE the added information needed to project the grant schedule. 
Additionally it adds a requirement that all facilities in the district be 
insured for replacement cost.

This section assigns to the Department of Education the responsibility for 
reviewing, evaluating projects and recommending them for approval by the 
State Board of Education.

The Department of Education, pursuant to this section, would no longer 
establish two separate prioritized lists, one for REAAs and one for municipal 
school districts for capital budget requests as is currently done. In place of 
the current process, the Department is directed to create six lists, one for 
each fiscal year: representing a six year planning cycle for school capital 
projects. These lists would contain only those projects which have met the 
qualifications established by statute and the Department. The State Board 
would have the discretion to schedule or phase projects as deemed 
necessary.

The criteria and determinations to be used in establishing priorities of the 
projects are essentially the same as those currently used by DOE. The only 
change is that the priority system is made part of statute (the Priority 
System for Education is now only referenced in regulation) and the top 
priority is worded to reflect the terms that have been used in practice, which 
is "imminent danger".

AS .14.11.013 (c) provides the Department with the statutory authority to 
reject projects based on the criteria specified in the bill. This would provide 
DOE an opportunity to propose a credible list to the Governor and the 
Legislature. The Board will also be in a position to accelerate projects on the 
list as deemed necessary based upon the availability of funds and supportive 
evidence.

AS 14.11.013 (d) No change from existing law.
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AS 14.1 1 .0 1 3 (e) t m s  section establishes an appeal process which would 
allow districts the opportunity to appeal the Department's decision should 
they feel the need to 00 so.

AS 14.11.015 establishes authority for the State Board of Education in 
terms of project approval.

AS 14.11.017 provides authority to establish guidelines for equipment 
purchases and gives the Department the authority to reduce or increase the 
grant amount depending upon project cost variations which may occur 
during the bidding process, or during the construction phase. Any increase 
in the project amount would be subject to the availability of funds and 
Department approval.

SECTION 6 -AS 14.11.100 (a )(5 )

Establishes a July 1, 1966 termination date for reimbursement eligibility of 
debt service projects, and establishes a July 1, 1969 termination date for the 
cash payment reimbursement program. The latter provides a year's grace 
during the phase in of this new statute.

SECTION 7

This section permits municipalities to increase the scope or magnitude of a 
construction project which has been approved under this new statute at 
their own expense. It also allows them to accomplish at their own expense 
school construction projects which have not been awarded a grant under this 
statute.
SECTION 6
This modifies the definition of school construction deleting language relating 
to financing costs, bonding costs, legal fees, paying agencies etc. which are 
basically related to the sale of bonds.

/

SECTION 9

Provides a definition of "district" as used in the definition of school 
construction (Section 6 above) by referring to the definition used in existing 
statute.
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SECTION 10

Amends AS 46.11.900, which defines "state financial assistance” partly as 
excluding school construction grants, by updating the reference from (AS 
14.11.100 - 14.11.135) to read A.S. 14.11.

SECTION 11

Repeals a number of sections which are superseded by sections of HB350:
AS 14.11.010 Recommendation and Evaluation of Projects" is replaced in 
HB360 by Sec 14.11.011 Grant Applications

AS 14.11.102 Evaluation of Projects is repealed because it applies to DOE 
evaluation of projects proposed for debt retirement and HB 360 Section 6 
ends the need for any such approvals.

AS 14.11.105 "Public School Facilities Construction Advance Account” is a 
little used (unused to our knowledge) mechanism for funding debt 
retirement projects. Its repeal is consistent with Section 6 of HB 360 
establishing an end date for eligibility of projects for debt retirement, and 
eliminates possible confusion with new Section 4 in HB 360 - AS 14.11.005 
"School Construction Grant Account".

AS 14.11.110 "Eligibility" is repealed in 360 because it applies to approval 
of projects proposed for debt retirement and HB 360 ends the need for such 
approvals.

AS 14.11.115 "State Aid”, AS 14.11.120 "Application for aid", and 
AS 14.11.125 "Conditions of State Aid" are repealed because they too apply 
to funding through the Public School Facilities Construction Advance 
Account (see AS 14.11.105 above) which is recommended for repeal.
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ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
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(907) 274 0536
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2118 CUSHMAN STREET 
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(907) 456-4435

F e ,  : a r y  1 9 ,  1 9 8 8

T o :  R e p .  E l l i s  & R e p .  K o p o n e n ,  C o - C h a i r s
M e m b e r s ,  H o u s e  H E S S  C o m m i t t e e

R e :  HB 3 8 0 ;  " A n  A c t  r e l a t i n g  t o  s t a t e  a i d  f o r  s c h o o l
c o n s t r u c t i o n ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . 1'1

N E A - A l a s k a  s u p p o r t s  a n d  e n c o u r a g e s  p a s s a g e  o f  HB 3 8 0 .

F r o m  o u r  p e r s p e c t i v e  t h i s  l e g i s l a t i o n  e f f e c t i v e l y  a d d r e s s e s  
a  n e e d  o f  l o n g  s t a n d i n g  i n  t h a t  i t  s y s t e m a t i z e s  t h e  a p p r o a c h  
t o  a l l  s c h o o l  c o n s t r u c t i o n  s t a t e w i d e .

I t  m a k e s  s e n s e  t h a t  a l l  s c h o o l  d i s t r i c t s  p l a n  a n d  u t i l i z e  
t h e  s a m e  s t a n d a r d  c r i t e r i a  r e l a t i v e  t o  t h e i r  s c h o o l  
c o n s t r u c t i o n  n e e d s .

I t  i s  a l s o  o u r  h o p e  t h a t  t h i s  k i n d  o f  a p p r o a c h  w i l l  s e r v e  t o  
r e d u c e  t h e  c o m p e t i t i o n  a n d  e v e n  r i v a l r y  b e t w e e n  u r b a n  a n d  
r u r a l  i n t e r e s t s ,  b o t h  i n  t h e  l e g i s l a t u r e  a n d  w i t h i n  t h e  
e d u c a t i o n  c o m m u n i t y .

We e n c o u r a g e  t h a t  HB 3 8 0  b e  d e a l t  w i t h  a s  e x p e d i t i o u s l y  a s  
p o s s i b l e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  o u r  c o n c e r n s .  

R e s p e c t f u l l y  s u b m i t t e d ,

B o b  M a n n e r s  
E x e c u t i v e  S e c r e t a r y

c c :  R e p .  S w r .c k h a m m e r
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