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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 24, 1988
SUBJECT: State aid for school construction
SO0S CSHB 380 (HESS)
T0: Senator Paul Fischer, Chairman
Health, Education, and Social Services
Committee /
M* "T* -
FROM: Michael F. Ford

Legislative Counsel

The following is a sectional analysis of SCS CSHB 380 (HESS):

Section 1 - Adds a new section to limit appropriation of
school construction grant funds, unless funds sufficient to
provide bond debt reimbursement under AS 14.11.100 are ap-—
propriated. This section does not limit the power of the
legislature to appropriate money, granted under Article IX,
section 13 of the Alaska Constitution.

Section 2 - Requires the Governor to include funds for bond
debt retirement in the general appropriation bill submitted
to the legislature under AS 37.07.020.

Section 3 - Requires that the local vote on bonding for a
school construction project occur before July 1, 1987 or
after June 30, 1989, in order to qualify forstatereim—
bursement of school construction debt.

Section 4 - Creates a task force to recommendoptions for
school construction planning and financing.

Section 5 - Repeals the school construction task force.

Section 6 - Effective date.

MFF:gc
WKG2:072



SENATE COMMITTEE REPORT

FURTHER FINANCE J

DATE TURNED INTO OFFICE_

3/17/88
Mr. President:

HESS Committee considered CSHB 380 (FIN)

state aid for school construction; establishing a school construction
policy task force; efd

and recommended "N

[0 repj h 45 SCS cs HB 3%O0 crigfe) )p -same title
[ ] or Adopt CS / 3/[1 new title
[ ] attached amendment(s) and 4
y/] do pass
] do not pass
] no recommendation
] individual recommendations
] further referral to
] letter of intent adopted
Committee [ ] attached or [/] adopted fiscal note(s)
[A new j [ ] updated or [ 1 previous
[W] zero [ ] fiscal impact
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
Chairman signature and”reeemm ion

[ 1] Committee Backup attached



Offered: 3/25/88 5-1606T
Referred: Finance

Original sponsors: Swackhammer and Navarre
BY THE HEALTH, EDUCATION AND

1 IN THE HOUSE SOCIAL SERVICES COMMITTEE
2 SENATE CS FORCS FOR HOUSEBILL NO. 380 (HESS)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Actentitled: "An Act relating to state aid for school construc—
7 tion; establishing aschool construction policy task
8 force; and providing for an effective date.”

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 14.11 is amended by adding a new section to read:
n Sec. 14.11.025. SCHOOL CONSTRUCTION GRANT APPROPRIATIONS. Funds
12 may not be appropriated for school construction grants if the amount
13 appropriated to the school construction account under AS 14.11.100(c)
14 is insufficient to provide the share to which a borough or city 1is
15 entitled to receive under AS 14.11.100.
16 * Sec. 2. AS 14.11.100(c) 1is amended to read:
17 (©) The school <construction account 1is established. Funds to
18 carry out the provisions of this section shall be included within the
19 general appropriation bill submitted to the legislature under AS 37.-
20 07.020 and may be appropriated annually by the legislature to the
a account. IT amounts 1in the account are insufficient for the purpose
22 of providing the share to which a borough or city is entitled under
23 this section, those funds that are available shall be distributed pro
24 rata among the eligible local governments except that the legislature
25 may direct that additional debt service on refunding bonds that ex-—
26 ceeds the total debt service on the refunded bonds be disregarded in
27 whole or 1in part.
28 * Sez. 3. AS 14.11.100(j) is amended to read:
29 (J) Except as provided in (1) of this section, the state may not
HB0380d -1- SCS CSHB 380 (HESS)
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force

allocate money to a municipality for a school construction project
under (a)(5) of this section unless the municipality complies with the
requirements of (1) - (4) of this subsection, the project 1is approved
b> the commissioner before the local vote on the bond issue for the
project, and the Ilocal vote occurs before July 1, 1987, or after
June 30, 1989 [1988], In approving a project under this subsection,
the commissioner shall require

(1) the municipality to include on the ballot for the bond
issue the estimated total cost of each project 1including estimated
total interest, estimated annual operation and maintenance costs, the
estimated amounts that will be paid by the state and by the municipal —
ity, and the approximate amount that would be due 1in annual taxes on
$100,000 in assessed value to retire the debt;

(2) that the bonds may not be refunded unless the annual
debt service on the refunding 1issue is not greater than the annual
debt service 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
establishing that the school district has

(A) projected long-term student enrollment that Indi—
cates the district has Inadequate facilities to meet present or
projected enrollment; or

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

codes.

Sec. 4. TASK FORCE CREATED, (a) The school construction policy task

is established by the legislature to recommend options for planning,

SCS CSHB 380 (HESS) -2-



financing, and constructing public elementary and secondary schools in the
state. Members of the task force serve without compensation, but the
public member is entitled to per diem and travel expenses authorized by law
for state boards under AS 39.20.180.
(b) Membership on the task force consists of
(1)the governor or a designee of the governor;
(2) one public member appointed by the governor;
(3) two senators appointed by the president of the senate, one
of whom shall co-chair the task force;
4 two members appointed by the speaker of the house, one of
whom shall co-chair the task force;
(5) one representative of the State Board of Education;
(6) one representative of local government or school district
interests from each judicial district, appointed by the governor; and
@) one representative, of rural educational attendance areas,
appointed by the governor.
(©) By January 15, 1989, the task force shall report 1its rec—
ommendations to the legislature.
* Sec. 5. Section 4 of this Act is repealed June 30, 1989.

* Sec. 6. This Act takes effect July 1, 1988.

-3- SCS CSHB 380 (HESS)
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IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 380 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to state aid for school construc—

tion* establishing a school construction policy task

force* and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.11.100(c) 1is amended to read:

(c) The school construction account 1is established. Funds to
carry out the provisions of this section shall be included within the
general appropriation bill submitted to the legislature under AS 37.-
07.020 and may be appropriated annually by the Ilegislature to the
account. If amounts in the account are insufficient for the purpose
oi providing the share to which =1 borough or city is entitled under
this section, those funds that are available shall be distributed pro
rata among the eligible local governments except that the legislature
may direct that additional debt service on refunding bonds that ex—
ceeds the total debt service on the refunded bonds be disregarded in
whole or in part.

Sec. 2.AS 14.11.700(j) is amended to read:

(J) Except as provided in (1) of this section, the state may not
allocate money to a municipality for a school construction project
under (a)(5) of this section unless the municipality complies with the
requirements of (1) - (4) of this subsection, the project is approved
by the commissioner before the local vote on the bond issue for the

project, ar.d the local vote occurs before July 1, 1987, or after

June 3 n approving a project under this subsection,
HBO380C -1 CSHB 380(Fin)
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the commissioner shall require

(1) the municipality to include on the ballot for the bond
issue the estimated total coat of each project including estimated
total interest, estimated annual operation and maintenance costs, the
estimated amounts that will be paid by the state and by the municipal —
ity, and the approximate amount that would be duo in annual taxes on
$100,000 in assessed value to retire the debt}

(2) that the bonds may not be refunded unless the annual
debt ser"vice on the refunding issue 1is not greater than the annual
debt service on the original issue*

(3) that the bonds must be repaid 1in 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
establishing that the school district has

(A) projected long-term student enrollment thac indi—
cates thedistrict has 1inadequate facilities to meet present or
projected enrollment} or

(B) facilities that require repair or replacement in
order tomeet health and safety laws or regulations or building
codes*

* Sec. 3. TASK FORCE CREATED, (a) The school construction policy tank
force Is established by the legislature to recommend options for planning,
financing, and constructing public elementary and secondary schools in the
state. Members of the task force serve without compensation, but the
public member 1is entitled to per diem and travel expenses authorized by law
for state boards under AS 39.20.180.

(b) Membership on the task force consists of

(1) the governor or a designee of Che governor}

CSHB 3SO0(Fin) _ -2-
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(2) one public member appointed by the governor*

(3) two senators appointed by the president of the senate,
one of whom shall co-chair the task force*

(4) two members appointed by the speaker of the house, one
of whom shall co-chair the task force*

(5) one representative of the State Board of Education*

(6) one representative of local government or school dis—
trict interests from each judicial district, appointed by the gover—
nor* and

a) one representative of vrural educational attendance

areas, appointed by the governor.

(c) By November 15, 1989, the task force shall report ite rec

ommendations to the legislature.

87?
Sec. 4. Section 3 of this Act is repealed June 30, 1993t~

Sec. 5. This Act takes effect July 1, 1988.
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STATE OF ALASKA BILL VERSION: CS U6 3go
1988 LEGISLATIVE SESSION PUBLISH DATE -

FISCAL NOTE

REQUEST:
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The public member under section three of CSHB 380 (Fin) will be
paid per diem under AS 39.20.180 and w ill be paid through the
Legislative Council on Subcommittees.
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STATE OF ALASKA
1988 LEGISLATIVE SESSION

No. 1

BILL VERSION: cshb 380

(Fin)
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DrnlircT FISCAL NOTE

REQUEST:

Revision Date: March_15, 19 88----——--———- Agency .Legislature
Title: An Act relating to state aid g”y. TPyj sdative Council on
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Sponsor: Swackhammer Components :

Requestor: House Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING Q- 0 0 0 0 0
CAPITAL 1 n 0 9 0 0 0
REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 9 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

The public member under section three of CSHB 380 (Fin) will be
paid per diem under AS 39.20.180 and w ill be paid through the
Legislative Council on Subcommittees.

Prepared by: Al A”~ms,._ Pha-i rman Phone : 3706

Division : House Finance Date: ...March 15, 10RB

Approved by Commissioner: Al Adams Date: March 15. 1988

Agency: House Finance Committee

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies)
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 24, 1988
SUBJECT: State aid for school construction
SCS CSHB 380 (HESS)
T0: Senator Paul Fischer, Chairman
Health, Education, and Social Services
Committee /
FROM: Michael F. Ford

Legislative Counsel

The following is a sectional analysis of SCS CSHB 380 (HESS):

Section 1 - Adds a new section to limit appropriation of
school construction grant funds, unless funds sufficient to
provide bond debt reimbursement under AS 14.11.100 areap—
propriated. This section does not limit the power of the
legislature to appropriate money, granted under Article IX,
section 13 of the Alaska Constitution.

Section 2 - Requires the Governor to include funds for bond
debt retirement in the general appropriation bill submitted
to the legislature under AS 37.07.020.

Section 3 - Requires that the local vote on bonding for a
school construction project occur before July 1, 1987 or
after June 30, 1989, in order to qualify forstatereim—
bursement of school construction debt.

Section 4 - Creates a task force to recommendoptions for
school construction planning and financing.

Section 5 - Repeals the school construction task force.

Section 6 - Effective date.

MFF:gc
WKG2:072
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The Honorable Al Adams, Chairman
House Finance Committee

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Adams:

SUBJECT: SB 150-Relating to bonds issued for school
construction.

Many municipal and borough officials have met with me and
my staff to express concern over the proposed level of
funding for school debt retirement. To mitigate the

impact of reduced revenues, they have requested legis—
lation to allow restructuring of their current debt,
extending the term for repayment. While restructuring

will lower the present payments on the debt, it will
obligate the state to reimbursement- for school con—
struction debt for years beyond the revenue curve generat—
ed by Prudhoe Bay.

The State can no longer afford to continue the existing
and ever 1increasing obligation for debt reimbursement
under school construction debt retirement program. It is
my intent to work during the interim with municipal and
borough officials, school district personnel, legislators,
and_members of my administration to develop a new proposal
for school construction finance for introduction next
legislative session. It is imperative that a program be
developed which adequately addresses the needs for school
construction and major renovations statewide, while
maintaining the proper checKT"and balances to assure
fiscal prudence. ~
I have agreed to support SB 150 with the- proposed amend—
ments to allow for restructuring of existing debt.
However, my support is contingent on maintaining in this
legislation the cutoff date for the existing school debt
reimbursement program. Those bonds which have been



The Honorable Al Adams . 2. May 12, 1937

authorized but unissued under this program would continue
to be eligible for reimbursement, but the state would
incur no additional obligation until a new program 1is 1in
place.

I am confident that together we will be able to develop a

new program for school construction which will adequately

provide for the many needs of school districts around the

state while increasing public confidence in our ability to
effectively manage the limited__resources “available.

cerely,

Steve Cowper
Governor

cc: The Honorable C.E. Swackhammer
Alaska State Legislature

The Honorable Paul Fischer
Alaska State Legislature

Hugh Malone, Commissioner
Department of Revenue

Bill Demmert, Commissioner
Department of Education



STATE

Alabama

Arkansas

Hawa

Florida

Indiana

Kentucky

Georgia

Massachussetts

SUMMARY . METHODS OF FUNDING SCHOOL CONSTRUCTION

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 - 25* 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.

120 million in grants - distributed by AV/P equalized funding pays
interest only up to 501 of project cost.

Page 1

EQUITY

No

No
1 mil - $2500 to
$7500

Yes - Single
School District

"Yes -
substantially
equal™

No

"No Answer"'

Yes



Nebraska

New York

North Carolina

Texas

Wisconsin

Oklahoma

South Carolina

West Virginia

Wyomi ng

31 million FY86 from local bond issues - minimal State funds.

$400 million/year - principal and interest reimbursed up to 51X of

project.

State Board issues capital money on per student basis (ADM) to districts
- 25X local funds required. Commission on School Facility Needs - is
studying ways to reduce incentive to delay maintenance.

10 million in grants per year. Debt retirement assistance must be paid

back to the State.

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

$81 million new - $80 million additions and alterations - local funds -
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.

98.4 million P & 1 - State pays minor share of P & | - districts that
spend at the same level per student will tax at the same rate.

All local funds.

in FY87 - State provides only
Most

Total expenditures $136 mill
$30/student/year from 10X sales tax for capital needs.
construction funds are locally generated.

All local funds.

Local funding mostly. Since 1976 State grants up to 20X of some
projects - 7 million this year to 25 qualifying districts (out of 49).
No State standards for school buildings or sites.

Page 2
No

Yes: For wealth
districts State
is less. For
poorer districts
it iIs more.

No

No

No

No

"Yes - some

No

No

No

No



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y, Stale Capitol
Juneau. Alaska 99811
(907) 465-3991

e« Are there states which fund school construction through direct
capital appropriation?

e 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 Dcoartment of Education, a statewide list of priorities Iis
developed by the Department of Education; instructional space needs
and facility rehabilitation are given top priority. Ms. Jones stated



Representative Pestinger
January 26, 1984
Page Three

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 scligaH... Full support programs do not
always pay for the entire cost of school construction. If the amount
of funds available from the state 1s 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 vrecreational facilities adjacent to
schools. The source of state funding may be legislative appropriation,
as in the case of Hawaii, the sale of bonds, a dedicated fund, or from
some combination o/ all three.

States with full support programs generally have a mechanism for
determining the capital needs of local districts. As noted earlier,
Hawaiidevelops a priority 11st giving Tfirst 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 full state support program.

Advantages: there 1is 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 iInto 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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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 1s 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 Carolina, 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 service 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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Loans. In addition to providing grants to local school districts for
school construction, states may also provide low-lnterest 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 Hlimit 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 iIn 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 1is 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 Tfrom 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® Jiemorial School Construction Fund which
makes a small amount of leans 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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Disadvantages: the creation of building authorities ignores the real
problems of funding schools by circumventing tax and
debt limitations;

building authorities generally use revenues bonds to
finance school construction; these bonds have higher
interest rates than general obligation bonds; and

the public®s right to voter approval of school construc-
tion is circumvented by authorities.

In addition to the statutes included in the appendix and the article on
school construction financing that is Attachment A, we have also at-
tached to this memorandum a matrix chart prepared by the Education
Commission of the States (Attachment B) which shows the operating and
capitalfunding methods for the fifty states. For your purposes, the
headings which run horizontally across the page are the pertinent
categories; the vertical axis pertains to methods of funding operational
expenditures. Unfortunately, the chart does not include information
on states which permit building authorities.

There is a table iIn Attachment A which does show methods of capital
funding by states and does include information on authorities; however,
our telephone interviews have indicated that there are several inac-
curacies in this table. It should be noted that we obtained informa-
tion in our conversations with school officials iIn other states that
was not in agreement with either chart. Therefore, while these summary
tables provide somewhat useful indicators of the degree to which various
types of programs are used, it appears likely that both contain at
least some errors with regard to specific programs in individual states.

IT you have any questions, or if we can provide further assistance,
please do not hesitate to contact us.

JS

Attachments
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March 3, 1988

TO: Representative Al Adams, Chairman
House Finance Comipittee members

FROM: Judy Salo

RE: CSHB 380

NEA-Alaska supports and encourages the passage of Committee Substitute for
House Bill 380, The amendment made in HESS was minor in our opinion and we
support HB 380 with or without that amendment.

We submitted written testimony in February regarding our support of this bill and
I am reiterating that support for the following reasons:

A. The passage of this legislation would institute a very sound public
policy relative to construction of Alaska school facilities.

B. School needs in the state should be prioritized and met based on a
standardized criteria.

C. Especially with the changing economic climate in our state we must
undertake school construction in the most responsible manner.

Representative Hanley raised some interesting points regarding the submission of a
six year plan during the HESS Committee hearing. The fact is that the process
will always be somewhat politicized, but the changes this legislation propose would
move us toward a better planned approach to construction and the considerable
monetary investment it represents.

Thank you for the opportunity to contribute renewed support of this important
legislation.
Js/HBS80/ar



MUNICIPAL BdkcE®1i15B

(907) 586-1325 105 MUNICIPAL WAY, SUITE 301
JUNEAU, ALASKA 99801

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

Committee
FROM: Scott A. Burgess, Executive Director
DATE: February 17, 1988

SUBJECT: HB 380 - State Aid for School Construction

The Alaska Municipal League supports the concept of HB 380 to address
school construction costs past, present and future. The legislation
would provide a mechanism for the State to meet its obligation to
reimburse municipalities for school construction debt at statutory
levels and to more effectively control the State’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. Alj_ 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 con-
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.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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The shortcoming of the bill is the lack of guarantee that future
appropriations will fully fund statutory obligations for debt reim-
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 ora 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 Legislatureto 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



ALASKA CONFERENCE OF MAYORS

105 Municipal Way, Suite 301
Juneau. Alaska 99801
907 - 586-1325

T0: Governor Steve Cowper

Members of AIaq;aIState Legislature
FROM: Erling T. sohansen, President
DATE: February 15, 1988

SUBJECT: Positions on Legislation

The Alaska Conference of Mayors met in Juneau, February 9-10, 1988 and
discussed a variety of legislative issues. With this letter and the
enclosed resolutions, | am asking you to note the positions taken on
several issues and consider them in your deliberations during the Second
Session of the 15th Alaska State Legislature. State and local government
leaders must work together in a partnership to address the problems facing
Alaska so that the actions taken by the State do not restrict or burden
the municipalities at the local level.

Enclosed are Alaska Conference of Mayors Resolutions Nos. 88-15, 17, 18
and 19, passed February 9, 1988 by the Alaska Conference of Mayors.

Resolution 88-15: Opposing reductions in U.S. Coast Guard budget

Resolution 88-17: Supporting the Trans-Alaska Gas System

Resolution 88-18: Supporting the school account legislation

Resolution 88-19: Supporting the establishment of the Alaska Science
Foundation

In addition to passing the above resolutions, the Alaska Conference of
Mayors took action on several current and prospective legislative items:

Education funding: The ACoM passed a motion to support House CS for CS
for Senate Bill 330 (HESS).

Tourism tax: The ACoM passed, unanimously, a motion endorsing the concept
of a uniform state system of tourism taxation with the net receipts of
those taxes to be distributed to tourism-impacted communities.

Alaska Railroad Corporation Board makeup: The ACoM passed a motion to
support legislation increasing the Alaska Corporation Board from 7 to 9
members and that at least one member should be from Fairbanks, Seward and
Anchorage (see HB 349).

School construction: The ACoM passed a motion to support the concept of
funding current school construction debt at statutory levels and providing
for all future school construction through a grant process as recommended
in HB 380 introduced by Representative Swackhammer.

I hope you will consider the positions of the Alaska Conference of Mayors
and that they will be helpful 1in guiding your action. If you have any
questions, you can contact me in Cordova at 424-6200.

Enclosures



Matanuska-Susitna Borouih

BOX B, PALMER, ALASKA S9C40 -« PHONE 743*400 1

BOROUGH ASSEMBLY

February 18, 1988

Co-Chairman Niilo E. Koponen

Co-Chairman Johnny Ellis

Health, Education and Social Services Committee
House of Representatives

State of Alaska

Box B

Juneau, AK 99811

and

Representative C.E. Swackhammerr
House of Representatives

State of Alaska

P.0. Box V

Juneau, AK 99811

REt House Bill 380
Dear Committee Members:
I am pleased to present Resolution Serial No. 88-025 sup-—

porting House Bill 380, The Assembly supports House Bill 380
since it establishes a needs-based program for school <con—

struction in the state of Alaska. The Bill establishes for a
priority list of projects to be reviewed by the Department of
Education based upon objective needs-based criteria. The affect

of this bill, in the Borough"s opinion, removes the decision to
construct schools from the political process and provides for an

objective needs-based approach to school <construction. This
approach should ensure that only those school projects that are
truly vrequired are constructed. House Bill 380 should also

insure that unnecessary items such as saunas are not included in
the cost of school construction.

Very truly yours,

Dorothy m Jones, Mayor

DAJ:mlIm
Enel:
(mImli10001)
e00i Representatives Gruenberg, Donley, Hudsen, Phillips and
Hanley
£ Representative Curt_Menard

Bam T.ammanm



Requested By: Assemblyman Cypra

MATANUSKA SUSITNA BOROUGH
Resolution No. 88- Qpj°P

A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH,
ALASKA, SUPPORTING HOUSE BILL 380 ENTITLED "AN ACT RELATING TO
STATE AID FOR SCHOOL CONSTRUCTION; AND PROVIDING FOR AN EFFECTIVE
DATE™

WHEREAS, the Matanuska-Susitna Borough has outstanding debt
service obligations for school construction projects, and;

WHEREAS, the ability of the Matanuska-Susitna Borough to
service its debt obligation is directly related to the percentage
of debt reimbursement the state of Alaska appropriates for any
given year, and

WHEREAS, Article VII, Sec, 1, of the Alaska State
Constitution requires the state of Alaska to establish and
maintain a system of public schools open to all children of the

state of Alaska, and

WHEREAS, the definition of basic educational need has never
been established in the state of Alaska, and

WHEREAS, basic educational need consists of progammatic
needs for grades K through 12, <collateral programs such as
community schools, etc., pupil transportation and school debt

reimbursement for capital construction costs 1incurred by munici—

palities, and



WHEREAS, the right to education 1in Article VII, Sec. 1, of
the Alaska State Constitution requires the state to Tfully fund
debt reimbursement programs for municipalities throughout the
state, and

WHEREAS, House Bill 380 establishes a school construction
grant account and a review procedure which sets forth objective
standards for construction of public schools on a "needs" basis,
and

WHEREAS, the state of Alaska Department Review of Grant
Applications provides objective criteria to analyze the necessity
for a school construction project in the state of Alaska, and

WHEREAS, House Bill 380 authorizes the state of Alaska to

disapprove a project if it is not 1in the best interest of the
statet and

NOW, THEREFORE, BE IT RESOLVED THAT THE ASSEMBLY OF THE
MATANUSKA-SUSITNA BOROUGH, ALASKA:

Supports House Bill 380.

PASSED AND APPROVED by the Assembly of the Matanuska-Susitna

Borough, Alaska, this [ day of , 1988.

ATTEST:

(SEAL)

(mImlir0003) QL



SECTION 1:

SECTION 2:

SECTION 3

SECTION 4

SECTION 4:

SECTION 5:

SECTIONAL ANALYSIS CSHB 380 (FIN)

FUNDS MAY NOT BE APPROPRIATED FOR NEW SCHOOL CONSTRUCTION
GRANTS IF THE FULL ENTITLEMENT FOR THE REIMBURSEMENT TO
MUNICIPALITIES FOR SCHOOL BOND DEBT IS NOT FULFILLED.

LEGISLATURE SHALL INCLUDE FUNDS FOR THE SCHOOL CONSTRUCTION
ACCOUNT WITHIN THE GENERAL APPROPRIATION BILL. REQUESTS FULL
ENTITLEMENT FOR REIMBURSEMENT OF EXISTING BONDS ISSUED BY LOCAL
MUNICIPALITIES OR BOROUGHS.

EXTENDS THE MORATORIUM FOR THE ISSUANCE OF NEW BOND ISSUES BY
LOCAL GOVERNMENTS FROM JUNE 30, 1988, TO JUNE 30, 1990.

CREATES A 12 MEMBER SCHOOL CONSTRUCTION POLICY TASK FORCE. THE
TASK FORCE 1S TO BE COMPRISED OF THE GOVERNOR OR HIS DESIGNEE,
ONE PUBLIC MEMBER APPOINTED BY THE GOVERNOR, TWO SENATORS
APPOINTED BY THE PRESIDENT OF THE SENATE, TWO REPRESENTATIVES
APPOINTED BY THE SPEAKER, ONE REPRESENTATIVE FROM THE STATE
BOARD OF EDUCATION, ONE REPRESENTATIVE FROM EACH JUDICIAL
DISTRICT REPRESENTING LOCAL GOVERNMENT OR SCHOOL DISTRICT
INTERESTS AND ONE REPRESENTATIVE OF THE RURAL EDUCATIONAL
ATTENDANCE AREA APPOINTED BY THE GOVERNOR. THE CO-CHAIRS OF
THE TASK FORCE WILL BE A SENATOR AND REPRESENTATIVE. THE TASK
FORCE IS TO REPORT ITS RECOMMENDATIONS NO LATER THAN NOVEMBER

15, 1989.

REPEALS SECTION THREE OF THIS ACT ON JUNE 30, 1990.

EFFECTIVE DATE OF JULY 1, 1988.





