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M EMORANDUWM State of A laska
Department of Law

T Nancy Bear Usera DAE: March 10, 1993
Commissioner
Department of Administration FLENO: 223-93-0335

TH.N.: 465-3600

SBET: Constitutionality of
phase-out provisions of
HB 81 and SB 58

FRM:  John B. Gaguine
Assistant Attorney General
Governmental Affairs - Juneau

We sent you a memorandum recently expressing our opinion that
the provisions of HB 81 and SB 58 abolishing the longevity bonus
but "grandfathering™ in those who would turn 65 before January 1,
1997 would not violate the equal protection clauses of the state or
federal constitutions. You have now asked whether there are
constitutional problems with the differing amounts given to the

"grandfathered” persons.1

We believe that these provisions would be constitutional for
the same reason as the whole "grandfathering”™ scheme would be. The
farther a person is from age 65 - retirement age for many people,
and the age at which social security benefits begin - the longer
the person has to adjust his or her retirement plans. Thus in our
opinion a court would find that the legislature could permissibly
conclude that a person turning 65 in 1996 would suffer less
hardship from a reduced longevity bonus than would a person turning
65 i1n 1994, and accordingly the court would uphold the legislative
decision to reduce the bonus to a greater degree for the former
senior than for the latter.

ITf we can be of further assistance, please let us know.

cc: Roberley Waldron
Eileen Plate

1 As we noted inour initial memorandum, those turning 65 before
the start of 1994 would receive $250 a monthfox* life; those
turning 65 in 1994, $20., those turning 65in 1995, $150; and those

turning 65 in 1996, $100.



Funds Spent on Senior Program s
FY °~3 unless otherwise noted
Program State Federal Total
Dept, of Administration
Longevity r onus 64811700 64811700
Pioneer Homes o 30432500 30432500
Older Alaskans Commission 6063500 6486900 12523400
TOTAL DEPT. 101,297,700 6486900 107,767,600
Dept, of Health & Social Services
upplemental Security Income 3580530 3580580
Lon?ewtg Bonus Hold Harmless 2194500 2194500
Adult Public Assistance (for aged) 14600000 14600000
Food Stamps for elderly 165600 165,600*
Medicaid home health care 22780 227,000 455600
Medicaid nursing homes
Skilled nursing 2677100 2677100 5354200
Intermediate nursing . 16385400 16385400 32770800
General Relief Medical (Nursmg Homes) 253900 253900
Medicaid Permanent Fund (Hold Harmless) 2621200 2621200
TOTAL DEPT. 33959900 23035680 61,996,380
DepL of Community & Regional Affairs
Omeowners Progert Tag< Exemption 2833800 2833800
Renters Equivalency Rebate 820000 820000
Job Training Partnership Act 185125 1865125
TOTAL DEPT. 3658800 185125 3843925
DeEL of Commerce and Economic Development
laska Housing Finance Corporation
Senior Housing Development 141,100 141100

Senior Housing Revolving Loan Program

TOTAL DEPT.

TOTAL ALL DEPARTMENTS

141,100

144,057,500

29,707,625

Total number of seniors age 60+ = 35266. Average benefit per senior = $4,927.00

* Estirrated figure based on percentage of seniors served
Note:  Allfunding levelsareforFY 93 authorized, exceptfor Medicaid and Job Training Partnership Act, which are FY 92

actual.

Additional State Benefits-Revenucs Lost

Dyt of Trangoartation, ferry fares: 5640800

Mnide TaxBenptios . S34AB3*

Up t0S30 million in bonds available from AHFC

141100

173765125

Additiorel Municipal Boncfits-Rovonucs Lost
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GOVERNOR'S PROPOSAL
LONGEVITY BONUS PROGRAM
PHASE OUT
SUMMARY OF INTENT
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LONGEVITY BONUS PHASE OUT PROPOSALS
COMPARISON CHART

GOVERNOR'S PROPOSAL, SENATE BELL 6

TR Yt P e
-Grandfather all current recipients |

dl amratredoats
() ~Declines rapidly after 1996 - d
_Setf ormulapaﬁj \6ws for accurate . mFDad
budgeting I My
AMNSTRATION ~No new administrative costs
-Program ends hy 2040

-Self-directed throu Dgh direct deposit
instructions on PFD application

-Proposal easily understood -Complex to understand
-Current recipients continue at level ~ -Annual bonus dependent on PFD and
they started investment incom

-Provides for a reasonable transition  -Dedicates more general funds to non-
-Frees resources for other senior needs  needs based seniof 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
citizens
- OAC grant programs which fund a variety of community based services have been
initiated
~ 25 yearresidency requirement was struck down, negating the original intent of the
program
~ ltis 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

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



10.

11.

Isn'ta threeyearphase outshortnotice?

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.

W illphase outofthe Longevity Bonus adversely affectthe Alaska economy?

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

In 1986 there was an advisory vote to end the Longevity Bonus and create an annuity
program. Whydoesn'tthusproposalcontain an annuityplan?

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

Underotherproposals thatinclude an annuityplan, will seniors be guaranteedpaymentof
$250permonth when they reach age 657

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; number of
years in the program; and rate of interest earned. Those who did not invest
any portion of their PFD will receive nothing.

Whatcosts has the state incurred by notending the Longevity Bonus in 19867

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.

Why will this approach topharing outthe LongevityBonusprogram work when others
havefailed?

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 markets. 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
Questions and-Answers

1. Whom wastheLongevityBonusintenidedto serve?

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. Whatwas thepurpose ofthe Longevity Bonus Program?

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

3. Whatchanges have occurred since the creation ofthe Longevity Bonus Program in 1972
thatreduce the needfor theprogram?

The need for future seniors to rely on the Longevity Bonus has been
mitigated by a number 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
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

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

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, Whyphase outthe Longevity Bonus program?

The state budget cannot sustain the projected growth of this program.
Current 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. Why end eligibility with those who are now age 62°?

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.

Thu, Jan 21, 1993 Page 3



The Permanent Fund Dividend program was initiated

Senior citizen tax reliefis 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

l

l

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

l

The less affluent will be able to invest little or none of their PFD

l

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

Thu, Jan 21, 1993 Page 2



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

Thu, Jan 21, 1993 Page 1



Sec.

Sec.

House Bill 81
Sectional Analysis

Provides for phase out of the Longevity Bonus Program.

Specifically:

a . All current Longevity Bonus recipients and 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.

Under current law, all persons 65 or older are eligible

to receive a $250 per month bonus payment.

Provides that persons must be 65 before January 1, 1997,
to receive a bonus payment. Persons turning 65 after
that time would not be eligible.
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2/1/93
IN THE LEGISLATURE OF THE STATE OF ALASKA
with reference Co:
In Che HOUSE, Bill No. 58
In Che SENATE, Bill No. 81

Please do net support, these bills requested by Che Governor.

This is hi/ -econd shot aC writing Chis. The firsC attempt is in >-he
circuLar fxlo because ic seemed even Co me chac all 1did was cry abouc
how ic would impacc me personally. Lee is suffice Cosay we have been
here 23 years and have coughed ouc a loc and made difficulc family
decisions because of the thought chere would be a pay-off ac Che end
co make ic ail worchwhile.

1 am a grandfather now, but not yet old enough Co fitin the slol

of the Governor's program. I find it incredible chac he would offer
these benifits to a one year resident and deny them later co a family
with our hiscory in Che state.

Please consider this alternative. I do not particularly like it but
I understand your need to balance budgets and | would consider ic much

more fair:

Determine the amount of money funding the existing longevity bonus
program requires annually and set up a cost of living adjustment factor.

Require applications each year like the permanent fund system, for
example.

Divide the annual amount by the number of approved nppl ient ions and
send out the checks.

I think this .vstem could be implemented simply and efficiently,
would put a cap m the annual fund, would reward those who stayed
thru the tough times, and would only gradually diminish the amount
each recipient received as population increased within this age

group.
/] ®

Sincere Ly,

Bruce E. Schirmers

FAX 262 4121

FS8 | C (fe;

Box &S5& 2856 262-4500 Soldotna, Alaska 99669



Longevity Bonus Program
Alternative Funding Proposals

Projected Cost _ Projected Number of Participants

Senate Bill 58 Senate Bill 58

Current , an Current _ * and
Program  Senate Bill6  House Bill 81 Program Senate Bill 6 House Bill 81
69.6 69.6 69.1 24,059 24,059 24.059
748 4.1 10.8 25,804 25,864 25,804
78.2 5 711 21,021 21,021 21,021
81.2 79.5 69.9 28,081 28,081 26,981
84.4 81.1 00.9 29 188 29,188 29,525
87.5 82.0 03. 30,266 30,260 24,444
90.8 82.3 60.9 31,408 31,408 23.385
93.9 814 b1.1 32,456 32,456 20,272
97.1 9.7 b4.1 33,597 33,997 21,181
100.4 76.9 51.6 34,704 34,704 20,087
103.8 72.9 48.9 35,880 35,880 18,950
1075 07.1 454 37,153 37,153 17,814
111.9 61.0 42 38675 38,67 16,066
116.9 52.1 39.1 40,428 40,428 15,512
1231 23 36.0 42572 42 572 14.367
128.9 29.3 33.0 44 559 44,559 13239
134.1 250 30.1 46,376 46,376 12,136

Cumulative Costs Through 2010
1,684.1 1,135.6 910.9

Al cdlarsinniliors




Millions of Dollars

Longevity Bonus Proposals - Cumulative Cost Through Fiscal Year 2010
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Longevity Bonus Fiscal N ote

Analysis of New Program Costs
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ALASKA STATE LEGISLATION
ALASKA LONGEVITY BONUS PROGRAM
POSITION PAPER
1993

Thbe Alaska State Legislative Committee of the American Association of Retired Persons
advocates the reform of 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 of 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 of 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 a60 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

Muy Lou Meiaers, Chiir Joe Alter, Coordinator

State Iée%_slatlve Committee %%)ltal City Tuk Force

(907) 3862538 (907)

Seattle Office John Shaffer, Chair _
90 Third Ave, NE Stc. 400 Economic Security Subcommittee
Seattle, WA 98115 (907) 747-345

(206) 526-7913

Adopted: December 8.1992

ekbwa rm
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Alaska State Legislature

Pleasa enter Into the record my testimony to the
commlttea name

committee on WSm* dated —:, » / 29L—— — |
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Representing (Optional)

Address j
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Alaska State Legislature

Please enter Into the record my testimony to the . /r . ft aljoaica-.
committee name

committee on LG I T A e —
bill/subject

Representing. (Optional)
Address

Phone No.
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Alaska State Legislature

Please enter Into the record my testimony to the « ¢ .« jijt
committee name

committee on ...m % |- , dated
©hill/subject
Signed:
Representing (Optional) 2 *
% 3 ly in1 =272 Moo "
Address
1o o ——

Phone No.
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Alaska State Legislature

Please enter Into the record my testimony to the ,
committee name

committee on _ dated _y-
bill/subject









HOUSE COMMITTEE REPORT

(11)
Date Refen-ed: March 31, 1993 FURTHER REFERRALS:

Date of Committee Action. M
The FINANCE Committee considered: HB §?2

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: [ ] the same title
be replaced with 1 anew 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): ([Ox) APPROVES PREVIOUS:
[ ] fiscal impact [S\ fiscal note(s) Poe
[ ] zero fiscal note zero fiscal note(s) Reo ‘h-Wo
SIGNING DO PASS DP  OTHER RECOMMENDATIONS. DNP NR AM
N 7 rf
f.-06"cp. i y

r***a\t X

y Joy m i A~ M 4 7 " kIl *

j . STKAP
fLZs /0L wxw )

£ CHAIRMAN'S SIGNATURE

13y o 'VI



FISCAL NOTE No. 3
STATE OF ALASKA Bill Version: HB 82

1993 LEGISLATIVE SESSION (H) Publish Date: 1/22/93

Revision Date: WAffected: Revenue

Tide: An act relating to school construction and major maintenance ) Revenue Operations
grants to school distncts "Component: Treasury Division
Sponsor:

Requestor: COMPONENT SERIAL NO. ]Z.
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FY97 1 FY98 FY99
PERSONAL SERVICES 1

TRAVEL

CONTRACTUAL

SUPPLIES -

EQUIPMENT

LAND &STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 ) ..0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1C03 GF Match

1004 GF

1C05 GF/Prooram Receiots

1C06 GF/MHTIA

Other

TOTAL 0 0 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact: S

Brian C. Andrews Phone: 465-4880

Division: Treasury < / Date: 1-20-93

//Vo/s ?

Approved by Commissioner " I ) Date:

Agency: f 77*\EL*\D*\/
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
COMMITTEE COPMPrrerdidnhution information call the Governor's Legislative Office

(8v 1A Rjngd/BH Page 1of 1



STATE, OF ALASK
No. 2

1993 LEGISLATIVE SESS|0NFISCAL NOTE (E:I)I ;/ueﬁll?:we 752/93
R g Gy ARy

e, Wi ot S N

- REVENUES: (p sty e FOT P P

5 oo :
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 ° ’
0 0 0 0 0 ’
0 0 0 0 0 0
0 0 0 0 0 o
0 0 0 0
0 u 0 B t]
0 0 0 B 0 0
0 0 0 0 0 0
0 0 0 0 ° ’
0 0 0 0 0 0
0 0 0 0 0
0 0 0 0 ° ’
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FISCAL. NOTE

STATE OF ALASKA

1993 LEGISLATIVE SESSION
WémGaIe:
ite

Soonsor
Requestor

Relatin?

Senate Rules
Governor

Expenditures/Revenues:
OPERATING
personal services
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 3 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

FYo4
86.3
134
11.6
12
18.0

150.5

CAPITAL
REVENUE RND SOURCE

FUNDING:

1002 Federal Receipts

1003 Gr Match

1004 GF

1005 Gr/Program Receipts

1006 GF/MHTIA

Other 1061 CIP Receipts
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Eetimata of current year (Ff33L impact $
ANALYSIS: (Attach aseparate pege if necssssryl

SEE ATTACHED

150,S
150.5

2.0

None

Prepered by Garv M. Bader

Dvisiont Administrative Services
Approved by Commissioner

Agency: Department iucati*n

PR R R RPR——e—

—_—— el e

[B=N

to the School Construerinn

Ff95

88.9
13.4
11.6

1.2

3.0

1131

coumm/TTee COPVIOMDpmiDE AL STalBUTlaNc%e
m Far funher aistriaution information call

v MEAR05QER

_Oeot Affected. Education

3HU:

HB 82

1/22/93

Bill Veers on:

(H) Publish Date:

Executive Administration
CIP Overhead and Associated
Costs

COMPONENT SERIAL NO. 156
(Thousands of Qoilars|
| F96 | F97 | F98 Ff99
916 1 943 97.1 100-.1
1 134 | 134 1 134 134
1 116 | 116 1 116 | 116
| 1.2 | 12 1 1.2 | 1.2
30 1 50 1 30 1 3,0
1 1 1 1
1 1 1 |
1 1 1 1
1 1208 1 1235 ! 1263 i 1293
(Thousands of Qoilars|
1 1 1 1
1 1 1 1
1 1 1 1
1 . 1 1 1
1 1 1 1
| 1208 1255 | 1263 1 1293
| 1208 1255 | 1263 | 1293
1 2.0 2.0 20 1 2.0
1 1 1
1 1 1 1
Phone: 465-8650
Qatar January 11. 1993
Gat: A sA I
[ ¢
pies to gov ernorsl |s|ative office
(Governor's Legslative
Page ~Lof

1
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FISCAL NOTE

"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 areatly increased. Tne increased number of OTants and grant awards will gace 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 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 S18.0 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 Il (8B) $33.5

Travel: * ¢ §S134
Project Assistant travel S134

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



Position Title No. of Positions Range | Step Haill. Unit
Proiect Assistant 168 GGU

Time Stilus 1 Staff Months location Election District
| PFT 1 12 Juneau 3, 4
TYPE OP KXPKNMTUIUT * Amount Justification
Salary -8 ritis position will be responsible for reviewing reports
Ita’cﬁ_ls _ 15.0 from REAA®"s and Municipalities, and verifying that
Premium hiv matching requirements are met. Additionally, the position
Other. i e 52 8 will perform on-site reviews of facilities and assist in
Havel Hid Msiitd Kivices 134 the ranking of projects.
Cnnlraelual 5.8
Gninoililies .6
Knuinmenl 9.0
Other ... .

thial Gust 81 ,6

FUNDING SOULICR FOR TOTAL GOST

I"eijefd) Receipts 1002
Gi.fi Match [
General Fund 1001
1A Receinls U«)7
GI|* Rereints 1001 81 B>
Oilier

lcquest For ACFNGY Education Py 1994

New Position

COMPONENT CIP Overhead and Associated Costs

[jUij Executive Administration Page . , uf

Revised Date:



Contractual:
Development of facility standards and regulations
Phone lines 2 positions @ S300/ year
Additional funds for hearing officer/court reporter
Supplies:
Supplies for 2 positions @ S600 each
Equipment: .
Office Furniture (desks, files, partitions, etc. 2 positions

Computer Equip. ( Computers/ printer for 2 positions)

FY 94 Total

1/11,93

S6.0
S.6
S50

S12

S00
S12.0

ajo-1

SI'16

S10*

S130

S130.5

_ZtS,
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Position Title

No. of Positions

Range | Step - Haig. Unit el

Clerk Typist 111 . L
Time Status - Staff lonths laical im Election District
12 . e . Juneau

TYLT.dili IEXINUY™ I LIHLL -AttrmunL leIﬂ(Hlm
Sa;an_/ ib@ It is anticipated that contracts with school districts,
llerelils v/ auditors, and municipalities will at least double as a

) result of this bill. This position is necessary to meet
Ullttir 335 the additional administrative support requirements

' generated by this legislation.
Havel
Gmlicltial
Commodities 9 6
ot |
RINDING SOURCE FOR TtYI'AI. COST

Federal HfiTU i 1a»2_

eraﬁe#lm—%
1A Rreeints
QLlte£dl&.  iQit 48,,9
QUL

Request For AGENCY Education

New Position mm Executive Administration

COMPONENT CIP Overhead and Associated Costs

a ksl
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CS FOR HOUSE BILL NO. 82(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUEE ANMNCE COWITTEE

i,

Josr(g  HOE RUES COMMITTEE BY REQLEST OF THE GOERR

A BELL
FOR AN ACT ENTITLED
"AnAct relating to school construction grants and major maintenance grants to
school districts,* providing for school district participationin 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:

(¢) The department may not award a school construction or major
maintenance grant under ;\S 14.11 to a municipality thatis 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>-Ldistrict may qualify, by the amount, if any, paid by the department

under (b) of this section.

ol- CSHB 82(FIN)
New Tuxz Underlined [DELETED TEXT 3RACXETED]
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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, "plansl 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

As yulL on
PROGRAM, (a) In order to receive a grant under this chapt&iyh district must provide

m.gmntage Shﬁ‘}me proleeﬁﬁmeiﬁ_g]med under (b) or 1&) mﬂj ﬁ%

(b) Therequired 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 aregional educational attendance area can demonstrate in writing that

CSHB 82(FIN)
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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 0f 14.11.007 or has a program of insurance
acceptable to the departmenqg 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:

@ 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

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

3SHB 82(FIN) 4

mf Tsxc Underlined (DELETED TEXT 3RACXETEDJ



WORK

DRAFT WORK DRAFT WORK DRAFT

objectives.

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

*S'

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) Ifaprojectis 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 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 major 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

_ . _ -3 CSHB 82(FIN)
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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 ieal 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);
@) "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.

_ -7- CSHB 82(FIN)
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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-prgjeetst 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.

CSHB 82(FIN) . 8
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AMENDMENT

OFFERED IN THE HOUSE FINANCE COMMITTEE

TO: CS FOR HB NO. 82

Page 2, line 30:

Delete "regional educational attendance area"”

Insert "district"” *
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January 22, 1993

The Honorable Rick Halford
President of the Senate
Alaska State Legislature
"State Capitol

Juneau, AK 99801-1182

Dear President Halford:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am
transmitting; a bill that changes the existing school construction grant program in
AS 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 AS 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 AS 14.11. The bill makes amendments
to those grant procedures to acknowledge the separate categories. The bill also
makes conforming amendments to AS 14.03.150(c) and AS 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. The 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



The Honorable Rick Halford
January 22, 1993
Page 2

district as of a certain date, and on the district™s average daily membership
(ADM) . A district with a relatively higher property value per ADM will have a
relatively higher percentage participating share. City and borough school
districts will be required to pravifilffla 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, REAAs will not be subject to the
requirement for a participating share until fiscal year 1995.

In addition, the bill adds a new subsection to AS 14.11.017. Existing

AS 14.11.017(b) authorizes use of grant money under the program topay 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.
New AS 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 way 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
money for school facilities. 1urge your early and favorable consideration of this

important legislation.



KENAI PENINSULA BOROUGH
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POSITION PAPER
KENAIPENINSULA BOROUGH

e SB 59 and SB 60

HB 82'and HB 83
School Construction Grants

February 8, 1993

The Kenai Peninsula Borough Assembly has not taken a
position on SB 59/60 and HB 82/83. However, the Assembly has
consistently been on record as supporting matching grant programs
with the local match requirement of 30% or less. The following
comments are from the Kenai Peninsula Borough Administration and
| believe generally reflect' the feelings of both the Assembly and
School Board.

1. The Kenai 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 of a sliding scale from 30% up to 55%.
The simpler 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 for many
years was a reimbursement program which was not
fixed. Communities could never, with certainty, 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 major maintenance
grant fund make imminent sense; the use of current HB
37 ecriteria 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
scrapped.

. -FEB 09 "93 09:04 KENAI BOROUGH MAYOR 262 7822 P.2/3

DON GILMAN

MAYOR
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SB 59 and SB 60
HB 82 and HB 83
2/8/93
Page 2

2. The Kenai Peninsula Borough supports SB 60 and HB 83 if a
decision has Dbeen reached by the administration and
legislature that school <construction programs should be
achieved with use of cash instead of bonds. It is our opinion
that there is not enough money in regular general fund
revenues and various other fund balances to carry out a $600
million program over a four-year period without using tUs
undistributed income account. Further, it is our opinion that if
the wundistributed income account is going to be wused for
anything, education construction is probably a preferred area
for expenditure.

The Kenai Peninsula Borough does not oppose a bonding
program. Bonding is an entirely different topic than what is
embodied in SB 59 and HB 82.

If we can be of assistance to you or your staff on this important
matter, please feel free to call upon us.



WALTER J. HICKEL, GOVERNOR

OFFICE OF THE GOVERNOR
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March 9, 1993 t||) $3

The Honorable Cynthia Toohey

The Honorable Con Bunde

Co-Chairs, House Health, Education and Social Services Committee
Alaska State Legislature

Capital Room 104

Juneau, AK 99801

Dear Representatives Toohey and Bunde:

On behalf of the Governor, am requesting an amendment to House Bill 83 to reflect full
funding for the Ketchikan High School project. The amendment would increase the high
school's funding from $6,651,000 to $9,501,600.

The original intent of both House Bill 82 and 83 was tosetup aschoolfunding program
that included a local match for state funded projects. Thefullamount forKetchikan
Gateway Borough's request was $9,501,600. The amount reflected in House Bill 83 was
reduced by is $2,850,500, which reflects the community match amount.

It should be noted that this project has been ongoing for several years. Based on additional
information presented to the Department of Education by the Ketchikan Gateway Borough,
itis clear the Borough has already satisfied any match that may be required as a result of
this legislation. It is therefore requested that the amount for the Ketchikan High School
project be amended to $9,501,600 in House Bill 83.

Thank you for your consideration of this request.

Sincerely,

ce: Jerry Covey, Commissioner, Department of Education
Richard Clevenger, Superintendent, Ketchikan Gateway Borough Schools

*A32LH



Admb i Assm%(ant
P.O. Box 305 -« Bethel Alaska 99559
907 543-4830 Ext. 812, 813

March 25, 1993

Regresentative Lyman Hoffman
P.0. Box V

Juneau, Alaska 99811

Dear Representative Holfman:

We have just reviewed ghe 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 PYOJeCtS As an example, the proposed middle
school In Bethel is Pro jected o cost $18,917,000.  Twenty percent of that S
%{3 783,400. We sImp y{ 0 not have the resources to raise that kind of money By law
EAAS &9 not able taxes or to ISsue bonds as city and borough sc hool
districts are able to. T e on?/ £053| le source of funding would be If the State
would let us keep all non-State of Alaska Foundation Entitiement Revenue that the
District generates d(such as PL874 funds); however even that is extremely unreliable

and subject to sudden ghanges.

The LKSDr Prefers the;glnal lan uage In HB82 which sets,our participating share at
one percent in the school year whic be?ms In 1994, and increases hy 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,
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PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
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MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0 0 0 0 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact: $

Propared by: Brian C. Andrews Phone: 465-4880
Division: Treasu Date:_ 1-20-93
Approved by Commissioner: Date: 3/ Vp/ t
Agency:
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FISCAL NOTE

"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. Itis likely this will resultin 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 S18.0 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 Il (8B) $33.5

Travel: $13.4
Project Assistant travel $13.4

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



Position Title

No. of Positions

Proiect Assistant

Time Status

TYPE OF EXPENDITURE
Salary
Benefits
Premium |'nv
Other
"I Personal Semces
[Vavel
Contractual
Comniodities
Enuimnent
Other
Itital Cost

Staff Months

location
12

Amount

FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1001
I A Receipts A7
(tIP Recemls 1001
Other

Request For
New Position

81 .6

AGENCY Education
BRU Executive Administration

Juneau

COMPONENT CIP Overhead and Associated Costs

iBijmjramnm

Range’| Step

I"'nge
Revised Dale;

68
Election District

Ad

Barg. Unit
GGU

itionally, the position



Sr-

Contractual :
Development of facility standards and regulations
Phone lines 2 positions @ $300/ year
Additional funds for hearing officer/court reporter
Supplies:
Supplies for 2 positions @ $600 each

Equipment:

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

FY 94 Total

1/11/93

$6.0
$.6
$5.0

$12

$6.0
$12.0

JuM.

$11.6

$12

$18.0

$130.5



Wi juNal —1 . -Swnjutuw
Position Title )
_ Clerk Typist Il
Time Status gtaff Months
PFT

TYm iil EXPEND!! Ui?IL -AluuL
Salary 22.6
knclits 10,9
Premium Pay
Other

wiali&amal & mc« 33.5
Have
Contractual 5.8
Commodities .
Kouinment 9.0

'lhtal Oust 489

RINDING SOURCE R)K TOTAI COST

Federal Receipts 1002
G.EMatrli <K
General Fond 1001
1A Receipts 1007
CII’ Receipts IQil 48,9
Other

)4

Request For AGENCY Education

New Position

No. of Positions
location

Hang;; | Step o8 Hart*, Unit -

Election District
Juneau 3, 4
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.

HKij Executive AJministration

COMPONENT CIP Overhead and Associated Costs



STATE OF ALAS1
1993 LEGISLATIVE SESSION

FISCAL NOTE EI'-'I; PUblish Dete: 1/22/93

Revision Date: Department Affected: DOT&PF

Title: School Construction BRU:

Sponsor: Rules Component:

Requestor Governor Component Serial Number:

OPERATING FY94 FY95 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 0 0 0 0 0
REVENUE FUND SOURCE 0 0 0 0 0 0
FUNDING:  (Thousandsof Dollars)

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 1) 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
POSITIONS

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

Estimate of current ycar(FY93) impact: S

ANALYSIS: (Attach a separate page if necessary)

Prepared by. Kit Duke Phone:  562-2728
Division: Assistant Commissioner Date: January 20. 1993
Approved by Commissioner: . Phone: 465-3901

Frank G. Turpin ¢&-/
Agency: Department of Transportation and Public Facilities Date:  January 20, 1993

PREPARER TO PROVIDE.ALL DI [ g
"For Rther Gitititon” IGMAUON cal” > Governors LegioRtive Oice O -

COMMITTEE COPY '



FISCAL NOTE

STATE OF .ALASKA
1993 LEGISLATIVE SESSION

Revision Cete;
Tide Relating to the School Construction BU
Grant Program; Creating a School Major Maint. Acct.Conpoet
Soorsar: Senate Rules

Request Governor

Eqadtues/Renes
CPERATING

FERSONAL RS
TRAA 13.4 13.4 13.4
QONTRACTUAL 11.6 11.6 11.6
SUAALES 1.2 1.2 1.2
EQUPAMVENT 18.0 3.0 3.0
LAND&STRUCTURES
GRANTS AANVG
M3IHLAKLS
TOTAL CPERATING

86.3 88.9 91.6

130.5 118.1 120.8

CAATAL
RAVENLERNDSOLRCE

FUNDING

1007 Feckral Receipts

1008 G-Metch

104 G-

1006 GFRogyamReceipts

1006 G/VHIA

Grer 1061 CIP Receipts
TOTAL

POSITIONS
RUL-TIME
PART-TIME
TEVRARARY

Estinata of current year (FY93) impact 4
ANALYSS (Attach aseparate pece if necessary)

120.8
120.8

118.1
118.1

130.5
130.5

2.0 2.0 2.0

SEE ATTACHED

Prepared by Gary M__Bader

(gt Affeted Education

COVFONENT ERALND
(Thousands of Dllars)
FY%

No.
Bill Version: hb 82
(H) Publish Date: 1/22/93

Executive Administration
CIP Overhead and Associated
Costs

156

FYor

94.3 97.1 100.1
13.4 13.4 13.4
11.6 11.6 11.6

1.2 1.2 1.2
3.0 3.0 3.0

1235 126.3 129.3

(Thowsands of Dullars)

123.5
123.5

126.3
126.3

129.3
129.3

2.0 2.0 2.0

Fhoe 465-8650

Qvdat Administrative Services ,,

Agroed by Gmissiorer:
Apy. Department of Education

COMMITTEE

Die Januar.y 11. 1993

Dae  /

AN

TO PROVIDE ALL DISTn|BUTION copies10governor's legislative office

For further distribution information cll the Governor 3 Legislative Office

Rev 1119) BfseateXRR

Page <"of



WALTER J. HICKEL
GOVERNOR

State Of Alaska
CHCE THE QOVERNCR
UNEAL]

January 22, 1993

The Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am
transmitting a bill that changes the existing school construction grant program in
AS 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.

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 AS 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 inAS 14.11. The bill makes amendments
to those grant procedures to acknowledge the separate categories. The bill also
makes conforming amendments to AS 14.03.150(c) and AS 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. The 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

COPY



The Honorable Ramona L. Barnes
January 22, 1993
Page 2

district as of a certain date, and on the district"s average daily membership
(ADM) . A district with a relatively higher property value per ADM 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 € 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, REAAs will not be subject to the
requirement for a participating share until fiscal year 1995.

In addition, the bill adds a new subsection to AS 14.11.017. Existing

AS 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.
New AS 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 way 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
money for school facilities. 1urge your early and favorable consideration of this

important legislation.
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STATE OF ALASKA

1993 LEGISLATIVE SESSION

Revision Date: March 31,1993

Title: *An Act making appropriations from the constitutional budget
reserve fund under Art. IX, sec. 17(cO of the Alaska Constitution

FISCALNOTE

for construction and major maintenance of schools; and providing

for an effective date.*

Sponsor: House Rules Committee by Request of the Governor
Requestor:
OPERATING FY94 FY95

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0-

CAPITAL 0-

REVENUE FUND SOURCE: -0-
FUNDING:

1002 Federal Receipts

1003 GF Match

1004 GF,

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL -0-

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY
Estimate of current year (FY93) Impact: SO

ANALYSIS: (Attach a separate page if necessary)

-0-

-0-

-0-

-0-

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

Prepared by: i/illiam H. Scott, Executive Director

Division: ~Alaska Permanent Fund Corporation

Approved by
Commissioner:
Agency:

-0-

-0-

-0-

BILL NO.

Dept. Affected:

-0-

CS House Bill 83 (HESS)

Department of Revenue

BRU: APFC
Component: APFC
COMPONENT SERIAL NO. 109
FY96 FYOQ7 FY98

-0-

(Thousands of Dollars)

-0*

0"

Phone:

Date:

Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE
For further distribution information call the Governor®s Legislative Office

(R 112 BlisoxdsR

Page 1 of

FY99

-0-

-0-

-0-

465-2047

March 31,1993



FISCALNOTE

STATE OFALASKA FVersion: cshb 83(hes)
1993 LEGISLATIVE SESSION () Publish Date; 472793
Revision Date: March 31,1993 Dept. Affected: Department of Revenue
Title: 'An Act making appropriations (rom the constitutional budget BRU: APFC
reserve fund under Art. 1X, sec. 17(c0O of the Alaska Constitution
for construction and major maintenance of schools; and providing
for an effective date.”
Component: APFC
Sponsor: House Rules Committee by Request of the Governor
Requestor: COMPONENT SERIAL NO. 109
OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE FUND SOURCE: -0- -0- -0- -0- -0- -0-
FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL -0- 0- «0- -0- -0- -0-
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate of current year (FY93) impact: SO
ANALYSIS: (Attach a separate page if necessary)
This bill has no fiscal impact on the Alaska Permanent Fund Corporation.
Prepared by: Director Phone: 465-2047
Division: Alaska Permanent Fund Corporation Date: March 31,1993
Approved by 7T Date:
Commissioner: B
Agency:
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
; For further distribution information call the Governor's Legislative Office
BvID) BoR Page 1 of 1

COMMITTEE COPY



STATE OF ALAS ~

X ivo.
1993 LEGISLATIVE SESSION : .

FISCAL NOTE Bill Version: hb 83

(H) Publish Date:. 1122131

Revision Dale: Department Affected: DOT&PF
Tiile: Approp: School Construction BRU:
Sponsor: Rules Component:
Requestor Governor Component Serial Number:

EXPENDITURES/REVENUES: (Thousandsof Dollars)

OPERATING FY94 FYOS 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

ND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
Capital o o ) o . 0 . i
REVENUE FUND SOURCE 0 0 0 0 0 0
FUNDING: (Thousandsof Dollars)

FEDERAL RECEIPTS 0 0 0 0 0 0
10BGF MATCH 0 0 0 0 0 0
10U GF 0 0 0 0 0 0
1006 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
POSITIONS
FULL-TIME 0 0 0 0 0 0

arttime 0 0 0 0 0 0
EMPORARY 0 0 0 0 0 0

Estimate of current year (FY93) impact: £

ANALYSIS: (Attach a separate page if necessary)

Prepared by: Kit Duke Phone: 562-2728
Division: Assistant Commissioner Date: January 20. 1993
Approved by Commissioner 2="NatkE=-" Phone: 465-3901

Frank G. Turpin (J
Agency: Department of Transportation and Public Facilities Date: January 20, 1993

PREPARER TO PROV|DE ALL DISTRIBUTION COPIES TO GOVERNOR'S  LEGISLATIVE OFFICE
For %rther olBtributljbn in ormatTlon call the Governor’s Leg|RsIative (B?me

COMMITTEE COPY Page 1 of



NO. 1
F lS C A L N O T E Bill Version: hb 83
SR ALASEA H) Publish Date: 1/22/93
1993 IE%CGISI7A\]TIVE SZEZSSI]_% (H) .
. a“e /-Jaguary Zz, . Abe<c Departirent of Reverie
Tide ' An'Act_ making appropriation for dft oT Fee

construction ad nmgjor.maintenance ofschooTs
Rules Committee by Reguest of CGovermor
4

Sputer
tonuuttr.

Bxandituros/Ravenuw
OPERATING
FRSONAL RS
TRAA
CONIRACTUAL
IS
EQURMENT
LANDe. SIRICTURS
GANTS QAN
miscellaneous
TOTAL OPERATING

R

CAPITAL 0-

REVENUE FUND SOURCES 041 PF earni ndfe * a -

FUNDING:

1002r*dws]| Rrctipu

1003 G FMtlch f..
1004 GF

1000Qf/Pntnm f&cuipi*

1008 GFIMKTTA

Othar 1041 PF earnings

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Eitfm tt* *laurr»nty«M,iFYB3) Impact; 4

ANALYSIS: (Attach i wp»nt» pig« if nie»Mvy)
See attached two pages.

— L
Prwcrtdbm
Otviiion:

Approved by Conwu'asionpf:

Afitnoy: t fee ¢ |

William H Scott, Executive s ¢ ¢to
Alaska Ferment FudCorporation
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L- WALTER J. HICKEL, GOVERNOR

GOLDBELT PLACE

DEPARTMENT OF EDUCATION JUNERU. ALASKA SoB0- 1504

CS for House Bill 83 (HES)

"An Act making appropriations for construction

and major maintenance of schools™

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



CS for House Bill No. 83 (HES)

"An Act making appropriations from the constitutional budget
reserve fund for construction and major maintenance of schools;
and providing for an effective date"

Grants for School Construction

e Section 1of this legislation ap#Jro riates $109,441,663 from the
constitutional budget reserve fund to the school construction gr.ant fund to

finance life, health, and safety construction projects in our public schools
which are necessary to avert imminent dangers, and projects for un-

housed students.

Grants for Major Maintenance

 Section 2of this legislation appro riates $41,8i 9,937 from the
constitutional budget reserve funa to a major maintenance Prant fund to

finance costs of certain repairs to many of our public schools.



SSCEIfINAL ANALYSIS.
CS for House Bill No. 83 (HES)

"An Act making appropriations from the constitutional budget
reserve Tfund for construction and major maintenance of schools;
and providing for an effective date."

Section 1 appropriates $109,441,663 from the constitutional
budget reserve fund to the school construction grant fund
and allocates payments to school districts and REAAs subject
no grant conditions.

Secti-on 2 appropriates $41, 819, 937 from the constitutional
buddget reserve fund to the major maintenance grant fund and
allocates payments to school districts and REAAs subject to

grant conditions.

Section 3 provides that appropriations under the Act are for
capital projects and are subject to the provisions of AS
37.25.020 relating to unexpended balances of appropriations
for capital projects.

Section 4 provides for an effective date for sections one
and three of this Act.

Section 5provides that section two takes effect on the
effective date of an Act creating a major maintenance grant

fund i1n AS 14.11.
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January 22, 1993

The Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art. IllI, sec. 18, of the Alaska Constitution, I am
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 many of our public schools. These
appropriations are cost-effective because making repairs now can often avoid
major rebuilding or construction costs later. Also, some of the projects may make
the schools more energy efficient, which will likely have long-term energy
savings for the state.

The appropriation amounts in both secs. 1and 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 may 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.

The need for additional capital money has been supported by the state Board of
Education. lurge support, as well, for these important projects.
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The Honorable Ramona L. Barnes
January 22, 1993
Page 2

Finally, while some may question the use of the earnings reserve account in the
permanent fund for these projects, | 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
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January 22, 1993

The Honorable Rick Halford
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Halford:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am
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 many of our public schools. These
appropriations are cost-effective because making repairs now can often avoid
major rebuilding or construction costs later. Also, some of the projects may make
the schools more energy efficient, which will likely have long-term energy

savings for the state.

The appropriation amounts in both secs. 1and 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 rhould allow limited state dollars
to go farther in financing capital needs in our public schools. Such a requirement
also may 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. ~ vV

The need for additional capital money has been supported by the state Hoard of
Education. lurge support, as well, for these important projects.



The Honorable Rick Halford
January 22, 1993
Page 2

Finally, while some may question the use of the earnings reserve account in the
permanent fund for these projects, 1 can see no higher use for this money 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.



Alaska Permanent Fund Corporation

P.0. Box 25500 Juneau, Alaska 99802-5500

(907) 4e6-2047
MEMORANDUM
DATE: January 14,1993
TO: Harry Gamble

Department ofEducation

FROM: Jim Kelty
Research SLiaison Officer

SUBJECT: Analysis ofthe ImpactofMaking Certain
Changes to the CurrentUse of Fund Income

Attached are two financial projections prepared by the /Jaska Permanent
Fund Corporation atyour request.

Financial Projection #1: This is the status quo case as of November 30,
1992. It provides the benchmark against which to compare and contrast
any changes to current law.

Financial Projection #2:- This projection makes the following changes to
the status quo: (1) in fiscal 1993 and 94, $150 million is appropriated from
the Fund's earnings reserve account to the General Fund; and (2) in fiscal
1995 and 96, $100 million is appropriated. ..
This analysis concerns itself with the following 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?



Harry Gamble
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Page 2

* How would they affecttotal dividend distributions (in millions), and
the amounts ofannual per capita dividends?

* How would they affect inflation-proofing transfers?

* How would they affect amounts available for distribution to the
General Fund.

To provide analysis-at-a-glance, the impacts for the fiscal years 1993, 2000,
2005 and 2010 are pulled offthe projection sheets and juxtaposed below

Status Quo Projection #2
(in millions) (in millions)
wmmmimm — LT tim >-
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

 finm ptffii 11 Annual NetIncome,™

Fiscal 1993: $1,073 $1,073
Fiscal 2000: 1,802 1,745
Fiscal 2005: 2,386 2,313
Fiscal 2010 3,072 2,978
SEDiiu<ienBylIHsirfl>utipnAMAAAREAEASAES
Fiscal 1993: $ 517 $ 517
Fiscal 2000: 807 781
Fiscal 2005: 1,127 1,091
Fiscal 2010: 1,464 1,420



Harry Gamble

January 14, 1993
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Status Quo Projection #2
(in'millions) (i millions)
1993: $ 922 $ 922
2000: 1,233 1,191
2005: 1,552 1,502
2010: 1,849 1,791
- #:AJnflftnon~rKK”ing ;0 hfrfer8 $/\W;y?
Fiscal 1993: $ 365 $ 365
Fiscal 2000: 1,106 1,106
Fiscal 2005: 1,260 1,221
Fiscal 2010 1,607 1,559
m MIit!:i21D &tribu?
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 Projection #2 would be as follows:

*

Fund prlnCIpal would be the same in 2000, $819 million smaller
in 2005, and $1,041 billion smallerin 2010.

Net INCOME would be $57 million smaller in 2000, $73 million
smaller in 2005, and $94 million smallerin 2010.

The diVidend diStribUtion would be $26 million smaller in 2000,

$36 million smallerin 2005, and $44 million smallerin 2010.

Per capita dividends would be $42.00 smaller in 2000, $50.00
smallerin 2005, and $58.00 in 2010. (Note: Dividends would be
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the same in fiscal 1993, $2.00 smaller in 1994, $7.00 smaller in
1995, $14.00 smallerin 1996 and $22.00 smallerin 1997))

» The Inflation-proofing transfer wourd ve the same in 2000, $39

m illion smallerin 2005, and $48 million smallerin 2010.

* The d|3tr|but|0n tO the General Fund would be $150 million larger
in 1993, and the same in 2000, 2005, and 2010. (Note:
Distributions to the General Fund would be $150 million larger
in 1994, $100 million largerin 1995 and $100 million larger in
1996.)

For Your Inform ation: These projections are based on a certain set of
basic assumptions; the numbers shown on these sheets would change if
different assumptions were used. The assumptions used in the
preparation of each projection are listed at the bottom of each projection

sheet, and explained herein.

It is the Corporation's policy to use conservative assumptions wherever
possible. Thus, the Fund’s long-term rate ofreturn is projected to average
3% per year after inflation; long-term inflation is projected to average 6%
per year; and the assumptions for future dedicated State oil revenues are
taken from the Department of Revenue's most recent 'low case" forecast.
The population assumptions used in the computation of future per capita
dividend payments are derived from the Middle Series ofthe Department
ofLabor's "Population Projections” dated November 1991.

PLEASE NOTE THAT THE CORPORATION NEITHER SUPPORTS
NOR OPPOSES ANY PROPOSED CHANGES TO THE CURRENT USE
OF FUND EARNINGS, EXCEPT AS THEY MAY RELATE TO THE
PROPER EXERCISE OF THE TRUSTEES' . FIDUCIARY
RESPONSIBILITIES AS REQUIRED UNDER THE PRUDENT

INVESTOR RULE.



