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M E M O R A N D U M S t a t e  o f  A l a s k a

TO:

FROM:

D ep a r tm e n t o f L aw
Na n c y  B e a r  Usera 
C o m m i s s i o n e r

DATE: March 10, 1993

Depart m e n t  of A d m i n i s t r a t i o n FILE NO: 223-93-0335

TEL. NO.: 465-3600

SUBJECT: C o n s t i t u t i o n a l i t y  i 
p h a s e - o u t  p r o v i s i o n s  of 
HB 81 a n d  SB 58

of

John B. G a gui ne
A s s i s t a n t  A t t o r n e y  General
G o v e r n m e n t a l  A f f a i r s  - Juneau

We sent y o u  a m e m o r a n d u m  r e c e n t l y  e x p r e s s i n g  our o p i n i o n  that 
the p r o v i s i o n s  of HB 81 and SB 58 a b o l i s h i n g  the l o n g e v i t y  bonus 
but "grandfathering" in those who w o u l d  turn 65 before J a n u a r y  1, 
1997 w o u l d  not v i o l a t e  the equal p r o t e c t i o n  c l auses of the state or 
federal constitutions. You have n o w  asked w h e t h e r  there are 
c o n s t i t u t i o n a l  p r o b l e m s  w i t h  the d i f f e r i n g  a m o unt s g i v e n  to the 
"g r a n d f a t h e r e d " p e r s o n s .1

We believe that these p rovi sions would be c o n s t i t u t i o n a l  for 
the same reason as the w hole "grandfathering" scheme w o u l d  be. The 
farther  a p e r s o n  is from age 65 - retirement age for m a n y  people, 
and the age at w h i c h  social s e c uri ty benefit s begin - the longer 
the p e r s o n  has to adjust his or her retirement plans. Thus in our 
o p i n i o n  a court w o u l d  find that the l e g i s l a t u r e  co uld p e r m i s s i b l y  
co n cl ude that a p e r s o n  turning 65 in 1996 w o u l d  s u f f e r  less 
h a r d s h i p  from a r e d u c e d  l o n g e v i t y  bonus than w o u l d  a p e r s o n  turning 
65 in 1994, and a c c o r d i n g l y  the court w ould u p h o l d  the legisl a t i v e  
d e c i s i o n  to r edu ce the bonus to a g r e a t e r  d e g r e e  for the former 
s e nio r than for the latter.

If we can be of furth er assistance, p l e a s e  let us know.

cc: R o b e r l e y  W a l d r o n  
E i l e e n  Plate

1 As we n o t e d  in o u r  initial memorandum, those turning 65 before
the start of 1994 w o u l d  receive $250 a m o n t h  fox* life; those
t u r ning 65 in 1994, $20., those turning 65 in 1995, $150; and those
t u r ning 65 in 1996, $100.



F u n d s  S p e n t  o n  S e n i o r  P r o g r a m s
FY ’^3 unless otherwise noted

P rog ram S ta te  • F e d e ra l T o ta l
Dept, o f Adm inistration 

Longevity r  onus 
Pioneer Homes 
Older Alaskans Commission

64,811,700
30,432,500
6,053,500 6,486,900

64,811,700
30,432.500
12,523,400

TOTAL DEPT. 101,297,700 6,486,900 107,767,600

Dept, o f Health & Social Services 
Supplemental Security Income 
Longevity Bonus Hold Harmless 
Adult Public Assistance (for aged)
Food Stamps for e lderly 
Medicaid home health care 
Medicaid nursing homes 
Skilled nursing 
Intermediate nursing
General Relief M edical (Nursing Homes) 
Medicaid Permanent Fund (Hold Harmless)

2,194.500
14,600,000

227,800

2,677,100
16,385,400

253,900
2,621,200

3.580,580

165,600*
227,000

2,677,100
16,385,400

3,580,580
2,194,500

14,600,000
165,600*
455,600

5.354.200 
32,770,800

253,900
2.621.200

TOTAL DEPT. 38,959,900 23,035,680 61,996,380

DepL o f Community & Regional A ffa irs 
Homeowners Property Tax Exemption 
Renters Equivalency Rebate 
Job Training Partnership Act

2,838,800
820,000

185,125

2,838,800
820,000
185,125

TOTAL DEPT. 3,658,800 185,125 3,843,925

DepL o f Commerce and Economic Development 
Alaska Housing Finance Corporation 

Senior Housing Development 
Senior Housing Revolving Loan Program

141,100 141,100 
Up toS30 m illion in bonds available from AHFC

TOTAL DEPT. 141,100 141,100

TOTAL ALL DEPARTMENTS 144,057,500 29,707,625 173,765,125

Total number of seniors age 60+ = 35,266. Average benefit per senior = $4,927.00.

* Estimated figure based on percentage of seniors served
Note: All funding levels are fo rF Y  93 authorized, except for Medicaid and Job Training Partnership Act, which are FY 92 

actual.

Additional State Bcnefits-Revcnucs Lost Additional Municipal Bcncfits-Rcvcnucs Lost

Dept. of Transportation, ferry fares: 5540,800 Municipal Tax Exemptions S8.454.353*

Dept, of Public Safety, vehicle registration: Estimated S300.000. 

University of Alaska, tuition waiver: S230.267 estimated

•The above information does not include municipal services or discounts for 
seniors. Municipalities also often offer sales tax exemptions, discounted bus fares 
and similar programs.

Dept, of Fish and Game: waivers of hunting, trapping, and fishing licenses 
(average cost: S10.60): S27.560.
Total additional State benefits = SI,098,<527. Average senior benefit = S31.15.

Total number of seniors age 60+ = 35,266. Total revenues lost = SS.454,353. 

Total average benefit = S240.

Pooo ft 19/15/OAC/STPLAN93.pcn4



GOVERNOR'S PROPOSAL 
LONGEVITY BONUS PROGRAM 

PHASE OUT 
SUMMARY OF INTENT

The Alaska Longevity Bonus Program was established m 1972 to pay $100 per month as a "bonus" to those over age 65 who had lived in Alaska for 25 years and were here at the time of statehood. This was a finite, self liquidating group. The purpose oi the program was to "offer and provide.... an incentive to continue interrupted residency in the state." (Ch. 205, SLA 1972) Were the original criteria still in place, those eligible to enroll in the program in 1996 would have been 28 years old at the time of statehood.
At the end of 1973 the program had 4,753 recipients and an annual cost of $346,100. The program grew at a steady rate up through 1983 when there were 9,731 recipients and an annual budget of $27,586,750. The $100 monthly bonus was increased in 1976,1978,1981, and 1982 to its current level of $250 per month. Current projections suggest the annual cost of the ALB will exceed $90 million in the year 2000 and will pass the $100 million mark in 2002.
In 1984, the Supreme Court found the residency rules unconstitutional in the Vest case. By the end of 1986 the Longevity Bonus Program had 15,763 recipients with an annual budget of $44,105,500. Compared to 1983, that represented a 62% increase in recipients and a 60% increase in budget. More important, the Vest case changed the group being served from a finite, self liquidating group (65 years old, 25 years in state, here at time of statehood) to a continually growing group (anyone age 65 with one year residency). Beyond the change in the size of the group, the basic purpose of the Longevity Bonus Program changed. It was no longer a program to provide an incentive to long term Alaskans who helped build our state prior to statehood.
During the years since the creation of the Longevity Bonus, there have been several changes that have improved the economic condition of Alaskan seniors. The federal government passed the Employee Retirement Income Security Act (ERISA) in 1976, Individual Retirement Accounts (IRAs) become widely available, Senior Citizen Property Tax Relief was enacted, property values increased, The Permanent Fund Dividend was established, State income taxes were repealed, and Social Security incomes steadily increased. As a group, those reaching age 65 today, have had the advantage of the economic growth of the past 20 years and are more economically stable than any previous group of seniors.
This proposal protects those who planned their retirement around the Longevity Bonus Program. They will be able to depend on it for the rest of the time they remain in Alaska. The three year transition period before new enrollment is ended allows those close to retirement to receive the Longevity Bonus. It gives future retirees time to make other plans for retirement income. This proposal does not provide for creating a government operated annuity plan. For those who wish to invest their Permanent Fund Dividend to provide for future retirement income, today they can do so by directing the Permanent Fund Dividend Division to send the PFD to a private annuity plan or other investment of their choice. This can be accomplished through direct deposit instructions on the PFD application. This preserves the investment concept without creating a new bureaucracy to implement an insurance type program.
This proposal returns the Longevity Bonus Program to its original goal -- assisting a Finite group who may not have remained in Alaska in retirement * .Uiout this assistance.
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L O N G E V IT Y  B O N U S P H A S E  O U T  P R O P O S A L S  
C O M P A R IS O N  C H A R T

TERMS

COST

ADMINISTRATION

INVESTMENT OPTIONS FOR PERMANENT FUND DIVIDENDS (PFD)

EFFECT ON ALASKA’S SENIORS

GOVERNOR'S PROPOSAL,

- 3 year phase out
- $200, $150, $100
- Grandfather all current recipients

- Declines rapidly after 1996
- Set formula allows for accurate 
budgeting

- No new administrative costs
- Program ends by 2040

- Self-directed through direct deposit 
instructions on PFD application

SENATE BELL 6
- Estimated 15 year phase out- Bonus declines basal on variable factors- Grandfather all current recipients
- Declines gradually- Declines dependent on PFD and investment income- Additional administrative costs- Variable nature makes budgeting difficult
- New administrative system to determine annual payments within the longevity bonus program- create new government managed and administered annuity investment program- Longevity Bonus administration ends 
2040- New annuity administration open ended
- Creates complex state operated annuity program as option for investing PFD- May not have sufficient participation to sustain financial viability

- Proposal easily understood - Complex to understand
- Current recipients continue at level - Annual bonus dependent on PFD and
they started investment income
- Provides for a reasonable transition - Dedicates more general funds to non-
- Frees resources for other senior needs needs based senior program

Thu, Jan 21, 1993 Page 6



GOVERNOR'S PROPOSAL 
LONGEVITY BONUS PHASE OUT

The original Longevity Bonus legislation stated, "The sole purpose of this chapter is to 
offer and provide ... an incentive to continue uninterrupted residency in the state." (Ch. 
205, SLA 1972) We propose to phase out the Longevity Bonus Program because:

~ Other incentives are now offered that enhance the living conditions of seniors
- Alaska's life style and cost of living are now comparable to other states
- More traditional employment opportunities have employer based pensions
- Social Security benefits have increased
- Medical assistance programs are now available
- ERISA protection for pensions is now available
- The Permanent Fund Dividend program was initiated
- Senior citizen tax relief is available
- Free and/or subsidized private and governmental services are available for all senior

- OAC grant programs which fund a variety of community based services have been

~ 25 year residency requirement was struck down, negating the original intent of the 
program

~ It is serving all those who were at least 45 years old when it was passed 
~ Bonus amount has increased from $ 100 to $250 and will need further adjustment to 

keep pace with inflation 
~ Combination of the increased Bonus and more recipients due to shorter residency has 

made the program too costly 
~ Limited state resources should be focused on those less able to help themselves 
~ Alaskans generally agree it's time to phase out the current program

citizens

initiated

Key Provisions of Proposal

Term? 3-year phase out 
$200, $150, $100 
Grandfather all current recipients

Cost Declines rapidly after 1996
Set formula allows for accurate budgeting

Administration No new administrative cost 
Program ends by 2040

Investment Options for Self-directed through direct deposit instructions on
Permanent Fund Dividend (PFD) PFD application

Effect on Alaska's Seniors Proposal easily understood
Current recipients continue bonus at $250
Provides for a reasonable transition

Thu, Jan 21, 1993 Page 5



6 . I s n ' t  a  t h r e e  y e a r  p h a s e  o u t  s h o r t  n o t i c e ?

Alaskans have been on notice that the Longevity Bonus was not likely to 
continue since 1986 when the legislature began considering proposals to 
phase out the program. Therefore, with the proposed three-year phase out, 
Alaskans will have known for over ten years that it was not likely that the 
program  couM be sustained indefinitely.

7. W i l l  p h a s e  o u t  o f  t h e  L o n g e v i t y  B o n u s  a d v e r s e l y  a f f e c t  t h e  A l a s k a  e c o n o m y ?

No. The phase out will be gradual over 41 years so the effect will not be 
significant. With necessary budget reductions, the funds otherwise spent 
on the Longevity Bonus will be shifted to other priorities.

8 .  I n  1 9 8 6  t h e r e  w a s  a n  a d v i s o r y  v o t e  t o  e n d  t h e  L o n g e v i t y  B o n u s  a n d  c r e a t e  a n  a n n u i t y  
p r o g r a m .  W h y  d o e s n ' t  th u s  p r o p o s a l  c o n t a i n  a n  a n n u i t y  p l a n ?

Economic conditions, investment, options, and availably, technology have 
changed during the ensuing 7 years. The annuity plan calls for creation of a 
new government program  at a time when it is necessary to downsize 
government operations. Additionally, Alaskans can now self-direct 
investment of their PFD to any number of options through direct deposit

9 .  U n d e r  o t h e r  p r o p o s a l s  t h a t  i n c l u d e  a n  a n n u i t y  p l a n ,  w i l l  s e n i o r s  b e  g u a r a n t e e d  p a y m e n t  o f  
$ 2 5 0  p e r  m o n t h  w h e n  t h e y  r e a c h  a g e  6 5 ?

Absolutely not. They will receive payments based onfy upon how much 
money they actually deposited in the program. The size of monthly 
payments will depend on the amount of annual investment; num ber of 
years in the program; and rate of interest earned. Those who did not invest 
any portion of their PFD will receive nothing.

1 0 .  W h a t  c o s t s  h a s  t h e  s t a t e  i n c u r r e d  b y  n o t  e n d i n g  t h e  L o n g e v i t y  B o n u s  i n  1 9 8 6 ?

The state has spent over $88 million more than it would have if the growth 
had been held to the $44 million budget of 1986. Today, the program  
serves 23,000 /ecipients and adds an additional $5 million to the budget 
annually.

1 1 .  W h y  w i l l  t h i s  a p p r o a c h  t o  p h a r i n g  o u t  t h e  L o n g e v i t y  B o n u s  p r o g r a m  w o r k  w h e n  o t h e r s  
h a v e f a i l e d ?

This plan is simple. It is a single issue, not tied to development of new 
and financially complex programs. It is not dependent on uncertainties of 
the financial m arkets. It is sensitive to people's needs. It recognizes the 
special role of Senior Alaskans. It simply makes sense.

Thu, Jan 21, 1993 Page 4



ALASKA LONGEVITY BONUS 
-PHASE OUT 

Q u e s t i o n s  and-Answers

1 .  W h o m  w a s  t h e  L o n g e v i t y  B o n u s  i n t e n d e d  t o  s e r v e ?i
In 1972 the Legislature established the Longevity Bonus Program  to serve 
seniors who were 25 year residents and lived in Alaska prior to statehood.

2. W h a t  w a s  t h e  p u r p o s e  o f  t h e  L o n g e v i t y  B o n u s  P r o g r a m ?

"The sole purpose of this chapter is to offer  an incentive to continue
uninterrupted residency in the state." Chapter 205 SLA 1972

3 . W h a t  c h a n g e s  h a v e  o c c u r r e d  s i n c e  t h e  c r e a t i o n  o f  t h e  L o n g e v i t y  B o n u s  P r o g r a m  i n  1 9 7 2  
t h a t  r e d u c e  t h e  n e e d  f o r  t h e  p r o g r a m ?

The need for future seniors to rely on the Longevity Bonus has been 
mitigated by a num ber of programs/protections that were not available when 
the Longevity Bonus was created.

Alaska's life style and cost of living are now comparable to other 
sta tes
M ore traditional employment opportunities have employer-based 
pensions
Social Security benefits have increased 
Medical assistance program s are now available 
ERISA protection for pensions is now provided 
The Perm anent Fund Dividend program was initiated 
Senior citizen tax relief is available
Free and/or subsidized private and governmental services are  available 
for all senior citizens
OAC grant program s which fund a variety of community-based senior 
services have been initiated

In addition, elimination of the 25 year residency and requirement to be in 
Alaska before January  3, 1959, (Statehood) has drastically enlarged the 
group the program  was designed to served.

4 . W h y  p h a s e  o u t  t h e  L o n g e v i t y  B o n u s  p r o g r a m ?

The state budget cannot sustain the projected growth of this program. 
C urrent recipients who are dependent on the Longevity Bonus are in 
jeopardy of eventually losing the benefit if growth is not curtailed. 
Projections indicate the program  will exceed $100,000,000 in the year 
2002 .

5 .  W h y  e n d  e l i g i b i l i t y  w i t h  t h o s e  w h o  a r e  n o w  a g e  6 2  ?

This provides those with reasonable expectations of receiving the bonus 
some financial support from the Longevity Bonus. It provides adequate 
notice to others who have time for planning that the Longevity Bonus will 
no longer be available.
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The Permanent Fund Dividend program was initiated 
Senior citizen tax relief is available
Free and/or subsidized private and governmental services are available for all senior citizens 

~ OAC grant programs which fund a variety of community based senior services have been
initiated

Annuity programs
~ After six years of trying, the issue has still not been resolved.
~ Government-operated annuity program will require new expenditures and new

administrative programs 
~ The new direct deposit feature for the PFD allows recipients to self-direct dividends to an 

account of their choice 
~ Annuity cocept requires large pool of participants to ensure financial viability
~ The less affluent will be able to invest little or none of their PFD

Time to act
~ Current year is a window of opportunity to assure grandfathering of existing recipients 

Ability to provide any transition time is becoming more difficult 
~ Pressure to terminate all non-needs based benefits is growing
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GOVERNOR'S PROPOSAL 
LONGEVITY BONUS PHASE OUT 

TALKING POINTS

Phase out program
~ Grandfathering ail current recipients
~ End new enrollment with those who turn 65 before January 1, 1997
~ Reduce payment for new eligibles over next three years (94 — $200; 95 -- $150; 96 -- $100)

Origin of program
Established in 1972 to pay $ 100/month to those over age 65 who lived in Alaska prior to 
statehood (January 3,1959)

~ Intended to provide for Alaskans who helped build our state but didn't have retirement 
income to stay in Alaska

Program changes
Vest case (1984) eliminated original residency requirements

~ Changes focus of program and made it open ended 
Monthly bonus increased from $100 to $250

Program growth and costs
1973 4,753 recipients $346,100 annual cost
1983 9,731 recipients $27.5 million annual cost
1986 15,763 recipients $44 million annual cost
1993 23,000 recipients $66 million annual cost
2000 31,000 recipients $93 million annual cost
We've spent $88 million more than we would if the program had been phased out in 1986. 
Each year phase out is delayed, the total (aggregate through end) cost of the program 
increases over $100 million.

Changes for today's seniors
~ Alaska's life style and cost of living are now comparable to other states
~ More traditional employment opportunities have employer-based pensions
~ Social Security benefits have increased
~ Medical assistance programs are now available

ERISA protection for pensions is now provided
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House Bill 81 
Sectional Analysis

Sec. 1: Provides for phase out of the Longevity Bonus Program.

S p e c i f i c a l l y :

a . All current Longevity Bonus recipients a n d  persons 

reaching age 65 before January 1, 1994, would 

receive the current $250 per month bonus payment.

b. Persons reaching age 65 during calendar year 1994 

would receive $200 per month.

c. Persons reaching age 65 during calendar year 1995 

would receive $150 per month.

d. Persons reaching age 65 during calendar year 1996 

would receive $100 per month.

U n d e r  current law, all persons 65 or older are eligible 

to receive a $250 per month bonus payment.

Sec. 2: Prov ides that persons must be 65 before J a n u a r y  1, 1997,

to receive a bonus payment. Persons turning 65 after 

that time wo uld not be eligible.



2 / 1 / 9 3
IN  THE LEGISLATURE OF THE STATE OF ALASKA 
w i t h  r e f e r e n c e  Co :

I n  Che HOUSE,  B i l l  No .  58 
I n  Che SENATE,  B i l l  N o .  81

P l e a s e  d o  n e t  s u p p o r t ,  t h e s e  b i l l s  r e q u e s t e d  b y  Ch e  G o v e r n o r .

T h i s  i s  hi /  - e c o n d  s h o t  aC w r i t i n g  C h i s .  T h e  f i r s C  a t t e m p t  i s  i n  >-he 
c i r c u L a r  f x l o  b e c a u s e  i c  s e e m e d  e v e n  Co me c h a c  a l l  I  d i d  wa s  c r y  a b o u c
h o w i c  w o u l d  i m p a c c  me p e r s o n a l l y .  L e e  i s  s u f f i c e  Co s a y  we h a v e  b e e n
h e r e  23  y e a r s  a n d  h a v e  c o u g h e d  o u c  a  l o c  a n d  m a d e  d i f f i c u l c  f a m i l y  
d e c i s i o n s  b e c a u s e  o f  t h e  t h o u g h t  c h e r e  w o u l d  b e  a  p a y - o f f  a c  Che e n d  
c o  m a k e  i c  a i l  w o r c h w h i l e .

1 am a  g r a n d f a t h e r  n o w ,  b u t  n o t  y e t  o l d  e n o u g h  Co f i t  i n  t h e  s Lol

o f  t h e  G o v e r n o r ' s  p r o g r a m .  I  f i n d  i t  i n c r e d i b l e  c h a c  h e  w o u l d  o f f e r
t h e s e  b e n i f i t s  t o  a  o n e  y e a r  r e s i d e n t  a n d  d e n y  t h e m  l a t e r  c o  a f a m i l y  
w i t h  o u r  h i s c o r y  i n  Che  s t a t e .

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

1 .  D e t e r m i n e  t h e  a m o u n t  o f  m o n e y  f u n d i n g  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  
p r o g r a m  r e q u i r e s  a n n u a l l y  a n d  s e t  up  a  c o s t  o f  l i v i n g  a d j u s t m e n t  f a c t o r .

2 .  R e q u i r e  a p p l i c a t i o n s  e a c h  y e a r  l i k e  t h e  p e r m a n e n t  f u n d  s y s t e m ,  f o r  
e x a m p l e .

3 .  D i v i d e  t h e  a n n u a l  a m o u n t  by  t h e  n u m b e r  o f  a p p r o v e d  n p p I  i e n t  i o n s  a n d  
s e n d  o u t  t h e  c h e c k s .

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

./ •
S i n c e r e  L y ,

B r u c e  E .  S c h i r m e r s  

FAX 2 6 2  4 1 2 1

FS8 I C (fe;
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L o n g e v ity  B onus P ro g ra m  
A lte rn a tiv e  F u n d in g  P ro p o sa ls

y f & 'S T f

a  /£ /$ •

P ro jec ted  Cost
Fiscal
Year

Current
Program Senate Bill 6

Senate Bill 58 
and

House Bill 81
1994 69.6 69.6 69.1
1995 74.8 74.7 70.8
1996 78.2 77.5 71.1
1997 81.2 79.5 69.9
1998 84.4 81.1 66.9
1999 87.5 82.0 63.9
2000 90.8 82.3 60.9
2001 93.9 81.4 57.7
2002 97.1 79.7 54.7
2003 100.4 76.9 51.6
2004 103.8 72.9 48.5
2005 107.5 67.7 45.4
2006 111.9 61.0 42.2
2007 116.9 52.7 39.1
2008 123.1 42.3 36.0
2009 128.9 29.3 33.0
2010 134.1 25.0 30.1

Cumulative Costs Through 2010 
1,684.1_________ 1,135.6__________ 910.9

All dollars in millions

P ro je c te d  N um ber of P artic ipan ts

Current
Program Senate Bill 6

Senate Bill 58 
• and 

House Bill 81

24,059 24,059 24.059
25,864 25,864 25,864
27,021 27,021 27,021
28,081 28,081 26,581
29,188 29,188 25,525
30,266 30,266 24,444
31,408 31,408 23.385
32,456 32,456 22,272
33,557 33,557 21,181
34,704 34,704 20,087
35,880 35,880 18,950
37,153 37,153 17,814
38,675 38,675 16,666
40,428 40,428 15,512
42,572 42,572 14.367
44,559 44,559 13,239
46,376 46,376 12,136

2/8/93 Page 1 SB6VSB56.Xt'J
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L o n g e v i t y  B o n u s  F i s c a l  N o t e

Analysis of New Program Costs
Net Average ProjectedIncrease Monthly Cost of SavingsCost From Year ALB ALB Proposed to theFY Increase to Year Warrants Grants Changes State1989 Actual 17,824 53,472,2501990 Actual 6.92% 1,234 19,058 57,172,7001991 Actual 531% 1,012 20,070 60,209,6001992 Actual 4.7o% 955 21,025 63,073,7501993 Projection 5.03% 1,058 22,083 66,249,000 66,249,000 01994 Projection 5.03% 2,112 23,195 69,584,250 69,170,302 413,9481995 Projection 5.03% 1,167 24,362 73,084,500 70,910,273 2,174,2271996 Projection 5.03% 1,225 25,587 76,760,500 70,621,770 6,138,7301997 Projection 5.03% 1,287 26,874 80,621,500 67,596,525 13,024,9751998 Projection 5.03% 1,352 28,226 84,677,000 64,659,990 20,017,010199y Projection 5.03% 1,419 29,645 88,936,000 61,653,512 27,282,488

Note - There is an additional fiscal note associated with this proposal for the administration component, for $11,625 for computer modifications.

GOV-LBG" .XLS Page 2 1/11/93 4:32 PM
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A m ?
ALASKA STATE LEGISLATION  

ALASKA LONGEVITY BO NUS PROGRAM  
POSITION PAPER  

1993

Tbe Alaska State Legislative Committee o f the American Association o f  Retired Persons 
advocates the reform  o f  tbe Longevity Bonus Program to an annuity program.

This annuity program should include the following recommendations:

1) Protect current recipients and continue their benefits.

2) Assure program stability to recipients.

Piagttsjan

Monthly longevity bonus payments by the State of Alaska to persons 65 yean  or more of 
age were initiated in 1972 with stipulations. The payments were intended to 
acknowledge long time contributions to the state and to encourage post-retirement 
residency. The courts nullified all but limited residency requirements.

The program has expanded and exceeded expectations. The rupid growth o f the 
retirement community accelerated the financial obligations upon the Alaska General 
Fund. The current program is one of the most successful and broadest based programs 
of state government contributing to the economy and social well being o f all Alaskans.

Many proposals have been made to mcdify the longevity bonus program. In 1985 an
annuity program was submitted for a state-wide advisory vote, passing by a 60 percent
margin.

Seniors are a valuable contributing force in our state. The longevity bonus program  
enables seniors to  retire in the state. Implementation of an annuity program would solve 
the accelerating obligations upon the General Fund by phasing out that obligation and 
would enable current recipients to remain in Alaska.

For farther iaftxmataoa, please ooatact

M uy Lou Meiaers, Chiir 
State Legislative Committee 
(907) 586-2568

Seattle Office
9750 Third Ave, NE Stc. 400 
Seattle, W A 98115 
(206) 526-7918

Adopted: December 8.1992
• kbwa rm

Joe Alter, Coordinator 
Capital City Tuk  Force 
(907) 586-6680

John Shaffer, Chair 
Economic Security Subcommittee 
(907) 747-8425
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committee on    dated — ' * / 2 J L — — -—  .W Sm * *

y lfr ^ ^ c n ^ p  ' ' * <wC'"

o ^ J  I

. y i y M  J y  J L te s y f a

<u)$f7ju>
O ^ L r

Signed: —(-£2 L t i=  L— r. J L.— . f  Y  t  J ' ' ! 1

Representing (Optional)

A ddress j

M  S J m M v s  ( W . . .  ?  f  ■i  f  

' p h o n e v a - <' J 7 J S M t >



RPR 0? '93 14*17 LEG. RFFRIRS -  WRSl'LLR

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

P lease enter Into the record my testimony to the . / r , f t  a / j o a / c a - .  

committee name

committee on     dated  4 *  7 ^ ------- -
bill/subject

Representing. (Optional)

A ddress

Phone No.



Signed:

Representing (Optional) ^  *

%  3 ______________________ / y / ^ 1  * ? ? ^ o "
A ddress

fc - ljC ------------------------------------------
Phone No.
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‘ bill/subject
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Date Refen-ed: March 31, 1993 

Date of Committee Action: M

FURTHER REFERRALS:

H O U S E  C O M M I T T E E  R E P O R T

The FINANCE Committee considered: HB 82
HOUSE BILL NO. 82 SCHOOL CONSTRUCTION & MAINTENANCE GRANTS
"An Act relating to school construction grants and major maintenance grants to school districts; providing for 
school district participation in the cost of school construction and major maintenance; creating a major 
maintenance grant fund; and providing for an effective date."

RECOMMENDATIONS: 
be replaced w ith_______

[ ] the same title 
.1 a new title

[ ] have attached amendments(s)
[ A  do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the____ Committee

.ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dept) APPROVES PREVIOUS:

[ ] fiscal impact____________________________  [S\ fiscal note(s) Poe _________

[ ] zero fiscal note zero fiscal note(s) Reo ‘h-Wo
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FISCAL NOTE No. 3

1993 LEGISLATIVE SESSION
Revision Date:

Tide:

STATE OF ALASKA Bill Version: HB 8 2

An act relating to school construction and major maintenance

grants to school distncts

Sponsor:

Requestor:

Expenditures/Revenues:

(H) Publish Date: 1 /2 2 /9 3

Dept. Affected: Revenue-8RU.
"Component:

Revenue Operations

Treasury Division

COM PONENT S E R IA L  NO. 

(Thousands of Dollars)

121

O PERATIN G FY94 FY95 FY96 FY97 1 FY98 FY99

PERSO N AL S E R V IC E S 1
TRAVEL

CO N TRACTUAL

SUPPLIES ______

EQUIPM ENT

LAND & S TR U C TU R ES

GRANTS. CLAIM S

M ISCELLANEO US

TO TA L O PERATIN G 0 0 0 0
. ..o

C APITA L

REV EN U E FUND SO U R C E :

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1C03 G F Match

1004 G F

1C05 GF/Prooram Receiots

1C06 GF/MHTIA

Other

TO TA L 0 0 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEM PO RARY

Estimate of current year (FY93) im pact: S

Brian C . Andrews________________________  Phone: 465-4880

Division: Treasury < . . ............ / Date:

Approved by Commissioner ' , / / / ) Date:

Agency: / *  •'  f  '  77*J&*J0*V

1-20-93 ,

/ /V o / s  ?

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
C O M  M l  T T £ £  C O P ^ P r *ur, l̂er di3lrihution information call the Governor’s Legislative Office
(8«v 11/921 93lijnojdj/OBH Page 1 of 1



STATE, OF ALASK
1993 LEGISLATIVE SESSION

FISCAL NOTE
No. 2
Bill Version: HB 82

Revision Date: Title:
Sponsor:
Requestor

School Construction
RulesGovernor

Department Affected: BRU:
Component: Component Serial Number:

( H )  P u b l i s h  D a t e : .  

DOT&PF
1/22/93

EXPENDITURES/REVENUES: (Thousands of Dollars)OPERATING FY94 FY95 FY96 FY97 FY98 FY99PERSONAL SERVICES 0 0 0 0 0 0TRAVEL 0 0 0 0 0 0CONTRACTUAL 0 0 0 0 0 0SUPPLIES 0 0 0 0 0 0EQUIPMENT 0 0 0 0 0 0LAND & STRUCTURES 0 0 0 0 0 0GRANTS. CLAIMS 0 0 0 0 0 0MISCELLANEOUS 0 0 0 0 0 0TOTAL OPERATING: 0 0 0 0 0 0

C a p i t a l

REVENUE FUND SOURCE 0 0 o o 0 0

FUNDING: (Thousands of Dollars)1002 FEDERAL RECEIPTS 0 0 0 0 0 01003 GF MATCH 0 0 0 0 0 01004 GF 0 0 0 0 0 01005 OF/PROGRAM RECEIPTS 0 u 0 0 I) (J1006 GF/MHTIA 0 0 0 I) 0 0OTHER 0 0 0 0 0 0TOTAL FUNDING: 0 0 0 0 0 0

POSITIONSFULL-TIME 0 0 0 0 0 0PART-TIME 0 0 0 0 0 0TEMPORARY 0 0 0 0 0 0

Esumato of current year (FY93) impact: S
ANALYSIS: (Attach a separate page if necessary)

Prepared by: Kit Duke
D iv is io n : A s s is ta m  C o m m is s io n e r

Phone: 562-2728
Date: ■January 20. 1993

Phone: 465-3901
Date: January 20. 1993

Approved by Commissioner Frank G. Turpin ‘—J 
Agency: Deparunent of Transportation and Public Facilities

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE For further distribution Information call the Governor's Legislative Office
C O M M  I T T  E E  C O P Y  1



\ FISCAL. NOTE No. 1

Revision Gate:
Title:

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Biil Vers on: HB 82

R e l a t i n ?  t o  t h e  S c h o o l  C o n s t r u e r i n n  3HU:

( H )  P u b l i s h  D a t e :  1 / 2 2 / 9 3  

_Oeot.Affected: Education_____________ _____
E x e c u t i v e  A d m i n i s t r a t i o n  
C I P  O v e r h e a d  a n d  A s s o c i a t e d

Soonsor S e n a t e  R u l e s C o s t s
Requestor G o v e r n o r • COMPONENT SERIAL NO. 156

Expenditures/Revenues: (Thousands of Ooilarsl
OPERATING FY94 | Ff95 | F796 | F/97 I Ff98 Ff99 1

personal serv ices 8 6 .3  1 8 8 .9 9 1 .6  1 94 .3 9 7 .1 100-.1 I
TRAVEL 13.4  1 13 .4 1 13 .4  I 13.4 1 13 .4 13 .4  1
CONTRACTUAL 11 .6  | 11 .6 1 11 .6  | 11.6 1 11 .6  | 11 .6  |
SUPPLIES 1 .2  | 1 .2 | 1 .2  | 1 .2 1 1 .2  | 1 .2
EQUIPMENT 18 .0  1 3 .0 3 .0  1 5 .0 1 3 .0  1 3 ,0
LAND 3t STRUCTURES 1 1 1 1 1 1
GRANTS. CLAIMS 1 1 1 1 i 1
MISCELLANEOUS 1 1 1 1 1 1
TOTAL OPERATING 150.5 1 113 .1 1 120.8 1 123.5 ! 126 .3  i 129.3 !

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Ooilarsl
1002 Federal Receipts 1 1 1 1 1
1003 Gr Match 1 1 1 1 1
1004 GF 1 1 1 1 1
1005 Gr/Program Receipts 1 1 • 1 1 1
1006 GF/MHTIA 1 1 1 1 1
Other 1061 C I P  R e c e i p t s 1 5 0 ,S | U S . 1 | 120.8 125.5 | 126 .3  1 129.3
TOTAL 150.5 | 118 ,1  | 120.8 125.5 | 126 .3  | 129.3

POSITIONS:
FULL-TIME 2 .0  1 2 .0  1 2 .0 2 .0  2 .0  1 2 .0
PART-TIME 1 1 1 1
TEMPORARY 1 1 1 1 1
Eetimata of current year (Ff 331 impact $ N o n e

ANALYSIS: (Attach a separate page if necssssryl
SEE ATTACHED

Prepared by: 
Division:

G a r v  M . B a d e r Phone: 465-8650
Administrative Services

Approved by Commissioner 
Agency:

Qatar J a n u a r y  11. 

Gate: IA sA l

1993

D e p a r t m e n t i u c a t i * n / c

C O M M / T T E E  C0P V10 TD pm iD E  ALL a|STaiBUTiaN copies to  governor's le g is la t iv e  o ffice
■ Far funher aistriaution information call the Governor's Legislative Office

<H<v 111921 92lsnojsjQBR Page ^Lof



FISCAL NOTE

fU). I

"An Act providing that a school district will participate in the school construction grant 
program; creating a school major maintenance account: and providing for an effective 
date."

This bill will facilitate the construction of more school facilities than would be possible 
with an equal appropriation under the current procedure. It is likely this will result in a 
greater number of grant requests inasmuch as the possibility of having a project funded 
will be areatlv increased. Tne increased number of OTants and grant awards will dace an* W  W  A

additional clerical burden upon the facilities section. Along with the increased clerical 
burden will be the responsibility to evaluate a greater number of grant proposals and to 
ensure that proper matching funds have been identified for each proposal. This bill 
establishes a major maintenance account to fund projects that will prolong the life of a 
facility or provide necessary code upgrades. This will require extensive on-site reviews.

It is anticipated that facilities administrators from a cross section of school districts will 
be invited to participate in the development of standards for school maintenance 
programs. It is anticipated that such standards will be included in either regulations 
governing application for major maintenance grants, or the grant agreement itself. Funds 
for the development of standards are requested in the contruactual line.

Two additional positions are necessary to ensure grant awards and management are 
consistent with thi:, legislation. Personal services costs are assumed to increase 3% per 
year after the first year. Equipment cost are SI8.0 the first year and S3.0 for replacement 
thereafter.

Funding for the CIP Overhead and Associated Costs component will be based upon a 
percentage charge from the school construction grant account, school major maintenance 
account, and inter-agency receipts originating from the Alaska debt retirement fund. For 
this fiscal note, funding is CIP Receipts derived proportionally from the school 
construction grant account and the school major maintenance account appropriations.

Personal Services: ' S86.3

Project Assistant (16B) S52.8
Clerk Typist III (8B) $33.5

Travel: * •' S13.4

Project Assistant travel
Air fare for 15 site visits (15 x 700 =10.5) 
Per Diem for 30 days (30 x 95 =2.9)

S13.4



Position Title
Proiect Assistant

Time Stilus 1 Staff Months 
I PFT 1 12

TYPE OP KXPKNMTUIUi * Amount
Salary 37.8

Itencfils 15.0

Premium hiv
Other

'Ihlitl lVrsttititl •‘kivices . 52.8

Havel 13.4
Cnnlraelual 5.8

Gnnimoililies .6

Knuinmenl 9.0

Other ... .
‘Ihlal Gust 81 ,6

j FUNDING SOUIICR FOR TOTAL GOST
I'eijefa) Receipts 1002

Ci.fi Match l(xn
General Fund 100*1
1 A Receinls U«)7
Gl|* Rcreints 1001 81 , f>
Oilier

No. of Positions Range I Step
16B

Hail!. Unit
GGU

lo ca tio n
Juneau

Election District
3, 4

Justification

Tit is position will be responsible for reviewing reports 

from REAA's and Municipalities, and verifying that 
matching requirements are met. Additionally, the position 
will perform on-site reviews of facilities and assist in 
the ranking of projects.

I c q u e s t  F o r  

N e w  P o s i t i o n

....... _ .. ....

ACFNGY Education
p y  1994

[jUij Executive Administration Page . , uf

C O M P O N E N T  CIP Overhead and Associated Costs Revised Date:



n .  z t S ,

Development of facility standards and regulations S 6.0
Phone lines 2 positions @ S300/ year S . 6
Additional funds for hearing officer/court reporter S 5.0

Supplies: S I 0 *

Supplies for 2 positions @ S600 each S 1.2

Equipment: • S13 0

Office Furniture (desks, files, partitions, etc. 2 positions S o.O
Computer Equip. ( Computers/ printer for 2 positions) S 12.0

ajo-1.

Contractual: SI 16

1/11,93

FY 94 Total S130.5



j i a r B t w B i w n i f M f f i w n r ' r n ^ m a n n c n i w n j o i i r / ^ E j B j i t
Position Title

Clerk Typist III
No. of Positions Range I Step

8B
Haig. Unit

CGU

Time Status Staff Months
PFT 12

TYLT.iili l£XI!liNU!'l LIH1L
Sajaiy______________
llenelils____________  .

Ullttir_____

Havel
Gnnliacltial
Commodities

EuuiututtiL Ollttt__
‘llll.lt ('nst

RINDING SOURCE FOR TtYI'AI. COST

Federal H f iT U lli 1«»2_

iiKiUteli_____ M L
General Fund RUM
1A Rrceints HXI7
QLlte£dl&.
.OUlliL_____

iOlit

laical inn
Juneau

Election District

-AttmunL
22.610.9
33.5
5.8

.69.0
48.9

48„9

justification
It is anticipated that contracts with school districts, 

auditors, and municipalities will at least double as a 

result of this bill. This position is necessary to meet 
the additional administrative support requirements 
generated by this legislation.

R e q u e s t  F o r  

N e w  P o s i t i o n

AGENCY Education

m m  Executive Administration

COMPONENT C IP O verhead  and A s s o c ia t e d  C o s ts
■»!

a kl’visl*'
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1 4/18/93

CS FOR HOUSE BILL NO. 82(FIN)

| IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE
Offered:Referred:
Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BELL 

FOR AN ACT ENTITLED 

"An Act relating to school construction grants and major maintenance grants to

school districts,* providing for school district participation in the cost of school

construction and major maintenance; creating a major maintenance grant fund; 

creating an education facilities maintenance and construction fund; and providing 

for an effective date." 

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

* Section 1. AS 14.03.150(c) is amended to read:

(c) The department may not award a school construction or m ajor

maintenance grant under ;\S 14.11 to a municipality that is a school district or a

regional educational attendance area that is not in compliance with (a) of this section. 

The department shall reduce the amount of state foundation aid under AS 14.17.021 

for which a scho> -1 district may qualify, by the amount, if any, paid by the department 

under (b) of this section.

• 1-
New Tuxz Underlined [DELETED TEXT 3 R A C X E T E D ]
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* Sec. 2. AS 14.07.020(a)(l 1) is amended to read:

(11) review plans for construction of new public elementary and 

secondary schools and for additions to and major rehabilitation of existing public 

elementary and secondary schools and, in accordance with regulations adopted by the 

department, determine and approve the extent of eligibility for state aid of a school 

construction or major maintenance project [BEGUN AFTER JULY 1, 1978]; for the 

purposes of this paragraph, "plans1' include educational specifications, schematic 

designs, and final contract documents;

* Sec. 3. AS 14.11 is amended by adding new sections to read:

Sec. 14.11.007. MAJOR MAINTENANCE GRANT FUND. There is created 

a major maintenance grant fund as an account in the general fund. The fund shall be 

used to make grants for the costs of school major maintenance. Legislative 

appropriations for school major maintenance shall be deposited in the fund.

Sec. 14.11.008. SCHOOL DISTRICT PARTICIPATION IN GRANT
A s  y u L o n
5iyh district muPROGRAM, (a) In order to receive a grant under this chapter^ must provide

a percentage share ofLthe project cost, as determined under (b) or (c) of this section.ADI'STY\C1 |yu>' =̂0? Tl> p) CU t Ofc THe fa 'pfuTU lpe,fw
(b) The required participating share for a municipal school district is based on

the district’s full value per ADM, which is calculated by dividing the full and true 

value of the taxable real and personal property in the district, calculated as described 

in AS 14.17.025(a)(1), by the district average daily membership (ADM) as defined in 

AS 14.17.250, for the same fiscal year for which the valuation was made. The 

municipal district’s full value per ADM determines the oistrict’s required participating 

share, as follows:

Full Value Per ADM District Participating Share

$1 - $100,000 5 percent

100,001 - 200,000 10 percent

over 200,000 30 percent.

(c) The required participating share for a regional educational attendance area 

is two percent and may be satisfied by money from federal, local, or other sources, or 

with locally contributed labor, material, or equipment.

(d) If a regional educational attendance area can demonstrate in writing that

CSHB 82(FIN)
;V ev Tnxc Underlined I DELETED TEXT BRACKETED i

£ccc -



it is unable to provide the required participadng share or that the participating share 

required under this section will jeopardize receipt of federal assistance, the 

commissioner may waive all or a portion of the required participating share.

(e) State funds provided under this chapter may not be a source of the 

participating share required under (b) or (c) of this section.

* Sec. 4. AS 14.11.011 is amended to read:

Sec. 14.11.011. GRANT APPLICATIONS, (a) A municipality that is a 

school district or a regional educational attendance area may submit a [GRANT] 

request to the department for a [SCHOOL CONSTRUCTION] grant under this 

chapter.

(b) For a municipality that is a school district or a regional educational 

attendance area to be eligible for a [SCHOOL CONSTRUCTION] grant under this 

chapter, the district shall submit

(1) a six-year capital improvement plan that includes a description of 

the district’s fixed asset inventory system and preventive maintenance program no later 

than September 1 of the fiscal year before the fiscal year for which the request is 

made; the six-year plan must contain for each proposed project a detailed scope of 

work, a project budget, and documentation of conditions justifying the project;

(2) evidence that the district has secured and will maintain adequate 

property loss insurance for the replacement cost of all facilities for which state funds 

are available under AS 14.11.005 or 14.11.007 or has a program of insurance 

acceptable to the departmenq and

(3) evidence acceptable to the department that the proposed project 

should be a capital improvement [CONSTRUCTION] project and not pan of a 

preventive maintenance program or regular custodial care program.

* Sec. 5. AS 14.11.013(a) is amended to read:

(a) With regard to projects for which grants are requested under AS 14.11.011, 

the department shall

(1) annually review the six-year plans submitted by each district under 

AS 14.11.011(b) and recommend to the board a revised and updated six-year capital 

improvement project [CONSTRUCTION] grant schedule that serves the best interests

WORK DRAFT WORK DRAFT WORK DRAFT

-3- CSHB 82(FIN)
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of the state and each district; in recommending projects for this schedule, the 

department shall verify that each proposed project qualifies as a project required to

(A) avert imminent danger or correct life-threatening situations;

(B) house students who would otherwise be unhoused;

(C) protect the structure of existing school facilities;

(D) correct building code deficiencies that require major repair 

or rehabilitation in order for the facility to continue to be used for the 

educational program;

(E) achieve an operating cost savings;

(F) modify or rehabilitate facilities for the purpose of improving 

the instructional program;

(G) meet an educational need not specified in (A) - (F) of this 

paragraph, identified by the department;

(2) prepare an estimate of the amount of money needed to finance each

project;

(3) provide to the governor, by November 1, and to the legislature 

within the first 10 days of each regular legislative session, a revised and updated 

six-year capital improvement project [CONSTRUCTION] grant schedule* together 

with a proposed schedule of appropriations.

* Sec. 6. AS 14.11.013(b) is amended to read:

(b) In preparing the capital improvement project [CONSTRUCTION] grant 

schedule, the department shall establish priorities among projects for which grants are 

requested and shall award [SCHOOL CONSTRUCTION] grants in the order of priority 

established. In establishing priorities, the department shall evaluate at least the 

following factors:

(1) emergency requirements;

(2) priorities assigned by the district to the projects requested;

(3) new local elementary and secondary programs;

(4) existing regional, community, and school facilities, and their

condition; and

(5) alternate education program options for accomplishing the project’s

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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objectives.

* Sec. 7. AS 14.11.015 is amended to read:

Sec. 14.11.015. APPROVAL OF GRANT APPLICATIONS, (a) The board 

shall review grant applications that have been recommended by the department under 

AS 14.11.013, and may approve a grant application if the board determines that the 

project meets the criteria specified in AS 14.11.013(a)(1). The department may not 

award a [SCHOOL CONSTRUCTION] grant unless the grant application is approved 

by the board.

(b) To the extent that money is available in the appropriate fund, the

[THE] department snail award grants approved under (a) of this section in the order 

of the projects’ pritrity on the date the appropriation bill funding the appropriate 

[SCHOOL CONSTRUCTION] grant fund is passed by the legislature, regardless of 

any appeal pending under AS 14.11.016. Appeals pending under AS 14.11.016 at the 

time that grants are awarded may not delay the funding of grants awarded under this 

section.

(c) If a project is assigned a new priority ranking under AS 14.11.016 after the 

date of passage by the legislature of the appropriation bill for the appropriate 

[SCHOOL CONSTRUCTION] grant fund, the project must be funded from the 

appropriate fund in accordance with the new priority ranking at the next time that 

[SCHOOL CONSTRUCTION] grants are awarded.

* S' ' \S 14.11.017 is amended to read:

Sec. 14.11.017. [SCHOOL CONSTRUCTION] GRANT CONDITIONS. (*' 

The department shall require in the grant agreement that a municipality that is a school 

district or a regional educational attendance area

(1) agree to construction of a facility of appropriate size and use that 

meets criteria adopted by the department if the grant is for school construction:

(2) provide reasonable assurance by a means acceptable to the 

department, that the cost of the project will be uniform with the costs of the most 

current construction or m ajor maintenance projects, as appropriate, in the area;

(3) agree to limit equipment purchases to that required for the approved 

project [SCHOOL CONSTRUCTION] plan submitted under (5) of this subsection

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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and account for all equipment purchased for the project under a fixed asset inventory 

system approved by the department;

(4) submit project budgets for department approval and agree that the 

grant amount may, at the discretion of the department, be reduced or increased by 

amounts equal to the amounts by which contracts vary from the budget amounts 

approved by the department; and

(5) submit to the department for approval, before award of the 

[CONSTRUCTION] contract, a plan for the project [SCHOOL CONSTRUCTION] 

that includes educational specifications, final [CONSTRUCTION] drawings, and 

contract documents.

(b) The cost of any school construction or major maintenance activity 

encompassed by the definition of "costs of school construction" under AS 14.11.135 

is payable under a grant awarded from the appropriate fund under AS 14.11.015 

without regard to whether the costs were incurred before [PRIOR TO] the

(1) award of the grant;

(2) approval of the grant application by the board; or

(3) effective date of an appropriation to the appropriate [SCHOOL 

CONSTRUCTION] grant fund for the year in which the grant is funded.

* Sec. 9. AS 14.11.017 is amended by adding a new subsection to read:

(c) The department, by regulation, may establish the time period in which 

activities described in (b) of this section must have occurred in order to be paid under 

a grant.

* Sec. 10. AS 14.11.019 is amended to read:

Sec. 14.11.019. [SCHOOL CONSTRUCTION] GRANT APPROPRIATIONS. 

Within the general appropriation bill submitted to the legislature under AS 37.07.020, 

the gcvemor shall include an appropriation for [SCHOOL CONSTRUCTION] grants 

in the succeeding fiscal year as determined by the six-year capital improvement 

project [CONSTRUCTION] grant schedule prepared under AS 14.11.013.

* Sec. 11. AS 14.11.135 is repealed and reenacted to read:

Sec. 14.11.135. DEFINITIONS. In this chapter, unless the context requires 

otherwise,

:SHB 82(FIN)--------- . -6-
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(1) "approved school construction project" means the plan for a new 

school or an addition to or major rehabilitation of an existing school to the extent that 

the plan has been approved by the commissioner under AS 14.07.020(a)(ll);

(2) "capital improvement project" or "project" means school 

construction or major maintenance;

(3) "costs of school construction" means the cost of acquiring, 

constructing, enlarging, repairing, remodeling, equipping, or furnishing of public 

elementary and secondary schools that are owned or operated by the state, a 

municipality, or a district and includes the sum total of all costs of financing and 

carrying out the pro^ct; these include 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, reconstruction 

and improvement of i eal property and the acquisition of machinery and equipment that 

may be necessary m connectioq 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 indemnity and surety bonds and premiums on insurance, legal fees, fees and 

expenses of trustees, depositaries, financial advisors, and paying agents for the bonds 

issued as the issuer considers necessary;

(4) "district" means the districts described in AS 14.12.010;

(5) "grant" means a grant under this chapter for school construction or 

for major maintenance;

(6) "major maintenance" means a project described in

AS 14.11.013(a)(. ,C )or(D );

(7) "school construction" means a project described in

AS 14.11.013(a)(1)(A), (B), (E), (F), or (G).

* Sec. 12. AS 37.16 is amended by adding a new section to read:

Sec. 37.16.010. EDUCATIONAL FACILITIES MAINTENANCE AND 

CONSTRUCTION FUND. (a) The educational facilities maintenance and 

construction fund is established as a separate fund in the general fund. The fund 

consists of all money appropriated to it.

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(b) The educational facilities maintenance and construction fund shall be 

invested by the Department of Revenue so as to yield competitive market rates, as 

provided in AS 37.10.071. Money in the fund may be appropriated

(1) to finance the design, construction, and maintenance of public 

school capital-prqjeetst and

(2) for maintenance of University of Alaska Gapital-projects.

* Sec. 13. APPLICABILITY. The changes made by this Act apply to grants awarded 

under AS 14.11.005 - 14.11.019 after June 30, 1993.

* Sec. 14. This Act takes effect July 1, 1993.
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A M E N D M E N T

O F F E R E D  IN T H E  H O U S E  FINANCE C O M M I T T E E  

TO: CS F O R  H B  NO. 82

P a g e  2, line 30:

D e l e t e  "regional educat i o n a l  a t t e n d a n c e  area" 

I n s e r t  "district" *
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S t a t e  o p  a  t .a . s t t a  
arncE ar the qovcrnqr 

J t r i r s j k . t r

January 22, 1993

The Honorable Rick Halford 
President of the Senate 
Alaska State Legislature 
'State Capitol 
Juneau, A K  99801-1182

Dear President Halford:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I a m  
transmitting; a bill that changes the existing school construction grant program in 
A S  14.11. During 1992 the facilities committee of Alaska 2000 discussed the 
existing method of allocating school construction, grants. This bill, if enacted 
into law, divides grants under the program into two categories, provides a 
separate fund for each of the categories, and requires school districts to provide 
a participating share in order to obtain a grant.

The main thrust of the bill is to separate grants under the existing program into 
two categories —  grants for school construction and grants for major maintenance 
of school facilities —  and to create a separate grant fund for the major 
maintenance projects. Major maintenance projects are those necessary to protect 
the structure of existing school facilities or to correct building code deficiencies 
that require major repair or rehabilitation in order for the facility to continue to 
be used for the educational program.

Existing A S  14.11.005 creates the school construction grant fund; this bill adds a 
major maintenance grant fund. Legislative appropriations for the two different 
types of school facility projects will go into the appropriate fund and will be 
subject to the existing grant procedures in A S  14.11. T h e  bill makes amendments 
to those grant procedures to acknowledge the separate categories. T h e  bill also 
makes conforming amendments to A S  14.03.150(c) and A S  14.07.020(a) (11). 
Separation of the two types of projects allows separate prioritization of projects, 
and should result in an improved planning and funding process.

The bill also adds a requirement that, in order to receive a school construction or 
major maintenance grant, a school district must provide a participating share of 
the project cost. T h e  participating share for a city or borough school district is 
based on the full and true value of the taxable real and personal property in the



♦

district as of a certain date, and on the district's average daily membership 
( A D M ) . A  district with a relatively higher property value per A D M  will have a 
relatively higher percentage participating share. City and borough school 
districts will be required to prdvlfilffla participating share beginning with, grants 
awarded in fiscal year 1994.

A  regional educational attendance area (REAA) participating share is a set 
percentage of the project cost, although the commissioner of education is 
authorized to waive all or a portion of the required participating share under 
certain circumstances. Under the bill, R E A A s  will not be subject to the 
requirement for a participating share until fiscal year 1995.

In addition, the bill adds a new subsection to A S  14.11.017. Existing 
A S  14.11.017(b) authorizes use of grant money under the program to p a y  the cost 
of certain activities even if the costs were incurred before the grant application 
was approved, the grant was awarded, or money was appropriated for the grant. 
N e w  A S  14.11.017(c) would clarify that the Department of Education can establish 
the time period in which those activities must have occurred in order to be paid 
under ihe grant.

These changes in the w a y  the school construction grant program operates should 
improve the educational environment of our students and increase the 
responsibility of school districts in planning for, requesting, and using grant 
mo n e y  for school facilities. I urge your early and favorable consideration of this 
important legislation.

The Honorable Rick Halford
January 22, 1993
Page 2
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K E N A I  P E N I N S U L A  B O R O U G H
—cvv.

•v*

144 N. BINKLEY • SOLDOTNA, ALASKA 99669 
PHONE (907) 262*4441

POSITION PAPER 
KENAI PENINSULA BOROUGH 

• SB 59 and SB 60 
HB 8 2 'and HB 83 

School Construction Grants 
February 8, 1993

The K enai P en insu la  B orough A ssem bly has not taken a
position on SB 59/60 and HB 82/83. However, the Assembly has 
consistently  been on record as supporting m atching grant program s 
w ith the local match requirem ent of 30% or less. The follow ing 
com m ents are from the Kenai Peninsula Borough A dm inistration and
I believe generally re fle c t ' the feelings of both the Assem bly and
School Board.

1. The K enai Peninsula' Borough supports the concepts- embodied 
in  SB 59 and HB 82 with the following exceptions:

*

A, The percentage, of participation should be fixed; i.e. 15%,
30%, etc. instead o f a sliding scale from 30% up to 55%. 
The sim pler the program, the easier it is to explain to 
voters when they are asked to approve bonds for school 
construction. The program - that was in place fo r many 
years w as a reim bursem ent program  w hich was no t
fixed. Com m unities could never, w ith certain ty , tell
voters how much the school projects were going to cost.
We -do not object to an ability to pay. schedule.

B. The construction grant' fund and- the m ajor m aintenance 
grant fund make imminent sense; the use of current HB 
‘37 • criteria does' not. It is our feeling that the priority 
process, the plan review, and approval process, and the 
design criteria from which the state will pay should all be 
revisited  and the HB 37 evaluation process should be 
sc rap p ed .

DON GILMAN 
MAYOR
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SB 59 and SB 60 
HB 82 and HB 83 . 
2 / 8 / 9 3  
Page 2

2 . The K enai Peninsula Borough supports SB 60 and HB 83 if  a 
d e c is io n  has b een  reach ed  by  the a d m in is tra tio n  and  
le g is la tu re  th a t sch o o l co n s tru c tio n  p ro g ram s sh o u ld  be 
achieved w ith use o f cash instead of bonds. I t  is our opinion 
th a t th e re  is n o t enough m oney  in  reg u la r  general fund 
revenues and various other fund balances to carry out a $600 
m illio n  program  over a four-year period w ithou t using  tUs 
undistributed incom e account. Further, i t  is our opinion that if  
the und istribu ted  incom e account is  going to  be used for 
any th ing , education construction  is probably  a  preferred  area 
fo r expenditure.

T he K enai P en in su la  B orough does no t oppose a bonding  
program . Bonding is an entirely  different topic than w hat is 
em bodied in  SB 59 and HB 82.

If  w e can be of assistance to you or your staff on this im portant 
m atter, please feel free to call upon us.



W A L T E R  J . H IC K E L ,  G O V E R N O R

O F F I C E  O F  T H E  G O V E R N O R P.O. BOX 110020
JUNEA U. ALASK/\ 99811.0020
PHONE: (907) 465-3568

OFFICE OF MANAGEMENT AND BUDGET FAX: (907) 465-2090

M a r c h  9 ,  1 9 9 3
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ti!) $3
T h e  H o n o r a b l e  C y n t h i a  T o o h e y  
T h e  H o n o r a b l e  C o n  B u n d e
C o - C h a i r s ,  H o u s e  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
C a p i t a l  R o o m  1 0 4  
J u n e a u ,  A K  9 9 8 0 1

D e a r  R e p r e s e n t a t i v e s  T o o h e y  a n d  B u n d e :

O n  b e h a l f  o f  t h e  G o v e r n o r ,  I a m  r e q u e s t i n g  a n  a m e n d m e n t  t o  H o u s e  B i l l  8 3  t o  r e f l e c t  f u l l  
f u n d i n g  f o r  t h e  K e t c h i k a n  H i g h  S c h o o l  p r o j e c t .  T h e  a m e n d m e n t  w o u l d  i n c r e a s e  t h e  h i g h  
s c h o o l ' s  f u n d i n g  f r o m  $ 6 , 6 5 1 , 0 0 0  t o  $ 9 , 5 0 1 , 6 0 0 .

T h e  o r i g i n a l  i n t e n t  o f  b o t h  H o u s e  B i l l  8 2  a n d  8 3  w a s  t o  s e t  u p  a  s c h o o l  f u n d i n g  p r o g r a m
t h a t  i n c l u d e d  a  l o c a l  m a t c h  f o r  s t a t e  f u n d e d  p r o j e c t s .  T h e  f u l l  a m o u n t  f o r  K e t c h i k a n
G a t e w a y  B o r o u g h ' s  r e q u e s t  w a s  $ 9 , 5 0 1 , 6 0 0 .  T h e  a m o u n t  r e f l e c t e d  i n  H o u s e  B i l l  8 3  w a s  
r e d u c e d  b y  i s  $ 2 , 8 5 0 , 5 0 0 ,  w h i c h  r e f l e c t s  t h e  c o m m u n i t y  m a t c h  a m o u n t .

I t  s h o u l d  b e  n o t e d  t h a t  t h i s  p r o j e c t  h a s  b e e n  o n g o i n g  f o r  s e v e r a l  y e a r s .  B a s e d  o n  a d d i t i o n a l  
i n f o r m a t i o n  p r e s e n t e d  t o  t h e  D e p a r t m e n t  o f  E d u c a t i o n  b y  t h e  K e t c h i k a n  G a t e w a y  B o r o u g h ,  
i t  i s  c l e a r  t h e  B o r o u g h  h a s  a l r e a d y  s a t i s f i e d  a n y  m a t c h  t h a t  m a y  b e  r e q u i r e d  a s  a  r e s u l t  o f  
t h i s  l e g i s l a t i o n .  I t  i s  t h e r e f o r e  r e q u e s t e d  t h a t  t h e  a m o u n t  f o r  t h e  K e t c h i k a n  H i g h  S c h o o l  
p r o j e c t  b e  a m e n d e d  t o  $ 9 , 5 0 1 , 6 0 0  i n  H o u s e  B i l l  8 3 .

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

S i n c e r e l y ,

c c :  J e r r y  C o v e y ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  E d u c a t i o n
R i c h a r d  C l e v e n g e r ,  S u p e r i n t e n d e n t ,  K e t c h i k a n  G a t e w a y  B o r o u g h  S c h o o l s

•A32LH



L o w e r
K u s k o k w i m
S c h o o l
D i s t r i c t

S. ?,?'. iy 
Admb. . . .A s s is t a n t  

P.O. Box 305 • Bethel, Alaska 99559 
907 543-4830 Ext. 812, 813

March 25, 1993

Representative Lyman Hoffman 
P. 0. Box V 
Juneau, Alaska 99811

Dear Representative Holfman:
We have just reviewed jthe CS for HB82 and have major problems with the proposed 
changes as delineated below:
The proposed changes -which would mandate a 20% match by the Lower Kuskokwim 
School District for school construction or major maintenance funds would preclude 
the District from any major construction projects. As an example, the proposed middle 
school In Bethel is projected to cost $18,917,000. Twenty percent of that Is 
$3,783,400. We slmplyjdo not have the resources to raise that kind of money. By law, 
REAAs £ 7 9  not able to levy taxes or to issue bonds as city and borough school 
districts are able to. ; The only possible source of funding would be If the State 
would let us keep all non-State of Alaska Foundation Entitlement Revenue that the 
District generates (such as PL874 funds); however even that is extremely unreliable 
and subject to sudden qhanges.

The LKSD prefers the o_______ r   ;riglnal language In HB82 which sets our participating share at
one percent in the school year which begins In 1994, and increases by 1.4 percent In 
each of the two succeeding years to total a 2.8 percent Increase, and also allows for 
a waiver process.
Sincerely,







SENAT^ ,NANCE C0MM,TTEE R ^ 0RT
DATE: 4/28/93 FURTHER:

DATE TURNED INTO O FF IC E :_______

The Finance Committee considered CS FOR HOUSE BILL NO. 82(FIN)

"An Act relating to school construction grants and major maintenance grants to spffool districts; 
providing for school district participation in the cost of school construction and majpr maintenance; 
creating a  major maintenance grant fund; creating an education facilities^yiaintenance and 
construction fund; and providing for an effective date."

[ ] rep lace wi 
or [ ] adopt prev ious 
[ J a t ta ch e s  amendrnent(s)

] same title 
] new title 
] technical 

title change 
(HB only)

[ ] adop ts
[ ] further referra l to the

[ j do p a ss  
[ j do not p a s s  
[ ] no recommenda tion  
[ j ind iv idua l recommenda t ion s

Departm ent Date Zero cat

✓

( ] Appropriation No F isca l N o t^

DO PASS: / OTHER P.tCQMMENDAT!ONS:

1. 2.
Co-Chair: S i g n a t u r e / R e c o m m e n d a t i o n Co-Chair: S i g n a t u r e / R e c o m m e n d a t i o n
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"An Act providing that a school district will participate in the school construction grant 
program; creating a school major maintenance account; and providing for an effective 
date."

This bill will facilitate the construction of more school facilities than would be possible 
with an equal appropriation under the current procedure. It is likely this will result in a 
greater number of grant requests inasmuch as the possibility of having a project funded 
will be greatly increased. The increased number of grants and grant awards will place an 
additional clerical burden upon the facilities section. Along with the increased clerical 
burden will be the responsibility to evaluate a greater number of grant proposals and to 
ensure that proper matching funds have been identified foi each proposal. This bill 
establishes a major maintenance account to fund projects that will prolong the life of a 
facility or provide necessary code upgrades. This will require extensive on-site reviews.

It is anticipated that facilities administrators from a cross section of school districts will 
be invited to participate in the development of standards for school maintenance 
programs. It is anticipated that such standards will be included in either regulations 
governing application for major maintenance grants, or the grant agreement itself. Funds 
for the development of standards are requested in the contruactual line.

Two additional positions are necessary to ensure grant awards and management are 
consistent with this legislation. Personal services costs are assumed to increase 3% per 
year after the first year. Equipment cost are SI8.0 the first year and $3.0 for replacement 
thereafter.

Funding for the CIP Overhead and Associated Costs component will be based upon a 
percentage charge from the school construction grant account, school major maintenance 
account, and inter-agency receipts originating from the Alaska debt retirement fund. For 
this fiscal note, funding is CIP Receipts derived proportionally from the school 
construction grant account and the school major maintenance account appropriations.

Personal Services: $86.3

Project Assistant (16B) $52.8
Clerk Typist III (8B) $33.5

Travel: $13.4

Project Assistant travel
Air fare for 15 site visits (15 x 700 =10.5) 
Per Diem for 30 days (30 x 95 =2.9)

$13.4



Position  T it le
Proiect Assistant

T im e S ta tu s S ta ff M on th s
P F T  12

T Y P E  O F  E X P E N D IT U R E Am oun t
Sa la ry 3 7 .8
Benefits 1 5 .0
P rem ium  I ’nv
O ther

.'Iltld! Personal Semces • 5 2 .8
IVavel 1 3 .4
C on tra c tua l 5 .8
C om n iod itie s .6
Enu im nen t 9 .0
O ther

'It ita l Cost 8 1 .6
I FU N D IN G  SO U R C E  FO R  TO TAL C O ST

Federa l R ece ip ts 1002
G.F. M atch 1003
Genera l F un d  1001
I A R ece ip ts 1(H>7
( tIP  R ecem ls 1001 81 .6
O th er

No. of Positions iBijmmjram mm
R ange I S tep

16B
Barg. Unit

GGU
location

Jun eau
Election District

3 , 4

and v e r i f y i n g  t h a t  
A d d i t i o n a l l y ,  th e  p o s i t i o n

Request For 
New Position

AGENCY E d u c a t io n

BRU E x e c u t iv e  A d m in is t r a t io n

COMPONENT CIP Overhead and A ssociated  Costs

I'nge o f

Revised Dale:



Sir-

Development of facility standards and regulations $ 6.0
Phone lines 2 positions @ $300/ year $ . 6
Additional funds for hearing officer/court reporter $ 5.0

Supplies: $ 1.2

Supplies for 2 positions @ $600 each $ 1.2

Equipment: $18.0

Office Furniture (desks, files, partitions, etc. 2 positions $ 6.0
Computer Equip. ( Computers/ printer for 2 positions) $ 12.0

JuM.

Contractual: $11.6

1/11/93

FY 94 Total $130.5



 iiwiwi juwiai —i .-siw:njutt.u.w
Position  T it le

Clerk T yp ist I I I
No. of Positions Hang;; I Step 8B Hart*. Unit

GGU
Time Status

PFT
Staff Months

12
location

Juneau
Election District

3, 4

TY m i i l  E X P EN D !! U i? lL  
Sa la ry__________________
[k n c l i t s
P rem ium  Pay
O ther

H ave l
..u»ia! i&amal &mc«

-AiuwuiL

C on tra c tua l
C om m od itie s
K ou inm cnt

'Ih ta l Oust
R IN D IN G  SO U RC E  R )K  TO T A I. CO ST

Federal R ece ip ts 1002
G .E M a t r l i ;<K)i
G enera l Fond 1001
1A Receip ts 1007
C I I ’ R ece ip ts IQIil
O ther

22.6
10„9

33.S

5.8
.6

9.0
48.9

48 „9

J u s tif ic a tio n
It is anticipated that contracts with school districts, 
auditors, and municipalities will at least double as a 
result of this bill. This position is necessary to meet 
the additional administrative support requirements 
generated by this legislation.

r z R e q u e s t  F o r  

N e w  P o s i t i o n

AGENCY Education

HKij Executive AJministration

COMPONENT CIP Overhead and A ssociated  Costs

67}
0Q
V

S = ^
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T i t le :

S pon so r:
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R u le s
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OTHER 0 0 0 0 0 0
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F I S C A L  N O T E No.

Revision Oate:_____________________
Title:

STATE OF .ALASKA
1993 LEGISLATIVE SESSION

Bill Version: h b  82

□apt. Affected: 
BRU:

(H) Publish Date: 1 /2 2 /9 3  
Education________________

Relating to t he School Construction 
Grant Program; C reating a School Major Maint. A cct.Component: 
Sponsor: Senate Rules_________________________

Executive A dm inistration 
CIP Overhead and Associated 
Costs

Requestor Governor COMPONENT SERIAL NO. 156

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY94 FY95 FY96 FY97 FY98 FY99

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

86.3 88.9 91.6 94.3 97.1 100.1
13.4 13.4 13.4 13.4 13.4 13.4
11.6 11.6 11.6 11.6 11.6 11.6
1.2 1.2 1.2 1.2 1.2 1.2

18.0 3.0 3.0 3.0 3.0 3.0

TOTAL OPERATING 130.5 118.1 120.8 123.5 126.3 129.3

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts .

1006 GF/MHTIA
Other 1061 CIP Receipts 130.5 118.1 120.8 123.5 126.3 129.3
TOTAL 130.5 118.1 120.8 123.5 126.3 129.3

POSITIONS:
FULL-TIME 2.0 2.0 2.0 2.0 2.0 2.0
PART-TIME
TEMPORARY
Estimata of current year (FY93) impact 4

ANALYSIS: (Attach a separate page if necessary)

SEE ATTACHED

Prepared by: Gary M._Bader________________________________________Phone: 465-8650
Oivision: A dm inistrative Services „______________________  Date: Januar.y 11. 1993

Approved by Commissioner:   Date: /
Agency: Department of Education________________________' ^
C O M M I T T E E  T0 PR0VIDE ALL DISTn|BUTI0N C0PIES10 governor's leg is la t ive  office

For further distribution information call the Governor’s Legislative Office
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WALTER J. HICKEL
GOVERNOR

January 22, 1993

Th e  Honorable R a m o n a  L. Barnes 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear Speaker B arnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I a m  
transmitting a bill that changes the existing school construction grant program in 
A S  14.11. During 1992 the facilities commiti je of Alaska 2000 discussed the 
existing method of allocating school construction grants. This bill, if enacted 
into law, divides grants under the program into two categories, provides a 
separate fund for each of the categories, and requires school districts to provide 
a participating share in order to obtain a grant.

T h e  main thrust of the bill is to separate grants under the existing program into 
two categories —  grants for school construction and grants for major maintenance 
of school facilities —  and to create a separate grant fund for the major 
maintenance projects. Major maintenance projects are those necessary to protect 
the structure of existing school facilities or to correct building code deficiencies 
that require major repair or rehabilitation in order for the facility to continue to 
be used for the educational program.

Existing A S  14.11.005 creates the school construction grant fund; this bill adds a 
major maintenance grant fund. Legislative appropriations for the two different 
types of school facility projects will go into the appropriate fund and will be 
subject to the existing grant procedures in A S  14.11. T h e  bill makes amendments 
to those grant procedures to acknowledge the separate categories. T h e  bill also 
makes conforming amendments to A S  14.03.150(c) and A S  14.07.020(a)(11). 
Separation of the two types of projects allows separate prioritization of projects, 
and should result in an improved planning and funding process.

T h e  bill also adds a requirement that, in order to receive a school construction or 
major maintenance grant, a school district must provide a participating share of 
the project cost. T h e  participating share for a city or borough school district is 
based on the full and true value of the taxable real and personal property in the

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR J UNEAtJ

COPY



district as of a certain date, and on the district's average daily membership 
( A D M ) . A  district with a relatively higher property value per A D M  will have a 
relatively higher percentage participating share. City and b . ough school 
districts will be required to provide a participating share beginning with grants 
awarded in fiscal year 1994.

A  regional educational attendance area (REAA) participating shai’e is a set 
percentage of the project cost, although the commissioner of education is 
authorized to waive all or a portion of the required participating share under 
certain circumstances. Under the bill, R E A A s  will not be subject to the 
requirement for a participating share until fiscal year 1995.

In addition, the bill adds a n e w  subsection to A S  14.11.017. Existing 
A S  14.11.017(b) authorizes use of grant money under the program to pay the cost 
of certain activities even if the costs were incurred before the grant application 
was approved, the grant was awarded, or money was appropriated for the grant. 
N e w  A S  14.11.017(c) would clarify that the Department of Education can establish 
the time period in which those activities must have occurred in order to be paid 
under the grant.

These changes in the w a y  the school construction grant program operates should 
improve the educational environment of our students and increase the 
responsibility of school districts in planning for, requesting, and using grant 
m o n e y  for school facilities. I urge your early and favorable consideration of this 
important legislation.

The Honorable Ramona L. Barnes
January 22, 1993
Page 2
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F I S C A L  N O T E No. 1

(W wO tm . January 22, 1993_______________
Htla: An'Act making appropriation for -
construction and major, maintenance of scnoois

S T A T E  OF ALASKA
1993 LEGISLATIVE SESSION

Bill Version: H B  83

(H) Publish Date: 1 / 2 2 / 9 3

SpOAMR

RiRMtfen
Rules tiommntee by Request ot (Governor

o«*t.A«octe* Department of Revenue 
[sfiU:. ~AFK."r~~~
CimpOfteflO ~KPFC

ExuandiUiras/Rsvenuw:

COMPONENT SERIAL NO. 

mvwmd* of OaJUr*!

W

OPHWTHM FY94 FYSS FY98 FY97 FY98 FY9B
PERSONAL SERVICES =
TRAVEL - =

CONTRACTUAL'
SUPPLIES
EOUIPMENT — -

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS . . . . .

TOTAL OPERATING -----------

CAPITAL •. -0-. -zu:- r  -u- -U““ r - = o r ~ r ^ - = -
>8

REVENUEFUSBSOURCEII041 PF earnlndfe ..'.tQ - JCl3*QQQ.01013-.COO'.OKlS,000.0 615,000.1)) fia.000
FUNDING:

‘
(Thounnde of Oellenl ■==

1002 Pad anlReceipa
1003 OFMetel) ?.. l
1004 GF
1005 Gf/Pra«iim fteapts
»008 GFfMHTTA x/ • •
Other 10̂ 1 PF e a rn in g s -0- -0- -0- -0- -b-
TOTAL
P08fn0Ntt:
fUli-TIMf; 1 . . t
PART-TIME
TEMPORARY .................1
EatfmtU *4 Mrrut year (FYS3) Impact; * .M*
ANALYSIS: (Attach «upeme p«ae if nieweary) - 1

See attached two pages.

/ .

HI., 
iii i!

Prepared by: William H. Scott, Executive Director _ Phoor. 465-2047 —

Approved by Carrroaaknyr:

l«wor: ' ft'* ;
  One /

/

(flirnif3tt[kwak/CM
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A laska Permanent Fund Corporation

FIN A N C IA L PR O JEC TIO N S 
(ia millions)

as of December 31,1992

GROWTH OF FUND PRINCIPAL

Dedicated infUufon-
FY Begin Appro= Stale Inflation* FY End Proofing

HI Befrnce prteflone Revenuee1 Proofing Balance Shortfall

12,319 
13,123 
13,976 
14,872 
15,800 
16,997 
1S#6 
19r534 
20*87 
22,308 
23*78 
24*68 
2ft 350 
27,7*3 
29*20 
30*92 
2,233

241 5*5 13,125
249 002 io*»
255 640 1M72
248 610 15,800
235 982 18,987
200 1,032 18*39
188 1,106 19,534
172 1,182 20387
198 1,263
143 1,225 23*70
129 1,184 24*88
115 1,248 28*50
102 1,311 27,763
79 1,379 29,220
25 1,447 30*92
25 1,516 32*33
22 1,590 33,848

REALIZED RATE OP RETURN ASSUMPTIONS:

Nominal Inflation Real
8.33% 3.01% 5.32V.
8.10% 4.50% 3.60%
9.00% 6.00% 3.00%

1,108 542 505
1,177 589 602
1,249 592 040
1*26 623 080
1,589 675 962
1,675 735 1,032
1,782 798 1,106
1*92 966 1,182
2*04 937 1,28
2,119 994 1,225
2,237 1,064 1,164
2,380 1,114 1*46
2,488 1,177 1,311
2,020 1,242 1,379
2,755 1,301 1,447
2,894 1,377 1,516
3,039 1,449 1,500

* Department ol Revenue Fal 1992 Iw-Case Revenue Faecal,
** Earning* resow# appreprlated to Fund principal by Bio IflgfetaUve July 1,1987. 
'** Based on capital market aKUffpfoni adopted by the Board of Trustees In March

*150 MILLION APPROPRIATED FROM EARNINGS RESEFIVES 7/1/03
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Alaska Permanent Fund Corporation
FINANCIAL PRO JECTIO N S 

(la millions)

as of December 31,1992

GROWTH OF FUND PRINCIPAL

Dedicated inftrtion-
FY Begin Appro- Stale Inflation* FY End ProoUng
Balance prtettone Revenuee* Proofing Belence Shortfall

0
54

139
4W

1,799
3,969
4,021
4*36
5741
6*91
7*64
1*85
9,173
9*94

10.888

54 54
84 139.

344 463
385 1,789
400 2*69
421 231 4,021
366 151 4,838

5,741368 235
323 216 6,281

** 170 148 7*64
418 303 8,565
229 360 9,173
267 454 9*94
435 559 10*83
338 477 11,703

M O M S
12,319
13,125
13*76
14*72
15*00
18*97
18*39
19*34
20*87
22,308
23,798
25*55
26*29
28,058
29*21
31*14
32*71

241
249
258
246
236
200
189
172
158
143
129
115
103
79
25
25
22

565
602
540
S80
962

1,032
1,106
1,182
1,263
1,347
1*27
1*59
1*25
1*93
1,462
1,532
1,607

13,125
13*76
14*72
15*00
16*67

19,534
20*87

23,796
25*55
26,629
28*58
29*28
31*14
32*71
34,200

108
2S3
279
295
312
330
349

USE OF FUND INCOME

D istr ib u tio n s Reserves
Net

Income Dividends
Inflation- General 
Proofing Fund

Add
(Delete)

FY End 
Balance

2 1
8 7

32 12 12
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354
530 173 151 203 557
658 217 235 206 763

1*21 303 216 501 1*64
1,069 391 148 529 529
789 424 303 62 591
868 460 360 4 44 630
916 487 454 4 (30) 605

1,030 489 559 4 (24) 581
1,036 488 477 5 64 645

1,121 543 555 12 847
1,190 572 602 16 864
1*64 596 640 27 890
1*41 626 880 32 923
1*87 663 962 (58) 365
1*93 743 1,032 (82) 783
1,802 807 1,106 (111) 672
1*12 875 1,182 (145) 526
2,1 8 947 1,263 (184) 342
2,141 1,003 1,347 (211) 131
2*61 1,035 1*27 (131)
2,386 1,125 1*59
2,514 1,189 1,325
2*48 1*55 1,393
2,784 1*22 1*62
2*24 1*92 1*32
3*71 1.464 1*07

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Reel
KjQrtMgr Hg&jtS 8.33% 3.01% 5.32%

8.10% 4.50% 3.60%
9.00% 0.00% 3.00%

* Department of Revenue Fal 1992 Low-Case Revenue Forecast.
" Earrings reserve appropriated to Fund principal by tie Legislature July 1,1987. 
"* Based on capital market assumptions adopted by the Boerd of Trustees In htarch

STATUS QUO



1993 LEGISLATIVE SESSION
Revision Date: March 31,1993

Title:

STATE OF ALASKA
F I S C A L  N O T E

BILL NO. CS House Bill 83 (HESS)

Sponsor:

Requestor:

•An Act making appropriations from the constitutional budget 
reserve fund under Art. IX, sec. 17(c0 of the Alaska Constitution 
for construction and major maintenance of schools; and providing 
for an effective date.*_____________________________________________________

House Rules Committee by Request of the Governor

Dept. Affected: 

BRU :

Component:

Department of Revenue

APFC

APFC

COMPONENT S E R IA L  NO. 109

O PERATIN G FY94 FY95 FY96 FY97 FY98 FY99

PERSO N A L S E R V IC E S  

TR A V EL

CO N TRACTUAL .

S U P P L IE S

EQUIPM ENT

LAND & S T R U C T U R E S

G RAN TS, CLAIM S

M ISCELLAN EO U S

TO TA L O PERA TIN G -0- -0- -0- -0- -0- -0-

C A P ITA L -0- -0- -0- -0- -0- -0-

REV EN U E FUND SO U R C E : -0- -0- -0- -0- -0- -0-

FUNDING:_____________________________   • ______________ (Thousands of Dollars)

1002 Federal Receipts

1003 G F  Match

1004 G F ,

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TO TAL -0- -0- -0- -0* •0" -0-

PO SITIO N S:

FULL-TIM E

PART-TIM E

TEM PO RA RY

Estim ate of current year (FY93) Im pact: SO

A N A LYS IS : (Attach a separate page if necessary)

This bill has no fiscal impact on the A laska Permanent Fund Corporation.

Prepared by:

Division:

Approved by
Commissioner:
Agency:

(Rev 11/92) 93lisno.xls/D8R

i/illiam H. Scott, Executive Director

^Alaska Permanent Fund Corporation

Phone:

Date:

Date:

465-2047

March 31 ,1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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STATE OF ALASKA
1993 LEGISLATIVE SESSION
Revision Date: March 31,1993

F I S C A L  N O T E
FVersion: c s h b  8 3 ( h e s )

(H) Publish Date; 4 / 2 / 9 3

Title: 'An Act making appropriations (rom the constitutional budget
reserve fund under Art. IX, sec. 17(c0 of the Alaska Constitution 
for construction and major maintenance of schools; and providing 
for an effective date."

Dept. Affected: 

BRU :

Component:

Department of Revenue

APFC

APFC

Sponsor:

Requestor:

House Rules Committee by Request of the Governor

COM PONENT S E R IA L  NO. 109

O PERATIN G FY94 FY95 FY96 FY97 FY98 FY99

PERSO N AL S E R V IC E S

TR A V EL

CO N TRACTUAL

S U P P L IES

EQUIPM ENT

LAND & S T R U C T U R E S

GRAN TS. CLAIM S

M ISCELLAN EO U S

TO TAL O PERA TIN G -0- -0- -0- -0- -0- -0-

C A P ITA L -0- -0- -0- -0- -0- -0-

REV EN U E FUND SO U R C E : -0- -0- -0- -0- -0- -0-
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E X P E N D I T U R E S / R E V E N U E S :  (Thousandsof Dollars)

1122131

OPERATING FY94 FY9S FY96 FY97 FY98 FY99
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0

Capital 0 ..........o............. i) 0 : ......o . i

REVENUE FUND SOURCE 0 0 0 0 0 0

F U N D I N G :  (T housandso f Dollars)
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 0 0 0 0 0 0

P O S I T I O N S
FULL-TIME 0 0 0 0 0 0
part-t im e 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estim ate o f  current year (FY93) impact: £.

A N A L Y S I S :  ( A t t a c h  a s e p a r a te  p ag e  if n e c e s sa ry )
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DEPARTMENT OF EDUCATION

W A L T E R  J .  H IC K E L , G O V E R N O R

GOLDBELT PLACE
801 WEST 10TH STREET, SUITE 200
JUNEAU, ALASKA 99801-1894

C S  f o r  H o u s e  B i l l  8 3  ( H E S )  

" A n  A c t  m a k i n g  a p p r o p r i a t i o n s  f o r  c o n s t r u c t i o n  

a n d  m a j o r  m a i n t e n a n c e  o f  s c h o o l s "

The following information is provided to the House Finance Committee:

Summary of CSHB 83 (HES) Page 1
Sectional Analysis of CSHB 83 (HES) Page 2



C S  f o r  H o u s e  B i l l  N o .  8 3  ( H E S )

" A n  A c t  m a k i n g  a p p r o p r i a t i o n s  f r o m  t h e  c o n s t i t u t i o n a l  b u d g e t  
r e s e r v e  f u n d  f o r  c o n s t r u c t i o n  a n d  m a j o r  m a i n t e n a n c e  o f  s c h o o l s ;  

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "

Grants for School Construction
• Section 1 of this legislation appropriates $109,441,663 from the 

constitutional budget reserve fund to the school construction grant fund to 
finance life, health, and safety construction projects in our public schoo ls 
which are necessary to avert imminent dangers, and projects for un­
housed students.

Grants for Major Maintenance
• Section 2 of this legislation appropriates $41,8i 9,937 from the 

constitutional budget reserve fund to a major maintenance grant fund to 
finance costs of certain repairs to many of our public schools.

- 1 -



SSCEIflNAL ANALYSIS.

CS for House B i l l  No. 83 (HES)

"An Act m a k i n g  a p p r o p r i a t i o n s  from the c o n s t i t u t i o n a l  b udget 
reserve fund for constr u c t i o n  and major m a i n t e n a n c e  of schools; 
an d  p r o v i d i n g  for an effective date."

Section 1 appropriates $109, 4 4 1 , 6 6 3  from the c o n s t i t u t i o n a l  
budget reserve fund to t h e  school c o n s t r u c t i o n  grant fund 
a nd alloc a t e s  p a y ments to school districts and R E A A s  subject 
no g r a n t  conditions.

Secti-on 2 appropriates $41, 819, 937 from the c o n s t i t u t i o n a l
bu d d g e t  reserve fund to t h e  m a j o r  m a i n t e n a n c e  g r a n t  fund and
al l o c a t e s  p a y ments to school districts and REAAs subject to 
grant conditions.

Section 3 p r o vides that a p p r o p r i a t i o n s  u n d e r  the Act are for 
capital projects and are subject to the p r o v i s i o n s  of AS 
37.25 . 0 2 0  r e l a t i n g  to u n e x p e n d e d  b a l ances of a p p r o p r i a t i o n s  
for capital projects.

Section 4 p r o v i d e s  for an e f f e ctive date for s e c tions one

and t h r e e  of this Act.

Section 5 p r o vides that section two takes e ffect on the
e f f e c t i v e  date of an Act c r e a t i n g  a m a j o r  m a i n t e n a n c e  grant 

fund in AS 14.11.

"  2 "



WALTER J. HICKEL

S t a t e  of  A l a s k a
OFFICE OF THE GOVERNOR 

J ITXEAU

January 22, 1993

T h e  Honorable R amona L. Barnes 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear Speaker Barnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I a m  
transmitting a oill making $150,000,000 in capital appropriations for construction 
and major maintenance of Alaska's public schools.

Section 1 of the bill appropriates $107,688,000 to the school construction grant 
fund to finance life, health, and safety construction projects in our public 
schools which are necessary to avert imminent dangers. These appropriations 
will fulfill the existing backlog of this category of needs, plus fund several other 
essential capital projects to help meet projected student enrollment increases in 
the near future.

Section 2 of the bill appropriates $42,312,000 to a major maintenance grant fund to 
finance costs of certain repairs to m a n y  of our public schools. These 
appropriations are cost-effective because making repairs n o w  can often avoid 
major rebuilding or construction costs later. Also, some of the projects m a y  make 
the schools more energy efficient, which will likely have long-term energy 
savings for the state.

T h e  appropriation amounts in both secs. 1 and 2 of the bill assume that the local 
community will financially participate in each project in order to fully fund it. 
Requiring a local community participating share should allow limited state dollars 
to go farther in financing capital needs in our public schools. Such a requirement 
also m a y  increase local community interest in the size, design, and cost of the 
overall project and in prioritizing the project against other community needs for 
state funding.

T h e  need for additional capital money has been supported b y  the state Board of 
Education. I urge support, as well, for these important projects.

C O M M I T T E E  C O P Y



•  •
T h e  Honorable R a m o n a  L. B a r n e s
J a n u a r y  22, 1993
P a g e  2

Finally, while some m a y  question the use of the earnings reserve account in the 
permanent fund for these projects, I can see no higher use for this money than to 
improve our public schools in order to provide quality educational facilities for 
our children. Alaska's children deserve the finest to help them learn to their 
greatest capacities.

Governor



W A L T ':F I j .  H I C K E L
S O V C N O "

S t a t e  op
□ m en a r  tmc govehncj*

J t r j f i A O

January 22, 1993

T h e  Honorable Rick Halford 
President of the Senate 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

Dear President Halford:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I a m  
transmitting a bill making $150,000,000 in capital appropriations for construction 
and major maintenance of Alaska's public schools.

Section 1 of the bill appropriates $107,688,000 to the school construction grant 
fund to finance life, health, and safety construction projects in our public 
schools which are necessary to avert imminent dangers. These appropriations 
will fulfill the existing backlog of this category of needs, plus fund several other 
essential capital projects to help meet projected student enrollment increases in 
the near future.

Section 2 of the bill appropriates $42,312,000 to a major maintenance grant fund to 
finance costs of certain repairs to m a n y  of our public schools. These 
appropriations are cost-effective because making repairs n o w  can often avoid 
major rebuilding or construction costs later. Also, some of the projects m a y  make 
the schools more energy efficient, which will likely have long-term energy 
savings for the state.

T h e  appropriation amounts in both secs. 1 and 2 of the bill assume that the local 
community will financially participate in each project in order to fully -fund it. 
Requiring a local community participating share r hould allow limited state dollars 
to go farther in financing capital needs in our public schools. Such a requirement 
also m a y  increase local community interest in the size, design, and cost of the 
overall project and in prioritizing the project against othor community needs for 
state funding. ~ v

T h e  need for additional capital m o n e y  has been supported b y  the state Hoard of 
Education. I urge support, as well, for these important projects.

- 3 -



*

Finally, while some m a y  question the use of the earnings reserve account in the 
permanent fund for these projects, I can see no higher use for this m o n e y  than to 
improve our public schools" in t0 provide quality educational facilities for
our children. Alaska's childrefcrSeserve the finest to help them learn to their 
greatest capacities.

The Honorable Rick Halford
January 22, 1993
Page 2



A laska Perm anen t F und C o rpo ra tion
P.O. Box 25500 Juneau, A laska 99802-5500 

(907) 465-2047

M E M O R A N D U M

DATE: January 14,1993

TO: H arry Gamble 
Department o f Education

FROM: J im  Kelty
Research Sfc L ia ison Officer

SUBJECT: A na lys is o f th e  Im p a c t o f M a k in g  C e rta in  
Changes to  th e  C u rre n t Use o f F u n d  Incom e

Attached are two financia l projections prepared by the /Jaska Permanent 
Fund Corporation at your request.

F in a n c ia l P ro je c tio n  #1: Th is is the status quo case as of November 30, 
1992. I t  provides the benchmark against which to compare and contrast 
any changes to current law.

F in a n c ia l P ro je c tio n  #2:- Th is projection makes the follow ing changes to 
the status quo: (1) in  fiscal 1993 and 94, $150 m illion  is appropriated from  
the Fund's earnings reserve account to the General Fund; and (2) in  fiscal 
1995 and 96, $100 m illion is appropriated. .....

This analysis concerns itse lf w ith  the follow ing impacts on the Permanent 
Fund:

* How would the changes affect the growth of Fund principal?

* How would they affect the level of Fund net income produced in  the 
future?



* How would they affect to ta l dividend d istribu tions (in  m illions), and 
the amounts o f annual per capita dividends?

* How would they affect in fla tion-proofing transfers?

* How would they affect amounts available fo r d is tribu tion to the 
General Fund.

To provide analysis-at-a-glance, the impacts fo r the fiscal years 1993, 2000, 
2005 and 2010 are pulled o ff the projection sheets and juxtaposed below

H a r r y  G a m b l e
J a n u a r y  14, 1993
P a g e  2

S ta t u s  Q u o  P r o j e c t i o n  #2
(in millions) (in millions)

w m m m im m  — i i t i m  > -

June 30, 1993: $12,324 $12,324
June 30, 2000: 19,540 19,540
June 30, 2005: 26,638 25,819
June 30, 2010: 34,211 33,170

| fi n  m  pt f f i i 11  A n n u a l N e t Income,™

Fiscal 1993: $1,073 $1,073
Fiscal 2000: 1,802 1,745
Fiscal 2005: 2,386 2,313
Fiscal 2010 3,072 2,978

S E D iiu < ie nB y IH sirf l> u tib n ^ ^ ^ ^ ^ ^ ^E ^ IE ^S ^F S

Fiscal 1993: $ 517 $ 517
Fiscal 2000: 807 781
Fiscal 2005: 1,127 1,091
Fiscal 2010: 1,464 1,420



H a r r y  G a m b l e
J a n u a r y  14, 1993
P a g e  3

S t a t u s  Q u o  P r o j e c t i o n  #2
(in millions) (in millions)

1993: $ 922 $ 922
2000: 1,233 1,191
2005: 1,552 1,502
2010: 1,849 1,791

- # :^ J n flftn o n ^ rK K ^ in g ;0 ^ h fr fe r8  $Ww'-; y ?

Fiscal 1993: $ 365 $ 365
Fiscal 2000: 1,106 1,106
Fiscal 2005: 1,260 1,221
Fiscal 2010 1,607 1,559

■ M l I I  i t ! : i  1fD & tr ib u ^

Fiscal 1993: -0- $150
Fiscal 2000: -0- -0-
Fiscal 2005: -0- -0-
Fiscal 2010: -0- -0-

Compared to the status quo, the most noticeable effects of adoption of the 
changes depicted in  P ro je c tio n  #2 would be as follows:

* Fund principal would be the same in  2000, $819 m illio n  smaller 
■ in  2005, and $1,041 b illio n  smaller in  2010.

* Net income would be $57 m illion smaller in  2000, $73 m illio n  
sm aller in  2005, and $94 m illion smaller in  2010.

* The dividend distribution would be $26 m illion  smaller in  2000, 
$36 m illion smaller in  2005, and $44 m illion  smaller in  2010.

* Per capita dividends would be $42.00 smaller in  2000, $50.00 
sm aller in  2005, and $58.00 in  2010. (Note: Dividends would be



the same in  fiscal 1993, $2.00 smaller in  1994, $7.00 smaller in
1995, $14.00 smaller in  1996 and $22.00 smaller in  1997.)

* The inflation-proofing transfer would be the same in  2000, $39 
m illio n  smaller in  2005, and $48 m illion  smaller in  2010.

* The distribution to the General Fund would be $150 m illion larger 
in  1993, and the same in  2000, 2005, and 2010. (Note: 
D istribu tions to the General Fund would be $150 m illion  larger 
in  1994, $100 m illion  la rger in  1995 and $100 m illion  larger in
1996.)

F o r Y o u r In fo rm a tio n : These projections are based on a certain set of 
basic assumptions; the numbers shown on these sheets would change i f  
d ifferent assumptions were used. The assumptions used in  the 
preparation o f each projection are listed at the bottom of each projection 
sheet, and explained herein.

I t  is the Corporation's policy to use conservative assumptions wherever 
possible. Thus, the Fund’s long-term  rate o f re tu rn  is projected to average 
3% per year a fte r in fla tion ; long-term  in fla tion is projected to average 6% 
per year; and the assumptions fo r fu tu re dedicated State o il revenues are 
taken from  the Department o f Revenue's most recent 'lo w  case" forecast. 
The population assumptions used in  the computation of fu tu re per capita 
dividend payments are derived from  the M iddle Series o f the Departm ent 
o f Labor's "Population Projections" dated November 1991.

PLEASE NOTE THAT THE CORPORATION NE ITHER  SUPPORTS 
NOR OPPOSES ANY PROPOSED CHANGES TO THE CURRENT USE 
OF FUND EARNINGS, EXCEPT AS THEY M AY  RELATE TO THE 
PROPER EXERCISE OF THE TRUSTEES' . F IDUC IARY  
RESPONSIB ILIT IES AS REQUIRED UNDER THE PRUDENT 
INVESTOR RULE.

H a r r y  G a m b l e
J a n u a r y  14, 1993
P a g e  4
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