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legislature and to the state bond committee. The notice must include
the anticipated annual lease payment and the anticipated principal
amount of the debt to be issued by the Alaska State Housing Authority
acting ac the Alaska State Building Authority. The board may not
enter into an agreement under this section until the state bond com-
mittee has approved the proposal for the issuance of debt under
AS 37.15.770.
* Sec. 3. AS 18.55.100(a)(15) is amended to read:

(15) acting as the Alaska State Building Authority arrange
or contract for the financing or [, DESIGN, CONSTRUCTION AND] acquisi-
tion of public buildings designed by, constructed by, or whose acgui-
sition has been approved by the Department of Transportation and
Public Facilities for lease to the state in accordance with AS 18.55.-
010 -- 18.55.290 and AS 37.15.7/0.

*Sec. 4. AS 18.55.140 is amended to read:

Sec. 18.55.140. ISSUANCE OF BONDS, NOTES, AND REFUNDING BONDS.
(a) The authority may issue bonds and notes from time to time In its
discretion for any of its corporate purposes and may 1issue refunding
bonds for the purpose of paying or retiring bonds previously issued by
it. The authority may not issue bonds for public buildings until the
str*. bond committee has approved the proposal for the issuance of
deb®, under AS 37.15.770.

(b) Bonds issued by the authority for public buildings must be
issued in the name of the Alaska State BuildinR Authority and are

subject to AS 18.55.010 -- 18.55.290.

* Sec. 5. AS 18.55.288 1is amended to read:

Sec. 18.55.288. DEFINITIONS. In AS 18.55.010 -- 18.55.290[:]
(¢D) "authority" means the Alaska State Housing Authority;
(2) "bond"™ means any bond, note, interim certificate,
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debenture, or other obligation issued by the authority or the author-
ity acting as the Alaska State Building Authority under AS 18.55.-
010 -- 18.55.290 ["PUBLIC BUILDINGS™ MEANS A PUBLICLY OWNED STRUCTURE
LEASED TO THE STATE FOR GOVERNMENTAL, PUBLIC OR EDUCATIONAL USE];

(3) "project site" means area devoted for a public housing
project”

(4) “public buildings™ means a publicly owned Istructure
leased to the state for governmental, public, or educational use.
Sec. 6. AS 22.05.025 is amended to read:

Sec. 22.05.025. COURT FACILITIES. (a) The supreme 2ourt has
authority over all matters relating to the planning, design, construc-
tion, maintenance, occupancy, leasing, and operation of all court
facilities and shall cooperate and coordinate with the Department of
Transportation and Public Facilities so that court facility construc-
tion projects are carried out in accordance with the statutes and
-egulations applicable to state public works projects.

(b) The supreme court may enter into lease-financing agreements
only with the Alaska State Housing Authority acting as the Alaska
State Building Authority. A lease-financing agreement must provide
that lease payments are subject to annual appropriation. If the
supreme court intends to enter into an agreement under this s bsec-
tion, the supreme court shall provide notice to the legislature and to
the state bond committee. The notice must 1include the anticipated
annual lease payment and the anticipated principal amount of the debt
to be issued by the Alaska State Housing Authority acting as the
Alaska State BuildinR Authority. The supreme court may not enter into
an agreement under this subsection until the state bond committee has

approved the proposal for the issuance of debt under AS 37.15.770.

(c) Inthis section, "court facility" means a state facility in
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which 75 percent or more of the net usable space is occupied by the
court system and other justice-related agencies.
Sec. 7. AS 24.23 is amended by adding a new article to read:

ARTICLE 2. LEASE AGREEMENTS.

Sec. 24.23.100. LEASE OF SPACE. The Legislative Affairs Agency
may lease necessary office space, and contract for the lease of space,
for the use of the Alaska legislature and its employees. The Legisla-
tive Affairs Agency shall adopt regulations that establish procedures
for the lease of space which are substantially comparable to the pro-
cedures under AS 37.05.280 governing the lease of space for state
agencies.

Sec. 24.23.110.The Legislative Affairs Agency may enter into
lease-financing agreements only with the Alaska State Housing Author-
ity acting as the Alaska State Building Authority. A lease-financing
agreement must provide that lease payments are subject to annual
appropriation. If the agency intends to enter into an agreement under
this subsection, the agency must provide notice to the legislature and
to the state bond committee. The notice must include the anticipated
annual lease payment and the anticipated principal amount of the debt
to be issued by the Alaska State Housing Authority acting as the
Alaska State Building Authority. The agency may not enter into an
agreement under this section until the state bond committee has ap-
proved the proposal for the issuance of debt under AS 37.15.770.

Sec. 8. AS 37.05.280 is amended to read:

Sec. 37.05.280. LEASES. (a) The department shall lease neces-
sary space, and contract for the lease of spacex for the use of the
state or an agency of the state, wherever it is necessary and feasi-
ble, subject to compliance with the requirements of AS 37.05.220 --

37.05.280. No lease or contract for a lease may provide for a period
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of occupancy greater than 40 years. An agency of the state requiring
office, warehouse” or other space shall lease the space through the
department. [NO CP1* <CT OR LEASE EXECUTED AFTER JANUARY 1, 1966,
WHICH PROVIDES FOR A PAYMENT OR PAYMENTS BY THE STATE IN EXCESS OF
$12,000 ANNUALLY IS VALID UNLESS THE USE *? THE SPACE ™™ BE PROVIDED
FOR BY SUCH CONTRACT OR LEASE HAS BEEN EXPRESSLY APPROVED BY THE
LEGISLATURE BY CONCURRENT RESOLUTION,.]

(b) The department may enter 1into lease-financinR agreements
only with the Alaska State Housing Authority acting as the Alaska
State Building Authorit- A lease-financing agreement must provide
that lease payments ar jbject to annual appropriation. If the de-
partment intends to enter into an agreement under this subsection, the
department shall provide notice to the legislature and to the state
bond committee. The notice must include the anticipated annual lease
payment and the anticipated principal amount of the debt to be issued
by the Alaska State Housing Authority acting as the Alaska State
Building Authority. The department may not enter into an agreement
under this subsection until the state bond committee has approved the
proposal for the issuance of debt under AS 37.15.770.

Sec. 9. AS 37.15.040 is amended to read:

Sec. 37.15.040. SALE OF BONDS. Before selling an issue or
series of bonds, the state bond committee shall give notice inviting
sealed bids in such manner as it may prescribe. If satisfactory bids
are received, the bonds offered for sale shall be awarded to the
highest responsible bidder or bidders. |If the state bond committee
determines that the bids received are not satisfactory as to price or

responsibility of the bidders, it may reject all bids received.

* Sec. 10. AS 37.15.110 1is amended to read:

Sec. 37.15.110. CREATION AND MEMBERSHIP OF STATE BOND COMMITTEE.
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There 1is created within the Department of Revenue a committee known as
the "state bond committee,”™ the lembers of which are the commissioner
of commerce and economic development, the commissioner of administra-
tion, and the commissioner of revenue. If a member of the committee
is absent or otherwise unable to act, the member®s designee [IN THE
DEPARTMENT] shall act as a member of the committee in the member®s
place.

Sec. 11. AS 37.15.130 is amended to read:

Sec. 37.15.130. OFFICERS, RECORDS AND PROCEEDINGS. The commis-
sioner of commerce and economic development is the ~chairman of the
state bond committee and the commissioner of revenue is the secretary.
A rajority of the members of the committee constitute a quorum. The
committee shall keep a full, complete, and permanent record of its
proceedings. All records and correspondence of the committee must
[SHALL] be kept in the office of the commissioner of revenue. For the
purpose of this chapter and AS 44.62.310, public notice of 24 hours or
more 1is adequate notice of a meeting of the ~committee at which the
issuance of bonds 1is authorized.

Sec. 12. AS 37.15.140 is amended to read:

Sec. 37.15.140. DUTIES OF STATE BOND COMMITTEE. la) The state
bond committee shall adopt the resolution and prepare the documents
necessary for the issuance, sale, and delivery of state Reneral ohli-
gation bonds.

(b) The state bond committee shall prepare an annual report to
be submitted to the governor and legislature before March 31 of each
year. The report must show (1) all outstandinR debt of debt-issuing
entities of the state; (2) the anticipated effect on the finances and
credit of the state, including the effect on lonR-term debt capacity

and creditworthiness, resulting from that debt; (3) which long-term
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debt 1is state supported and which is supported only by revenue attri-
butable to the project being financed by the debt; (4) all long-term
capital lease obligations of the state; (5) the volume of short-term
debt issued and retired during the year by debt-issuing entities of
the state; (6) specific identification of each issue for which the
state has pledged some fonn of indirect support for the debt, includ-
ing any moral obligation of the state to support the debt; (7) future
bonding and debt capacity implications of legislation enacted in the
previous legislative session; and (8) the recommended debt issuance
capacity of the state for the next two years following the year of the
report.

(c) The state bond committee may develop written policies con-
cerning debt of the state.
Sec. 13. AS 37.15.150 is amended to read:

Sec. 37.15.150. STAFF AND [COMMITTEE MAY EMPLOY] SPECIAL  SER-

VICES. The state bond committee may appoint an executive director who
may, with approval of the committee, select and employ additional
staff as necessary. Employees of the committee are in the partially
exempt service under AS 39.25.120. If the [STATE BOhn] committee

considers it necessary and advisable, it may procure architectural or
engineering, Tfiscal agent or municipal investment, legalA and other
expert or specialized services at reasonable and customary fees to
assist it in accomplishing the most advantageous sale of the bonds.
The fe : may be paid from the proceeds of the sale or advanced fronm
the contingency fund in the Office [OFFICE] of the Governor [GOVERNOR]
or otherwise.
Sec. 14. AS 37.15.450(a) 1is amended to rea-":

(a) The bonds shall be sold in such amounts or series and at

such time or times as determined by the committee. Before selling a
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series of bonds, the committee shall give notice inviting sealed bids

in such manner as it may prescribe. If satisfactory bids are re—
ceived, the bonds offered for sale must [SHALL] be awarded to the
highest responsible bidder or bidders. |If the committee determines

that the bids received are not satisfactory as to price or respon-—
sibility of the bidders, it may reject all bids received. The bonds,

or each series of them, must [SHALL] be sold at such a price so that
the effective interest rate over the life of the hnnds does not exceed
11 percent per year or that rate of interest which is 125 percent of
the rate cf the Dond Buyer Index of 20 Municipal Bond Average Yields

for the week previous to the date of sale of the bonds, whichever s
higher. Interest must [SHALL] be payable annually or semiannually.

* Sec. 15. AS 37.15 is amended by adding a new article to read:
ARTICLE 5. STATE-SUPPORTED DEBT.
Sec. 37.15.770. STATE AGENCY DEBT. (a) The state bond commit—
tee shall review proposals for the issuance of debt by or on behalf of
(1) the Alaska State Housing Authority acting as the Alaska
State Building Authority for the purpose of providing public build—
ings ; and
(2) the University of Alaska.

(b) The committee may review the general programs and financing
plans of the agency that proposes to issue the debt as well as the
specific aspects of the proposed debt issue, including

() amounts;

(2) times;

(3) maturities;

(4) debt structure and security features;
(5) credit enhancements;

(6) use of proceeds;

519 _8-



*

(7) official documents;
(8) planned rating agency presentations; and
(9) selection, retention, or compensation of financial

advisors, bond counsel, trustees, underwriters, and othev profession—

als.

(c) The state bond committee shall ~consider ?pproval of the
amount and time of sale of the debt. The committee ?hall approve he
issuance of the debt if, in its judgment, 1issuai ce of the debt in
the best interests of the state. The committee may limit approval of

the issuance of debt upon compliance with terms established by the
committee.

(d) At the time of sale of the debt, the state bond committee
shall review the bids or pricing of the debt, including discounts,
underwriting spreads, and interest rates. If the committee determines
that the bids or prices are not satisfactory or that the bidders are
not responsible, the agency may not sell the dent.

Sec. 37.15.790. MUNICIPAL SCHOOL DEBT. If, at any tinme, the
state bond committee, 1in its judgment, determines that the amount or
retirement of debt issued by municipalities and subject to vreimburse—
ment by the state under AS 14.11.100 is not in the best interests of
the state, the committee may

(1) establish an amount or amounts, for any or all years
before the maturity of all of that municipal debt, which may not be
exceeded by the Department of Education in approving requests under
AS 14.11.103; or

(2) establish, under AS 14.11.100(j)(3), a term required
for the maturities of municipal debt authorized by local voters after
March 31, 1986.

Sec. 16. AS 39.25.120(c) is amended by adding a new paragraph to
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(19) employees of the state bond committee.

* Sec. 17. This Act takes effect immediately in accordance with AS 01.-

10.070(c).-
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Original sponsors Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
C3 FOR HOUSE BILL MO. 520 (Finance)
TIT THF. LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entit7ued: "An Act relating to public school construction? and
providing for an effective date."”
BE IT ENACTED EY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.11.100(a)(5) is amended to read:
(5) subject to (h), (i), and () of this section, 30 per—
cent of
D)) payments made by the municipality during the
fiscal year for the retirement of principal and interest on
outstanding bonds, notes or other indebtedness authorised by the
qualified voters of the municipality sfter June 30, 19*3, and
before lulv 1, 1986, to pay costs of school construction, addi—
tions to schools, and major rehabilitation projects that exceed
025,000 and are approved under AS 14.07.020(11)j and
(B) cash payments made after June 30, 1933, and before
July 1, 1986, by the municipality during the fiscal year two
years earlier to pay costs of school construction, additions to
schools, and major rehabilitation projects that exceed $25,000
and are approved under AS 14.07.020(11).
* Sec. 2. AS 14.11.100(a) 1is amended by adding a new paragraph to read:
(6) subject to (h), (i), and () of this section 70 percent
of
(A payments made by the municipality during the
fiscal year for the retirement of principal end interest on
outstanding bonds, notes or other indebtedness authorised by the
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] qualified voters of the municipality after June 30, 1986, to pay
2 costs of school construction, additions to schools, and major
3 rehabilitation projects that exceed $25,01)0 and that are approved

under AS 1&.11.102; and
(B) cash payments made after Jur
1] municipality during the 1iiscal year two years earlier to pay

costs of school construction, additions to schools, and major

rehabilitation projects that exceed $25,000 and are approved

under AS 1A. 11.102,

* Sec. 3. AS 14.11.100(h) is amended to react

(h) In determining an (.AN\! allocation under (a)(4), rOR] (5), or
(6) of this section for school construction begun after Julv 1, 1982,
the, costs of school construction must [SHALL] be reduced by the amount i
of money used for the construction of residential space, hockey rinks,
planetarium”~, saunas, and other facilities for single purpose sporting
or recreational uses .iat are not suitable for other activities and by
the money used for construction that exceeds the amount needed for j

construction of a facility of ufficieht design as determined by the \

o department. The costs or school construction [AN ALLOCATION UNDER ;
X (a)(4) OR (5) OF THIS SECTION] may not be reduced by the amount of

o money used for construction of a small swimming pool, tank, or water

2 storage facility used for water sports. However, an allocation shall

22

be reduced by the difference between the amount of money used to con—

24 -
struct a swimming pool that exceeds the standards adopted by the

2 department and. the amount cf money that would have been used to con—
struct a small swimming pool, tank, or water storage facility, as
determined bv the commissioner.

* Sec. 4. AS 14.11.100(i) is amended to read:
) For the purposes of (s)(4K [AND] (5), and (6) of this
CSHB 520(Fin) -2-



section

(1) an indebtedness for bonds is incurred after the bonds
are sold;

(2) reimbursement for a cash payment may only be made after
the payment is made to a vendor; and

3) payments mav not be made for costs that are 1incurred
under a contract after the contract has been released.

Sec. 5. AS 14.11.in0(j) is amended to read;

(J) The state may not allocate money to a municipality for a
school construction project, under (a)(5) or (6) of this section unless
the municipality complies with the requirements of (1) - (4) of this
subsection and the project 1is approved under AS "M."11.102 [BY THE
COMMISSIONER before the local vote on the bond issue for the project.
In approving a project under this subsection, the commissioner shall
require

(1) >*e municipality to include on. the ballot for the bond
issue the estimated total cost of each project including estimated
annual operation and maintenance costs* and the estimated amounts that
will be paid by the. state and by the. municipality;

(2) rh«r the bonds mav not be refunded unless the present
value of the aggregate [ANNUAL] debt service on the refunding issue is
not greater than the present enilue of the aggregate [ANNUAL] debt
service remaining on the original 1issues; for purposes of this para—
graph the present value of debt service shall be determined by using
the ~ield on the refunding issue as the discount rate [ISSUE];

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

(4) the municipality to demonstrate need for the project by

-3- CSHB 520 (Fin)
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establishing that the school district has

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

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

* See. 6. AS 14. 11.100 is amended by adding a new subsection to read:

(@) An allocation under (a)(6) of this section may not be
reduced due to amounts expended by a municipality under (TO0 of this
secti cn.

* Sec. 7. AS 14.11.102 :.a amended bv adding a now subsection to read:

(b) After reviewing all projects* ror which retjrament of school
construction debt is requested, the department shall rank the projects
that have been determined eligible /.or debt retirement under AS 14.-
11.100(jJ)(4) in accordance with the procedures sat out In AS 14.11_-
C*10. All projects determined eligible, but for which no approval for
debt retirement has been made under AS 114.11. 103, shall be included in
the same ranking.

* See. C. AS 14.11 is amended by adding a new section to read:

See. 14_ 11. 103. ALLOCATIONS OF KONEY FOR SCHOOL DEBT RETIREMENT.
(@A A request for an allocation of money under AS T4.ll.ino for
school construction debt retirement shall be submitted to the depart—
ment by the school diGtrict no later than October 15 of the fiscal
year before the fiscal *fear for which the request is marie.

(b) Before a oroioct is approved for retirement of school con—
struction dobf under AS 14. 11.100(a) (6), the project must have been
determined eligible under the provisions of AS 14.11.102.

(©) The department shall approve eligible projects for debt

CSTT3 520(Fin) -4-
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retirement In the order of the priority established under AS 14.11.-
1C2, if the requests meet the requirements of AS 14.11.100, and sub- 1
lect to rhe provisions of (d) - (e) of this section,

(d) Total outstanding state obligation for reimbursement und
AS 14.11.100(a)(6)(A) may not exceed $15,000,000 in ? sinele vear.

(-a) Total outstanding state obligation to reimburse, cash pay-
ments under AS 14.11.100(a)(6)(B) may not exceed $5,000,000 in a
single year.

* Sec. 9. This Act takes effect July 1, 1986.

5 CSHPi 520 (Fin)



/ 0 (Finance) -- Sectional Analysis - Work Draft of

Section 1. Reimbursement for payments made during the year on debt authorized
between 6/30/83 and 6/30/86 will be made at the rate of 80%.

Reimbursement for cash payments made two years earlier and between 6/30/83 and
6/30/86 will be made at the rate of 80%.

Section 2, Reimbursement for payments made during the year for retirementof
principal and intereston debt authorized after 6/30/86 will be made at the rate of
70%.

Reimbursement for cash payments made two years earlier and after 6/30/86 will be
made atthe rate of 70%.

Section 3, Technical changes to existing statutory language which specifies that
residential space, hockey rinks, planetariums, saunas, etc. are not eligible for
reimbursement.

A
Section 4. Technical change referencing the new reimbursement provisions in AS
MIT.100(i) (Section 2) for projects eligible after 6/30/86.

Section 5, New language in AS H.11.100(J) (2) says bonds may be refunded provided
that the present value of the aggregate debt service on the refunding issue isnot
greater than the presentvalue of the aggregate debt service remaining on the
original issue. The presentvalue of debt service isto be determined by using the
yield on the refunding issue as the discount rate.

The Finance CS reverts to existing language which says debt service payments must
be over a period of at least 10 years.

Section 6. The effect of section 6 isthat interestearned by municipalities from
investment of bond proceeds may not be used by the department to offset the amount

of debt retirement tobe reimbursed by the state.

Section 7. Requires that the department rank all eligible projects in accordance with
the procedures in existing language in AS 14.11.010.

Section 8. Requires that requests for allocations be submitted to the department by
October 15 of the preceding fiscal year.

Total annual appropriation for reimbursement of debt service approved after 6/30/86
may not exceed $15 million.

Total annual appropriation forreimbursement of cash payments approved after
6/30/86 may notexceed $5 million.

Section 9. Effective date is7/1/86.
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LEGYATMVE AFRAIRS ACENCY

MEMORANDUM March 27, 1986
SUBJECT: Sectional analysis of CSHB 520(C&RA)
TO: Representative Peter Goll, Chair
Community & Regional Affairs Committee
FROM: Joyce James
Legislative ysel

You have .requested a sectional analysis of the above
described bill.

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill and the bill 1itself is the best
statement of 1its contents. IT you would like an interpreta—
tion of the bill as it may apply to a particular set of cir—
cumstances, please advise.

Section 1 amends AS 1A.08.151. These amendments clarify
the manner in which the state conveys title for school sites
to regional education attendance areas.

Section 2 rewords AS 14.11.010(b) to allow the Department
of Education ("department™) to request assistance from other
departments when preparing an estimate of the appropriation
needed to finance a project.

Section 3 of the bill amends AS 14.11.010(c) by adding new
criteriarelating to population trends and the condition of
facilities that the department will consider when approving
projects for appropriation.

Section 4 proposes new language that will require school
districts requesting state aid to inventory and inspect the
schools in their districts and to revise that inventory on a
yearly basis. The provisions of this section also require
that school districts provide information relating to main—
tenance and operation costs.
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Sections 5 and 6 limit the state"s reimbursement of school
debt to principal only for approved projects financed by new
municipal debt authorized by local voters after March 30,
1986. If the debt was authorized by local voters before
April 1, 1986, the state"s-reimbursement continues as
before. The state®"s 80% reimbursement of cash payments by
municipalities continues after June 30, 1986 only if the
project was approved under AS 14.11.102.

Sections 7, 8 and 9 contain a number of amendments to

AS 14.11.)00(h), (i), and (J), respectively, which are
necessary to reflect the new class of reimbursement under
the language proposed in AS 14.11.100(a)(6) in section 6 of
the bill. Section 9 has a fiscal impact. It amends

AS 14.11.100(j)(@) to allow refunding of bonds only in those
situations where there is at least a five percent saving in
debt service costs. It also amends AS. 14.11.100(j)(3) by
requiring that the principal on bonds be reimbursed in equal
annual payments over a period of 10 years or a term set by
the state bond committee-.

Section 10 amends AS 14.11 by adding a new section to clarify
that the reimbursable portion of municipal school debt is

not subject to a municipal debt limit unless a municipality
expressly makes it so.

Sections 11 and 12 amend AS 14.11.102 by adding new criteria
relating to demonstrated need for a project,, that the
department will consider when evaluating projects. Other
provisions require the department to rank the projects, and
develop an estimate of the cost of construction, using
appropriate design standards for the geographic location,

for those projects likely to receive approval for reimburse—
ment. The department may reject requests for specific rea—
sons, oOr approve requests in the amount requested, or in a
lesser amount.

Section 13 creates a new section in AS 14.11 that address

the allocation of money for school debt retirement. A cap

on reimbursement is placed upon debt authorized by local

voters after April 1, 1986. The department may only allo—
cate money for the reimbursement of principal paid on new

debt if the new yearly payments, when combined with all other
yearly reimbursement payments allocated under this class of
debt authorized after April 1, 1986, do not exceed

$10,000,000 or a lesser amount set by the state bond committee.
No more than $2,000,000 of this amount may be allocated in a
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single year, and no more than $5,000,000 may be allocated in
a five-year period. This section also places a cap of
$5,000,000 in a single year on reimbursement of cash pay—
ments for projects approved after June 30, 1986.

Section 14 amends AS 14.11 by adding a new section to clarify
that a municipality may also acquire or construct school
facilities by means other than through state reimbursed

financing. -

Section 15 amends AS 37.15 to give the state bond committee
the ability to manage state-supported school debt, by two
different mechanisms. First, it may establish a lower ceil—
ing for allocations for reimbursement of new authorizations
of school debt under AS 14.11.100(a)(6) (found in sec. 6),
depending on the state"s credit standing as well as on the
needs for school construction. Second, it may control the
term of the obligations to ensure that their maturity struc—
ture does not adversely affect the state"s credit standing.
While a 10-year term 1is allowed by the proposed provisions

of AS 14.11.100(jJ)(2) (found in sec. 9), the committee 1is
accorded the ability to set a different term when it is in
the state®s best interest.

If 1 may be of further assistance, please advise.

JJ:mkr
m4/049
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single year, and no more than $5,000,000 may be allocated in
a five-year period. This section also places a cap of
$5,000,000 in a single year on reimbursement of cash pay—
ments for projects approved after June 30, 1986.

Section 14 amends AS 14.11 by adding a new section to clarify
that a municipality may also acquire or construct school
facilities by means other than through state reimbursed
financing. |-

Section 15 amends AS 37.15 to give the state bond committee
the ability to manage state-supported school debt, by two
different mechanisms. First, it may establish a lower ceil—
ing for allocations for reimbursement of new authorizations
of school debt under AS 14.11.100(a)(6) (found in sec. 6),
depending on the state®"s credit standing as well as on the
needs for school construction. Second, it may control the
term of the obligations to ensure that their maturity struc—
ture does not adversely affect the state®"s credit standing.
While a 10-year term is allowed by the proposed provisions

of AS 14.11.100(j)(2) (found in sec. 9), the committee 1is
accorded the ability to set a different term when it is in
the state"s best interest.

If | may be of further assistance, please advise.
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* ~ M- " * o X . BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES - Juneau,alaska 99Bii
PHONE: *19071 465-3900

OFFICE OF THE COMMISSIONER

March 27, 1986

The Honorable Peter Goll
Representative

Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau, AK 99811

Dear Representative Goll:

This is to confirm the telephone discussion between you and
John Simpson of this office on March 26 regarding the House
Community and Regional Affairs®™ committee substitute for House
Bill 520 (school construction) .

The funding and position requirement by the Department of
Transportation and Public Facilities for the Community and
Regional Affairs®™ substitute for HB 520 would be =zero.

cc: Susan Fleischhauer, Legislative Liaison

John Simpson, Director, HQ, Engineering & Operations
Standards

25A-T1LH
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The Honorable Bill- Sheffield
Governor

State of Alaska

3rd Floor, Capitol

Poach A

Juneau, AK 99811

Dear Governor..Sheffield

At the outset, | want to say that the trip you took to
New ¥ork and Chicago to meet with representatives or the
investment community, including the rating agencies, under—
writers and other participants, was definitely a success.
Since those meetings, we have heard positive comments both
about the State"s presentations and the desire for many of the
representatives to maintain continuing dialogue with the chief
financial and administrative officers of the Stats.

This week, we were informed by Anthony Arthur of Standard
S Poor®"s Corporation that the rating agency 13 1in the process
of preparing a review on the rating it assigns to the 3tate of

Alaska. It is anticipated that this review will take several
weeks to complete and will be distributed 1in appropriate pub—
lications by"standard & Poor*s. It is not unusual for a rating

agency to conduct this type of review subsequent to a briefing
of the type presented by the Stats in November,

During conversations with Anthony Arthur, he requested
that certain materials prepared prior to the presentation be
updated bo that they will have more currant data on which to
base their credit review. In particular, it will be necessary
for the State to doveloD more recent information on the debt
position of State agencies and the State itself. Members of
the Department of Revenue are at present preparing that
material. Mo3t importantly in this respect, however, 1is the
subject of school debt. For the first time, we expect the
agency to include the proportionate share of local school debt
paid by the State 1in determining the State®"s overall debt load.
Apparently, the agency has not boen aware of thio school assis—
tance program until recontly, and based upon the method employed
by the agency in handling local school debt paid by other atates,
we would anticipate the applicable portion to be added to the
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overall debt” liability of Alaska. Due to the fact that the
agency will now be including such debt, we can expect Standard
& Poor®"s to ask the following question regarding this matter.
The agency will deair9 to know the policy that the State expects
to employ to control the amount of local school debt that will
be paid by the State, in fact, if you recall, at the New York
luncheon, one analyst raised the issue by asking if the State
had plana for controlling local debt issues 1in the future. In
response to this possible inquiry by Standard & Poor's, you
Bhould know that in most circumstances in which other states
pay a large portion of debt service for local school buildings,
before the local issuer is authorized to sell the school debt,
approval by the particular state education department is
required, which department also receives certain affordability
guidelines for the program by the chief financial officers of
the individual-state. Standard & Poor"s would find it helpful
to receive some specific discussion on this important point.

In conjunction with this analysis by Standard & Poor's,
it will also review the State"s proposed two-year debt manage —
ment policy. Based on recent discussions with Standard 6 Poor"s,
we do not expect a definitive response by the agency on the
policy Until later in the month wnen all relevant members of
the rating committee will be available for the review. It ia
important for the State to have a plan IZ can present to the
agency for the implementation of this policy whether the imple—
mentation is expected to be an executive proclamation, legisla—
tion, or the adoption by the Administration of particular
guidelines for the State and State agencies to follow.

There are at least two additional items which, I believe,
deserve attention at this point: The status of the recommenda—
tions of the lease/purchase options for State office buildings
and the establishment of the appropriate approach toward analyz—
ing infrastructure financing by the state, with respect to
the first matter, as was noted often during cur various visits
with the investment community, the lease/purchase approach, as
proposed by the State Office Building Task Force, 13 a cost-
effective and the preferred method of financing State office
facilities. In the past, the issuance of certificates of
participation on an ad hoc basis has net boon conducive to a
well-organized debt management program tor financing ouch
mfacilities. Because of the substantial debt management advant—
ages of utilizing the methodology presented by the Task Force,

a process for State implementation of those recommendations
would be met with a favorable response by the rating agency
during the course of its evaluation. In this respect, any
such facilities that would generally fall within thoBe requiring
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debt financing should be included immediately within ,the
restrictions of: the proposed structure in order for the Stat"3.

to indicate early and convincing adoption of the approach. V
would also be helpful to make clear to the rating agency that
the Sheffield Administration expect3 to make the implementation
of the recommendations a significant part of the State"s overall
debt management operations.

Finally, the_funding by the State of physical infrastruc—
ture requirements"has been accomplished in two wayst The use
of revenues for capital projects and the issuance of debt to
raise proceeds for capital construction requirements. It would
be helpful, from the credit analyst®"s perspective, to have a
document which sets forth annually all®"payments for infrastruc—
ture financing by the State to be accomplished during the
upcoming year,- This 1information, consolidated into one docu—
ment, would consist of three major part3. First, the document
would present the amount of current"revenues being applied to
purchase or build long-term capital facilities. 3eccnd, the
information would set forth the current, debt service bemn
paid for all capital facilities directly and indirectly by the

State (i.e., general fund expenditures for lease/purcnase
facilities, general obligation payments, and debt service pay-—
ments on local school debt). Third, the document would present

the security issues to be sold during the current year through
both general obligation bonds and related obligations (i.e.,
lease/purchase debt). Through this document, 1investors and
credit analysts could determine, in a more simplified form,

the State®"s commitment to capital financing of infrastructure
requirements. Moreover, it would allow these persons to under—
stand the overall credit of the State 1in a more comprehensive
and persuasive manner. ee

Obviously, we will keep you informed about the progress
of the review by Standard & Poor®"s on the State, If you have
any questions or require any further clarification on the
natters discussed in"this letter, please do not hesitate to
contact us. At present, | expect to be in Alaska 1in early
January and would like the opportunity to msec with you then.

Chester Johnson
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Offered: 4/1/86
Referred: Finance

Original sponsor: Rules/Governor

BY THE COMMUNITY AND
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 520 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL -~
For an Act entitled: "An Act relating to public school construction; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section I. AS 14.08.151 is amended by adding new subsections to read:

(c) The interest conveyed to the regional school board under
this section is subject to

(D limitations imposed by the state"s predecessors in
interest;

(2  the rights of municipalitiesestablished after June 30,
1986, that are authorized by AS 29 to operate schools in the com-
munity; and

(3)other terms, including possibilities of reverter and
reversions, that the department holding title imposes.

(d) If a school facility constructed by a regional educational
attendance area under authority assumed under AS 14.11.020, in which
the state retains an interest, ceases to be used for school purposes,
the department may dispose of the facility in accordance with law.

* Sec. 2. AS 14.11.010(b) 1is repealed and reenacted to read:

(b) With regard to projects request d under (a) of this section

the department shall

() with technical assistance or comments that the depart-
ment may request from other state agencies, prepare an estimate of the
appropriation needed to finance each project approved for reimburse-

ment by the department;

-1- CSHB 520(C&RA)
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(2 rank each project in the order of priority that serves
the best interests of the state;

(3) recommend to the governor appropriations for projects
to be included in the budget submitted to the legislature;

(4) provide the governor with a copy of the report of the
assembly, council, or regional school board that requested each proj-
ect approved by the department;

(5) provide to the legislature within the first 10 days of
each regular session a summary of the projects requested by each
assembly, council, or regional school board.

Sec. 3. AS 14.11.010(c) 1is amended to read:
(©) In establishing priorities among requested projects the
department shall identify and evaluate at least the followingfactors:

(1) priorities assigned by the assembly, council, or school
board to the projects requested;

(2) emergency requirements;

(3) the number of students without classroom space;

(@ new local elementary or secondary programs;

(5) existing regional, community, and school facilities and
the condition of the facilities;

(6) the economic and social stability of the municipality
or region®

@) demographic data indicating present and projected
enrollment, and population trends in the municipality or region; and

(P) after December 31, 1988, the condition of existing
school facilities in the community in comparison to all otherschools

in the state.

* Sec. 4. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.030. SCHOOL CONDITION SURVEY. (a) A school district

CSHB 520(C&RA) -2~



requesting project approval under AS 14.11.010 or 14.11.102 shall

inspect and inventory each of its schools and education related facil—
ities, under standards adopted by the department in compliance with

AS 44.62, noting their age, condition, compliance with laws and regu—
lations relating to health and safety, building codes, and annual

maintenance and operations costs. The inventory shall be submitted to

the department for review and analysis.

(b) The department may inspect and inventory the schools and
education related facilities in the state under standards established
in regulations adopted under the Administrative Procedure Act (AS 44.-
62).

(c) Each school district shall annually revise its inventory by
including new schools constructed, rehabilitations or additions to
existing schools, and major maintenance and repairs paid for with
local money, state municipal grants, appropriations under AS 14.11.020
and debt reimbursed under AS 14.11.100, Each school district shall
also annually report the amount of mo.,ey spent in the previous fiscal
year for maintenance and operations costs in a uniform manner as
required by the department. The annual revisions shall be submitted
to the department for review and analysis.

(d) After December 31, 1988, the condition of the school dis—
trict"s schools and education related facilities in comparison to all
other schools in the state must be a factor in evaluation of projects
under AS 14.11.010 and 14.11.102.

Sec. 5. AS 14.11.100(a)(5) is amended to read:
) subject to (h), (i), and (j) of this section, 80
cent of
(A payments made by the municipality during the

fiscal year for the retirement of principal and interest on
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outstanding bonds, notes or other indebtedness authorized by the
qualified voters of the municipality after June 30, 1983, and
before April 1, 1986, to pay costs of school construction, addi—
tions to schools, and major rehabilitation projects that exceed
$25,000 and are approved under AS 14.07.020(11); and
(B) cash payments made after June 30, 1983, by the
municipality during the fiscal year two years earlier to pay
costs of school construction, additions to schools, and major
rehabilitation projects that exceed $25,000 and are approved
either under AS 14.07.020(11) or, for projects approved after
June 30, 1986, under AS 14.11.102.
* Sec. 6. AS14.11.100(a) 1is amended by adding a new paragraph to read:
() subject to (h), (i), and (J) of this section payments
made by themunicipality during the fiscal year for the retirement of
principal on outstanding bonds, notes or other indebtedness authorized
by the qualified voters of the municipality after March 31, 1986, to
pay costs of school construction, additions to schools, and major
rehabilitation projects that exceed $25,000 and that are approved
under AS 14.11.102.
* Sec. 7. AS14.11.100¢h) 1is amended to read:
(h) In determining an [AN] allocation under (a)(4)A [R] (5), or
(6) of this section for school construction begun after July 1, 1982,
the costs of school construction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a facility of efficient design as determined by the

department. The costs of school construction [AN ALLOCATION UNDER (&)
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(@) or (5) OF THIS SECTION] may not be reduced by the amount of money
used for construction of a small swimming pool, tank, or water storage
facility used for water sports. However, an allocation shall be
reduced by the difference between the amount of money used to con—
struct a swimming pool that exceeds the standards adopted by the
department and the amount of money that would have been used to con—
struct a small swimming pool, tank, or water storage facility, as
determined by the commissioner.

Sec. 8. AS 14.11.100(1) 1is amended to read:

(i) For the purposes of (a)(4) [AD] (5), and (6) of this

section

(D) an indebtedness for bends is incurred after the bonds
are sold;

(2) reimbursement for a cash payment may only be made after
the payment is made to a vendor; and

(3 payments may not be made for costs that are incurred
under a contract after the contract has been released.
Sec. 9. AS 14.11.100(J) 1is amended to read:

() The state may not allocate money to a municipality for a
school construction project under (a)(5) or (6) of this section unless
the municipality complies with the requirements of (1) - (4 of this
subsection and the project is approved under AS 14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond issue for the project.
In approving a project under this subsection, the commissioner shall
require

(€)) the municipality to include on the ballot for the
issue the estimated total cost of each project including estimated
annual operation and maintenance costs and the estimated amounts that

will be paid by the state and by the municipality;

-5- CSHB 520(C&RA)
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(2) that the bonds may not be refunded unless the present
value of the annual debt service on the refunding issue is not greater
than 95 percent of the present value of the annual debt service on the
original issue;

(3) that the bonds must be repaid in approximately equal
annual principal payments [OR APPROXIMATE EQUAL DEBT SERVICE PAYMENTS]
over a period of [AT LEAST] 10 years or a different term that may be
established by the state bond committee under AS 37.15.790;

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

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

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

* Sec. 10. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.101. MUNICIPAL DEBT. The portion of municipal school
debt subject to reimbursement by the state is not subject to a munici—
pal debt limit unless the debt limit is adopted by the municipality
and expressly applies to reimbursable portions of school debt.

* Sec. 11. AS 14.11.102 is amended to read:

Sec. 14.11.102. EVALUATION OF PROJECTS. The department shall
evaluate projects for which retirement of school construction debt
under AS 14.11.100(a)(6) 1is requested by school districts in accor—
dance with the procedures set out in AS 14.11.010 and criteria set out
in AS 14.11.100(j)(4). [A REQUEST FOR AN ALLOCATION OF FUNDS UNDER
AS 14.11.100 MUST BE SUBMITTED TO THE DEPARTMENT BY THE SCHOOL DIST—
RICT NO LATER THAN OCTOBER 15 OF THE FISCAL YEAR BEFORE THE FISCAL

CSHB 520(C&RA) ~6-



YEAR FOR WHICH THE REQUEST IS MADE.]
Sec. 12. AS 14.11.102 is amended by adding new subsections to read:

(b) After reviewing all projects for which retirement of school
construction debt is requested, the department shall rank the projects
approved under this section in.the order in which each serves the best
interests of the state. All projects approved, but for which no
allocation of money has been made under AS 14.11.103, shall be 1in—
cluded in the same ranking.

(© In considering requests under this section, the department
may reject requests due to

(1) incomplete information or documentation provided by the
school district;

(2) a determination that existing facilities can adequately
serve the program requirements or that alternative projects are in the
best interests of the state;

(3) a determination that the project is inappropriate for
education construction and should be a district maintenance and opera—
tion expenditure; or

(4) a determination that the project is not 1in the Dbest
interest of the state.

(d) The department shall develop, with technical assistance that
may be provided by other state agencies, an estimate, under appropri—
ate design standards for its geographic location, of the amount needed
to construct each project under (b) of this section for which it
appears approval for reimbursement will be granted.

(e) The department may, based upon the estimate prepared, either
approve the project in the amount requested or approve the school
district’s request in a lesser amount.

Sec. 13. AS 14.11 is amended by adding a new section to read:

-7- CSHB 520(C&RA)
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Sec. 14.11.108.

ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT.
(@ A request for an allocation of money under AS 14.11.100 for

school construction debt retirement shall be submitted to the depart-

ment by the school district no later than October 15 of th

year before the fiscal year for which the request is made.

(b) Before a request for an allocation of money for
of school construction debt under AS 14.11.100(a)(6) is submitted, the

project must have been approved and ranked under the provi

AS 14.11.102.

© The department shall approve requests

e fiscal

retirement

sions of

for allocations for

debt retirement for which no previous allocation has been made in the
order of the priority established under AS 14.11.102, if the

requests

meet the requirements of AS 14.11.100, and subject to the provisions
of (d) - (P of this section.

(dMTotal outstanding state obligation to reimburse p
under AS 14.11.100(a)(6) in any single year may not exceed $10,000,000

or a lesser amount determined by the state bond committee under

AS 37.15.790.

® In any single year the department may

rojects

not authorize under

(c) of this section more than $2,000,000 in school debt reimbursement.

In any five-year period the department may not authorize under (c) of

this section more than $5,000,000 in school debt reimbursement.

® Total outstanding state obligation to reimburse cash

payments for projects approved after June 30, 1986, may not

single year exceed $5,000,000.

in any

* Sec. 14. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.131.

OTHER AID.

This chapter does not

limit the

authority of municipalities to acquire or construct schools or associ-

ated facilities by
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() cash payment not subject to reimbursement by the state

under AS 14.11.100;

(2 debt authorized by local voters and falling under a

municipal debt limit but not subject to reimbursement by the state

under AS 14.11.100;
(@ gift, bequest, grant, or deed; or

(@ acquisition of federal, state, or other surplus proper-

ty.

* Sec. 15. AS 37.15 is amended by adding a new section to read:

Sec. 37.15.790. MUNICIPAL SCHOOL DEBT. If,

at any time, the

state bond committee, iIn its judgment, determines that the amount or

retirement of debt issued by municipalities subject to reimbursement

by the state under AS 14.11.100 is not in the best
state, the committee may
() establish an amount or amounts, for

before the maturity of all of that municipal debt,

interests of the

any or all years

that may not be

exceeded by the Department of Education in approving requests for

allocations under AS 14.11.103; or
(2) establish, under AS 14.11.100(J)(3),
for the maturities of municipal debt authorized by
March 31, 1986.
* Sec. 16. This Act takes effect July 1, 1986.

a term required

localvoters after
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Offered: 3/24/86
Referred: Community & Regional
Affairs and Finance

Original sponsor: Rules/Governor

IN THE HOUSE
CS FOR HOUSE BILL NO.
IN THE LEGISLATURE OF THE
FOURTEENTH LEGISLATURE -
A BILL

BY THE HEALTH, EDUCATION AND
SOCIAL SERVICES COMMITTEE

520 (HESS)
STATE OF ALASKA
SECOND SESSION

For an Act entitled: "An Act relating to public school construction; and

providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.08.151 is amended by adding new subsections to read:

(©) The interest conveyed to the

this section is subject to

regional school board under

(D) all the limitations imposed by the state"s predecessors

in interest;

(2) the rights of municipalities established after the

effective date of this Act that are authorized by AS 29 to operate

schools in the community; and

(3) other terms, including

possibilities of reverter and

reversions, that the department holding title imposes.

(d) If a school facility constructed by a regional educational

attendance area under authority assumed under AS 14.11.020, 1in which

the state retains an interest, ceases

the department may dispose of the faci

to be used for school purposes,

lity in accordance with law.

* Sec. 2. AS 14.11.010(b) is repealed and reenacted to read:
(b) With regard to projects requested under (&) of this section

the department shall
(1) with such technical

assistance or comments as the

department may request from other state agencies, prepare an estimate

of the appropriation needed to finance each project approved by the

department;
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(2) rank each project in the order of priority that serves
the best interests of the state;

(3) recommend to the governor appropriations for projects
to be included in the budget submitted to the legislature;

(4) provide the governor with a copy of the report of the
assembly, council, or regional school board that requested each proj-
ect approved by the department;

(5) provide to the legislature within the first 10 days of
each regular session a summary of the projects requested by each
assembly, council, or regional school board.

Sec. 3. AS 14.11.010(c) is amended to read:
(©) In establishing priorities among requested projects the
department shall identify and evaluate at least the followingfactors:

(1) priorities assigned by the assembly, council, or school
board to the projects requested;

(2) emergency requirements;

(3) the number of students without classroom space;

(4 new local elementary or secondary programs;

(®5) existing regional, community, and school facilities and
the condition of the facilities;

(6) the economic and social stability of the municipality
or region®

(7) demographic data indicating present and projected
enrollment, and population trends in the municipality or region; and

(8) after December 31, 1988. the condition of existing
school facilities in the community in comparison to all otherschools

in the state.

* Sec. 4. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.030. SCHOOL CONDITION SURVEY. @ Each school

CSHB 520 (HESS) -2~
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district requesting project approval under AS 14.11.010 or 14.11.102
shall inspect and inventory each of its schools and education related
facilities, under standards adopted by the department in compliance
with AS 44.62, noting their age, condition, compliance with laws and
regulations relating to health and safety, building codes, and annual
maintenance and operations costs. The inventory shall be submitted to
the department for review and analysis.

(b) The department may inspect and 1inventory the schools and
education related facilities in the state under standards adopted
under the Administrative Procedure Act (AS 44.62).

(¢) Each school district shall annually revise its inventory by
including new schools constructed, rehabilitations or additions to
existing schools, and major maintenance and repairs paid for with
local money, state municipal grants, appropriations under AS 14.11.020
and debt reimbursed under AS 14.11.100. Each school district shall
also annually report the amount of money spent in the previous fiscal
year for maintenance and operations costs in a uniform manner as
required by the department. The annual revisions must be submitted to
the department for review and analysis.

(d) After December 31, 1988, the condition of the school dis-
trict™s schools and education related facilities in comparison to all
other schools in the state must be a factor in evaluation of projects
under AS 14.11.010 and 14.11.102.

Sec. 5. AS 14.11.100(a)(5) is amended to read:
(B) subject to (h), (i), and (i) of this section, 80 per-
cent of
(A) payments made by the municipality during the
fiscal year for the retirement of principal and interest on

outstanding bonds, notes or other indebtedness authorized by the
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* Sec.

* Sec.

qualified voters of the municipality after June 30, 1983, and
before April 1, 1986, to pay costs of school construction, addi-
tions to schools, and major rehabilitation projects that exceed
$25,000 and are approved under AS 14.07.020(11); and

(B) cash payments made after June 30, 1983, and before
July 1. 1986, by the municipality during the fiscal year two
years earlier to pay costs of school construction, additions to
schools, and major rehabilitation projects that exceed $25,000
and are approved under AS 14.07.020(11).
6. AS 14.11.100(a) is amended by adding a new paragraph to read:

(6) subject to (h), (i), and (j) of this section

(A) payments made by the municipality during the
fiscal year for the retirement of principal on outstanding bonds,
notes or other indebtedness authorized by the qualified voters of
the municipality after March 31, 1986, to pay costs of school
construction, additions to schools, and major rehabilitation
projects that exceed $25,000 and that are approved under AS 14_-
11.102; and

(B) 80 percent of cash payments made after June 30,
1986, by the municipality during the fiscal year two years earli-
er to pay costs of school construction, additions to schools, and
major rehabilitation projects that exceed $25,000 and are app-
roved under AS 14.11.102.
7. AS 14.11.100(b) 1is amended to read:

() The commissioner shall administer the program of reimburse-

ment authorized under this section and shall provide by regulation for

the filing of applications for reimbursement, the form of proof of

costs for which application for reimbursement 1is made, and other

regulations necessary to administer the program. The commissioner

CSHB 520(HESS) -4-



shall exclude from the total school construction cost of the local
district all state and federal funds included in these costs except
funds provided under this section and AS 43.50.140. In approving
applications for reimbursement, the commissioner shall
C(D)] offset against the amount of reimbursement authorized
the amount of any funds distributed to the borough or city in the
second preceding fiscal year from the school fund provided for in
AS 43.50.140" [;
(2) Repealed]
* Sec. 8. AS 14.11.100(h) 1is amended to read:
(h) In determining an [AN] allocation under (a)(4)A [OR] (5), or
(6) of this section for school construction begun after July 1, 1982,
the costs of school construction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a facility of efficient design as determined by the
department. The costs of school construction [AN ALLOCATION UNDER (a)
(4) or (5) OF THIS SECTION] may not be reduced by the amount of money
used for construction of a small swimming pool, tank, or water storage
facility used for water sports. However, an allocation shall be
reduced by the difference between the amount of money used to con-
struct a swimming pool that exceeds the standards adopted by the
department a. * the amount of money that would have been used to con-
struct a small swimming pool, tank, or water storage facility, as
determined by the commissioner.
¥ Sec. 9. AS 14.11.100(i) is amended to read:
(1) For the purposes of (a)(4)A [AND] (5), and (6) of this

-5- CSHB 520(HESS)
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shall exclude from the total school construction cost of the local
district all state and federal funds included in these costs except
funds provided under this section and AS 43.50.140. In approving
applications for reimbursement, the commissioner shall
[(D3 offset against the amount of reimbursement authorized
the amount of any funds distributed to the borough or city in the
second preceding fiscal year from the school fund provided for in
AS 43.50.140" [;
(2) Repealed]

Sec. 8. AS 14.11.100(h) is amended to read:

(h) In determining an [AN] allocation under (a)(4)Jd [OR] (5), or
(6) of this section for school construction begun after July 1, 1982,
the costs of school construction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a facility of efficient design as determined by the
department. The costs of school construction [AN ALLOCATION UNDER (&)
(@ or (5) OF THIS SECTION] may not be reduced by the amount of money
used for construction of a small swimming pool, tank, or water storage
facility used for water sports. However, an allocation shall be
reduced by the difference between the amount of money used to con-
struct a swimming pool that exceeds the standards adopted by the
department and the amount of money that would have been used to con-
struct a small swimming pool, tank, or water storage facility, as

determined by the commissioner.

* Sec. 9. AS 14.11.100(1) 1is amended to read:

(1) For the purposes of (2)(4)A [AND] (5). and (6) of this
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section

are sold;

(1) an indebtedness for bonds is incurred after the bonds

(2) reimbursement for a cash payment may only be made after

the payment is made to a vendor; and

(@ payments may not be made for costs that are incurred

under a contract after the contract has been released.

* Sec. 10.
@

AS 14.11.100(jJ) 1is amended to read:

The state may not allocate money to a municipality for a

school construction project under (a)(5) or (6) of this section unless *

the municipality complies with the requirements of (1) - (4) of this

subsection and the project is approved under AS14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond issue for the project.

In approving a project under this subsection, the commissioner shall

require

(1) the municipality to include on the ballot for the bond

issue the estimated total cost of each project including estimated

annual operation and maintenance costs and the estimated amounts that

will be paid by the state and by the municipality;

(2) that the bonds may not be refunded unless the present

value of the annual debt service on the refunding issue is not greater

than 95 percent of the present value of the annual debt service on the

original issue;

(3) that the bonds must be repaid in approximately equal

annual principal payments [OR APPROXIMATE EQUAL DEBT SERVICE PAYMENTS]
over a period of [AT LEAST] 10 years or a different term that may be
established by the state bond committee under AS 37.15.790;

(4) the municipality to demonstrate need for the project by

establishing that the school district has

CSHB 520(HESS)
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(A) projected long-term student enrollment that indi—
cates the district has inadequate facilities to meet present or
projected enrollment; or

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

* Sec. 11. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.101. MUNICIPAL DEBT. The portion of municipal school
debt subject to reimbursement by the state is not subject to a munici—
pal debt limit unless the debt limit is adopted by the municipality
and expressly applies to reimbursable portions of school debt.

Sec, 12. AS 14.11.102 is amended to read:

Sec. 14.11.102. EVALUATION OF PROJECTS. The department shall
evaluate projects for which retirement of school construction debt
under AS 14.11.100(a)(6) 1is requested by school districts 1in accor—
dance with the procedures set out in AS 14.11.010 and criteria set out
in AS 14.11.100(j)(4). [A REQUEST FOR AN ALLOCATION OF FUNDS UNDER
AS 14.11.100 MUST BE SUBMITTED TO THE DEPARTMENT BY THE SCHOOL
DISTRICT NO LATER THAN OCTOBER 15 OF THE FISCAL YEAR BEFORE THE FISCAL
YEAR FOR WHICH THE REQUEST 1S MADE.]

Sec. 13. AS 14.11.102 is amended by adding new subsections to read:

(b) After reviewing all projects for which retirement of school
construction debt is requested, the department shall rank the projects
approved under this section in the order in which each serves the best
interests of the state. All projects approved, but for which no
allocation of money has been made under AS 14.11.103, shall be in—
cluded in the same ranking.

(©) In considering requests under this section, the department

may reject requests due to

-7- CSHB 520(HESS)
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(D incomplete information or documentation provided by the
school district;

(2 a determination that existing facilities can adequately
serve the program requirements or that alternative projects are in the
best interests of the state;

(@ a determinationthat the project is 1nappropriate for
education construction and should be a district maintenance and opera-
tion expenditure; or

(4) a determinationthat the project is not 1in the best
interest of the state.

(d) The department shall develop, with technical assistance that
may be provided by other state agencies, an estimate, under appropri-
ate design standards for its geographic location, of the amount needed
to construct each project under (b) of this section for which it
appears approval for reimbursement will be granted.

(e) The department may, based upon the es.timate prepared, either
approve the project in the amount requested or approve the school
district®"s request in a lesser amount.

* Sec. 14. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.103. ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT.
G? A request for an allocation of money under AS 14.11.100 for
school construction debt retirement shall be submitted to the depart-
ment by the school district no later than October 15 of the fiscal
year before the fiscal year for which the request is made.

(b) Before a request for an allocation of money for retirement
of school construction debt under AS 14.11.100(a)(6) is submitteo, the
project must have been approved and ranked under the provisions of
AS 14.11.102.

(c) The department shall approve requests for allocations for

CSHB 520(HESS) 8-



debt retirement for which no previous allocation has been made in the
order of the priority established under AS 14.11.102,

() if state allocations under AS 14.11.100(a)(6), when
combined with all existing state allocations under AS 14.11.100(a)(6),
(A result in total state allocations for retirement of principal that
do not exceed $10,000,000, or a lesser amount determined by the state
bond committee under AS 37.15.790, or (B) result in total state allo-
cations for cash payments that do not exceed $5,000,000, in any year
before the retirement of all debt entitled to an allocation under
AS 14.11.100(a)(6); and

(2 if the requests meet the requirements of AS 14.11.100.

* Sec. 15. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.131.  OTHER AID. This chapter does not limit the
authority of municipalities to acquireor construct schools or associ-
ated facilities by

(1) cash payment not subject to reimbursement by the state
under AS 14.11.100;

(2) debt authorized by local voters and falling under a
municipal debt limitbut not subject to reimbursement by the state
under AS 14.11.100;

(3) lease-purchase duly authorized, when the lease-purchase
contract is with the Alaska State Housing Authority acting as the
Alaska State Building Authority;

(4 qgift, bequest, grant, or deed; or

() acquisition of federal, state, or other surplus proper-
ty.

* Sec. 16. AS 37.15 is amended by adding a new section to read:

Sec. 37.15.790.  MUNICIPAL SCHOOL DEBT. If, at any time, the

state bond committee, in its judgment, determines that the amount or

-9- CSHB 520(HESS)



1 retirement of debt issued by municipalities subject to reimbursement
2 by the state under AS 14.11.100 is not in the best interests of the
3 state, the committee may

4 (1) establish an amount or amounts, for any or all years
5 before the maturity of all of that municipal debt, that may not be
6 exceeded by the Department of Education 1in approving requests for
7 allocations under AS 14.11.103; or

8 (2) establish, under AS 14.11.100(j)(3), a term required
9 for the maturities of municipal debt authorised by local voters after
10 March 31, 1986.

11 * Sec. 17. The Department of Education and the Department of Transpor-

12 tation and Public Facilities shall study and evaluate school construction
13 requirements based upon projected enrollments and facility needs and recom-
14  mend to the legislature by January 25, 1988, a plan of school construction
15 tomeet the enrollment demands and its estimated costs through the year
16 2001.

17 * Sec. 18. This Act takes effect July 1, 1986.
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Introduced: 1/27/86 i
Referred: Health, Education &
Social Services, Community &
Regional Affairs and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 520
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to public school construc}ion; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 3
* Section 1. AS 14.08.151 is amended by adding new subsections to read:

(©) The interest conveyed to the regional school board under
this section is subject to (1) all the [limitations imposed by the
state’s predecessors in interest; (2) the rights of municipalities
established after the effective date of this Act that are authorized
by AS 29 to operate schools in the community; and (3) other trems,
including possibilities of reverter and reversions, that the depart-
ment holding title imposes.

(d) If a school facility constructed by a regional educational
attendance area under authority assumed under AS 14.11.020, 1in which
the state retains an interest, ceases to be used for school purposes,
the department shall dispose of the facility in accordance with law.

* Sec. 2. AS 14.11.010(b) is amended to read:

() With regard to projects requested under (a) of this section

the department shall

(D) rank each project in the order of priority that serves
the best interests of the state;

(2) request [PREPARE] an estimate from the Department of
Transportation and Public Facilities of the amount of money needed to
finance each project approved by the department and recommend to the

governor appropriations, based upon the estimates prepared under
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AS 35.15.210, for projects to be included in the budget submitted to
the legislature;

(3 provide the governor with a copy of the report of the
assembly, council, or regional school board that requested each proj-
ect approved by the department;

(4 provi "e to the legislature within the first 10 days of
each regular session a summary of the projects requested by each
assembly, council, <. regional school board.

* Sec. 3. AS 14.11.010(c) 1is amended to read:
(© In establishing priorities among requested projects the
department shall evaluate at least the following factors:

(1) priorities assigned by the assembly, council, or school
board to the projects requested;

(2) emergency requirements;

(3 the number of students without classroom space;

(4) new local elementary or secondary programs;

(5) existing regional, community, and school facilities and
the condition of the facilities;

(6) the economic and social stability of the municipality
or region®

(7) demographic data indicating present and projected
enrollment, and population trends in the municipality or region; and

(8 after December 31, 1988, the condition of existing
school facilities in the community in comparison to all other schools
in the state.

* Sec. 4. AS 14.11 is amended by adding a new section to read:
Sec. 14.11.030. SCHOOL CONDITION SURVEY. @ Each school
district requesting project approval under AS 14.11.010 or AS 14.11.-

102 shall inspect and inventory each of 1its schools and education
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related facilities, under standards adopted by the department in
compliance with AS 44.62, noting their age condition, compliance with
laws and regulations relating to health and safety, building codes,
and annual maintenance and operations costs. The inventory shall be
submitted to the department for review and analysis.

(b) The department may inspect and inventory the schools and
education related facilities in the state under standards adopted
under the Administrative Procedure Act (AS 44.62).

(©) Each school district shall annually revise its inventory by
including new schools constructed, rehabilitations or additions to
existing schools, and major maintenance and repairs paid for with
local money, state municipal grants, appropriations under AS 14.11.020
and rJdot reimbursed under AS 14.11.100. Each school district shall
also annually report the amount of money spent in the previous fiscal
year for maintenance and operations costs. The annual revisions must
be submitted to the department for review and analysis.

(d) After December 31, 1908, the condition of the school dis-
trict"s schools and education related facilities in comparison to all
other schools in the state must be a factor in evaluation of projects
under AS 14.11.010 and 14.11.102.

* Sec. 5. AS 14.11.100(a)(5) 1is amended to read:

(5) suDject to (h), (i), and (j) of this section, 80 per-

cent of
(A) payments made by the municipality during the
fiscal year for the retirement of principal and interest on
outstanding bonds, notes or other indebtedness authorized by the
qualified voters of the municipality after June 30, 1983, and
before April 1, 1986, to pay costs of school construction, addi-

tions to schools, and major rehabilitation projects that exceed
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$25,000 and are approved under AS 14,07.020(11); and

(B) cash payments made after June 30, 1983, and before
July 1, 1986, by the municipality during the fiscal year two
years earlier to pay costs of school construction, additions to
schools, and major rehabilitation projects that exceed $25,000
and are approved under AS 14.07.020(11).

* Sec. 6. AS 14.11.100(a) 1is amended by adding a new paragraph to read:

(6) subject to (h), (i), and (j) of this section, payments
made by a municipality during the fiscal year two years earlier for
the retirement of principal on outstanding bonds, notes, or other
indebtedness, authorized after March 31, 1986, to pay costs of school
construction, additions to schools, and major rehabilitation projects
that exceed $25,000 and that are approved under AS 14.11.102.

Sec. 7. AS 14.11.100(b) 1is amended to read:

() The commissioner shall administer the program of reimburse-
ment authorized under this section and shall provide by regulation for
the filing of applications for reimbursement, the form of proof of
costs for which application for reimbursement 1is made, and other
regulations necessary to administer the program. The commissioner
shall exclude from the total school construction cost of the local
district all state and federal funds included in these costs except
funds provided under this section and AS 43.50.140. In approving
applications for reimbursement, the commissioner shall offset against
the amount of the reimbursement authorized

(1) [OFFSET AGAINST THE AMOUNT OF REIMBURSEMENT AUTHORIZED]
the amount of any funds distributed to the borough or city in the
second preceding fiscal year from the school fund provided for in
AS 43.50.140; and

(2 [Repealed, sec. 10, ch. 92, SLA 1982.]

HB 520 -4-
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considered arbitrage, on the

(3) an amount equal to the interest earned, which 1is not

investment of the proceeds of bonds

issued for a school construction project.
AS 14.11.100(h) 1is amended to read:

In determining an [AN] allocation under (2)(4)™ [OR] (5), or
(6) of this section for school construction begun after July 1, 1982,

* Sec. 8.

™

the costs of school construction must [SHALL] be reduced by the amount

of money used for the construction of residential space, hockey rinks,

planetariums, saunas, and other facilities for single purpose sporting

or recreational uses that are not suitable for other activities and by

the money used for construction that exceeds the amount needed for

construction of a facility of efficient design as determined by the

Department of Transportation and Public Facilities [DEPARTMENT] under

AS 33.15.220.

The costs of school construction [AN ALLOCATION UNDER

(@)(@4) OR (5) OF THIS SECTION] may not be reduced by the amount of

money used for construction of a small swimming pool, tank, or water

storage facility used for water sports. However, an allocation shall

be reduced by the difference between

the amount of money used to

construct a swimming pool that exceeds the standards adopted by the

Department of Transportation and Public Facilities under AS 35.15.230
[DEPARTMENT] and the amount of money that would have been wused to
construct a small swimming pool, tank, or water storage facility, as

determined by the commissioner.
* Sec. 9. AS 14.11.100(1) 1is amended to read:
(1) For the purposes of (a)(4)A [AND] (5), and (6) of this

section

are sold;

(D an indebtedness for bonds is incurred after the bonds

(2 reimbursement for a cash payment may only be made after

-5-
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the payment is made to a vendor; and
(3) payments may not be made for costs that are incurred

under a contract after the contract has been released.

* Sec. 10. AS 14.11.100(3) 1is amended to read:

() The state may not allocate money to a municipality for a
school construction project under (a)(5) or (6) of this section unless
the municipality complies with the requirements of (1) - (4 of this
subsection and the project is approved under AS 14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond 1issue for the project[
In approving a project under this subsection, the commissioner shall
require

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

(2) that the bonds may not be refunded unless the present
value of the annual debt service on the refunding issue is not greater
than 95 percent of the present value of the annual debt service on the
original issue;

(3 that the bonds must be repaid in approximately equal
annual principal payments [OR APPROXIMATE EQUAL DEBT SERVICE PAYMENTS]
over a period of [AT LEAST] 10 years or a different term that may be
established by the state bond committee under AS 37.15.790;

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

I (A projected long-term student enrollment that indi—I

cates the district has inadequate facilities to meet present or

projected enrollment; or
(B) facilities that require repair or replacement in

HR 320 -6-



order to meet health and safety laws or regulations or building

codes.
Sec. 11. AS 14.11.102 is amended to read:
Sec. 14.11.102. EVALUATION OF PROJECTS. The department

shall evaluate projects for which retirement of school construction
debt under AS 14.11.100(a)(6) is requested byschool districts in
accordance with the procedures and criteria set out in AS 14.11.010.
[A REQUEST FOR AN ALLOCATION OF FUNDS UNDER AS 14.11.100 MUST BE
SUBMITTED TO THE DEPARTMENT BY THE SCHOOL DISTRICT NO LATER THAN
OCTOBER 15 OF THE FISCAL YEAR BEFORE THE FISCAL YEAR FOR WHICH THE
REQUEST IS MADE.]

() The department shall request fromthe Department of Trans—
portation and Public Facilities an estimateof the amount needed to
construct each project for which retirement of school construction
debt is requested by a school district under appropriate design stan—
dards for its geographic location.

(c) After reviewing all projects for which retirement of school
construction debt is requested, the department shall rank the projects
approved under this section in the order that which each serves the
best interests of the state. All projects approved, but for which no
allocation of money has been made under AS 14.11.103, must be included
in the same ranking.

(d) In considering requests under this section, the department
may reject requests due to

(1) incomplete information or documentation provided by the
school district;

(2) a determination that existing facilities can adequately
serve the program requirements or that alternative projects are in the

best interests of the state;

_7- HB 520
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(3) a determination that the project is inappropriate for
education construction and should be a district maintenance and opera—
tion expenditure; or

(€)) a determination that the project is not in
interest of the state.

(e) The department may, based upon the estimate prepared by the
Department of Transportation and Public Facilities under AS 35.15.220,
either approve the project in the amount requested or approve the
school district’s request in a lesser amount.

Sec. 12. AS 14.11 is amended by adding a new section to read:

I Sec. 14.11.103. ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT,
(@ A request for an allocation of money under AS 14.11.100 for
school construction debt retirement must be submitted to the
department by the school district no later than October 15 of the
fiscal year before the fiscal year for which the request is made.

(b) Before a request for an allocation of money for retirement
of school construction debt under AS 14.11.100(a)(6) is submitted, the
project must have been approved and ranked under the provisions of
AS 14.11.102.

() The department shall approve requests for allocations for
debt retirement, for which no previous allocation has been made, in
the order of the priority established under AS 14.11.102,

(1) if state allocations under AS 14.11.100(a)(6), when
combined with all existing state allocations under AS 14.11.100(a)(6),
result in total state allocations for retirement of principal which do
not exceed (A) $10,000,000, or (B) an amount determined by the state
bond committee under AS 37.15.790, in any year before the retirement
of all debt entitled to an allocation under AS 14.11.100(a)(6); and

(2 which meet the requirements of AS 14.11.100.

HB 520 -8-
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* Sec. 13. AS 14.11.135(3) is amended to read:

(3 ‘costs of school construction” means the cost of
acquiring, constructing, enlarging, repairing, remodeling, equipping
or furnishing of public elementary and secondary school buildings and
includes the sum total of all costs of financing and carrying out the
project; these include, but are not [limited to, the costs of all
necessary studies, surveys, plans and specifications, architectural,
engineering or other special services, acquisition of real property,
site preparation and development, purchase, construction, reconstruc-
tion and improvement of real property and the acquisition of machinery
and equipment as may be necessary in connection with the project; an
allocable portion of the administrative and operating expenses of the
grantee; the cost of financing the project, including interest on
bonds issued to finance the project; and the cost of other items,
including any indemnity and surety bonds and premiums on in<urance,
legal fees, fees and expenses of trustees, depositaries, financial
advisors, and paying agents for the bonds issued as the issuer consid-
ers necessary; however, for the purposes of AS 14.11.100(a)(6), "costs
of school construction” does not include the costs of financing the
project, such as interest on bonds, reserve funds for bonds, or fees
and expenses of trustees, depositaries, Tfinancial advisors, bond
counsel, and paying agents for bonds issued to finance the project;

Sec. 14. AS 35.15 is amended by adding new sections to read:
ARTICLE 2. PUBLIC SCHOOL CONSTRUCTION.

Sec. 35.15.210. COST ESTIMATES OF SCHOOL CONSTRUCTION PROJECTS
FINANCED BY APPROPRIATION. (@) The department shall prepare an
estimate of the amount of money needed to construct each school con-
struction project, under appropriate design standards for its geo-

graphic location, for which an appropriation has been requested under
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AS 14.11.010.

() The department shall consider the following when making
project tstimates under this section:

(D) existing plant maintenance and operation costs;

(2 a technical evaluation of the prsposed project;

(3) educational program requirements established by the
Department of Education under AS 14.07.020 and adopted in compliance
with the Administrative Procedure Act (AS 44.62);

(4) preliminary cost estimates provided by the school
district under AS 14,11.010; and

() alternative means, 1if any, to provide an adequate
facility to correct any deficiencies which arise under health or
safety laws or regulations, and under building codes.

Sec. 35.15.220. COST ESTIMATES OF SCHOOL CONSTRUCTION PROJECTS
FINANCED WITH MUNICIPAL DEBT. (a) The department shall prepare an
estimate of the amount of money needed to construct each school con-
struction project submitted to it for vreview and analysis by the
Department of Education for which a municipality may seek reimburse-
ment under AS 14.11.100.

() The amount requested for project approval for school con-
struction debt must be reduced by the amount of money used for the
construction of residential space, hockey rinks, planetariums, saunas,
and other facilities for single purpose sporting or recreational uses
that are not suitable for other activities and by the money used for
construction that exceeds the amount needed for construction of a
facility of efficient design as determined by the department. A
project approval under this section may not be reduced by the mount
of money used for construction of a small swimming pool, tank, or

water storage facility used for water sports. However, a project

HB 520 -10-
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approval must be reduced by the difference between the amount of money
used to construct a swimming pool that exceeds the standards adopted
by the department and the amount of money that would have beenused to
construct a small swimming pool, tank, or water storage facility, as
determined by the commissioner.

() The department shall also consider, when estimating con-
struction costs,

() educational program requirements established by the
Department of Education under AS 14.07.020 and adopted in compliance
with AS 44.62;

(2) preliminary cost estimates submitted by the school
district;

(3) construction costs for the proposed project under
appropriate design standards for its geographic location;

(4) maintenance and operation costs arising from the phys-
ical operation of the facility; and

(5) alternative means, 1if any, to provide an adequate
facility to correct any deficiencies that arise under health safety
lavs or regulations, and under building codes.

Sec. 35.15.230. DESIGN STANDARDS. (@) The department shall
develop design standards for school construction projects for each
geographic region of the state which must be applied to cost estimates
prepared under AS 35.15.210 and 35.15.220.

() The standards developed under this section must incorporate
common design features, consistent with educational program standards
established by the Department of Education, to achieve

(1) reduced design and construction costs;

(2) reduced maintenance and operation costs;

(3) energy efficiency;

1= HB 520
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(@ compliance with safety and health laws and regulations;

() compliance with building codes; and

(6) maximum use of the facility in support of the education
program.

*Sec. 15. AS 37.15 is amended by adding a new section to read:

Sec. 37.15.790. MUNICIPAL SCHOOL DEBT. If, at any time, the
state bond committee, in its judgment, determines that the amount or
retirement of debt issued by municipalities subject to reimbursement
by the state under AS 14.11.100 is not in the best interests of the
state, the committee may

(1) establish an amount or amounts, for any or all years
before the maturity of all of that municipal debt, which may not be
exceeded by the Department of Education 1in approving requests for
allocations under AS 14.11.103; or

(2) establish, under AS 14.11.100(J)(3), a term required
for the maturities of municipal debt authorized by localvoters after

March 31, 1986.

*Sec. 16. AS 14.11.100(k) 1is repealed.

*Sec. 17. The Department of Education and the Department of Transpor-
tation and Public Facilities shall study and evaluate school construction
requirements based upon projected enrollments and facility needs and recom-
mend to the legislature by January 25, 1988, a plan of school construction
to meet the enrollment demands and its estimated costs through the year
2001.

*  Sec. 18. This Act takes effect July 1, 1986.

HB 520 -12-
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Version #1

Original sponsor: Rules/Governor

IN THE HOUSE
SENATE CS FOR CS FOR HOUSE BILL NO. 520 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to public school construction; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 1A.11.100(a)(5) is amended to read:
(5) subject to (h) , (i), and (j) of this section, 80 per—
cent of
A payments made by the municipality during the
fiscal year for the retirement of principal and interest on
outstanding bonds, notes or other indebtedness authorized by the
qualified voters of the municipality after June 30, 1983, and
before July 1, 1986, to pay costs of school construction, addi—
tions to schools, and major rehabilitation projects that exceed
$25,000 and are approved under AS 14.07.020(11); and
(B) cash payments made after June 30, 1983, and before
July 1, 1986, by the municipality during the fiscal year two
years earlier to pay costs of school construction, additions to
schools, and major rehabilitation projects that exceed $25,000
and are approved under AS 14.07.020(11).
* Sec. 2.AS 14.11.100(a) 1is amended by adding a new paragraph to read:
(6) subject to (h), (i), and (j) of this section 75 percent
of
A payments made by the municipality during the
fiscal year for the retirement of principal and 1interest on
outstanding bonds, notes, or other indebtedness authorized by the

-1- SCS CSHB 520( )
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qualified voters of the municipality after June 30, 1986, to pay
costs of school <construction, additions to schools, and major
rehabilitation projects that exceed $25,000 and that are approved
under AS 1A.11.102; and

(B) cash payments made after June 30, 1986, by the
municipality during the fiscal year two years earlier to pay
costs of school construction, additions to schools, and major
rehabilitation projects that exceed $25,000 and are approved

under AS 1A .11.102.

* Sec. 3. AS 1A.11.100(h) 1is amended to read:

(h) In determining an [AN] allocation under (a)(A)] [OR] (5) , or
(6) of this section for school construction begun after July 1, 1982,
the costs of school construction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a Tfacility of efficient design as determined by the
department. The costs of school construction [AN ALLOCATION UNDER
(@) (A) OR (5 OF THIS SECTION] may notbe reduced by the amount of
money used Tfor construction of a small swimming pool, tank, or water
storage facility used for water sports. However, an allocation shall
be reduced by the difference between the amount of money used to con-—
struct a swimming pool that exceeds the standards adopted by the
department and the amount of money that would have been used to con-—
struct a small swimming pool, tank, or waterstorage facility, as

determined by the commissioner.

* Sec. A. AS 1A.11.100(i) 1is amended to read:

(1) For the purposes of (a)(A)j_ [AND] (5) ,and (6) of this

SCS CSHB 520( ) -2-
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section

¢D) an indebtedness for bonds 1is 1incurred after the bonds
are sold;

(2) reimbursement for a cash payment may only be made after
the payment is made to a vendor; and

3) payments may not be made for coststhat are incurred
under a contiact after the contract has been released.

Sec. 5. AS 14.11. 100() is amended to read:

a) The state may not allocate money to a municipality for a
school construction project under (a)(5) or (6) of this section unless
the municipality complies with the requirements of (1) - (4) of this
subsection and the project is approved under AS 14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond issue for the project.
In approving a project under this subsection, the commissioner shall
require

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

(2) that the bonds may not be refunded unless the present
value of the aggregate [ANNUAL] debt service on the refunding issue 1is
not greater than the present value of the aggregate [ANNUAL] debt
service remaining on the original 1issues; for purposes of this para-—
graph the present value of debt service shall be determined by using
the yield on the refunding issue as the discount rate [ISSUE];

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

(4) the municipality to demonstrate need for the project by

-3- SCS CSHB 520( )
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*

establishing that the school district has
(A projected long-term student enrollment that indi—
cates the district has inadequate facilities to meet present or
projected enrollment within reasonably drawn attendance areas; or
(B) facilities that require repair or replacement 1in
order to meet health and safety laws or regulations or building
codes.
Sec. 6. AS 14.11.100 1is amended by adding a new subsection to read:
D) An allocation under (a)(6) of this section may not be
duced due to amounts expended by a municipality under (k) of this
section.
Sec. 7. AS 14.11.102 is amended by adding a new subsection to read:
(b) After reviewing all projects for which retirement of school
construction debt is requested, the department shall rank the projects
that have been determined eligible for debt retirement under AS 14.-
11 .100(jJ)(4) in accordance with the procedures set out 1in AS 14.11.-
010. All projects determined eligible, but for which no approval for
debt retirement has been made under AS 14.11.103, shall be included in
the same ranking.
Sec. 8. AS 14.11 is amended by adding a new section to read:
Sec. 14.11.103. ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT,
(a) A request for an allocation of money under AS 14.11.100 for
school construction debt retirement shall be submitted to the depart—
ment by the school district no later than October 15 of the fiscal
year before the fiscal year for which the request is made.
(b) Before a project 1is approved for retirement of school con—
struction debt under AS 14.11.100(a)(6), the project must have been
determined eligible under the provisions of AS 14.11.102.

(c) The department shall approve eligible projects for debt

SCS CSHB 520( ) -A-
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*

retirement in the order of the priority established under AS 14.11.-
102, 1if the requests meet the requirements of AS 14.11.100, and sub—
ject to the provisions of (d) - (e) of this section.

(d) Total outstanding state obligation for reimbursement under
AS 14.11.100(a)(6)(A) may not exceed $25,000,000 in a single year.

(e) Total outstanding state obligation to reimburse cash pay—
ments wunder AS 14.11.100(a)(6)(B) may not exceed $5,000,000 1in a
single year.

Sec. 9. This Act takes effect July 1, 1986.
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CSHB 520 (FINANCE)
SECTIONAL ANALYSIS

SECTION 1. Reimbursement for payments for principal, interest
and financing cost payments made during the year on debt
authorized between 6/30/83 and 6/30/86 will be made at the rate
of 80%.

Reimbursement for cash payments made two years earlier and
between 6/30/83 and 6/30/86 will be made at the rate of 80%.

SECTION 2. Reimbursement for principal, interest and financing
cost payments made during the year for retirement of principal
and interest on debt authorized after 6/30/86 will be made at
the rate of 70%.

SECTION 3. Technical changes to existing statutory language
which specifies that residential space, hockey rinks,
planetariums, saunas, etc. are not eligible for reimbursement.

SECTION 4. Technical change referencing the new reimbursement
provisions in AS 14.11.100(i)(Section 2) for projects eligible
after 6/30/86.

SECTION 5. New language in AS 14.11.100(j)(2) says bonds may be
refunded provided that the present value of the aggregate debt
service on the refunding issue is not greater than the present
value of the aggregate debt service remaining on the original
issue. The present value of debt service is to be determined by
using the yield on the refunding issue as the discount rate.
Additional new language adds a provision which would permit
municipalities to refund bonds, extend payment schedule and
reduce annual payments in the event state reimbursement under
this chapter is prorated less than 85 percent of eligibility.

SECTION 6. The effect of section 6 is that interest earned by
municipalities from investment of bond proceeds may not be used
by the department to offset the amount of debt retirement to be
reimbursed by the state.

SECTION 7. Requires that the department rank all eligible
projects in accordance with the procedures 1in existing lan ,uage
in AS 14.11.010.

SECTION 8. Requires that requests for allocations be submitted
to the department by October 15 of the preceding fiscal year.

Total annual appropriation for reimbursement of debt service
approved after 6/30/86 may not exceed $15 million.

Total annual appropriation for reimbursement of cash payments
approved after 6/30/86 may not exceed $5 million.

SECTION 9. Effective date is 7/1/86.
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Original sponsor: Rules/Governor
IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 520 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to public school construction; and

providing for an effective date."

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

* Section 1. AS 14.11.100(a)(5) 1is amended to read:

(5) subject to (h), (i), and () of this section, 80 per—

cent of

* Sec.

of

(A) payments made by the municipality during the
fiscal year for the retirement of principal”™ [AND] 1interest and
other annual financing costs on outstanding bonds, notes or other
indebtedness authorized by the qualified voters of the municipal —
ity after June 30, 1983, and before July 1, 1986, to pay costs of
school construction, additions to schools, and major rehabilita—
tion projects that exceed $25,000 and are approved under AS 14.07.-
020(11); and

(B) cash payments unrelated to payments under (A) made
after June 30, 1983, and before July 1, 1986, by the municipality
during the fiscal year two years earlier to pay costs of school
construction, additions to schools, and major rehabilitation
projects that exceed $25,000 and are approved under AS 14.07.-
020(11).

2. AS 14.11.100(a) is amended by adding a new paragraph to read:

(6) subject to (h), (i), and (j) of this section 70 percent

(A) payments made by the municipality during the

-1- CSHB 520(Fin)
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fiscal year for the retirement of principal, [AND] interest and
other annual financing costs on outstanding bonds, notes or other
indebtedness authorized by the qualified voters of the municipal —
ity after June 30, 1986, to pay costs of school construction,
additions to schools, and major rehabilitation projects that
exceed $25,000 and that are"approved under AS 14.11.102; and

(B) cash payments unrelated to payments under
after June 30, 1986, by the municipality during the fiscal year
two years earlier to pay costs of school construction, additions
to schools, and major rehabilitation projects that exceed $25 000

and are approved under AS 14.11.102.

* Sec. 3. AS 14.11.100¢h) 1is amended to read:

(h) In determining an [AN] allocation under (a)(4)j [OR] (), or
(6) of this section for school construction begun after July 1, 1982,
the costs of school construction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a facility of efficient design as determined by the
department. The <costs of school <construction [AN ALLOCATION UNDER
(a)(4) OR (5) OF THIS SECTION] may not be reduced by the amount of
money used for construction of a small swimming pool, tank, or water
storage facility used for water sports. However, an allocation shall
be reduced by the difference between the amount of money used to con-—
struct a swimming pool that exceeds the standards adopted by the
department and the amount of money that would have been used to con-—
struct a small swimming pool, tank, or water storage facility, as

determined by the commissioner.

B 520(Fin) -2-
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* Sec. 4. AS 14.11.100(i) is amended to read:
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) For the purposes of (@@)(@4)_j_ [AND] (5), and (6) of

section

(€D an indebtedness for bonds 1is incurred after the bonds
are sold;

(2) reimbursement for a cash payment may only be made after
the payment 1is made to a vendor; and

3) payments may not be made for costs that are incurred
under a contract after the contract has been released.
Sec. 5. AS 14.11.100(jJ) 1is amended to read:

a) The state may not allocate money to amunicipality for a
school construction project under (a)(5) or (6) of this sectionunless
the municipality complies with the requirements of (1)- (4) of this
subsection and the project is approved under AS 14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond issue for the project.
In approving a project under this subsection, the commissioner shall
require

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

(2) that the bonds may not be refunded unless

(A) the present value of the aggregate [ANNUAL] debt
service on the refunding issueis not greater than the presentvalue
of the aggregate [ANNUAL] debt service vremaining on the original
issues; for purposes of this paragraph the present value of debt
service shall be determined byusing the vield on the refunding issue
as the discount rate [ISSUE]; or

(B) the actual appropriation in any year 1is less

-3- CSHB 520 (Fin)
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section and the actual debt service in each vear 1is reduced and the
maturity of the refunding bonds is extended bevond the maturitv of the
original bond 1issue.

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

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

(A) projected long-term student enrollment thut indi—
cates the district has 1inadequate facilities to meet present or
projected enrollment; or

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

Sec. 6. AS 14.11.100 is amended by adding a new subsection to read:

¢)) An allocation under (a)(6) of this section may not be re
duced due to amounts expended by a municipality under (k) of this
section.
Sec. 7. AS 14.11.102 is amended by adding a new subsection to read:

)] After reviewing all projects for which retirement of schoo

construction debt 1is requested, the department shall rank the projects
that have been determined eligible for debt retirement under AS 14.-
11.100(j) (4) 1in accordance with the procedures set out 1in AS 14_.11.-
010. All projects determined eligible, but for which no approval for
debt retirement has been made under AS 14.11.103, shall be included 1in

the same ranking.

* Sec. 8. AS 14.11 is amended by adding a new section to read:

Sec. 14.11.103. ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT.

CSHB 520 (Fin) -4-
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(a) A request for an allocation of money under AS 14.11.100 for
school construction debt retirement shall be submitted to the depart-—
ment by the school district no later than October 15 of the fiscal
year before the fiscal year for which the request is made.

(b) Before a project is approved for retirement of school con-—
struction debt under AS 14.11.100(a)(6), the project must have been
determined eligible under the provisions of AS 14.11.102.

(c) The department shall approve eligible projects for debt
retirement in the order of the priority established under AS 14.11.-
102, if the requests meet the requirements of AS 14.11.100, and sub-—
ject to the provisions of (d) - (e) of this section.

(d) Total outstanding state obligation for reimbursement under
AS 14.11.100(a)(6)(A) may not exceed $15,000,000 in a single year.

(e) Total outstanding state obligation to reimburse cash pay-—
ments under AS 14.11.100(a)(6)(B)may not exceed $5,000,000 1in a

single year.

* Sec. 9. This Act takes effect July 1, 1986.

-5 CSHB 520 (Fin)
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Original sponsor: Rules/Governor
IN THE HOUSE
SENATE CS FOR CS FOR HOUSE BILL NO. 520 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to public school construction; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.11.100(a)(5) is amended to read:
(5) subject to (h), (i), and () of this section, 80 per—
cent of
(A) payments made by the municipality during the
fiscal year for the retirement of principal” [AND] interest and
other annual financing costs on outstanding bonds, notes or other
indebtedness authorized by the qualified voters of the municipal —
ity after June 30, 1983, and before July 1, 1986, to pay costs of
school construction, additions to schools, and major rehabilita—
tion projects that exceed $25,000 and are approved under AS 14._-
07.020(11); and
(B) cash payments unrelated to payments under (A) of
this paragraph made after June 30, 1983, and before July 1, 1986,
by the municipality during the fiscal year two years earlier to
pay costs of school construction, additions to schools, and major
rehabilitation projects that exceed $25,000 and are approved
under AS 14.07.020(11).
* Sec. 2.AS 14.11.100(a) 1is amended by adding a new paragraph to read:
(6) subject to (h), (i), and (jJ) of this section 75 percent
of
(A) payments made by the municipality during the

-1- SCS CSHB 520( )
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fiscal year for the retirement of principal, interest and other
annual financing costs on outstanding bonds, notes ot other
indebtedness authorized by the qualified voters of the municipal —
ity after June 30, 1986, to pay costs of school <construction,
additions to schools, and major rehabilitation projects that
exceed $25,000 and that are approved under AS 14.11.102; and

(B) cash payments unrelated to payments under (A) of
this paragraph made after June 30, 1986, by the municipality
during the fiscal year two years earlier to pay costs of school
construction, additions to schools, and major rehabilitation

projects that exceed $25,000 and are approved under AS 14.11.102.

* Sec. 3. AS 14.11.100(h) 1is amended to read:

(h) In determining an [AN] allocation under (a)(4) , [OR] (), or
(6) of this section for school construction begun after July 1, 1982,
the costs of schoolconstruction must [SHALL] be reduced by the amount
of money used for the construction of residential space, hockey rinks,
planetariums, saunas, and other facilities for single purpose sporting
or recreational uses that are not suitable for other activities and by
the money used for construction that exceeds the amount needed for
construction of a facility of efficient design as determined by the
department. The <costs of school <construction [AN ALLOCATION UNDER
(a)(4) OR (5) OF THIS SECTION] may not be reduced by the amount of
money used for construction of a small swimming pool, tank, or water
storage facility used for water sports. However, an allocation shall
be reduced by the difference between the amount of money used to con-—
struct a swimming pool that exceeds the standards adopted by the
department and the amount of money that would have been used to con-—

struct a small swimming pool, tank, or water storage Tfacility, as

determined by the commissioner.

SCS CSHB 520( ) -2-
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* Sec. 4. AS 14.11.100(i) 1is amended to read:

) For the purposes of (@)(A)_j_ [AND] (5) , and (6) of this

section

(1) an indebtedness for bonds is incurred after the bonds
are sold;

(2) reimbursement for a cash payment may only be made after
the payment 1is made to a vendor; and

3) payments may not be mtde for costs that are 1incurred
under a contract after the contract has been released.
Sec. 5. AS 14.11.100(jJ) 1is amended to read:

a) The state may not allocate money to a municipality for a
school construction project under (a)(5) or (6) of this section unless
the municipality complies with the requirements of (1) - (4) of this
subsection and the project is approved under AS 14.11.102 [BY THE
COMMISSIONER] before the local vote on the bond issue for the project.
In approving a project under this subsection, the commissioner shall
require

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

(2) that the bonds may not be refunded unless

A the present value of the aggregate [ANNUAL] debt
service on the refunding 1issue is not greater than the present
value of the aggregate [ANNUAL] debt service vremaining on the
original issues; for purposes of this paragraph the present value
of debt service shall be determined by using the yield on the
refunding 1issue as the discount rate [ISSUE]; or

(B) the actual appropriation 1in any year is less than

-3- SCS CSHB 520( )
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85 percent of the amount required to be allocated under this
section, the actual debt service in each year is reduced, and the
maturity of the refunding bonds 1is extended beyond the maturity
of the original bond 1issue;

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

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

(A) projected long-tern, student enrollment that indi—
cates thedistrict has inadequate facilities to meet present or
projected enrollment within reasonably drawn attendance areas; or

(B) facilities that require repair or replacement 1in
order tomeet health and safety laws or regulations or building
codes.

* Sec. 6. AS 14.11.100 is amended by adding a new subsection to read:
D) An allocation wunder (a)(6) of this section may not be
reduced due to amounts expended by a municipality under (k) of this
section.
* Sec. 7. AS 14.11.102 1is amended by adding a new subsection to read:
(b) After reviewing all projects for which retirement of sch
construction debt is requested, the department shall rank the projects
that have been determined eligible for debt retirement under AS 14.-
11.100(jJ)(4) in accordance with the procedures set out 1in AS 14.11.-
010. AlIl projects determined eligible, but for which no approval for
debt retirement has been made under AS 14.11.103, shall be included 1in
the same ranking.
* Sec. 8. AS 14.11 is amended by adding a new section to read:
Sec. 14.11.103. ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT.

SCS CSHB 520( ) -4,



