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1997 L E G I S L A T I V E  S E S S I O N

B I L L  N O .  H B  216

Eduction Facilities Financing Authority

Dept. Affec:ed: EDUCATION 

‘BRU: School Finance

Sponsor:

Requester:

KOTT. Green

Component: Educational Facilities c-’peort

House Health. Education 4 Social Services C O M P O N E N T  SERIAL NO. 1957

Expenditures Revenues: (Thousands of Dollars)

O P E R A T I N G  E X P E NDITURES FY98 FY99 FY00 FY01 FY02 FY03

P E R S O N A L  SERVICES 138.5 138.5 138.5 138.5 138.5 1385

TRAVEL lO.Oj 100 10.0 10.0 10.0 10.0

C O N T R A C T U A L 400.0 400.0 400.0 400.0 4000 400.0

SUPPLIES 4.0 4.0 4 0 4.0 4.0 4.0

E Q U I P M E N T 9 0 3 0 3.0 3.0 3.0 3.0
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GRANTS. CLAIMS

M I S C E L L A N E O U S i
T O T A L  O P E R A T I N G 561.5 555.5 555.5 555.51 555.5 555.5

CAPITAL EXP E N D I T U R E S

C H A N G E S  IN R E V E N U E S

FUNDING: (Thousands of Doiiarsi

1002 Federal Receipts

1003 G F  Match

1004 G F 561.5

1005 G F  Program Receipts

Other: 1022 Co'S Receipts 555.5 555.5 555.5 555.5 555.5

TOTAL 561.5 555.5 555.5 555.5 555.5 555.5

Estimate of current year (FY97) cost: S

POSITIONS:

FULL-TIME 2 0 i 1
PART-TIME 1
TEMPORA. 1

ANALYSIS: (Attach a separate page if necessary)

Tne bill establishes the Education Facilities Financing Authonty m  tho Dept of Education. This funding would provide for an 

Executive Director. R28A. and a Secretary I. R10A. to manage the authonty along with professional services for a financial 

advisor, bond counsel, trustee payee agent, custodial bank investment management and auditing accounting services. In 

the first year, general funds would be necessary to fund the operation of the authonty and m  future years, bond proceeds 

would pay for operation of the authonty.
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Additional Comments or Analysis
tCOnhnutd frcn* cage I

Generally, this is a  positive bill in that it directly addresses the need to establish a stable, long­
term source of funding for education capital projects. There are several concerns m e  
Department of Education should ha/e about this bill. First, as it is cunentiy written, it does not 

appear to clearly cover the state-wide needs of education While the Pill, in Section 6. 
appears to address projects across the state, the mechanism to funa projects for a school 
district which is not a  municipality is not clearly delineated Tne base reauirement is set out in 

44 27 140(b)(1) a n d  specifies . a municipality that is a school district. * This is as close as this 
act gets to defining a municipality However, even if school districts were consiae'ed 
municipalities, without the apiiity to generate revenues through taxes, they wouicn't be able 
to meet the 30% Iccol contribution requirement (44 27 140(b)(1)) A s o  the distinction 

between projects fully funded a n d  partially funaea through o o n a m g  is not clear Another 
concern is the roie/mterpiay of the University in funding. Given that the ability to bona is 

based entirely on either general fund appropriations or revenues earned by the fund, there is 
a definite limit to wnpf can o e  fundea While the Department has a process for ranking 
projects, there is currently no mechanism for integrating University projects The scope of 

University projects which m a y  De funced i; oiso indistinct. Reading 44.27 140, payments m a y  
be m a d e  \. to poy the cost of constructing university facilities If m c y  be imporant to clarify 

if maintenance projects are aiilowed

Regarding the Department's ranking process m e  bill references AS 14 11.015 regarding 
approval of D O E  projects, but tne list of projects attacned includes projects whicn are N O T  
approvabie This puts the Department in the position of c a m  nistermg projects authorized 
under two conflicting standards Also, if total neeas of education ore being ccrs.dered. 

AVTEC ana Mr E a g e c u m o e  sncuia be included

The bottom line is mis bill has g c o n  pctentioi t tne above ccncems ere aaaressea it's 
strongest point <s *nat it aaaress m e  need for a long-term sc -* on



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

O mmiHtaa
Rules Committee. Chair

Legislative Council 

International Trade &  Tourism 

Military He Veterans Affairs 

World Trade &  State/Federal Relations

Interim:

IJ92K Kajjlc River Rd. Smie 14 1 

Eagle River. A K  99577

Session: 

Alaska Stale Capitol 

Juneau, A K  ‘)‘)XO|

SPONSOR STATEMENT 
HB 215 AN D  HB 216

Alaska's education system currently suffers from obsolete, inadequate, 

a n d  poorly maintained facilities. This problem is of long-standing duration, 

a n d  in m a n y  places it has reached serious proportions. W e  simply have to d o  

s o mething to provide reasonable a n d  safe places to house o u r  students. H B  

215 a n d  H B  216 d o  just that.

H B  216 w o u l d  establish the Education Facilities Finance Authority 

( E FFA) within the D e p a r t m e n t  of Education, a n d  the Education Facilities 

F u n d  (EFF) as an asset of the Authority. T h e  E F F A  would:

a. Sell E F F A  b o n d s  to directly finance construction of schools u p o n  

approval of specific projects b y  the Legislature.

b. Contract to p a y  u p  to 7 0 %  of net debt service o n  municipal b o n d s  

issued to finance municipal school facilities a n d  u p  to 1 0 0 %  of net debt 

service o n  University of Alaska bonds, provided that each specific 

facility has been a pproved b y  the Legislature for a specified level of 

reimbur s e m e n t .

c. A p p l y  non-corpus balances of the E F F  to debt service o n  E F F A  b o n d s  

a n d  to the specified percentage of net debt service u n d e r  authorized 

re i m bursement agreements for municipal school b o n d s  a n d  university 

bonds.

d. Pledge assets of the E F F  as security for E F F A  b o n d s  a n d  for the 

E F F A ’s obligations u n d e r  authorized reimbursement agreements for 

municipal school b o n d  a n d  University b o n d  debt service.

T h e  E F F  w o u l d  be m a n a g e d  b y  the P e r m a n e n t  F u n d  Corporation a n d  

w o u l d  require n o  special or unique investment policy' b y  the P ermanent 

Fund. T h e  initial capitalization w o u l d  be accomplished by H B  215 in the

Juneau O f Her IV071 •165-5777 Toll Free MODHM-KOTTlSftHHi Fa* i 907»465*M I9 
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Representative Pete Kott



f o r m  cf a $1.2 billion appropriation f r o m  the Constitutional B u dget Reserve 

F u n d .

H D  216 contains authorization for several projects. Future legislatures 

could continue to authorize m o r e  b o n d s  a n d  reimbursement agreements 

within the financial capabilities of the EFF. T h e  E F F  w o u l d  ha v e  b o n d i n g  

capacity equal to or exceeding the initial capitalization of $1.2 billion, without 

risking the corpus of the fund. Debt service will be from the earnings alone. 

Indeed, under reasonable projections, earnings will exceed the requirements 

of debt service.

O n c e  enacted into law, H B  215 a n d  H B  216 will accomplish the 

following objectives:

a. Provide funding, within m o n t h s  of b e c o m i n g  law, for critical rural 

a n d  urban deferred maintenance a n d  school construction projects a n d  

University of Alaska capital projects that are almost certainly not going 

to be funded for several years through normal legislative 

appropriation.

b. R e s u m e  funding of net debt service for school b o n d s  of organized 

municipalities u n d e r  contractual 70:30 reimbursement agreements, 

a n d  provide for a n  indefinite continuation of this funding without 

annual appropriations.

c. Protect for future use that portion of the Constitutional Budget 

Reserve suitable for ong-term investment, since the corpus of the 

newly-created Education Facilities F u n d  could not be drawn. T h e  

earnings of the n e w  E F F  w o u l d  be used to cover the cost of the n e w  

projects, while the fund w o u l d  continue to grow.

It is time to get o u r  schoolhouses in order. Accordingly, I c o m m e n d  

H B  215 a n d  H B  216 to y o u  a n d  request your support.



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

Committees 

Hull’s Committee, Chair
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Military &  Veterans Affairs 
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S E C T I O N A L  A N A L Y S I S  

H B  216
F I N D I N G S .

• A n urgent need exists tor improvement in elementary and secondary

school &  University facilities.#
• T h e  Education Facilities Financing Authority ( E FFAJ provides an 

effective solution.

Section 2. A M E N D S  A S  44.27 B Y  A D D I N G  A N E W  ARTICLE 3. P R O V I D I N G  

FOR T H E  EFFA.

44.27.100. E D U C A T I O N  F A C I L I T I E S  F I N A N C I N G  A U T H O R I T Y  established:

• Public corporation of the state.

• W i t h i n  D e p a r t m e n t  of Education.

• Subject to the Executive Budget Act (AS 37.07L

44.27.110. B O A R D  O F  D I R E C T O R S

• M e m b e r s :

- C o m m i s s i o n e r  of Education

- C o m m i s s i o n e r  of R e v e n u e

- C o m m i s s i o n e r  of D O T P F

• Directors subject to A S  39.50 (Contlict of Interest).

44.27.120. O F F I C E R S ,  Q U O R U M ,  . A N D  M E E T I N G S .

• Standard public corporation bylaws.

• M a v  hire employees d e e m e d  advisable.

- E m p l o y e e s  in e x e m p t  service

44.27.130. P O W E R S  O F  T H E  A U T H O R I T Y .

• Standard public corporation powers, required for financing.

Juneau Office (9071465-3777 Toll Free 1800  861 K O IT A 6KK1 Fax <W 7 i4 6 5 -2m  
Eagle K lxrr Office (907) 6*>4.8‘M4 Fax 1907)694-8945 E-Mail: rcpfc%cntati\c_pclc_koll<n Icjm stale.A u*

SECTIONAL ANALYSIS

Representative Pete Kott



Education Facilities Financing Authority -  Sectional Analysis/page 2

44.27.140. I S S U A N C E  O F  B O N D S  A N D  P L E D G E S  O F  ASSETS.

(a) Authorizes the authority to issue b o n d s  for schools if:

- T h e  projects are approved by the state Board of Education

under A S  14.11.05(a) -- the "priority list,” and;

- T h e  projects are authorized by the Legislature.

(b) Authorizes the authority to agree to a n d  pledge a m o u n t s  to 

reimburse municipalities a n d  the University of Alaska a proportion of their 

net debt service on school bonds, and to pav these a m o u n t s  directly to b o n d  

trustees in the event of municipal default;

• For municipalities:

• U p  to 7 0 %  of net debt service

• For the University of Alaska:*
- U p  to 1 0 0 %  of net debt service

(c) Establishes further requirements that m u s t  be met before the 

authority m a y  issue b u n d s  for R F . x A  projects, or agree to reimburse debt 

service o n  municipal or university projects:

- T h e  Legislature m u s t  authorize the project a n d  its cost (se e  
Section 6).

- T h e  Legislature m u s t  authorize the percentage r e i m b u r s e m e n t  

to apply to ugreements with municipalities or the university 

(sec Section 6).

- T h e  projects m u s t  meet energy efficiency standards.

(d) - (h): Specific authorizations required in order to issue b o n d s  a n d  to 

enter agreements to back (through reimbursement pledges) municipal a n d  

university bonds. These authorizations are required to m a k e  the b o n d s  

saleable.

(d) Allows b o n d s  to be issued to provide funds to refund b o n d s  or p a y

interest or principal (1), a n d  to fund reserve requirements a n d  issuance

costs (2).

(e) Allows the authority to enter financial covenants to secure the

reimb u r s e m e n t  a m o u n t s  authorized.

(0 Requires that all b o n d s  are payable out of revenues of the authority.



Education Facilities Financing Authont y •• Sectional Analysispage 3

(g) Requires that bonds be authorized b y  resolution of the authority, 

allows th e m  to be in the form, term, interest rates, etc. determined by 

the authority. Limits b o n d  terms to 15 years.

(h) Allows the authority to disburse funds to municipalities a n d  the 

university in accordance with pledges a n d  agreements it has lawfully 

mad e .  Requires the authority to establish b y  regulation the procedures 

for reimbursement. Requires the authority to exclude state a n d  federal 

funds applied to school construction fr o m  the reimbursement 

calculation, a n d  to offset tobacco tax receipts distributed to the 

municipality.

44.27.150. T R U S T  I N D E N T U R E S  A N D  A G R E E M E N T S  -  Standard language 

providing for the authority to enter into the trust indentures a n d  agreements 

that are the foundation d o c u m e n t s  of all financings, and; providing for the 

authority to attach the State’s moral obligation to its bonds.

(a) Authorizes use of a trustee a n d  entering into trust agreements that 

pledge assets.

(b) - (f) collectively allow the authority to apply the State's ’’moral 

obligation” to its bonds. It does not allow the authority to pledge the faith a n d  

credit of the state, nor create a debt or liability of the State. This is the s a m e  

language that allows other authorities to apply the "moral ob" to their bonds:

(b) Allows use of capital reserve funds to handle b o n d  proceeds.

(c) Requires that, if a capital reserve fund is used for a b o n d  

issue, it be fully funded.

(ch Establishes evaluation criteria if securities are purchased 
with the capital reserve fund.

(e) Requires that the authority certify to the G o v e r n o r  a n d  the 

Legislature at the beginning of each year w h a t  amount, if any, is required to 

restore a n y  capital reserve funds to full funding, a n d  states that the 

Legislature " m a y” appropriate that amount. (This provides the legislature 

annually with a s h d e m e n t  of the a m o u n t  of school debt service due, a n d  

allows them, if they choose, to appropriate all or a portion of that amount. If 

the a m o u n t  is shortfunded, the E F F A  will p a y  the balance from Education 

Facilities F u n d  earnings.) Specifically states that "nothing in this section 

creates a debt or liability of the state."

(0 Requires the authority to notify the State B o n d  C o m m i t t e e  

a n d  the Legislative Budget a n d  Audit C o m m i t t e e  at least 10 days before 

issuing a n y  moral obligation bonds. Establishes w h a t  information m u s t  be 

included in the notification, a n d  requires the authority to annually revise this 

information.



Education Facilities Financing Authority -  Sectional Analysis
page 4

44.27.160. B O N D I N G  L I M I T A T I O N S .  Precludes the authority from issuing 

b o n d s  or agreeing to reimburse debt service unless the Education Facilities 

F u n d  contains at least $1.2 billion. (Once b o n d s  are issued or reimbursement 

agree m e n t s  entered, however, these remain effective regardless of the balance 

of the fund.)

This section m a k e s  the activation of the authority contingent u p o n  the 

appropriation bill.

44.27.170. B O N D  R E I M B U R S E M E N T  L I M I T A T I O N  Puts the above 

(44.27.160) limitations o n  authority agreements to reimburse municipal or 

university debt service. This precludes the authority from entering a n y  such 

a g r e e m e n t s  until the SI.2 billion appropriation is effective. All agreements 

the authority lawfully enters after that time remain effective regardless of the 

f u n d  balance. Requires that municipal a n d  university bonds meet the 

standards of authority b o n d s  (contained in 44.27.140 9[g]).

44.27.180. N O N L I A B I L I T Y  O N  B O N D S  Establishes (a) that neither the 

m e m b e r s  of the authority nor the executor of the b o n d s  b e c o m e s  personally 

liable for their repayment, and; (b) that all b o n d s  are non-recourse b o n d s  to 

the state a n d  its political subdivisions, payable solely from authority assets. 

Establishes that the authority m a y  not pledge the faith or credit of the State or 

of another political subdivision of the State.

44.27.190. P L E D G E  O F  T H E  S T A T E .  T h e  standard pledge of the state not to 

c h a n g e  the rules in midstream. T h e  State pledges that it will not interfere 

(through future legislation) with the rights of the authority to fulfill terms of 

contracts it enters into lawfullv, a n d  allows the authoritv to include this
• 4

pledge in its bonds.

44.27.200. E D U C A T I O N  F A C I L I T I E S  F U N D  Establishes the fund w h i c h  will 

be used to back authority b o n d s  a n d  reimbursement agreements, a n d  

provides for its m a n a g e m e n t  b y  the P e r m a n e n t  F u n d  Corporation.
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• F u n d  consists of:

- Appropriations to the FundlT/te initial appropriation to the

fund is contained in an accompanying appropriation bill,)

- I n c o m e  of the fund

• Authority m a y  pledge:

- F u n d  i n c o m e

• A m o u n t s  that exceed S1.2 billion (the initial deposit).

• T h e  fund shall be invested by the P e r m a n e n t  F u n d  Corporation

u n d e r  rules for P e r m a n e n t  F u n d  assets. ( A 5  37.13.120).

44.27.210. A N N U A L  A U D I T .  Requires an annual audit by a C P A  in a form 

prescribed b y  the Legislative Auditor, a n d  requires that the Legislative 

Auditor have full access to authority records.

44.27.220. A N N U A L  R E P O R T .  Requires a n  annual report.

44.27.250. D E F I N I T I O N S .

Section 3. C o n f o r m i n g  language to establish that authority contracts are the 

38th type of contract e x e m p t  from A S  36.30.850 (Public Contracts) of the 

p r o c u r e m e n t  code.

Section 4. C o n f o r m i n g  language to establish that employees of the authority 

are in the e x e m p t  service under A S  "9.25.110.

Section 5. C o n f o r m i n g  language to establish that employees of the authority 

are subject to A S  39 50 (Conflict of Interest).

Section 6. A U T H O R I Z A T I O N  O F  F A C I L I T I E S  Authorizes authority b o n d s  

a n d  r eimbursement of municipal and university b o nds for 108 specified 

projects totalling S499,643,000.

(a) (1) Authorizes the authority to issue S284,932,000 in b o n d s  to 

construct 64 specified rural and small municipality projects on D O E ' s  

construction a n d  major maintenance lists.

1



(a) (2) Authorizes the authority to issue 5134,761,000 in b o n d s  to 

construct 28 specified large municipality projects o n  D O E ' s  construction a n d  

m a j o r  maintenance lists.

(b) Authorizes the authority to reimburse 1 0 0 %  of net debt service o n  

579,950,000 in University of Alaska b o n d s  to construct 16 specified university 

projects.

(d) Authorizes the university under A S  14.40.253 to issue those bonds. 

Section 7. Imme d i a t e  Effective Date.

t



S u m m a r y
Alaska Education Facilities Financing P r o g r a m

O B I ECTIVES;

1. Provide for the funding of critical rural a n d  urban school 

construction a n d  major maintenance projects a n d  University of Alaska 

capital projects w h e n  the projects are needed, but before they could be f u n d e d  

b y  appropriation under a balanced-budget plan.

2. R e s u m e  funding of net debt service for school b o n d s  of organized 

municipalities u n d e r  formal reimbursement agreements, a n d  provide for 

continuing this funding indefinitely without impacting the balanced-budget 

plan.

3. Establish an on-going mechanism, under whi c h  projects could be 

f u n d e d  indefinitely in an organized manner, under strict criteria a n d  

legislative authorization.

4. F u n d  necessary school construction bv m e a n s  other than G.O. 

bonds. G.O. bonds: a) could not be issued until after the 1998 election a n d  2) 

w o u l d  be a one-shot affair.

6. Protect a portion (SI.2 billion) of the Constitutional Budget 

Reserve A c count for future use. T h e  corpus of the initial capitalization of the 

Education Facilities F u n d  could not be d r a w n  -- Earnings f r o m  the fund 

w o u l d  p a y  for the projects, a n d  potentially allow the fund to g r o w  as well.

Su m m a r y

1. Establish the Education Facilities Finance Authority (EFFA) within 

the D e p a r t m e n t  of Education, a n d  the Education Facilities F u n d  ("EF Fund") 

as a n  asset of the authority. T h e  E F F A  would:

a. Sell E F F A  b o n d s  to directly finance construction of 

schools u p o n  approval of specific projects b y  the Legislature. It is 

contemplated that this m e t h o d  of funding w o u l d  be used 

primarily for construction of schools in rural jurisdictions with 

insufficient tax bases to issue bonds.

b  Contract to p a y  u p  to 7 0 %  of net debt service on 

municipal b o n d s  issued to finance municipal 'trhool facilities

S S S B 3 7  H B216

SUMMARY



a n d  u p  to 1 0 0 %  of net debt service o n  University of Alaska 

bonds, provided that each specific facility has been a p p r o v e d  by 

the Legislature for a specified level of reimbursement.

c. A p p l y  non-corpus balances of the E F  F u n d  to debt 

service o n  E F F A  b o n d s  and to the specified percentage of net debt 

service under authorized reimbursement agreements for 

municipal school b o nds a n d  university bonds.

d. All o w  use of a negative pledge of the E F  Authorities 

assets as security for E F F A  bonds a n d  for the E F F A ' s  obligations 

u n d e r  authorized reimbursement agreements for municipal 

school b o n d  a n d  University b o n d  debt service.

2. T h e  E F  F u n d  w o u l d  be m a n a g e d  by the Permanent F u n d  

Corporation under its statutes. Initial capitalization w o u l d  c o m e  from the 

constitutional budget reserve, with possible additional deposits from a 

combination of other sources.

5. T h e  bill w o u l d  authorize initially: 1) projects from the D O E  

priority list for E F F A  bonds, 2) municipal debt service reimbursement 

agreements for projects selected by the Legislature, and 3) University of 

Alaska debt service reimbursement agreements for projects selected b y  the 

Legislature.

Future legislatures could continue to authorize m o r e  b o n d s  a n d  

r e i m b u r s e m e n t  agreements within the financial capabilities of the education 

facilities fund. T h e  fund w o u l d  have bonding capacity equal to or exceeding 

the initial capitalization, without risking the original corpus appropriated to 

it.

U n d e r  reasonable projections of future d e m a n d s  o n  the fund, it 

w o u l d  continue to g r o w  if investments of the fund yield m o r e  than b o n d s  

issued b y  the E F F A  a n d  by municipalities a n d  the University subject to 

r e i m b u r s e m e n t  obligations. This should occur with proper m a n a g e m e n t  of 

the authority.

M a r c h  ?, 1997



Education Facilities Financing Structure

Bond Proceeds

Direct School 

Construction F unding*

Constitutional Budg e t  

Reserve

Re-app

1

iopriation

t

Educational Facilities 

F u n d

Debt

J

Service

B o n d  Trustee

C o r p u s  of Fund'

■Investment Earnings----

Fund Management bu 
Permanent Fund 

Corporation Under
Investment Securities

Reimbursement Contracts

Municipal School 

Construction B o n d s  

Debt Service 

R e i m b u r s e m e n t *

1
University of Alaska 

Capital Projects &  

Deferred Ma i n t e n a n c e  

B o n d s  Debt Service 

R e i m b u r s e m e n t *

* Specific projects a n d  reimbursement Contracts must be authorized by the Legislature 

before the Ed. Fac. fund can enter a funding or reimbursement contract.



ALASKA LEGISLATIVE MAJORITY - FIVE YEAR BUDGET STRATEGY as ol October 2. 1996 

WITH SSSB 371 HB 216 (EDUCATION FACILITIES FUND)
3 2697

Revenue*
1 /Unrestricted Revenues 
1/Other Sources'Adjustments 
t/AHFC Dividend 
1/AIDEA Oividend

FY 19M

20420 
101 7 
70.0 
0.0

FY 1997
1.9100

335
500
150

: FY 1998
; 1.844 0 

300 
72.1 
25 6

FY 1999

1.890.2 
30 0 
74 3 
26 5

FY2WQ

1.886.1 
300 
76 5 
28 0

FY 2991

1.846 7 
390 
78 8
28 4

12/EFFA Dividend [line 6b) 00 00 639 41.7 41 7 4,_7J
3/Projected CBRF Earning* 
1/New Revenues

0.0
£LQ

125.0
LQ

98.1
filfl

'rO .:
68 0

106.5
700

113.5
ZLQ

iQ la lRovtnuu
(Total Revenue* Projected m Five Year Budget Strategy*

2 213.7 
22137

2.1385 
2 1385

2.199 6 
2 221 8

2230 1 
2 274 0

2 238.7 
2 270 0

2-2200
22400

ExDtndltunt 
1/Operating 
1/Debt Service 
i.'Capital

2218 1 
1094 
11ft 0

2.1922 
93.1 

100 i

2.131.5 
91.0 

100 0

2.089 7 
82 8 

100 0

2 066.4 
66 1 

100 0

2.0536
489

1000
|4/(Lesc) Programmed Capital Pmiectso’f EFFA 00 0.0 (2 8.6) (28 6) (28 6) (28 6)|
1 /Speclals/Transtefs/Fund Caprtaiiialons 
1/Revised Programs/Supplementals

Tctal Lxjxndiluma
(Total On Budget Expenditures Projected m Five Year Budget Strategy)

186
"IQ

7 1.1 
t

154
19.2

2.420 0 
2 420 0

17 5
20.0

2.331 4 
! 2 340 0

175
20 0

2.281.4
23100

17.5 
20 0

2 241 4 
2270 0

175
m

2.211 4 
2 240 0

1 Expenditure Reduction from Previous FY
t/As a \  of Total Expenditures

(85.1)
•3.40%

(88.61
•3 66%

1510)
•2.14%

(40JU
•1 75%

(30J!)
•1 34%

291.4 281.5 131.7 5L3 Lfi dLZ

CBRF Bcomnma B  tim es 
1 Projected Earnings 
t.Transfers to General Fund 
5-Transfers to Education Facilities Fund 
t/Additional Settlement Deposits 
I.Net ot Sweep Provision*
1/Principal to Full Fiscal Gao [Transfers (tojlrom budget)

2 *35 4 
124 6 

00 
00 

551 5 
1205) 

u22Lii

2.499 6 
1250 

(125 0) 
(1.200.0) 

350 0 
00 

(2fll£i

1.368.1 
98 1 

(981) 
00 

150 0 
00 

(131.7)

1 3864 
994 

(W 4) 
00  

150 0 
00 

(51.31

1 485 1 
1065 

(106 5) 
00 

1000 
00 

(Lfi)

1 582 5 
1135 

(1135) 
00 

1000 
00 
12

CBRF Endina B  Mil net L4i2.fi L3M J LM fiJ I  J I M L5fiL5 ,1.691.2

a Beginning Balance
^Transfers From CER* (To) Revenues. EFFA D-v>dend [line 2) 
c.Earrangs
a Bond Proceed*
•■Debt Servce 
( School Constructon
Fdua tlon  F ie . Fund Ending fl||Mfij  _______

7 ConsoSdatedCBRF Ed  Fee Fund Balances 
11 "CBRF EraV Ĵ Balance projected ̂ October ? Budget SeategyJ 
• Cumulative Cain (Lose) m net Revenue* with EF Fund 
g Cumulative Capital Asset* Aoquved (Conitr ucUonDef W e n t )

10701*1 Caoltat and Ca ilLA sH t» ..C flfl£
11 CBRF EraVvg Balance projen'adnOcloOer 2 Budget Strategy!

11 C umulative Gain ILo s s ) with E F  F u n d

0.0 00 1.200 0 1.200 0 1.2000 1.200 0
00 1.2000 (639) (41 7) (41.7) (41.7)
00 0.0 860 860 860 860
00 00 250 0 2500 00 00
00 00 (22 2) (44 4) (44 4) (44 4)
12 i s 1250.01 (2500. 12 lf i
00 1 200 0 1 2000 1.2000 1 2000 1 2000

2 499 6 2.568 1 2.566 4 2 685 1 2.782 5 2 691 2
L1 2 U LLitLl LS72J 2t63 8 2 40? 5 U i l l

00 00 66 (••7) (25 0) (425)
IQ 12 23Q.Q 500 0 SQO-Q I ----

2.4996 L55L1 2J2L4 J J I i l 3.292.5 131L2
L i& i 2 VA 1 Z112J 2 543 t i lZ L i 2413?

i & Q iSL Q +256.6 +491.3 ♦475.0 t 4 5 L 5

B A C K G R O U N D  I N F O R M A T  IOfJ



A lask a  l e g is l a t iv e  M a jo r ity  F ive Y ear  Bu d g e t  S t r a t e g y

as ol October 2.1996

Modified to Include $500 million New School Construction and Deferred 
Maintenance Using SSSB 37 Methodology

• S c h o o l  C o n s t r u c t io n  & D e fe r r e d  M a in te n a n ce  p ro g ra m  m o d e le d :

School Construction and 
Deferred Maintenance Funded

FY W H  $250,000,000

FY IW9_________$250.000,000_________

Total $500,000,000

• G e n e r a l  a s s u m p t io n s  reg a rd in g  th e  E d u ca t io n  F a c il it ie s  F u n d :
- Earnings will be the same as projected In the Five Year Strategy for the CBRF (7 17%. 

as projected by the Permanent Fund Corporation)
• True interest cost of bonds will be that of A' rated bonds marketed in the US the week 

ot 3/14/97 (The bonds will likely be rated higher than that, leading to a lower interest rate.)
• Earnings not required to pay debt service are paid as Dividends to the State annually in 

order to consolidate them into Ihe Five Year Strategy

• C o n s o l id a t io n  o f th e  S S S B  3 7  p ro g ra m  w ith  th e  F iv e  Y e a r  B u d g e t  S tr a te g y  
in c lu d e d  m o d ify in g  th e  fo llow in g  lin e s  o f th e  F iv e  Y e a r  S tr a te g y  m o d e l  a s  
d e s c h b e d  b e lo w :

1/ No modifications tc assumptions or methodology in these lines. They 
are the same assumptions/methodology as  in the original Five Year 
Strategy model.
21  A ll e a rn in g s  o f th e  E d u c a t io n  F a c il it ie s  F in a n c e  A u th o n ty  s u r p lu s  to  its  d e b t 
s e r v i c e  o b lig a tio n s  a re  tr e a te d  a s  D iv id e n d s  to  th e  S ta te 's  g e n e ra l r e v e n u e  
s tre a m .

3/ T h e  F iv e  Y e a r  B u d g e t  S tra te g y  s h o w s  th e  ea rn in g s  o f th e  C B R F  a s  r e v e n u e s .  
T h i s  c o n s o l a t i o n  s h o w s  th e  e a rn in g s  o f th e  sm a lle r  C B R F .

4/ T h e  E d u ca t io n a l  F a c il i t ie s  F in a n c e  A u th o n ty  will fu n d  p ro je c t s  th a t o th e rw is e  
w o u ld  b e  fu n d e d  ou t o f th e  a n n u a l C a p ita l b u d g e t. T h is  co n s o lid a t io n  o f f s e t s  th e  
c o s t  o f t h e s e  p ro je c ts ,  a s s u m e d  to  b e  th e  a v e r a g e  o f th e  last th r e e  f is ca l y e a r s  
( F Y 9 5 .  F Y 9 6  a n d  F Y 9 7 )  ca p -ta l b u d g e t  ite m s  for s c h o o l  c o n s t r u c t io n  a n d  d e fe r r e d  
m a in te n a n ce .  T h is  a v e ra g e  is  $ 28 .6  m illion annua lly .

5/ L i n e  5  s h o w s  th e  $1 2  billion tha t w o u ld  b e  tra n s fe rre d  from  th e  C B R F  to  th e  
E d .  F a c .  F u n d  b y  S S S B  37  a n d  S B  i l l .  th e  a c c o m p a n y in g  a p p ro p n a tio n  bill.
T h i s  tra n s fe r  t ie s  to  line 6b.

6/ T h i s  n e w  s e c t io n  p ro je c t s  th e  o p e ra tio n  o f th e  E d u ca t io n  F a c i l i t ie s  F u n d  
e s ta b l is h e d  b y  S S S B  37. In th is  co n so lid a t io n ,  th e  F u n d 's  e a rn in g s  (lin e  6 c )  p a y



d e b t  s e r v i c e  o n  A u th o r ity  b o n d s  (lin e  6 e ),  w ith  th e  b a la n ce  b e in g  tra n s fe r re d  to  
g e n e r a l  r e v e n u e s  in line " 2 / Ed u ca tio n  F a c il i t ie s  F in a n c in g  A u th o r ity  ( E F F A )  
D iv id e n d ."

7/ L i n e  7 is  th e  s u m  o f C B R F  E n d in g  B a la n ce "  a n d  " E d u ca t io n  F a c .  F u n d  
E n d in g  B a la n ce ."

8/ L i n e  8  is  th e  d i f fe r e n ce  b e tw e e n  th e  e n d in g  b a la n ce  in th e  C B R F  a s  p r o je c te d  
in th e  F i v e  Y e a r  B u d g e t  S tr a te g y  a n d  th e  c o m b in e d  e n d in g  b a la n c e s  o f th e  C B R F  
a n d  th e  E d .  F a c .  F u n d .

9/ L i n e  9  is  th e  to ta l ca p ita l p ro v id e d  for s c h o o l  c o n s tr u c t io n  a n d  d e fe r r e d  
m a in t e n a n c e  b y  th e  E d u c a t io n  F a c il i t ie s  F in a n c e  Authority . In th is  e x a m p le ,  th e  
to ta l is  $ 5 0 0  m illion , e v e n ly  split b e tw e e n  F Y 9 8  a n d  F Y 9 9 .

10/ L i n e  10 is  th e  s u m  o f th e  c o m b in e d  e n d in g  b a la n c e s  of th e  C B R F  a n d  th e  
E d .  F a c .  F u n d ,  p lu s  th e  ca p ita l a s s e t s  u n d e rw n tte n  by  th e  E d u ca t io n  F a c il it ie s  
F i n a n c e  A u th o r ity , (line  7  p lu s  line 9 )

11/ L i n e  11 is th e  d i f fe r e n ce  b e tw e e n  line 10 a n d  th e  en d in g  b a la n ce  in th e  
C B R F  a s  p r o je c t e d  in th e  F iv e  Y e a r  B u d g e t  S tra te g y , a n a  a p p ro x im a te s  th e  n e t 
g a in  in  a s s e t s  th a t o c c u r s  u n d e r  S S S B  3 7  m e th o d o lo g y .

T h i s  g a i n  in a s s e t s  is a c h i e v e d  b y  p r o v i d i n g  $ 5 0 0  million of 

s c h o o l  c o n s t r u c t i o n  &  d e f e r r e d  m a i n t e n a n c e  d u r i n g  t h e  5 - y e a r  

p e r i o d  for a  c a s h  c o s t  to t h e  b a l a n c e  s h e e t  of o n l y  $ 4 2 . 5  million.



Ala sk a  Le g is l a tiv e  M a jo r ity  F ive Y ear  Bu d g e t  S t r a t e g y

as of October 2,1996

M o d ifie d  to  In c lu d e  $ 5 0 0  m illion N e w  S c h o o l  C o n s t r u c t io n  a n d  D e fe r r e d  
M a in te n a n ce  U s in g  S S S B  37 M e th o d o lo g y

N o te w o r th y  R e s u lts :

• Adding the SSSB 37 EFFA methodology does not significantly slow the 
reduction of the "fiscal gap." In fact, it provides a surplus in FY2001. In 
short, SSSB 37 methodology can be readily meshed with the Five Year 
Strategy, without causing noticeable changes •• while providing $500 
million in construction & major maintenance at the same time.

Annual Fiscal Gap 
FY96 FY97 FY98 FY99 FYOO FY01

Five Year Strategy 291.4 281.5 138.2 36.1 0.0 0.0
EF^A Methodology Added 291.4 281.5 131.7 51.3 2.6 -8.7

Declining Fiscal Gap

m l n v p  T e a r  a i r a i o g y A o a o a



• Adding the SSSB 37 EFFA methodology allows the FY98 budget to be cut 
by more than the Five Year Strategy, while still providing the identical 
se rv ices  (because the Ed. Fac. Finance Authority provides deferred 
maintenance and construction that would otherwise be funded by the 
Capital budget).

Annual Budget Cuts - Same Services Provided
FY97 FY98 FY99 FYOO FY01

Five Year Strategy (85. i) (60.0) (50.0) (40.0) (30.0)
SSSB 37 Added (85.1) '08.6) (50.0) (40.0) (30.0)

Annual Budget Reductions Provided

FY97 FY98 FY99 FYOO FY01

0.0

•20.0 • • 

-40.0 ■ ■ 

•60.0 • • 

•80.0 • • 

•100.0 ••

□  Five Yea' Strategy O  SSSB 37 Added

Annual Percent Budget Cuts * Same Services Provided 
FY97 FY98 FY99 FYOO FY01

Five Year Stratogy -3.40% -2.48% -2.12% -1.73% -1.32%
SSSB 37 Added -3.4C% -3.66% -2.14% -1.75% -1.34%



ALASKA LEGISLATIVE MAJORITY 
FIVE YEAR  BUDGET STRATEGY

O c t o b e r  2 . 1 9 9 6

B ix tn u u
Unrestricted Revenues (1) 
Other Sources/Adjustments (2) 
AH FC Dividend (3)
AIDEA Dividend (4)
Protected CB R F  Earnings (5) 
New Revenues (6)
laiAl Rtrtnutt

FY 1996 FY.U9Z F Y i m FY  1999 FY2QQQ EL2QQ1
2.0420 1.910 0 1.844 0 1.890 2 1.886 1 1.846 7

101 7 335 300 300 300 39 0
70 0 500 72 1 74 3 76 5 78 8
00 150 25 8 265 28 0 28 4
00 125 0 184 1 1850 179.4 175 1
00 s o 660 680 TOO 720

2,213 7 2.138 5 2,22TB 2,274 0 2.2700 2 240 0

ixouuMutti
Oporabng (7)
Debt Service (8)
Capital
Specmis/Transfera/Fund Capitalisations (8) 
Revised programs/SupptementaJe (9) 
r o tMi Expin d ltu n i

Fxpindtturm Reduction tUtfiL&tXiQlULFY 1101 
As a % o< Total Expenditures

Protected FJtCALQJUJ lU i t  CORF toFUU

CBRLO m nn lna  B t lu ic t  
Projecied Earnings (3)
Earnings Transferred to General Fund (5) 
AdOtional Settlement Deposits (11)
Net of Sweep Provisions (12)
Prmopal To  Fit! Fiscal Gap
CBRF Ending B tlan ta

PF F mm I n o t  /feaarre UtQlMlfiO. B i ltn c t  (13)

OrvKJende 
Inflation Proofing 
To PnnopaVAmerada Hess 
lepsiaeve Deposits to Pnnopat (14)
P££M m m ai.ntM n*.Cndm a BalMoct 

OK/Mir to P F J ld t tn r t i tiumPtMvteuilY

2.218 1 2.1922 2.131 5 2.0897 2.066 4 2.053 8
1094 93 1 91 0 828 66 1 48.9
1160 1001 1000 1000 1000 1000
186 15 4 175 175 175 175
<09 19 2 210 20 0 ?O0 200

2,5051 2*20  0 2,360. 2,310 0 ? j j o o 2.240 0

(•5^) (60.0) (50.0) (400) (30 0)
•3 40% •2 48% •2 12% • 1 73% •1 32%

291.4 281.5 138.2 38.1 00 00

2.135 4 2 499 6 2.568 1 2 579 8 2 693 8 2.807 5
124 6 125 0 184 1 185 0 193 1 201 3

00 (175 0) (t84 1) (185 0) (1794) (175 1)
551 5 3S0 0 150 0 1500 1000 1000
(20 5) 00 00 00 00 00

(2 L O (2ft!_5) (J382) (361) 0 0 09
2 499 6 2,S<18 t 2 379 8 2 693 8 -•807 3 2 933 7

1.2030 101 0 157 0 242 0 339 0 4350
1.635 0 1.216 0 1.3090 1.375 0 1.444 0 1 516 0
(643 0) 1661 0) (670 0) (698 0) (7410) (710 0)
(406 0) (4900) (544 0) (569 0) (595 0) (6220)
(19 0) (9 0) (10 0) (110) (12 0) (130)

( L M 70) 09 OS 09 09 09
to io 157Q 242 0 339 0 435 0 6060

510 850 ! L S 96 0 171 0

AI th t  »nd ot tw o y o r •. mi» U n i t  gy.wll! b t  t i t f f l d f d  t m d d t t lo n il  tw o  y u n .  
c r f i t in g  9 rolling, long r m a t  i ln l t g y -



ElYfLYEAR B UDGE.LST.RAIEG Y
October 2, 1996

ALASKA LEGISLATIVE MAJORITY

(1) Spring 1996 Department ol Rovenua baia casa ravonuo forecast FY97 revanuca baaed on $16.67/bbl ANS 
market price. All values are reflected in millions ol doi'ars

(2) FY  96 includes $75.9 ol one timo rocalpts Irom the Investment Loss Trust Fund, an additional $9 0 is reflecied in FY
01. although some or all ol thaso receipts may occur earlier The live year evorago for Othor Sources/ Ad|ustmonts is 
S55 0.

(3) Per Ch 103 SLA 1995. page 35. eat mated available amounts ore $103 0 Irom FY 97 through FY 00 Assumes a 
3% annual increase In eontnbutions lo tne General Fund (GF) starting in FY 98

(4) Assumes an annual dividend ol 50** of the net revenues per AIDEA's Estimated Future Deb! Service Cavarape . as 
ot June 30. 1995 This formula allows AIDEA to cover it a projected debt service requirements in each year

(5) Pro;ected annua) earnings ol 7 17% on CBRF balance starting in FY 98. based on Pormanonl Fund Corporation's 
projected earnings per its December 1995 report

I
(6) FY  97 roprosents Governor s prooosod foe increases not requiring legislation New revenues are orojected to grow 
annually by 2% Starting in FY 99

(7) Includes fiscal notes for all new legislation, but does not include shared tases or fisheries enhancement statutory 
pass-througns

(8) Includes surcharge trans’ers to the O l & Hazardous Substance Release Preventer and Response Fund, transfor et 
Storage Tank Registration Fees to the Storage Tank Assistance Fund, and capitalization ol the Alasna Clean Water 
Fund

(9) The FY 94 and FY 95 average of GF Revised Programs is $3 6 FY95 end FY96 average is $3 1

(10) G F  reductions total $250 0 over 5 years

(t t) FY  96-01 projected deposits total $500 0 FY 98 end FY 99 estimates ere per the LRFPC  Report Subsequent 
year pro)actons are based on total fr'imge subject to deposit m the CBRF of $1,650 7 as of June 30. 1995. of wtxh 
$57 8 has been received ard deposited smce mat date

(12) Represents the net of a) poor year sweep emocmts repaid to the GF end b) GF s*eep amounts deposited Into the 
CBRF

(13) Alatsa Permanent Fund Corporators financial p'Ottctons as ol May 31.1996

r 14 j includes $1.36? 010 be oeposted pursuant to SB 64 and $*00 0 depot ted at the beg nr ng c i FY M



SEN ATE COMMUNITY I  REGIONAL A F F A IR S  COM M ITTEE 
M arch  5, 1997 

1:33  p .m .

SSSB  37 EDUCATION  F A C I L I T I E S  FIN AN CIN G  AUTHORITY 
SB 111 APPROP: EDUCATION F A C I L I T I E S  FUND

CHAIRMAN M ACKIE c a l l e d  th e  S e n a te  Co m m u n ity  t  R e g io n a l  A f f a i r s  
C o m m itte e  m e e t in g  t o  o r d e r  a t  1 :3 3  p .m . A l l  c o m m it te e  members w ere  
in  a t t e n d a n c e .

CHAIRMAN M ACKIE b ro u g h t  SSSB  37 and SB 111 b e f o r e  t h e  co m m itte e  
an d , as p r im e  s p o n s o r  o f  th e  l e g i s l a t i o n ,  t u r n e d  th e  g a v e l  o v e r  t o  
V i c e  Ch a irm a n  W ilk e n  b e fo r e  p r e s e n t in g  an o v e r v ie w  on th e  b i l l .

C h a irm a n  M a ck ie  e x p la in e d  th e  o r i g i n a l  SB  37 was a g e n e r a l  
o b l i g a t i o n  b o n d in g  b i l l ,  w h ich  w o u ld  a l l o w  f o r  t h e  s a l e  o f  g . o .  
b o n d s  f o r  s c h o o l  c o n s t r u c t i o n  in  th e  s t a t e .  H ow ever, b e ca u s e  t h e r e  
w a s n ' t  a l o t  o f  i n t e r e s t  b e in g  g e n e r a te d  i n  th e  g . o .  b o n d in g  
c o n c e p t ,  he d e c id e d  t o  go t o  th e  f a c i l i t i e s  f i n a n c i n g  a u t h o r i t y  
c o n c e p t  c o n t a in e d  i n  th e  s p o n s o r  s u b s t i t u t e .

SS S B  37 w ou ld  ta k e  $ 1 .2  b i l l i o n  fro m  th e  C o n s t i t u t i o n a l  B u d g e t 
R e s e r v e  Fu n d  (CB R ) and c r e a t e  th e  E d u c a t io n  F a c i l i t i e s  F in a n c in g  
A u t h o r i t y ,  w h ich  i s  s i m i l a r  to  A ID EA  and A H FC. Th e  $1.2  b i l l i o n  
fro m  th e  CBR w ou ld  be  managed by  th e  P erm a n en t Fu n d  C o r p o r a t io n .
He e m p h a s ize d  t h a t  t h e  p r i n c i p a l  o f  $1.2  b i l l i o n  w o u ld  n o t  be 
s p e n t ,  b u t  w ou ld  be  u se d  t o  g e n e r a te  i n t e r e s t  e a r n in g s  th ro u g h  t h e  
m anagem ent o f  th e  p e rm a n en t fu n d  t o  f i n a n c e  and re p a y  re v e n u e  b on d s  
t h a t  w ou ld  bo i s s u e d  and s o ld  by  th e  a u t h o r i t y  t o  c o n s t r u c t  s c h o o l s  
th r o u g h o u t  th e  s t a t e  o f  A la sk a . He s t r e s s e d  t h i s  i s  n o t  a r a id  on 
th e  CBR — i t  i s  w hat he b e l i e v e s  t o  be  a c r e a t i v e  o p t io n  t h a t ' s  
o u t  t h e r e .  I t  i s  an o p t io n  he b e l i e v e s  t h e  L e g i s l a t u r e  s h o u ld  ta k o  
a lo o k  a t  t o  d e a l  w i t h  th e  e v e r  g ro w in g  m a jo r  m a in te n a n ce  and new 
c o n s t r u c t i o n  n o ed s  th r o u g h o u t  th e  s c h o o l s  in  A la sk a  a s  w e l l  as th e  
U n i v e r s i t y  o f  A la s k a ,  w h ich  has m a jo r  d e f e r r e d  m a in te n a n ce  p ro b le m s  
and new c o n s t r u c t i o n  n eed s  as w e l l .

Ch a irm a n  M a ck ie  a d v is e d  t h a t  th e  l e g i s l a t i o n  a u t h o r i z e s  th e  
f o l l o w in g  $500 m i l l i o n  w o r th  o f  s c h o o l  c o n s t r u c t i o n  and r e p a i r  
p r o j e c t s :  (1 ) $285 m i l l i o n  in  p r o j e c t s  s e l e c t e d  fro m  th e  DOE 
p r i o r i t y  l i s t  f o r  s m a l l  s c h o o l s  and r u r a l  a re a s  o f  th o  s t a t e ;  (2 ) 
$135 m i l l i o n  f o r  p r o j e c t s  s e l e c t e d  from  p r i o r i t y  l i s t s  s u b m it te d  by  
la r g e  m u n ic ip a l  s c h o o l  d i s t r i c t s ;  and '3 ) $80 m i l l i o n  f o r  
U n i v e r s i t y  o f  A la sk a  p r o j e c t s  and a la r^ e  b a c k lo g  o f  d e f e r r o d  
m a in te n a n ce  n e e d s .
He h a s  f e l t  fro m  th o  s t a r t  th a t  u n le s s  t h e r e  was f a i r n e s s  t h a t  was 
a p p l i e d  t o  any e f f o r t ,  r e g a r d le s s  o f  who in t r o d u c e s  a b i l l ,  n o th in g  
i s  g o in g  t o  happen u n le s s  t h e r e  i s  e q u i t y  in  b o th  th e  u rb a n  and t h e  
r u r a l  a re a s  o f  th e  s t a t e .  Ho added  t h a t  a l l  o f  th e  p r o j e c t s  w o u ld  
be  fu n d e d  100 p e r c e n t  and w ou ld  n o t  r e q u i r e  a l o c a l  m a tch .

In  c l o s i n g ,  Ch a irm a n  M a ck ie  p o in t e d  o u t  t h a t  r e v e n u e s  from  th e  CB R
a r e  f a c t o r e d  i n t o  t h e  lo n g - te r m  b u d g e t p la n ,  and t h i s  l e g i s l a t i o n  
w o u ld  ta k e  fro m  t h a t ,  so  i t  i s  a p o l i c y  q u e s t i o n  t h a t  w i l l  n eed  t o
be  d e b a te d  f u r t h e r  a s  th e  b i l l  g o e s  th r o u g h  th e  p r o c e s s .

MINUTES FROM THE SENATE ON COMPANION BILL



SENATOR HOFFMAN a sk e d  i f  b e ca u s e  t h e  l e g i s l a t i o n  ta k e s  t h e  m oney 
fro m  th e  C o n s t i t u t i o n a l  B u d g e t R e s e r v e  Fu n d , i t  w ou ld  r e q u i r e  a 
t h r e e - q u a r t e r s  v o t e  f o r  p a s sa g e ,  and  ( 'IAIRMAN MACKIE a ck n o w le d g e d  
t h a t  i t  w o u ld .

Number 160

V i c e  C h a irm an  w i lk e n  r e tu r n e d  th e  g a v e l  t o  Ch a irm a n  M a ck ie .

Num ber 170

S T E V E  MCPHETRES , E x e c u t i v e  D i r e c t o r ,  A la s k a  C o u n c i l  o f  S c h o o l  
A d m i n i s t r a t o r s ,  e x p r e s s e d  a p p r e c i a t i o n  f o r  th e  i n t r o d u c t i o n  o f  th e  
l e g i s l a t i o n ,  w h ich ,  he s a id ,  i s  an e f f o r t  t o  p u t  a n o th e r  id e a  on 
t h e  t a b l e  t o  b r in g  a b o u t  a s o l u t i o n  f o r  a lo n g - te r m  p ro b le m : s c h o o l  
p r o j e c t s  t h a t  h a ve  b een  l i s t e d  y e a r  in  and y e a r  o u t ,  and th e y  
c o n t i n u e  t o  becom e m ore an d  m ore o f  a p ro b le m .

M r. M cP h e tre s  s a id  g . o .  b on d s  do  n o t  a l lo w  f o r  a good  lo n g - te r m  
p la n  f o r  a d d r e s s in g  t h e  lo n g - te r m  n e ed s  o f  s c h o o l  f a c i l i t i e s  a c r o s s  
t h e  s t a t e  o f  A la s k a .  He s a id  in  t h e i r  e f f o r t s  t o  come up w i th  a 
p o s s i b l e  s o l u t i o n  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e  t h i s  y e a r ,  th e y  
cam e up w ith  t h i s  c o n c e p t  o f  e s t a b l i s h i n g  th e  E d u c a t io n a l  
F a c i l i t i e s  Fu n d . He a l s o  p o in t e d  o u t  t h a t  th o  c o n t r o l  o f  th e  fu n d  
and  th e  c o n t r o l  o f  t h e  p r o j e c t s  s t i l l  m a in ta in  th e m s e lv e s  i n  th e  
pow er o f  th e  L e g i s l a t u r e .

T h e  s c h o o l  a d m in i s t r a t o r s  b e l i e v e  t h a t  t h i s  l e g i s l a t i o n  i s  a g ood  
e f f o r t  i n  n o t  o n ly  a d d r e s s in g  one i s s u e ,  b u t  t h r e e  i s s u e s  t h a t  a r e  
t h e r e :  (1 ) th e  m u n i c i p a l  s c h o o l  d i s t r i c t s  who have  c o n t in u e d  t o  
h a v e  g ro w th  p ro b le m s ;  (2 ) th o  lo n g - te r m  n e e d s  o f  r u r a l  A la s k a  t h a t  
h a v e  b een  o u t  t h e r e  and  h a ve  n o t  b een  a d d r e s s e d ;  and (3 ) t h e  
U n i v e r s i t y  o f  A la s k a 's  trem en d o u s  m a jo r  m a in te n a n ce  t h a t  n e e d s  t o  
be  a d d r e s s e d .

C o n c lu d in g ,  Mr. M cP h e tr e s  s a id  h i s  o r g a n i z a t i o n  i s  f u l l y  s u p p o r t i v e  
o f  SSSB  37 and he e x p r e s s e d  t h e i r  w i l l i n g n e s s  t o  c o n t in u e  t o  work 
w i th  th e  c o m m it te e s  i n  s e e in g  t h a t  i t  b e com es a r e a l i t y .

Number 230

BOB LER ESCH E  , an in v e s t m e n t  b a n k e r  r o p r e s o n t in g  C o a in c o  A la s k a ,  
s a id  S e n a to r  M a ck ie , h im s e l f  and o t h e r s  havo  b een  w o rk in g  in  t r y i n g  
t o  f i g u r e  o u t  t h e  b e s t  way t o  m eet th e  g r e a t  n eed  th a t  e x i s t s  f o r  
s c h o o l  c o n s t r u c t i o n  and  m a jo r  m a in te n a n ce  p r o j e c t s .  He s a id  t h e r o  
a r e  f o u r  o r  f i v e  o t h e r  a l t e r n a t i v e s ,  b u t  he b e l i e v e s  t h i s  new 
a l t e r n a t i v e  i s  th o  b e s t  way t o  m eet th e  p r e s e n t  n eeds w h i le  n e i t h e r  
d r a in in g  th e  CB R F n o r  b u s t in g  th e  b u d g e t p la n .  In  a d d i t i o n ,  i t  
p r o v id o s  th e  a d v a n ta g e  o f  e s t a b l i s h i n g  an a g e n cy  th a t  w o u ld  l a s t  
f o r  a lo n g  t im e  and a l lo w  a r e a l l y  o r g a n iz e d ,  m easured  way t o  m eet 
t h e s e  s c h o o l  n eod s  as th e y  a r i s e ,  and t o  m oot them  u n d er s t r i c t  
c r i t e r i a  and l e g i s l a t i v e  a u t h o r i z a t i o n  f o r  e a ch  o n e .

P r e s e n t in g  a b r i e f  o v e r v ie w  on th e  l e g i s l a t i o n ,  Mr. L e R o s ch e  s a id  
t h e  b i l l  e s t a b l i s h e s  t h e  E d u c a t i o n a l  F a c i l i t i e s  F in a n c e  A u t h o r i t y  
w i t h in  th e  D e p a r tm e n t o f  E d u c a t io n .  S i t t i n g  on th e  th re e -m e m b e r
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b o a r d  o f  d i r e c t o r s  w o u l d  b e  t h e  c o m m i s s i o n e r  o f  e d u c a t i o n ,  

c o m m i s s i o n e r  o f  r e v e n u e  a n d  t h e  c o m m i s s i o n e r  o f  t r a n s p o r t a t i o n  a n d  

p u b l i c  f a c i l i t i e s .  T h e  b i l l  a l s o  e s t a b l i s h e s  a n  E d u c a t i o n a l  

F a c i l i t i e s  F u n d ,  w h i c h  i s  a n  a s s e t  o f  t h o  a u t h o r i t y .

T h e  a u t h o r i t y  w o u l d  b e  a u t h o r i z e d  t o  d o  t h r e e  t h i n g s :

1. S e l l  t h e i r  b o n d s  d i r e c t l y  a n d  f i n a n c e  t h e  s c h o o l s  

d i r e c t l y .  T h i s  c o u l d  b e  d o n a  o n l y  u p o n  a p p r o v a l  o f  t h e  s p e c i f i c  

p r o j e c t s  b y  t h e  L e g i s l a t u r e .  T h i s  m e t h o d  w o u l d  b e  u s e d  p r i m a r i l y  

f o r  r u r a l  j u r i s d i c t i o n s  a n d  s m a l l  m u n i c i p a l i t i e s  w h i c h  d o n ' t  h a v e  

s u f f i c i e n t  t a x  b a s e s  t o  i s s u o  t h e i r  o w n  b o n d s ;

2 .  I t  c o u l d  c o n t r a c t  w i t h  m u n i c i p a l i t i e s  w h o  c o u l d  s e l l  t h e i r  

b o n d s ,  t o  p a y  a d e s i g n a t e d  p e r c e n t a g e  o f  n e t  d e b t  s o r v i c o  o n  

m u n i c i p a l  b o n d s  i s s u e d  t o  f i n a n c e  s c h o o l s ;  a n d

“. I t  c o u l d  c o n t r a c t  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a  t o  

r e i m b u r s e  u p  t o  1 0 0  p e r c e n t  o f  u n i v e r s i t y  b o n d s  i s s u e d .

M r .  L e R e s c h e  s a i d  t h i s  c o n c e p t  s o u n d s  s i m i l a r  t o  w h a t  h a s  g o n e  o n  

i n  t h e  p a s t ,  b u t  t h e r e  i s  a n  i m p o r t a n t  d i f f e r e n c e .  U n d e r  t h i s  b i l l  

t h e  m u n i c i p a l i t i e s  w o u l d  a c t u a l l y  h a v e  a  c o n t r a c t e d  r e i m b u r s e m e n t  

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

c r e d i t  o f  t h e i r  b o n d s  a n d  t h e r e b y  l o w e r  t h e  i n t e r e s t  r a t e .  H e  s a i d  

t h a t  r e a l l y  f i r m s  u p  w i t h o u t  a n  a n n u a l  a r g u m e n t  o v e r  w h a t  l e v e l  o f  

d e b t  s e r v i c e  t o  a p p r o p r i a t e .

O t h e r  h i g h l i g h t s  o f  t h e  b i l l  o u t l i n o d  b y  M r .  L e R e s c h e  w e r e :

—  S o m e  o f  t h e  e a r n i n g s  o f  t h o  f u n d  w o u l d  b e  a p p l i e d  t o  d e b t  

s e r v i c e  a n d  t h e  r e i m a u r s c m e n t  a g r e e m e n t s .

- -  T h e  f u n d  w o u l d  b e  m a n a g o d  b y  t h e  P e r m a n e n t  F u n d  C o r p o r a t i o n  

u n d e r  i t s  b a s i c  s t a t u t e .

—  T h e  b i l l  w o u l d  i n i t i a l l y  a u t h o r i z e  $ 5 0 0  m i l l i o n  w o r t h  o f  

s c h o o l  c o n s t r u c t i o n  a n d  r e p a i r  p r o j e c t s .

—  F u t u r e  l e g i s l a t u r e s  c o u l d  c o n t i n u e  t w  a u t h o r i z e  m o r e  b o n d s  

a n d  r e i m b u r s e m e n t  a g r e e m e n t s  w i t h i n  t h e  f i n a n c i a l  c a p a b i l i t i e s  o f  

t h e  e d u c a t i o n  f a c i l i t i e s  f u n d .  T h e  f u n d  w o u l d  h a v e  b o n d i n g  

c a p a c i t y  e q u a l  t o  o r  e x c e e d i n g  t h e  i n i t i a l  S I . 2  b i l l i o n  

c a p i t a l i z a t i o n ,  w i t h o u t  r i s k i n g  t h e  o r i g i n a l  $ 1 . 2  b i l l i o n  c o r p u s .

- -  U n d e r  r e a s o n a b l e  p r o j e c t i o n s  o f  f u t u r o  d e m a n d s  o n  t h e  f u n d ,  

t h o  f u n d  w o u l d  c o n t i n u e  t o  g r o w  i f  i t s  i n v e s t m e n t s  y i e l d o d  m o r e  

t h a n  t h e y  h a d  t o  p a y  o n  t h e  b o n d s  t h e y  i s s u e .  H e  s a i d  h e  i s  q u i t e  

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

h r .  L e R e s c h e  s a i d  w h e n  p e o p l e  s t a r t  t a l k i n g  a b o u t  t h e  f i n e  p o i n t s  

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

s o m e t h i n g  t h a t  h a s  b e e n  d o n e  f o r  y e a r s  f o r  t h e  p r i v a t e  s e c t o r  

t h r o u g h  A H F C  a n d  A I D E A .

M r .  L e R e s c h e  n o t e d  t h a t  t h e r e  h a s  b e e n  c r i t i c i s m  o f  t h i s  c o n c e p t  

r e l a t i n g  t o  t a x  l a w ,  a n d  i t  i s  a  q u e s t i o n  a s  t o  w h e t h e r  o r  n o t  t h e



y i e l d  f r o m  t h e  f u n d  w o u l d  h a v e  t o  b e  r e s t r i c t e d  t o  m a t c h  t h e
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i n t e r e s t  r a t e  o f  t h o  b o n d s .  H e  s a i d  h e  q u i t e  c e r t a i n  t h a t  h i s  b i l l  

h a s  b e e n  d r a f t e d  a r o u n d  t h a t  p r o b l e m  a n d  t h e r e  i s  a  h i g h  l e v e l  o f  

p r o b a b i l i t y  t h a t  a  l a r g e  p o r t i o n  o f  t h e  f u n d  w i l l  e s c a p e  t h i s  y i e l d  

r e s t r i c t i o n  p r o b l e m .

N u m b e r  3 8 2

S E N A T O R  H O F F M A N  s a i d  t h e  b i l l  p r o v i d e s  p u t t i n g  S I . 2  b i l l i o n  i n t o  

t h e  f u n d  a n d  s p e n d i n g  $ 5 0 0  m i l l i o n  i n  1 9 9 7 ,  a n d  h e  a s k e d  w h a t  h o w  

m u c h  w o u l d  b e  a v a i l a b l e  i n  s u b s e q u e n t  y e a r s .  CHAIRMAN M ACK 'E 
c l a r i f i e d  t h a t  i f  t h e  $ 5 0 0  m i l l i o n  i s  s p e n t  i n i t i a l l y  a n d  $ 6 0  

m i l l i o n  a  y e a r  f o r  t h e  n e x t  1 5  y e a r s ,  t h e  e a r n i n g s  w o u l d  s u s t a i n  

t h a t .  I f  o n l y  t h e  S 5 0 0  m i l l i o n  w o r t h  o f  p r o j e c t s  i s  d o n e  r i g h t  

n o w .  t h e  f u n d  w o u l d  a c t u a l l y  g r o w  f r o m  $ 1 . 2  b i l l i o n  t o  $ 1 . 5  b i l l i o n  

a t  t h a t  e n d  o f  t h a t  t e r m .

C H A I R M A N  M A C K I E  n o t e d  t h e  K i n g  S a l m o n ,  A n c h o r a g e ,  C o r d o v a ,  F e n a i  

a n d  K o d i a k  t e l e c o n f e r e n c e  s i t e s  w e r e  l i s t e n i n g  i n  t o  t h e  m e e t i n g  

a n d  t h a t  t e s t i m o n y  w o u l d  b e  t a k e n  f r o m  w i t n e s s e s  w a i t i n g  t o  t e s t i f y  

a t  t h e  F a i r b a n k s ,  M a t - S u ,  T o k  a n d  S i t k a  s i t e s .

N u m b e r  4 1 4

J O H N  H O L S T  , S u p e r i n t e n d e n t  o f  t h e  S i t k a  S c h o o l  D i s t r i c t  t e s t i f y i n g  

i n  S i t k a ,  c o m m e n d e d  S e n a t o r  M a c k i e  f o r  s p o n s o r i n g  t h e  b i l l .  H e  

s a i d  h e  i s  p a r t i c u l a r l y  p l e a s e d  b e c a u s e  t h o  l e g i s l a t i o n  c o n t a i n s  

t w o  r e n o v a t i o n  p r o j e c t s  f o r  t h e  S i t k a  S c h o o l  D i s t r i c t  t h a t  h a v e  

b e e n  o n  t h e  l i s t  f o r  n e a r l y  1 0  y e a r s ,  a s  w e l l  a s  t h e  c o m p l e t i o n  o f  

U A S  S i t k a  c l a s s r o o m s .

N u m b e r  4 4 5

C A R L  R O S E  , E x e c u t i v o  D i r e c t o r ,  A s s o c i a t i o n  o f  A l a s k a  S c h o o l  B o a r d s ,  

n o t e d  h e  h a d  o f f e r e d  w r i t t e n  t e s t i m o n y  i n  s u p p o r t  o f  S S S B  3 7  a n d  S B  

1 1 1 .  H e  s a i d  t h i s  s o l u t i o n  t o  a d d r e s s  s c h o o l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s  h a s  ccrve o f  a g e .  H e  s a i d  w e  h a v e  d e f e r r e d  

m a i n t e n a n c e  f o r  s e m e  p e r i o d  o f  t i m e  a n d  o u r  i n a b i l i t y  t o  a d d r e s s  i t  

t h r o u g h  o u r  c a p i t a l  b u d g e t  a n d  o t h e r  m e a n s  a v a i l a b l e  t h r o u g h  

m u n i c i p a l  b o n d i n g ,  e t c . ,  h a s  n o t  m e t  o u r  n e e d s .

M r .  R o s e  s a i d  w e ' v e  b u i l t  t h e s e  s c h o o l s ,  a n d  t h e  q u e s t i o n  i s  i f  w o  

c a n ' t  a d e q u a t e l y  m a i n t a i n  t h e m ,  w h a t  i s  t h o  e n d  r e s u l t .  R i g h t  n o w ,  

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

a b i l i t y  t c  c o n t i n u e  t o  i n s u r e  t h e  s c h o o l s  t h r o u g h o u t  A l a s k a  w i t h  

t h e  l o s s  r a t o  o f  $ 1 . 5  m i l l i o n  p e r  y e a r  o v e r  t h e  l a s t  y e a r  i n  t e r m s  

o f  f i r e  l o s s  i s  a m a j o r  i s s u e ,  a n d  t h e  i n a b i l i t y  t o  m a i n t a i n  t h e s e  

f a c i l i t i e s  i n  s u c h  a  f a s h i o n  t h a t  t h e y  b e c o m e  s u s c e p t i b l e  t o  f i r e  

a n d  l o s s .  H e  c a u t i o n e d  t h e  f a i l u r e  t o  m a i n t a i n  i n s u r a b i l i t y  

s t a t e w i d e  p a s s e s  t h e  i s s u e  o n  t o  t h e  L e g i s l a t u r e ;  i f  t h e s e  s c h o o l s  

a r e  u n i n s u r a b l e ,  t h e  L e g i s l a t u r e  s t a n d s  f u l l y  a c c o u n t a b l e  f o r  a n y  

l o s s  t h a t  t a k e s  p l a c e .

N u m b e r  4 7 5

D A R R O L  H A R G R A V E S  , t e s t i f y i n g  f r o m  T o k ,  n o t e d  t h a t  o t h e r  s t a t e s  t h a t  

h a v e  a t t e m p t e d  t o  u s e  t h e i r  o i l  w e a l t h  a n d  r e s o u r c e s  i n  a  s i m i l a r



m a n n e r  h a v e  b e e n  v e r y  h a p p y  w i t h  i t  o v e r  t h e  d e c a d e s .  H e  s a i d  

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

s t a t e .

M r .  H a r g r a v e s  s a i d  h e  d o e s  h a v e  s o m e  c o n c e r n s  f r o m  a  l o c a l  a n d  a 

s t a t e w i d e  p e r s p e c t i v e .  H e  s a i d  w i t h  a  h a l f  b i l l i o n  d o l l a r s  b e i n g  

t h r o w n  o n  t h e  s t r e e t  a t  o n e  t i m e ,  t h e r e  w i l l  b e  a r u s h  o f  d e s i g n  

p e o p l e  c o m i n g  b a c k  i n t o  t h e  s t a t e ,  a s  h a s  h a p p e n e d  i n  t h e  p a s t .

H e  s u g g e s t e d  i t  w o u l d  b e t t e r  t o  s e t  u p  a  w a y  t o  m a i n t a i n  a  s t e a d y  

s t r e a m  i n  s m a l l e r  i n c r e m e n t s  w h i c h  w o u l d  p r o v i d e  m u c h  m o r e  

s t a b i l i t y  a n d  c o n s i s t e n c y  a c r o s s  t h e  s t a t e .  H e  a l s o  s u g g e s t e d  

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

t h e  b o a r d  o f  d i r e c t o r s ,  a s  w e l l  a s  i n c l u d i n g  i n  t h e  l e g i s l a t i o n  a 

C I P  l i s t  f o r  p i c k i n g  p r i o r i t i e s  f o r  f u n d i n g  t h a t  h a s  g o n e  t h r o u g h  

s o m e  k i n d  o f  a p p r o v a l  p r o c e s s .

N u m b e r  5 2 0

W E N D Y  R E D M A N  , V i c e  P r e s i d e n t ,  S t a t e w i d e  U n i v e r s i t y  o f  A l a s k a  

S y s t e m ,  e x p r e s s e d  a p p r e c i a t i o n  t h a t  t h e  L e g i s l a t u r e  i s  p u t t i n g  t h e  

i s s u e  c f  d e f e r r e d  m a i n t e n a n c e  b a c k  o n  t h e  t a b l e  i n  a b i g  a n d  

s i g n i f i c a n t  w a y .  S h e  n o t e d  a p p r o x i m a t e l y  4 5  p e r c e n t  o f  t h e  s t a t e  

f a c i l i t i e s  a r e  u n i v e r s i t y  f a c i l i t i e s ,  a n d  t h a t  t h i s  h a s  b e e n  t h e  

n u m b e r  o n e  p r i o r i t y  f o r  t h e  B o a r d  o f  R e g e n t s .

T h e  p r o b l e m  t h a t  t h e  u n i v e r s i t y  i s  l o o k i n g  a t  t o d a y  i s  a b o u t  $ 1 6 5  

m i l l i o n  f o r  h o u s i n g  a n d  n o n - h o u s i n g .  T h e  i s s u e  r e q u i r e s  a  t w o ­

p r o n g e d  a p p r o a c h :  o n e  i s  t o  r x e  s u r e  t h a t  t h e  m a i n t e n a n c e

a c c o u n t s  i n  t h e i r  o p e r a t i n g  b - i g e t  a r e  b r o u g h t  u p  t o  p a r  a t  t h e  

s a m e  t i m e  t h e y  a r e  t r y i n g  t o  d o  t h e  d e f e r r e d  m a i n t e n a n c e .  A t  t h e  

s a m e  t i m e  t h a t  t h e  u n i v e r s i t y  h a s  b e e n  t a k i n g  r e d u c t i o n s  f r o m  t h e  

L e g i s l a t u r e ,  i n  t h e  l a s t  t w o  y e a r s  t h e y  h a v e  m o v e d  a b o u t  $ 3 . 5  

m i l l i o n  o u t  o f  p r o g r a m s  i n t o  t h e  m a i n t e n a n c e  b u d g e t .  B y  t h o  e n d  o f  

F Y  9 8 ,  t h e y  w i l l  m o v e  a n o t h e r  $ 3 . 5  o u t  o f  p r o g r a m  i n t o  m a i n t e n a n c e  

t o  b r i n g  t h o s e  b u d g e t s  u p  t o  p a r .

M s .  R o d m a n  p o i n t e d  o u t  t h a t  t h e  m a j o r i t y  o f  d e f e r r e d  m a i n t e n a n c e  

p r o j e c t s  a r e  s m a l l  p r o j e c t s  t h a t  a r e  d o n e  w i t h  l o c a l  h i r o .  S h e  

a g r e e d  w i t h  M r .  H a r g r a v e s  co ire nen ts a b o u t  t h e  i m p o r t a n c e  o f  h a v i n g  

a  p l a n  o n  h o w  t h o s e  p r o j e c t s  w i l l  h i t  t h e  s t r e e t .

I n  c l o s i n g ,  M s .  R e d m a n  s u g g o s t e d  t h a t  s i n c o  t h e  u n i v e r s i t y  d o e s  

h a v e  n e a r l y  h a l f  o f  a l l  o f  t h e  s t a t e  f a c i l i t i e s ,  t h e  c o m m i t t e e  m a y  

w a n t  t o  c o n s i d e r  p u t t i n g  a  r e p r e s e n t a t i v e  f r o m  t h o  B o a r d  o f  R e g o n t s  

? n  t h e  a u t h o r i t y ' s  b o a r d  o f  d i r e c t o r s .

N u m b e r  5 7 0

D O N  M O O R E  , M a n a g e r  o f  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h ,  s a i d  i n  a 

b o r o u g h  w i t h  p e r h a p s  t h e  f a s t e s t  g r o w i n g  s c h o o l  d i s t r i c t  i n  t h e  

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

f a c i l i t i e s .  T h e y  h a v e  a p p r o x i m a t e l y  7 0  t e m p o r a r y  p o r t a b l e  

c l a s s r o o m s  s p r e a d  t h r o u g h o u t  t h e i r  d i s t r i c t  h o u s i n g  a l a r g e  p o r t i o n  

o f  t h e i r  s t u d e n t s .

T A P E  9 7 - 8 ,  S I D E  B



M r .  M o o r e  c o m m e n t e d  t h a t  t h e r e  i a  a o m e t h i n g  t o  b e  a a i d  f o r  t h e  i d e a
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a b o u t  i n c l u d i n g  a n d  r e q u i r i n g  a  l o c a l  m a t c h  i n  t h e  f u n d i n g  f o r  

t h e a e  p r o j e c t a  e i t h e r  t h r o u g h  l o c a l  g o v e r n m e n t  b o n d e d  L n d e b t e d n e a a  

o r  b y  w h a t e v e r  m e a n s .  A  l o c a l  e l e c t i o n  o n  t h e  p r o j e c t  w o u l d  h e l p  

t o  a u t h e n t i c a t e  t h a t  t h e  p r o j e c t  i a  q u e a t i o n  i a  i n d e e d  a o m e t h i n g  

t h a t  t h e  p e o p l e  w a n t .  T h e  l o c a l  g o v e r n m e n t  w o u l d  t h e n  h a v e  a s t a k e  

i n  t h e  o w n e r s h i p  o f  t h e  f a c i l i t y .  A l s o ,  i t  w o u l d  p r o v i d e  

a d d i t i o n a l  l e v e r a g e  t o  t h e  f u n d s  t h a t  a r e  a v a i l a b l e .

N u m b e r  0 3 0

A L  W E I N B E R G  , r e p r e s e n t i n g  t h e  K a s h u n a m i u t  S c h o o l  D i s t r i c t  a n d  t h e  

C i t i z e n s  f o r  t h e  E d u c a t i o n a l  A d v a n c e m e n t  o f  A l a s k a ' s  C h i l d r e n ,  s a i d  

a s  f a r  a s  t h e  K - 1 2  p u b l i c  s c h o o l s  a r e  c o n c e r n e d ,  t h e  D e p a r t m e n t  o f  

E d u c a t i o n  h a s  i d e n t i f i e d  i n  t h e  f i r s t  y e a r  o f  s i x - y e a r  p l a n s  t h a t  

a r e  p r e s e n t l y  o n  t h e  t a b l e  a b o u t  S 6 1 5  m i l l i o n  w o r t h  o f  n e w  

c o n s t r u c t i o n  o r  m a j o r  m a i n t e n a n c e  t h a t  n e e d s  t o  b e  d o n e  a t  s o m e  

t i m e .  H e  s a i d  w i t h  $ 6 1 5  m i l l i o n  i t  t a k e s  a b o u t  $ 1 7  m i l l i o n  a  y e a r  

j u s t  t o  k e e p  u p  w i t h  t h e  i n f l a t i o n a r y  g r o w t h  o f  c o n s t r u c t i o n  a n d  

m a i n t e n a n c e  c o s t  o n  t h a t  a m o u n t  o f  m o n e y .  T h e  b i g g e s t  p r o b l e m  t h a t  

h a s  f a c e d  t h e  s t a t e  i n  t e r m s  o f  g e t t i n g  r i d  o f  t h i s  b a c k l o g ,  o r  a t  

l e a s t  a d d r e s s i n g  t h e  b a c k l o g ,  i s  t h e  l a c k  o f  a  l o n g - t e r m ,  s t a b l e  

s o u r c e  o f  f u n d s  s o  t h e s e  p r o j e c t s  c a n  b e  s y s t e m a t i c a l l y  t a k e n  o f f  

t h e  b o o k s  a n d  i n  s o m e  k i n d  o f  a  r e a s o n a b l e  p r i o r i t y  o r d o r .

M r .  W e i n b e r g  r e l a t e d  t h e  g r o u p s  h e  r e p r e s e n t s  a r e  c o n c e r n e d  a b o u t  

e q u i t y  i n  t h e  w a y  t h e  s t a t e  s p e n d s  f u t u r e  f u n d s  a n d  t h e i r  c o n c e r n  

i s  i n  m a n y  w a y s  b a s e d  o n  t h e  w a y  t h e  s t a t e  h a s  s p e n t  i t s  f u n d s  

r e c e n t l y  f o r  c a p i t a l  p r o j e c t s  f o r  p u b l i c  s c h o o l s .  I n  t h e  l a s t  n i n e  

y e a r s ,  t h e  s t a t e  h a s  s p e n t  $ 1 . 3  b i l l i o n  f o r  c a p i t a l  p r o j e c t s  i n  t h o  

p u b l i c  s c h o o l s ,  b u t  9 3  p e r c e n t  o f  t h a t  m o n e y  h a s  g o n e  t o  m u n i c i p a l  

d i s t r i c t s  l e a v i n g  o n l y  a b o u t  s e v e n  p e r c e n t  t h a t  h a s  g o n e  t o  R E A A ' s ,  

w h i c h  h a v e  n o  c a p a c i t y  t o  b o n d ,  n o  c a p a c i t y  t o  r a i s e  a n d  c o l l e c t  

t a x e s .

I n  c l o s i n g ,  M r .  W e i n b e r g  e n c o u r a g e d  c r e a t i n g  a  l o n g - t e r m  s t a b l e  

s o u r c e  o f  r e v e n u e  t o  d e a l  w i t h  t h e s e  p r o b l e m s  a n d  t h e n  t o  a d d r e s s  

t h e  p r o b l e m s  o n  t h e  b a s i s  o f  d e m o n s t r a t e d  n e e d  a s  o p p o s e d  t o  

g e o g r a p h y ,  c o m m u n i t y  w e a l t h ,  o r  p o l i t i c a l  p o w e r .

N u m b e r  1 2 6

L E N  M A C K L E R  , F a c i l i t i e s  D i r o c t o r  o f  t h e  F a i r b a n k s  S c h o o l  D i s t r i c t ,  

s a i d  h e  w a s  t e s t i f y i n g  a s  t h o  s t a t e w i d e  p r e s i d e n t  o f  t h o  C o u n c i l  o f  

E d u c a t i o n  a n d  F a c i l i t i e s  P l a n n e r s .  H e  r e l a t e d  a  c a l c u l a t i o n  d o n e  

f o  t h e  b o n d  r e i m b u r s e m e n t  c o m m i t t e e  t w o  y e a r s  a g o  s h o w e d  t h a t  i n  

j u s t  n e w  s t u d e n t s  c o m i n g  i n t o  t h e  s t a t e  t h e  c o n s t r u c t i o n  n e e d s  f o r  

n e w  s e a t s  a n d  n e w  c l a s s r o o m s  w a s  a r o u n d  $ 1 0 0  m i l l i o n  a y o a r .

H o w e v e r ,  t h e  m a i n t e n a n c e  a n d  r e n e w a l  n e e d s  o f  t h e  e x i s t i n g  

f a c i l i t i e s  i n  t h e  s t a t o  j u s t  k e e p s  o n  g o i n g  a n d  g o i n g .  H o  s t r e s s e d  

t h e  n e e d  t o  c o m e  u p  w i t h  a  s o l u t i o n  t o  t h i s  p r o b l e m  a n d  h i s  g r o u p  

t h i n k s  t h i s  i a  a n  e x c e l l e n t  s t a r t ,  a n  e x c e l l e n t  v e h i c l e  t h a t ' s  

b e i n g  p r o p o s e d  t o  s o l v e  t h i s  p r o b l e m  i n  t h e  s h o r t  t e r m  a n d  t h e  l o n g  

t e r m .

Number 001



f l

C H A I R M A N  M A C K I E  a s k e d  M r .  M a c k l e r  i f  h e  w a s  c o m f o r t a b l e  w i t h  t h e  

m a n n e r  i n  w h i c h  t h e  F a i r b a n k s  p r o j e c t s  w e r e  l i s t e d  i n  t h e  b i l l  i n

S E N A T E  C R A  B A S I S  -  6 -  0 3 / 0 5 / 9 7

t e r m s  o f  t h o  p r i o r i t i e s  o f  h i s  s c h o o l  d i s t r i c t .  M R .  M A C K L E R  

a c k n o w l e d g e d  h e  w a s ,  a n d  h e  a d d e d  t h e  d i s t r i c t  h a s  a  c o n s i s t e n t  

s i x - y e a r  p l a n  t h a t  t h e  b o a r d  r e v i e w s  a n d  a g r e e s  t o  e v e r y  y e a r ,  a n d  

t h e  p r o j e c t s  i n  t h e  b i l l  a r e  t h e  f i r s t  y e a r  o f  t h e i r  s i x - y e a r  p l a n .

N u m b e r  1 7 0

K E V I N  R I T C H I E  , r e p r e s e n t i n g  t h e  A l a s k a  M u n i c i p a l  L e a g u e  ( A M L )  a n d  

t h e  A l a s k a  C o n f e r e n c e  o f  M a y o r s ,  t h a n k e d  S e n a t o r  M a c k i e  f o r  h i s  

s p o n s o r s h i p  o f  S S S B  3 7 ,  w h i c h  h e  s a i d  i s  a  t o p  A M L  a n d  A l a s k a  

C o n f e r e n c e  o f  M a y o r s  p r i o r i t y .  H e  s a i d  t h i s  i s  a  c r i t i c a l  p a r t  o f  

t h e  s t a t e  b u d g e t  p r o b l e m  b e c a u s e  i f  w e  d o n ' t  f i x  w h a t  w e  c u r r e n t l y  

h a v e  a n d  e x p a n d  w h a t  w e  n e e d  t o  i t  t u r n s  i n t o  a  h e a l t h  s a f e t y  

p r o b l e m .  I n  t h e  l o n g e r  t e r m ,  t h e  c o s t  >f d e t e r i o r a t i o n  a n d  t h e  

c o s t  o f  i n f l a t i o n  t e a m  u p  t o  s i g n i f i c a n t l y  i n c r e a s e  t h e  c o s t s  t h a t  

a r e  b e i n g  d e f e r r e d  t o  t h e  f u t u r e  e a c h  y e a r .  H e  u r g e d  t h e  

c o m m i t t e e ' s  s u p p o r t  a n d  c o n s i d e r a t i o n  o f  t h e  l e g i s l a t i o n .

N u m b e r  2 1 0

L A R R Y  W I G E T  , D i r e c t o r  o f  G o v e r n m e n t  R e l a t i o n s  f o r  t h e  A n c h o r a g e  

S c h o o l  D i s t r i c t ,  v o i c e d  t h e  d i s t r i c t ' s  s u p p o r t  f o r  t h e  c o n c e p t  o f  

c r o a t i n g  t h e  E d u c a t i o n a l  F a c i l i t i e s  F i n a n c i n g  A u t h o r i t y  a n d  t h e  

E d u c a t i o n a l  F a c i l i t i e s  F u n d ,  w h i c h  h e  s a i d  i s  a  r e s p o n s i b l e ,  

i n n o v a t i v e  w a y  t o  a d d r e s s  t h e  n e e d s  o f  s c h o o l s  n o w  a n d  i n  t h e  

f u t u r e .

N u m b e r  2 3 0

S A M  T C W A R A K  , s p e a k i n g  o n  b e h a l f  o f  t h o  B o n d  R e i m b u r s e m e n t  t G r a n t  

C o m m i t t e e ,  s a i d  t h e  m a j o r  i s s u e  f a c i n g  t h e  e d u c a t i o n  f a c i l i t i e s  i s  

t h e  n e e d  t o  e s t a b l i s h  a s t a b l e  l o n g - t e r m  s o u r c e  o f  f u n d i n g  f o r  K  -  

1 2  f a c i l i t y  p r o j e c t s ,  w h i c h  i s  a n  i n t e g r a l  p a r t  o f  a  c o m p r e h e n s i v e  

p l a n  f o r  s t a t e w i d o  c a p i t a l  n e e d s .  T o  i m p l e m e n t  t h i s ,  p r o j e c t s  

s h o u l d  b e  f u n d e d  i n  t h e  p r i o r i t y  o r d e r  e s t a b l i s h e d  i n  t h e  s t a t u t o r y  

r a n k i n g  s y s t e m ,  a n d  t h e  c o m m i t t e e  a n d  t h o  D e p a r t m e n t  o f  E d u c a t i o n  

s h o u l d  c o n t i n u e  t o  d e v e l o p ,  r e v i e w  a n d  a d o p t  f a c i l i t y  r e l a t e d  

s t a n d a r d s .

N u m b e r  3 5 5

C H A I R M A N  M A C K I E  a s k e d  M r .  T o w a r a k  h i s  t h o u g h t s  o n  t h e  L e g i s l a t u r e  

i d e n t i f y i n g  s o m e  s t a n d a r d s  f o r  t h e  d i s t r i b u t i o n  o f  t h e s e  m o n i e s  a n d  

M R .  T O W A R A K  s u g g e s t e d  c h a r g i n g  t h e  E d u c a t i o n a l  F a c i l i t i e s  A u t h o r i t y  

w i t h  m a n a g i n g  t h e  d o l l a r s  s o  t h a t  i t  h a s  a  m a x i m u m  i m p a c t  o n  t h e  

l o c a l  e c o n o m y .

N u m b o r  3 3 6

S E N A T O R  M I L K E N  s a i d  h e  t h i n k s  t h e  c o n c e p t  o f  t h e  l e g i s l a t i o n  i s  

e x c i t i n g ,  b u t  t h e  t h i n g  t h a t  b o t h e r s  h i m  t h e  m o s t  a b o u t  i t  i s  t h a t  

i t ' s  a  i n i t i a l  p o l i c y  s t a t e m e n t  o n  h o w  t h e  L e g i s l a t u r e  i s  g o i n g  t o  

d e a l  w i t h  t h e  C B R ,  n o w  a t  9 3 . 4  b i l l i o n  w i t h  t h e  p o s s i b i l i t y  o f
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b e i n g  u p  t o  c l o s e  t o  $ 5  b i l l i o n  b y  t h e  e n d  o f  t h e  y e a r .  T h e r e  a r e  

n o w  t h r e e  p l a n s  o n  w h a t  t o  d o  w i t h  t h e  C B R ,  a n d  h e  s a i d  t h e  w o r s t  

t h i n g  w e  c o u l d  d o  i s  p i e c e m e a l  i t  t o  d e a t h  a n d  t o  f i n d  o u t  s o m e  

y e a r s  d o w n  t h e  p a t h  t h a t  w e  d o n ' t  h a v e  a  C B R  a n y m o r e  a n d  w e ' r e  b a c k  

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

S E N A T E  C R A  B A S I S  -  7 -  0 3 / 0 5 / 9 7

a  p o l i c y  s t a t e m e n t  t h a t  w i l l  h a v e  t o  b e  m a d e  a b o u t  w h a t  t o  d o  w i t h  

t h e  C B R .

C H A I R M A N  M A C K I E  s t a t e d  i t  w a s  h i s  i n t e n t i o n  t o  h o l d  t h e  l e g i s l a t i o n  

o v e r  t o  t h e  F r i d a y  m e e t i n g .  H e  t h e n  a d j o u r n e d  t h e  m e e t i n g  a t  3 : 1 0  

p . m .

S E N A T E  C O M M U N I T Y  £ R E G I O N A L  A F F A I R S  C O M M I T T E E  

M a r c h  7, 1 9 9 7  

1 : 3 0  p . m .

S S S B  3 7  E D U C A T I O N  F A C I L I T I E S  F I N A N C I N G  A U T H O R I T Y  

S B  1 1 1  A P P R O P :  E D U C A T I O N  F A C I L I T I E S  F U N D

C H A I R M A N  M A C K I E  b r o u g h t  S S S B  3 7  a n d  S B  1 1 1  b a c k  b e f o r e  t h e  

c o m m i t t e e .

R I C K  C R O S S  , T e p u t y  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 ,  e x p r e s s e d  

t h o  d e p a r t m e n t ' s  w i l l i n g n e s s  t o  w o r k  o n  t h e  d i f f i c u l t  p r o b l e m  o f  

p r o v i d i n g  a s t e a d y  s o u r c e  o f  f u n d i n g  f o r  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s .

M r .  C r o s s  n o t e d  t h e  o r i g i n a l  v e r s i o n  o f  t h e  l e g i s l a t i o n  u s a d  t h e  

D e p a r t m e n t  o f  E d u c a t i o n ' s  c a p i t a l  c o n s t r u c t i o n  a n d  m a j o r  

m a i n t e n a n c e  l i s t  a s  t h e  l i s t  t h a t  w o u l d  b e  f u n d e d .  H o w e v e r ,  t h e  

s p o n s o r  s u b s t i t u t e  u s e s  a  m o d i f i e d  l i s t ,  a n d  t h e  t h e  d e p a r t m e n t  

s t r o n g l y  r e c o m m e n d s  t h a t  S S S B  3 7  r e v e r t  t o  u s i n g  t h e  d e p a r t m e n t ' s  

c a p i t a l  c o n s t r u c t i o n  a n d  m a j o r  m a i n t e n a n c e  l i s t .  H e  s a i d  t h e  B o n d  

R e i m b u r s e m e n t  £ D e b t  R e v i e w  C o m m i t t e e  h a s  w o r k e d  h a r d  o v e r  t h o  l a s t  

s o v e r a l  y e a r s  t o  i m p r o v e  t h e  q u a l i t y  o f  t h a t  l i s t  a n d  t o  h a v e  i t  

b e c o m e  a l i s t  t h a t  t r u l y  r e f l e c t s  t h o  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s  t h r o u g h o u t  t h e  e n t i r o  s t a t e .  H e  a d d e d  t h a t  

t h e  p r o c e s s  i s  n o t  p e r f e c t ,  b u t  t h e  p l e d g e  i s  t h e r e  i s  t o  c o n t i n u o  

t o  i m p r o v e  i t .

M r .  C r o s s  a l s o  p o i n t e d  o u t  t h a t  t h e r e  is < s t a t u t o r y  p r o c e s s  f o r  

r a n k i n g  p r o j e c t s ,  w h i c h ,  h e  s a i d ,  i s  f a i r  t o  b o t h  u r b a n  a n d  b u s h  

A l a s k a  a n d  i t  i s  t h e  o n e  t h a t  s h o u l d  b e  u s e d  i n  d e t e r . v i n i n g  t h e  

o r d e r  o f  r a n k .

I n  c o n c l u s i o n ,  M r .  C r o s s  s a i d  t h i s  i s  p a r t  o f  a s o l u t i o n  t o  t h e  

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

e d u c a t i o n a l  n e e d s ,  w h i c h  n o t  o n l y  i n c l u d e s  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e ,  b u t  i n c l u d e s  o p e r a t i o n  e x p e n s e s  a s  w e l l .  H e  

a l s o  e x p r e s s e d  t h e  d e p a r t m e n t ' s  w i l l i n g n e s s  t o  w o r k  w i t h  t h e  

l e a d e r s h i p  i n  e n s u r i n g  t h a t  t h e r e  i s  a  s t e a d y  s o u r c e  o f  f u n d i n g  f o r  

t h e  o p e r a t i o n  o f  t h e  s t a t e ' s  s c h o o l  p r o g r a m s  t h a t  w i l l  i m p r o v e  

q u a l i t y  f o r  a l l  c h i l d r e n .
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C H A I R M A N  M A C K I E  c o m m e n t e d  t h a t  t h e  D O E  l i s t  d o e s n ' t /  i n  a  l o t  o f  

p e o p l e s '  m i n d s /  t a k e  c a r e  o f  n e e d s  t h a t  a.-e i n  t h e  u r b a n  a r e a s  a s  

w e l l  a s  t h e  r u r a l  a r e a s .  S o  h e  h a s  m a d e  t h e  d e c i s i o n  t o  l o o k  t o  

s o m e  o f  t h e  u r b a n  s c h o o l  d i s t r i c t s  a n d  t h o s e  m e m b e r s  t h a t  r e p r e s e n t  

t h o s e  a r e a s  t o  b e  m o r e  i n v o l v e d  i n  a  p l a n  t h a t ' s  g o i n g  t o  h a v e  f a i r  

d i s t r i b u t i o n  t h r o u g h o u t  t h e  s t a t e .  H e  a d d e d  t h a t ' s  t h e  o n l y  c h a n c e

S E N A T E  C R A  B A S I S  -  8 -  0 3 / 0 7 / 9 7

t h a t  a n y t h i n g  l i k e  t h i s  w o u l d  e v e n  h a v e  o f  b e i n g  a p p r o v e d .  M R .  

C R O S S  s a i d  h e  u n d e r s t a n d s  w h a t  t h e  c h a i r m a n  i s  s a y i n g ,  b u t  s o m e  o f  

t h e  p r o j e c t s  i n  t h e  b i l l  a r e  n o t  a p p r o v a b l e  u n d e r  t h e  s t a t u t e .  H e  

a l s o  s a i d  t h a t  w h e n  A l a s k a  h a s  h a d  b o o m  y e a r s ,  u r b a n  A l a s k a  h a s  

b e e n  w e l l  r e p r e s e n t e d  o n  t h e  l i s t .

N u m b e r  1 4 0

C H A I R M A N  M A C K I E  s t a t e d  t h e  i s s u e  i s  a  h u g e  p o l i c y  q u e s t i o n ,  a n d  i t  

i s  s o m e t h i n g  t h a t  i s  g o i n g  t o  b e  d e c i d e d  b y  t h e  l e a d e r s h i p  a n d  t h e  

F i n a n c e  C o m m i t t e e  i f  a n d  w h e n  a n y t h i n g  l i k e  t h i s  w o r e  t o  b e  

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

t o  t h e  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  C o m m i t t e e  w h e r e  i t  c a n  

b e  c o T s i d e r e d  a l o n g  w i t h  o t h e r  e d u c a t i o n  i s s u e s .

N u m b e r  1 5 5

S E N A T O R  D O N L E Y  s t a t e d  h e  t h i n ' 3 t h e  D e p a r t m e n t  o f  E d u c a t i o n  h a s  

b e e n  v e r y  b i a s e d  a g a i n s t  u r b a n  s c h o o l  d i s t r i c t s  a n d  t h a t  h e  

c o m p l e t e l y  d i s a g r e e s  w i t h  t h e  t e s t i m o n y  f r o m  t h e  d e p a r t m e n t .  H e  

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

p a s t  f o u r  t o  s i x  y e a r s  a n d  h a s  b e e n  i n s e n s i t i v e  t o  t h e  u r b a n  a r e a s .  

I t ' s  s o  b a d  t h a t  f o r  m a n y  y e a r s  t h e  A n c h o r a g e  S c h o o l  D i s t r i c t  

h a s n ' t  e v e n  b o t h e r e d  t o  p u t  i n  c a p i t a l  r e q u e s t s .  H o  c o n c l u d e d  t h a t  

m a y b e  t h e  f a c t  t h e  d e p a r t m e n t  h a s  l e s s  c o n t e s t e d  r e q u e s t s  i s  

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

S E N A T O R  W I L K E N  m o v e d  S S S B  3 7  a n d  S B  1 1 1  a n d  t h o  a t t a c h e d  f i s c a l  

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

S E N A T O R  F H I L L I P S  o b j e c t e d .  T h o  r o l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  

r e s u l t :  S e n a t o r s  D o n l e y ,  w i l k e n  a n d  M a c k i e  v o t o d  " Y e a "  a n d  S e n a t o r

P h i l l i p s  v o t e d  " N a y . "  T h e  C h a i r m a n  s t a t e d  S S S B  3 7  a n d  S B  1 1 1  w o u l d  

m o v e  t o  t h e  n e x t  c o m m i t t e e  o f  r e f e r r a l  w i t h  i n d i v i d u a l  

r e c o m m e n d a t i o n s .



ALASKA LEGISLATIVE MAJORITY - FIVE YEAR Bl IDGET STRATEGY as of October 2.1996 

WITH SSSB 37 REVISED (EDUCATION FACILITIES FUND)
( $ 7 3 1  M i l l io n  t o t a l  p r o j e c t s  o v e r  t h r o e  y e a r s ,  w i t h  lo c a l  m a t c h )

F.Y.im tim z EY19 W F Y 1999 F iim FY2001
Revonuos
1 / U n r e s t r i c t e d  R e v e n u e s  

1 / O t h e r  S o u r c e s / A d j u s t m e n t s  

1 / A H F C  D i v i d e n d  

1 / A I D E A  D i v i d e n d

2 . 0 4 2 . 0  

1 0 1 . 7  

7 0 . 0  

0 . 0  

n n

1 . 9 1 0 . 0

3 3 . 5

5 0 . 0

1 5 . 0  

0 0

1 . 8 4 4 . 0

3 0 . 0

7 2 . 1  

2 5 . 6

65.2

1 , 8 9 0 . 2

3 0 . 0  

7 4 . 3  

2 6 . 5

42.0

1 , 8 8 6 . 1

3 0 . 0  

7 6 . 5

2 8 . 0  

18.7

1 , 8 4 6 . 7

3 9 . 0

7 8 . 8

2 8 . 4

18.7|
I2/EFFA D i v i d e n d  [ l i n e  6b]____________________________ _
3 / P r o j e d e d  C B R F  E a r n i n g s  

1 / N e w  R e v e n u e s

£ 2 A v e n u e s  P r o j e c t e d  I n  F i v e  Y e a r  B u d g e t  S t r a t e g y )

0 . 0

Q*Q
2 , ; ; i 3 . 7

2 . 2 1 3 . 7

1 2 5 . 0

£*Q
2 . 1 3 8 . 5  

2 , 1 3 8  5

9 8 . 1

6 6 . 0

2 . 2 0 1 . 0  

2 , 2 2 1  8

_____ i___  . —

9 9 . 5

6 8 . 0

2 . 2 3 0 . 5  

2 . 2 7 4  0

1 0 6 . 6

7 0 . 0

2 . 2 1 5 . 9  

2 2 7 0  0

1 1 2 . 0

2 2 * 2

2 . 1 9 5 . 6

2 . 2 4 0 0

ExDondituroi
1 / O p e r a t i n g  

1 / D e b t  S e r v i c e  

1  / C a p i t a l

2 . 2 1 8 . 1  

1 0 9 . 4  

1 1 6 . 0  

n  n

2 . 1 9 2 . 2  

9 3 . 1  

1 0 0 . 1  

0  0

2 . 1 3 1 . 5  

9 1 . 0  

1 0 0 . 0  

( 2 3  6 )

2 , 0 8 9 . 7

8 2 . 8

1 0 0 . 0

( 2 8 . 6 )

2 . 0 6 6 . 4

6 6 . 1

1 0 0 . 0

( 2 8 . 6 )

2 . 0 5 3 . 6

4 8 . 9

1 0 0 . 0

( 2 8 . 6 ) 1
j 4 / ( L o s s )  P r o g r a m m e d  C a p i t a l  P r o j e c t s  o t  b t - t - A ___________________________ ____

1/ S p e c i a l  s / T r a n s f o r  s / F u n d  C a p i t a l i z a t i o n s  

1 / R e v i s e d  P r o g r a m s / S u p p l o m e n t a l s

Total Expenditure*
( T o t a l  O n  B u d g e t  E x p e n d i t u r e s  P r o j e c t e d  I n  F i v e  Y e a r  B u d g e t  S t r a t e g y )

1 8 . 6

43*0
2 . 5 0 5 . 1

2 . 5 0 5 . 1

1 5 . 4

1 9 2

2 . 4 2 0 . 0

2 . 4 2 0 0

1 7 . 5

2 £ L Q

2 , 3 3 1 . 4

2 , 3 6 0 0

1 7 . 5

2 0 . 0

2 . 2 8 1 . 4  

2 . 3 1 0  0

1 7 . 5

£ 2 * 2

2 . 2 4 1 . 4

2 . 2 7 0 0

1 7 . 5

2 0 . 0

2 . 2 1 1 . 4  

2 . 2 4 0  0

1/FxDcnditurp Reduction Irom  P to v lQ U iH  
1 / A s  o  %  o l  T o t a l  E x p e n d i t u r e s

(55*11
- 3 . 4 0 * / .

( 8 3 . 6 )

• 3 . 6 6 %

1 5 0 . 0 )

• 2 . 1 4 %

( 4 0 . 0 1

• 1 . 7 5 %

( 3 0 . 0 )

• 1 . 3 4 %

1/Projected F]y«i r.nn/Surplus) • from CBRE  
( P r o j e c t e d  F i s c a l  G a p  I n  1 0 / 2 / 9 6  F i v o  Y e a r  S t r a t e g y )

29L4
2 9 1 4

221*5
2 8 1  5

m  a
1 3 8  2

50*9
3 6  1

25*4
0 0

15*0
0 0

CBRF B»ainn!na Dolenoa 
t / P r o j e c t e d  E a r n i n g s  

1/ T r a n s f e r s  t o  G e n o r o l  F u n d  

5 / T r a n s l e r s  t o  E d u c a t i o n  F a c i l i t i o s  F u n d  

( / A d d i t i o n a l  S e t t l e m e n t  D e p o s i t s  

1 / N e t  o f  S w e o p  P r o v i s i o n s

1 / P r i n c i p a l  t o  F u l l  F i s c a l  G a p  [ T r a n s f e r s  ( l c  y f r o m  b u d g e t ]  

CBRF Ending Balance

2 , 1 3 5 . 4  

1 2 4 . 6  

0 . 0  

0 . 0  

5 5 1 . 5  

( 2 0  5 )  

(291.41

2*422*5

2 . 4 9 9 . 6

1 2 5 . 0  

( 1 2 5 . 0 )

( 1 . 2 0 0 . 0 )

3 5 0 . 0  

0 . 0

1 2 8 1 . 5 )

1*362*1

1 . 3 6 8 . 1

9 8 . 1

( W . 1 )

0 . 0

1 5 0 . 0

0 . 0

( 1 3 0 . 3 )

1 . 3 8 7 . 8

1 . 3 8 7 . 8  

9 9 . 5

( 9 9 . 5 )

0 . 0

1 5 0 . 0

0 . 0

( 5 0 . 9 )

1.496.9

1 , 4 8 6 . 9

1 0 6 . 6

( 1 0 6 . 6 )

0 . 0

1 0 0 . 0

0 . 0

( 2 S . 4 1

1.561.5

1 . 5 6 1 . 5

1 1 2 . 0

( 1 1 2 . 0 )

0 . 0

1 0 0 . 0

0 . 0

( 1 5 . 8 )

1*5412

fi Education Facihtioi Fund
a / B e g i n n i n g  B a l a n c e

b Tr»n»f«r From CBRF.(To) Revenues. EFFA Dividend (tine 2)
c / E w n i n g s  

d / B o n d  P r o c e e d s  

o ' O o b t  S e r v i c e

I / S c h o o l  C o n s l r u c t i o n / M a i n t e r u n c o  

Education Fee. Fund End,no Balance

0 0 0 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0

0 . 0 1 , 2 0 0 . 0 ( 6 5 . 2 ) ( 4 2 . 0 ) ( 1 6 . 7 ) ( 1 8 . 7 )

0 . 0 0 0 8 8 5 8 8 . 5 8 8 5 8 8 5

0 0 0 . 0 2 0 2 . 6 2 0 2 . 6 2 0 2 . 6 0 . 0

0 0 0 . 0 ( 2 3 . 3 ) ( 4 6 5 ) ( 6 9 8 ) ( 6 9 8 )

2 * 2 2 * 2 ( 2 0 2 . 0 ( 2 0 2 . 0 ( 2 0 2 . 0 2 * 2

0 . 0 1 . 2 0 0 . 0 1 . 2 0 0  0 1 . 2 0 0  0 1 . 2 0 0  0 1 . 2 0 0 . 0

7 / C o r . s o h d a t e d  C B R F / E d .  F o e .  F u n d  B a l a n c e s  

( 1 / C B R P  f  n d m g  B a l a n c e  p r o j e c t e d  i n  O c t o b e r  2  B u d g e t  S t r a t e g y )  

B / C u m u i a t l v e  G a i r V ( l o s s )  I n  n e t  R e v e n u e s  w i t h  E F  F u n d  

^Cumulative Capital A n s e t a  A c q u i r e d  (Conat/ucUonMelnt)
10/Total Caollal end C ith  A m tl /.CBBE
(t CBRF Endng Balance projected w October 2 Budget Strategy)

11 /Cumulative Galn/tLoss) with E F  F u n d

2 . 4 9 9  6 2 . 5 6 e . l 2 . 5 8 7 . 8 2 . 6 8 6  9 2 . 7 6 1 . 5 2 . 8 4 5 . 7

2 _ 4 M . f i
? S 7 < )B 2 4 2 L B 2  6 0 7 . 5 u r n

0 . 0 0 . 0 8.0 ( 6 9 ) ( 4 6 . 0 ) ( 8 8 . 0 )

0*2 0*0 243.7 4fiZ*4 ZJlL I ZJLLI

2*499*5 2.560.1 2*511*5 3.174.3 3*492*6 3 5Z5J5

2 4 M . f i 2J&L1 2  5 7 9  8 u r n 2 1 2 L S 2.8112

±&Q ±Q*Q +251.7 +480.5 +685.1 ♦643.1

t n m
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217 Second Street, Suito 200* Juneau. Alaska 99801 «Tel (907)586*1325, Fax (907-463-5480

A  Resolution of the Alaska Conference of Mayors and the 

Alaska Municipal League Board of Directors

A  R E S O L U T I O N  U R G I N G  T H E  G O V E R N O R  A N D  

T H E  L E G I S L A T U R E  T O  F I X  A N D  I M P R O V E  A L A S K A ’S  

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

W H E R E A S ,  it is well documented that Alaska's public facilities arc severely deteriorating and some arc 

inadequate, including state and local roads, schools, harbors, ports, university, prisons, water, 

sewer, and drainage systems, public buildings, etc.

W H E R E A S ,  the most costly mistake that Alaska can make for future generations is failing to adequately 

maintain our public facilities. Failure to lake care ofour public facilities is mortgaging Alaska's future 

by allowing required repairs to escalate in severity and cost which must be paid for at a future 

date.

W H E R E A S ,  it is not in the best interest of the people of Alaska to require local property taxpayers to 

shoulder the burden of fixing and improving Alaska's public facilities. Local taxpayers must first pay 

federal income taxes before their earnings can be used to repair public facilities, w  hilc the state 

can use public funds that arc not subject to federal income taxes.

N O W ,  T H E R E F O R E  B E  IT R E S O L V E D ,  the Governor and the Legislature arc urged to:

1. Support the implementation of the Education Facilities Financing Authority (SB 37) to meet the 

backlog of Uni vcrsity and school deferred maintenance and improvement needs;

2. Support a public facilities financing mechanism (SJR 21) to meet the backlog ofdcfcrred mainte­

nance and improvement needs for state and local roads, harbors, ports, airports, prisons, water, 

sewer, and drainage systems, public buildings; etc.

3. The existing Municipal Capital Matching Grant Program is recommended as a fair distribution 

mechanism for capital project funds to communities as it docs not require any substantial new state 

administrative costs.

Passed ar.d Approved April 1,1997, 

at the A M L / A C o M  Legislative Conference in Juneau, Alaska

C /jk/U fconVrt»»M 97 pmh

email am i£ptialjUa net



A l a s k a  E d u c a t i o n  F a c i l i t i e s  
F i n a n c i n g  P r o g r a m

S e n a t e  B i l l :  S S S B  3 7  

H o u s e  B i l l :  C S H B  2 1 6



O b j e c t i v e s

• Fund a designated State share of urban and rural school 
construction and major maintenance projects and University of Alaska 
capital projects when the projects are needed, but before they could be 
funded by appropriation under a balanced-budget plan, or by G.O. Bonds.

• Provide for resumption o f  reimbursement of net debt service for 
school bonds of organized municipalities under formal reimbursement 
agreements, and provide for continuing this funding indefinitely without 
annual appropriation and without impacting the balanced-budget plan.

• Establish an on-going mechanism, under which projects could be 
funded indefinitely in an organized manner, under strict criteria and 
legislative authorization.

• Fund necessary school construction by means other than G.O. 
bonds. G.O. bonds: a) could not be issued until after the 1998 election and 
2) would be a one-shot affair.

• Protect a portion ($1.2 billion) of the Constitutional Budget Reserve 
Account for future use.



Education Facilities Financing Structure

Constitutional Budget 

Reserve

Ro-.ippropri.Ulon

Educational Facilities 

F u n d

T
Dobl Service 

1
R e v e n u e  B o n d  

Proceeds

Direct School 

Construction Funding*

■Corpus of Fund*

■Investment Earnings----

Fund Management />y 
Permanent Fund 

Coriwration Under /IS
Investment Securities

RcimburM'mcnt Contracts

M u  ticipal School 

Construction B o n d s  

Debt Service 

R e i m b u r s e m e n t *

1
University of Alaska 

Capital Projects &  

Deferred Maintenance 

B o n d s  Debt Service 

R e i m b u r s e m e n t *

* Sjiecific projects and reimbursement Contracts must be authorized by the legislature 

before the F.d. Fac. fund can enter a funding or reimbursement contrail.



An ONGOING Solution
• Future legislatures could continue to authorize more bonds and 

reimbursement agreements within the financial capabilities of the 
education facilities fund. The authority would have bonding capacity 
equal to or exceeding the initial capitalization, without risking the original 
corpus appropriated to it.

• Under reasonable projections o f future demands on the fund, and 
prudent management, the assets o f  the corporation would continue to 
grow if investments of the fund yield more than bonds issued by the EFFA 
and by municipalities and the University subject to reimbursement 
obligations. This should occur with proper management of the authority.



Effects on Closing the 'Fiscal Gap'
• Adding the SSSB 37 /  HB 216 EFFA methodology does not significantly slow the reduction of the 
"fiscal gap." In fact, it provides a surplus in FY2001. The methodology can be readily meshed 
with the legislative majority Five Year Strategy, without causing significant changes — while 
providing $731 million in construction & major maintenance at the same time.

Annual Fiscal Gap
E1S£ LY-Z7. E X a i FY99 FYOO FY01

10/2/96 Five Year Strategy 291.4 281.5 138.2 36.1 0.0 0.0
CSHB216 Added 291.4 281.5 130.3 50.9 25.4 15.8



Effects on the Budget Reduction Plan
• Adding the SSSB 37 EFFA methodology allows the FY98 General Fund budget to be cut by more
than the Five Year Strategy, while still providing the identical services (because the Ed. Fac.
Finance Authority provides deferred maintenance and construction that would otherwise be 
funded by the General Fund Capital budget).

Annual Budget Cuts - Same Services Provided
FY97 FY98 FY99 E 1 M  EXQJ.

10/2/96 Five Year Strategy ( 85. 1)  ( 6 0 . 0 )  ( 50. 0)  ( 4 0 . 0 )  ( 30. 0)
CSHB216 Added ( 85. 1)  ( 8 8 . 6 )  (50.0)  ( 4 0 . 0 )  ( 30. 0)

FY97 FY98 FY99 FYOO FY01

0.0 •
( 10. 0)  -
(20. 0)  •

( 3 0 . 0 ) *
( 4 0 . 0 ) -

( 50. 0)  •
( 6 0 . 0 ) -

( 7 0 . 0 ) -

( 8 0 . 0 ) -

(90 0 ) J
_____

□ 10/2/96 Fivo  Yoar Strategy Q  CSH B  216 Added

A n n u a l  Percent Budget Cuts - S a m e  Services Provided

FY97 FY98 FY99 FYOO FYOt
Fivo Year Strategy - 3 . 4 0 %  - 2 . 4 8 %  - 2. 1 2 % - 1 . 7 3 %  - 1 . 3 2 %
CSHB216 Added - 3 . 4 0 %  - 3 . 6 6 %  - 2. 1 4 % - 1 . 7 5 %  - 1 . 3 4 %



S u m m a r y

SSSB  37 
C SH B  216

• Delivers Present Value
—  M e e t s  n e e d s  a s  t h e y  o c c u r

• Continues year after year
- -  N o  a n n u a l  G e n e r a l  F u n d  a p p r o p r i a t i o n s  r e q u i r e d

• No new taxes - Meets budget plan
- -  R e a d  m y  l i p s

• Protects CBR
—  P r i n c i p a l  i s  n e v e r  s p e n t ,  e a r n i n g s  r e t u r n e d  t o  C B R

• Enhances Municipal Credits
—  R e i m b u r s e m e n t  C o n t r a c t s  v  a n n u a l  a p p r o p r i a t i o n s


