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BY  T H E  H E A L T H ,  E D U C A T I O N  A N D
1 IN  T H E  H O U S E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 520 (HESS)

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  Act e n t i t l e d :  " A n  A c t  r e l a t i n g  to p u b l i c  s c hool c o n s t r u c t i o n ;  and

7 p r o v i d i n g  f or an  e f f e c t i v e  date . "

8 BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

9 * S e c t i o n  1. A S  1 4 . 0 8 . 1 5 1  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

10 (c) T h e  i n t e r e s t  c o n v e y e d  to th e  r e g i o n a l  s c h o o l  b o a r d  u n d e r

11 this s e c t i o n  is s u b j e c t  to

12 (1) all the l i m i t a t i o n s  i m p o s e d  by the s t a t e ' s  p r e d e c e s s o r s

13 in interest;

14 (2) the r i g h t s  of  m u n i c i p a l i t i e s  e s t a b l i s h e d  a f t e r  the

15 e f f e c t i v e  d a t e  of this A ct that are a u t h o r i z e d  by AS  29 to o p e r a t e

16 s c h o o l s  in t he c o m m u n i t y ;  and

17 (3) o t h e r  terms, i n c l u d i n g  p o s s i b i l i t i e s  of r e v e r t e r  and

18 r e v e r s i o n s ,  that the d e p a r t m e n t  h o I c i n g  title imposes.

19 (d) If a scho o l  f a c i l i t y  c o n s t r u c t e d  by a r e g i o n a l  e d u c a t i o n a l

20 a t t e n d a n c e  a r e a  u n d e r  a u t h o r i t y  a s s u m e d  u n d e r  AS  1 4 . 1 1.020, in w h i c h

21 the s t ate r e t a i n s  an  in t e r e s t ,  ceas e s  to be u s e d  for s c h o o l  pu r p o s e s ,

22 the d e p a r t m e n t  m a y  d i s p o s e  of the f a c i l i t y  in a c c o r d a n c e  w i t h  law.

23 * Sec. 2. AS 1 4 . 1 1 . 0 1 0 ( b )  is r e p e a l e d  a nd r e e n a c t e d  to read:

24 (b) W i t h  r e g a r d  to p r o j e c t s  r e q u e s t e d  u n d e r  (a) of this s e c t i o n

25 the d e p a r t m e n t  s h all

26 (1) w i t h  s u c h  t e c h n i c a l  a s s i s t a n c e  or c o m m e n t s  as the

27 d e p a r t m e n t  m a y  r e q u e s t  f r o m  o t h e r  s t a t e  agencies, p r e p a r e  an e s t i m a t e

28 of the a p p r o p r i a t i o n  n e e d e d  to f i n a n c e  e a c h  p r o j e c t  a p p r o v e d  by the

29 d e p a r t m e n t ;
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1 (2) r a n k  e a c h  p r o j e c t  in the o r d e r  of p r i o r i t y  that s e r v e s

2 the b est i n t e r e s t s  of the state;

3 (3) r e c o m m e n d  to the g o v e r n o r  a p p r o p r i a t i o n s  for p r o j e c t s

| 4 to be i n c l u d e d  in the b u d g e t  s u b m i t t e d  to the legi s l a t u r e ;

5 (4) p r o v i d e  the g o v e r n o r  w i t h  a copy of the r e p o r t  ot

6 a s s embly, council, or r e g i o n a l  s c h o o l  b o a r d  that r e q u e s t e d  e a c h  p r oj-

7 ect a p p r o v e d  by the d e p a r t m e n t ;

8 (5) p r o v i d e  to the l e g i s l a t u r e  w i t h i n  the first 10 day s  of

9 e a c h  r e g u l a r  s e s s i o n  a s u m m a r y  of the p r o j e c t s  r e q u e s t e d  by e a c h

10 a s s e mbly, council, or r e g i o n - 1  s c h o o l  board.

11 * Sec. 3. AS 1 4 . 1 1 . 0 1 0 ( c )  is a m e n d e d  to read:

12 (c) In e s t a b l i s h i n g  p r i o r i t i e s  a m o n g  r e q u e s t e d  p r o j e c t s  the

13 d e p a r t m e n t  shall i d e n t i f y  and e v a l u a t e  at least t h e  f o l l o w i n g  factors:

14 (1) p r i o r i t i e s  a s s i g n e d  Jy the as s e m b l y ,  council, o r  scho o l

] 15 b o a r d  to the p r o j e c t s  re q u e s t e d ;

16 (2) e m e r g e n c y  r e q u i r e m e n t s ;

17 (3) the n u m b e r  of s t u d e n t s  w i t h o u t  c l a s s r o o m  space;

18 (4) n e w  local e l e m e n t a r y  or  s e c o n d a r y  p r o g r a m s ;

19 (5) e x i s t i n g  r e g i o n a l ,  c o m m unity, an d  s c h o o l  f a c i l i t i e s  and

20 the c o n d i t i o n  of the fac i l i t i e s ;

21 (6) the e c o n o m i c  a n d  s o cial s t a b i l i t y  of the m u n i c i p a l i t y

22 or r e g i o n ^

23 (7) d e m o g r a p h i c  d a t a  i n d i c a t i n g  p r e s e n t  a nd p r o j e c t e d

24 enr o l l m e n t ,  anc. p o p u l a t i o n  t r e n d s  in the m u n i c i p a l i t y  or region; and

25 (8) a f t e r  D e c e m b e r  31, 1988, the c o n d i t i o n  of e x i s t i n g

26 s c hool f a c i l i t i e s  in the c o m m u n i t y  in c o m p a r i s o n  to all o t h e r  s c h o o l s

27 in the s t a t e .

28 * Sec. 4. AS  1 4 .11 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

29 Sec. 14.11.030. S C H O O L  C O N D I T I O N  SURVEY. (a) E a c h  s c h o o l
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d i s t r i c t  r e q u e s t i n g  p r o j e c t  a p p r o v a l  u n d e r  AS  1 4 . 1 1 . 0 1 0  or  1 4 . 1 1 . 1 0 2  

sh all inspect a nd i n v e n t o r y  e a c h  of its s c h o o l s  a nd e d u c a t i o n  r e l a t e d  

f a c i lities, u n d e r  s t a n d a r d s  a d o p t e d  by  the d e p a r t m e n t  in  c o m p l i a n c e  

w i t h  AS 44.62, n o t i n g  t h e i r  age, c o n d ition, c o m p l i a n c e  w i t h  laws a nd 

r e g u l a t i o n s  r e l a t i n g  to h e a l t h  and safety, b u i l d i n g  codes, a n d  a n n u a l  

m a i n t e n a n c e  and o p e r a t i o n s  costs. T he i n v e n t o r y  s h all be s u b m i t t e d  to 

the d e p a r t m e n t  for r e v i e w  a n d  analysis.

(b) T he d e p a r t m e n t  m a y  i n s p e c t  and i n v e n t o r y  the s c h o o l s  and

e d u c a t i o n  r e l a t e d  f a c i l i t i e s  in the s t a t e  u n d e r  s t a n d a r d s  a d o p t e d  

u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62).

(c) E a c h  school d i s t r i c t  s h all a n n u a l l y  r e v i s e  ’_s i n v e n t o r y  by

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

e x i s t i n g  schools, and m a j o r  m a i n t e n a n c e  a nd r e p a i r s  p a i d  fo r  w i t h  

local m o n e y ,  state m u n i c i p a l  grants, a p p r o p r i a t i o n s  u n d e r  AS  1 4 . 1 1 . 0 2 0  

and debt r e i m b u r s e d  u n d e r  A S  14.11.100. E a c h  s c h o o l  d i s t r i c t  s h a l l  

also a n n u a l l y  report the a m o u n t  of m o n e y  spent in the p r e v i o u s  fiscal 

y e a r  for m a i n t e n a n c e  a nd o p e r a t i o n s  costs in a u n i f o r m  m a n n e r  as 

r e q u i r e d  by the d e p a r t m e n t .  T he a n nual r e v i s i o n s  m u s t  be s u b m i t t e d  to 

the d e p a r t m e n t  f or r e v i e w  a n d  analysis.

(d) A f t e r  D e c e m b e r  31, 1988, the c o n d i t i o n  of the scho o l  d i s­

trict's s c hools and e d u c a t i o n  r e l a t e d  f a c i l i t i e s  in  c o m p a r i s o n  to all 

o t h e r  s c h o o l s  in the s t a t e  m u s t  be a f a c t o r  in e v a l u a t i o n  of p r o j e c t s  

u n d e r  AS 14.11 010 and 14.11.102.

Sec. 5. AS 1 4 . 1 1 . 1 0 0 ( a ) ( 5 )  is a m e n d e d  to read:

(5) s u b j e c t  to (h), (i), and (j ) of this section, 80 p e r­

cent of

(A) p a y m e n t s  m a d e  by the m u n i c i p a l i t y  d u r i n g  the 

fisc a l  y e a r  for the r e t i r e m e n t  of p r i n c i p a l  and i n t e r e s t  on 

o u t s t a n d i n g  bonds, n o t e s  or o t h e r  i n d e b t e d n e s s  a u t h o r i z e d  by the
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1 q u a l i f i e d  v o t e r s  of the m u n i c i p a l i t y  a f t e r  J u n e  30, 1.983, a nd

2 b e f o r e  A p r i l  1, 1986, to p a y  costs of s c h o o l  c o n s t r u c t i o n ,  addi-

3 t i ons to schoo l s ,  a.nd m a j o r  r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d

4 $ 2 5 , 0 0 0  a nd are a p p r o v e d  u n d e r  AS  1 4 . 0 7 . 0 2 0 ( 1 1 ) ;  and

5 (B) c a s h  p a y m e n t s  m a d e  a f t e r  J u n e  30, 1983, a n d  b e f o r e

6 Tuly 1, 1986, by the m u n i c i p a l i t y  d u r i n g  the f i scal y e a r  two

7 y e a r s  e a r l i e r  to p a y  costs of s c h o o l  c o n s t r u c t i o n ,  a d d i t i o n s  to

8 s c h ools, a n d  m a j o r  r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d  $ 2 5 , 0 0 0

9 a nd are a p p r o v e d  u n d e r  AS  1 4 . 0 7 . 0 2 0 ( 1 1 ) .

10 * Sec. 6. AS  1 4 . 1 1 . 1 0 0 ( a )  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:
, I

11 (6) s u b j e c t  to (h), (i), a n d  (j ) of this s e c t i o n

12 (A) p a y m e n t s  m a d e  by the m u n i c i p a l i t y  d u r i n g  the

13 f i s c a l  y e a r  for the r e t i r e m e n t  of p r i n c i p a l  on o u t s t a n d i n g  bonds,

14 n o t e s  or  o t h e r  i n d e b t e d n e s s  a u t h o r i z e d  by  the q u a l i f i e d  v o t e r s  of

15 the m u n i c i p a l i t y  a f t e r  M a r c h  31, 1986, to p ay costs of s c h o o l

16 c o n s t r u c t i o n ,  a d d i t i o n s  to schools, a n d  m a j o r  r e h a b i l i t a t i o n

17 p r o j e c t s  that e x c e e d  $ 2 5 , 0 0 0  and that are a p p r o v e d  u n d e r  AS 14.-

18 11.102; and

19 (B) 80 p e r c e n t  of c a s h  p a y m e n t s  m a d e  a f t e r  J u n e  30,

20 1986, by the m u n i c i p a l i t y  d u r i n g  the fisc a l  y e a r  two y e a r s  earli-

21 er to p ay c o sts of s c h o o l  c o n s t r u c t i o n ,  a d d i t i o n s  to schools, and

22 m a j o r  r e h a b i l i t a t i o n  p r o j e c t s  that e x c e e d  $ 2 5 , 0 0 0  a nd are app-

23 r o v e d  u n d e r  AS  1 4 . 1 1.102.

24 * Sec. 7. AS 1 4 . 1 1 . 1 0 0 ( b )  is a m e n d e d  to read:

25 (b) T he c o m m i s s i o n e r  s h a l l  a d m i n i s t e r  the p r o g r a m  of r e i m b u r s e -

26 m e n t  a u t h o r i z e d  u n d e r  this s e c t i o n  a n d  shall p r o v i d e  by  r e g u l a t i o n  for

27 the f i l i n g  of a p p l i c a t i o n s  f or r e i m b u r s e m e n t ,  the f o r m  of p r o o f  of

28 costs fo r  w h i c h  a p p l i c a t i o n  f or r e i m b u r s e m e n t  is made, a n d  o t h e r

29 r e g u l a t i o n s  n e c e s s a r y  to a d m i n i s t e r  the p r o gram. T he c o m m i s s i o n e r
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1 s h all e x c l u d e  f r o m  the t o t a l  s c h o o l  c o n s t r u c t i o n  cost cf the local

2 d i s t r i c t  all s t a t e  and f e d e r a l  funds i n c l u d e d  in t h e s e  c o sts e x c e p t

3 funds p r o v i d e d  u n d e r  this s e c t i o n  a nd AS  4 3 . 5 0 . 1 4 0 .  I n  a p p r o v i n g

\  a p p l i c a t i o n s  f or r e i m b u r s e m e n t ,  the c o m m i s s i o n e r  s h all

5 [(1)] o f f s e t  a g a i n s t  the a m o u n t  of r e i m b u r s e m e n t  a u t h o r i z e d

6 the a m o u n t  of any funds d i s t r i b u t e d  to the b o r o u g h  or cit y  in the

7 s e c o n d  p r e c e d i n g  f i s c a l  y e a r  iroin the s t h o u l  fund p r o v i d e d  fo r  in

8 A S  43.50.: '*0^ [;

9 (. R e p ealed]

10 * Sec. 8. AS  Is 11.100(h) is a m e n d e d  to read:

11 (h) In d e t e r m i n i n g  a n  [AN] a l l o c a t i o n  unde, (a)(4)- [OR] ( 5 ) , or

12 ( 6 ) of this s e c t i o n  for s c h o o l  c o n s t r u c t i o n  b e g u n  a f t e r  J u l y  1, 1982,

13 the c o sts of s c h o o l  c o n s t r u c t i o n  m u s t  [SHALL] be r e d u c e d  by  the amount

14 of m o n e y  u s e d  for the c o n s t r u c t i o n  of r e s i d e n t i a l  space, h o c k e y  rinks,

15 p l a n e t a r i u m s , saunas, an d  o t h e r  f a c i l i t i e s  for s i n g l e  p u r p o s e  s p o r t i n g

]6 or r e c r e a t i o n a l  u s e s  that a re n ot s u i t a b l e  for o t h e r  a c t i v i t i e s  and by

17 the m o n e y  u s e d  f or c o n s t r u c t i o n  that e x c e e d s  the a m o u n t  n e e d e d  for

18 c o n s t r u c t i o n  of a f a c i l i t y  of  e f f i c i e n t  d e s i g n  as d e t e r m i n e d  by the

19 d e p a r t m e n t .  T he costs of s c h o o l  c o n s t r u c t i o n  [AN A L L O C A T I O N  U N D E R  (a)

20 (4) or (5) O F  THI S  SECTION] m a y  n ot be r e d u c e d  by the a m o u n t  of m o n e y

21 u s e d  for c o n s t r u c t i o n  of a s m a l l  s w i m m i n g  pool, tank, or  w a t e r  s t o r a g e

22 f a c i l i t y  u s e d  f or w a t e r  sports. H o w e v e r ,  an a l l o c a t i o n  s h a l l  be

23 r e d u c e d  b y  the d i f f e r e n c e  b e t w e e n  the a m o u n t  of m o n e y  u s e d  to con-

24 struct a s w i m m i n g  p o o l  that e x c e e d s  the s t a n d a r d s  a d o p t e d  by the

25 d e p a r t m e n t  a nd the a m ount of m o n e y  that w o u l d  h a v e  b e e n  u s e d  to con-

26 struct i\ s m all s w i m m i n g  pool, tank, or w a t e r  s t o r a g e  f a c i l i t y ,  as

27 d e t e r m i n e d  by  the c o m m i s s i o n e r .

28 * Sec. 9. A S  1 4 . 1 1 . lr J(i) is a m e n d e d  to read:

29 (i) F o r  the p u r p o s e s  o f  ( a ) ( 4)^ [AND] ( 5 ) , an d  (6) of this
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1 s e c t i o n

2 (1) an  i n d e b t e d n e s s  fo r  b o n d s  is i n c u r r e d  a f t e r  the b o nds

3 a re sold;

4 (2) r e i m b u r s e m e n t  f or a c a s h  p a y m e n t  m a y  o n l y  be m a d e  a f t e r

5 the p a y m e n t  is m a d e  to a v e n d o r ;  a nd

6 (3) p a y m e n t s  m a y  not be m a d e  f o r  c o sts that are i n c u r r e d

1 u n d e r  a c o n t r a c t  a f t e r  c o n t r a c t  h a s  b e e n  r e l eased.

8 *  Sec. 10. AS, 1 4 . 1 1 . 1 0 0 ( j ) is a m e n d e d  to read:

9 (j ) T he s t a t e  m a y  not a l l o c a t e  m o n e y  to a m u n i c i p a l i t y  for a

10 s c h o o l  c o n s t r u c t i o n  p r o j e c t  u n d e r  (a)(5) or (6) of this s e c t i o n  u n l e s s

11 the m u n i c i p a l i t y  c o m p l i e s  w i t h  the r e q u i r e m e n t s  of (1) - (4) of  this

12 s u b s e c t i o n  a nd the p r o j e c t  is a p p r o v e d  u n d e r  AS 1 4 . 1 1 . 1 0 2  [BY T H E

13 C O M M I S S I O N E R ]  b e f o r e  the local v o t e  on the b o n d  i s sue for the p r o ject.

14 In a p p r o v i n g  a p r o j e c t  u n d e r  thia s u b s e c t i o n ,  the comm'.ssioner s h all

15 r e q u i r e

16 (1) the m u n i c i p a l i t y  to i n c l u d e  on  the b a l l o t  for the b o n d

17 i s s u e  the e s t i m a t e d  t o t a l  cosit of ea h p r o j e c t  i n c l u d i n g  e s t i m a t e d

18 a n n u a l  o p e r a t i o n  and m a i n t e n a n c e  c o s t s  a nd the e s t i m a t e d  a m o u n t s  that

19 w i l l  be p a i d  by  the s t a t e  and! by  the m u n i c i p a l i t y ;

20 (2) that he bondsi m a y  noi be r e f u n d e d  u n l e s s  the p r e sent

21 v a l u e  of the a n n u a l  debt s e r v i c e  o n  the r e f u n d i n g  i s s u e  is not g r e a t e r

22 t h a n  95 p e r c e n t  of the p r e s e n t  v a l u e  of the a n n u a l  deb t  s e r v i c e  on the

23 o r i g i n a l  issue;

24 (3) tha t  the bonds m u s t  be  r e p a i d  in  a p p r o x i m a t e l y  e q ual

25 a n n u a l  p r i n c i p a l  p a y m e n t s  [OR A P P R O X I M A T E  E Q U A L  D E B T  S E R V I C E  P A Y MENTS]

26 o v e r  a p e r i o d  of [AT LEAST] 10 y e a r s  or  a d i f f e r e n t  t e r m  that m a y  be

27 e s t a b l i s h e d  by the s t a t e  b o n d  c o m m i t t e e  u n d e r  A S  3 7 . 1 5 . 7 9 0 ;

28 (4) the m u n i c i p a l i t y  to d e m o n s t r a t e  n e e d  f o r  the p r o j e c t  by

29 e s t a b l i s h i n g  that the s c h o o l  d i s t r i c t  h as

C S H B  5 2 0 ( H E S S )  - 6 -



1 (A) p r o j e c t e d  l l n g - t e r m  s t u d e n t  e n r o l l m e n t  that inai-

2 cates the d i s t r i c t  has i n a d e q u a t e  f a c i l i t i e s  to m e e t  p r e s e n t  or

3 p r o j e c t e d  enroIlmen',; or

4 (B) f a c i l i t i e s  tha t  r e q u i r e  r e p a i r  or  r e p l a c e m e n t  in

5 o r d e r  to m e e t  h e a l t h  a nd s a f e t y  laws or r e g u l a t i o n s  or  b u i l d i n g

6 codes.

7 *  Sec. 11. AS 1 4 .11 is a m e n d e d  b y  « H ding a n e w  s e c t i o n  to read:

8 Sec. 14.11.101. M U N I C I P A L  DEBT. T he p o r t i o n  of m u n i c i p a l  s c h o o l

9 d ebt s u b j e c t  to r e i m b u r s e m e n t  by the s t ate is not s u b j e c t  to a m u n i c i -

10 pal deb t  limit u n l e s s  the d e b t  limit is a d o p t e d  by the m u n i c i p a l i t y

11 a nd e x p r e s s l y  a p p l i e s  to r e i m b u r s a b l e  p o r t i o n s  of s c hool de;bt.

12 *  Sec. 12. AS 1 4 . 1 1 . 1 0 2  is a m e n d e d  to read:

13 Sec. 14.11.102. E V A L U A T I O N  OF  P R O J ECTS. T h e  d e p a r t m e n t  shall

14 e v a l u a t e  p r o j e c t s  for w h i c h  r e t i r e m e n t  of s c h o o l  c o n s t r u c t i o n  debt

15 u n d e r  A S  1 4 .1 1 . 1 0 0 ( a ) ( 6 )  is r e q u e s t e d  by s c h o o l  d i s t r i c t s  in  accor-

16 d a n c e  w i t h  the p r o c e d u r e s  set out in AS 1 4 . 1 1 . 0 1 0  a nd c r i t e r i a  set out

17 in  AS  1 4 . 1 1 . 1 0 0 ( j ) ( 4 ) . [A R E Q U E S T  F O R  A N  A L L O C A T I O N  OF  F U N D S  U N D E R

18 AS  1 4 . 1 1 . 1 0 0  M U S T  B E  S U B M I T T E D  TO  T H E  D E P A R T M E N T  B Y  T H E  S C H O O L

19 D I S T R I C T  NO  L A T E R  T H A N  O C T O B E R  15 O F  T H E  F I S C A L  Y E A R  B E F O R E  T H E  F I S C A L

20 Y E A R  F O R  W H I C H  T H E  R E Q U E S T  IS M A DE.]

21 * Sec. 13. AS 1 4 . 1 1 . 1 0 2  is a m e n d e d  by  a d d i n g  n e w  s u b s e c t i o n s  to read:

22 (b) A f t e r  r e v i e w i n g  all p r o j e c t s  f or w h i c h  r e t i r e m e n t  of s c h o o l

23 c o n s t r u c t i o n  d ebt is r e q u e s t e d ,  the d e p a r t m e n t  shall r a n k  th e  p r o j e c t s

24 a p p r o v e d  u n d e r  this s e c t i o n  in  the o r d e r  in w h i c h  e a c h  s e r v e s  the bes t

25 i n t e r e s t s  of the state. A l l  p r o j e c t s  a p p r oved, but f or w h i c h  no

26 a l l o c a t i o n  of m o n e y  has b e e n  m a d e  u n d e r  A S  1 4 . 1 1.103, s h a l l  be in-

27 e l u d e d  in  the s. Tie ranking.

28 (c) In  c o n s i d e r i n g  r e q u e s t s  u n d e r  thio section, the d e p a r t m e n t

29 m a y  r e ject r e q u e s t s  d u e  to
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1 (1) i n c o m p l e t e  i n f o r m a t i o n  or  d o c u m e n t a t i o n  p r o v i d e d  by  the

2 s c h o o l  d i s trict;

3 (2) a d e t e r m i n a t i o n  t b ' \  e x i s t i n g  f a c i l i t i e s  ca n  a d e q u a t e l y

4 s e rve the p r o g r a m  r e q u i r e m e n t s  or  that a l t e r n a t i v e  p r o j e c t s  ar e  in the

5 bes t  i n t e r e s t s  of the state;
t

6 (3) a d e t e r m i n a t i o n  that the p r o j e c t  is i n a p p r o p r i a t e  for
c

7 e d u c a t i o n  c o n s t r u c t i o n  and s h o u l d  be a d i s t r i c t  m a i n t e n a n c e  a nd o p era-

8 t i o n  e x p e n d i t u r e ;  or

9 (4) a d e t e r m i n a t i o n  that the p r o j e c t  is not in the best

10 i n t e r e s t  of the state.

11 (d) The d e p a r t m e n t  s h all d e v e l o p ,  w i t h  t e c h n i c a l  a s s i s t a n c e  that

12 m a y  be p r o v i d e d  by  o t h e r  s t a t e  ag e n c i e s ,  a n  e s t imate, u n d e r  a p p r o p r i -

13 ate d e s i g n  s t a n d a r d s  for its g e o g r a p h i c  l o c ation, of the a m o u n t  n e e d e d

14 to c o n s t r u c t  e a c h  p r o j e c t  u n d e r  (b) of this s e c t i o n  for w h i c h  it

15 a p p e a r s  a p p r o v a l  f or r e i m b u r s e m e n t  w i l l  be  granted.

16 (e) The d e p a r t m e n t  may, b a s e d  u p o n  the e s t i m a t e  p r e p a r e d ,  e i t h e r

17 a p p r o v e  the p r o j e c t  in the a m o u n t  r e q u e s t e d  or  a p p r o v e  the s c hool

18 d i s t r i c t ' s  r e q u e s t  in a l e s s e r  amount.

19 * Sec. 14. AS 1 4 .11 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

20 Sec. 14.11.103. A L L O C A T I O N S  OF  M O N E Y  F O R  S C H O O L  D E B T  R E T I R E M E N T .

21 (a) A r e q uest fo r  an a l l o c a t i o n  of m o n e y  u n d e r  AS 1 4 . 1 1 . 1 0 0  for

22 s c h o o l  c o n s t r u c t i o n  debt r e t i r e m e n t  s h all be  s u b m i t t e d  to the d e p a r t -

23 men t  by the s c h o o l  d i s t r i c t  no l a t e r  t h a n  O c t o b e r  1.5 of the f i s c a l

24 y e a r  b e f o r e  the fisc a l  y e a r  f or w h i c h  the r e q u e s t  is made.

25 (b) B e f o r e  a r e q u e s t  for a n  a l l o c a t i o n  of m o n e y  f or r e t i r e m e n t

26 of s c h o o l  c o n s t r u c t i o n  debt u n d e r  AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 )  is s u b m i t t e d ,  the

27 p r o j e c t  m u s t  h a v e  b e e n  a p p r o v e d  and r a n k e d  u n d e r  the p r o v i s i o n s  of

28 AS  14.11.102.

29 (c) The d e p a r t m e n t  s h all a p p r o v e  r e q u e s t s  for a l l o c a t i o n s  for
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1 d e b t  r e t i r e m e n t  for w h i c h  no p r e v i o u s  a l l o c a t i o n  has b e e n  m a d e  in the

2 o r d e r  of the p r i o r i t y  e s t a b l i s h e d  u n d e r  AS  14.11.102,

3 (1) if s t a t e  a l l o c a t i o n s  u n d e r  A S  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ,  w h e n

4 c o m b i n e d  w i t h  all e x i s t i n g  s t a t e  a l l o c a t i o n s  u n d e r  AS  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ,

5 (A) r e sult in t o t a l  s t a t e  a l l o c a t i o n s  for r e t i r e m e n t  of p r i n c i p a l  that

6 do not e x c e e d  $ 1 0 , 0 0 0 , 0 0 0 ,  or  a l e s s e r  a m o u n t  d e t e r m i n e d  by the s t a t e

7 b o n d  c o m m i t t e e  u n d e r  A S  37 . 1 5 . 7 9 0 ,  or (B) r e s u l t  in t o tal state allo-

8 c a t i o a s  for cas h  p a y m e n t s  that do not e x c e e d  $ 5 , 0 0 0 , 0 0 0 ,  in a ny y e a r

9 b e f o r e  the r e t i r e m e n t  of  all deb t  e n t i t l e d  to an a l l o c a t i o n  u n d e r

10 AS  1 4 . 1 1 . 1 0 0 ( a ) ( 6 ) ;  and

11 (?.) if the r e q u e s t s  mee t  the r e q u i r e m e n t s  of AS 14.11.100.

12 * Sec. 15. A S  14.11 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

13 Sec. 14.11.131. O T H E R  AID. Thi s  c h a p t e r  does not limit the

14 a u t h o r i t y  of m u n i c i p a l i t i e s  to a c q u i r e  or c o n s t r u c t  s c h o o l s  or a s s oci-

15 ate d  f a c i l i t i e s  by

16 (1) c a s h  p a y m e n t  not s u bject to r e i m b u r s e m e n t  by the s t ate

17 u n d e r  AS 14.11.100;

18 (2) debt a u t h o r i z e d  by local v o t e r s  and f a l l i n g  u n d e r  a

19 m u n i c i p a l  debt limit but n ot s u b j e c t  to r e i m b u r s e m e n t  by the s t ate

20 u n d e r  AS  14.11.100;

21 (3) l e a s e - p u r c h a s e  d u l y  a u t h o r i z e d ,  w h e n  the l e a s e - p u r c h a s e

22 c o n t r a c t  is w i t h  the A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  a c t i n g  as the

23 A l a s k a  S t ate B u i l d i n g  A u t h o r i t y ;

24 (4) gift, b e q u e s t ,  grant, or deed; or

25 (5) a c q u i s i t i o n  of federal, state, or o t h e r  s u r p l u s  p r o p e r -

26 t y .

27 * *ec. 16. A S  37.15 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

28 Sec. 37.15.790. M U N I C I P A L  S C H O O L  DEBT. If, at any time, the

29 s t ate b o n d  c o m m ittee, i n  its j u d g m e n t ,  d e t e r m i n e s  that the a m o u n t  or
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1 r e t i r e m e n t  of d ebt i s s u e d  by  m u n i c i p a l i t i e s  s u b j e c t  to r e i m b u r s e m e n t

2 by the state u n d e r  AS  1 4 . 1 1 . 1 0 0  is no t  i n  t he bes t  i n t e r e s t s  of the

3 state, the c o m m i t t e e  ma y

4 (1) e s t a b l i s h  a n  a m ount or a m o u n t s ,  for a ny o r  all y e a r s

5 b e f o r e  the m a t u r i t y  of all of that m u n i c i p a l  debt, that m a y  not be

6 e x c e e d e d  by  the Department: of E d u c a t i o n  i n  a p p r o v i n g  r e q u e s t s  for

7 a l l o c a t i o n s  u n d e r  AS  14.11.103; or

8 (2) es t a b l i s h ,  u n d e r  A S  1 4 . 1 1 . 1 0 0 ( j ) (3), a t e r m  r e q u i r e d

9 for the m a t u r i t i e s  of m u n i c i p a l  debt a u t h o r i z e d  by local v o t e r s  a f t e r

10 M a r c h  31, 1 9 8 b.

11 *  Sec. 17. Th e  D e p a r t m e n t  of E d u c a t i o n  a nd the D e p a r t m e n t  of T r a n s p o r -

12 t a t i o n  a nd P u b l i c  F a c i l i t i e s  s h all s t udy a nd e v a l u a t e  s c h o o l  c o n s t r u c t i o n

13 r e q u i r e m e n t s  b a s e d  u p o n  p r o j e c t e d  e n r o l l m e n t s  a nd f a c i l i t y  n e e d s  a n d  recom-

14 m e n d  to the l e g i s l a t u r e  by  J a n u a r y  25, 1988, a p l a n  of scho o l  c o n s t r u c t i o n

15 to mee t  the e n r o l l m e n t  d e m a n d s  a n d  its e s t i m a t e d  costs t h r o u g h  the y e a r

16 2001.

17 * Sec. 18. T h i s  Ac t  takes effect J u l y  1, 1986.
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James t 
3/26/86

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

BY THE COMMUNITY AND 
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 520 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

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

• •' providing for an effective date."

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

* Section 1. AS 14.08.151 is amended by adding new subsections to read:

(c) The interest conveyed to the regional school board under

this section is subject to

(1) limitations imposed by the state's predecessors in

interesu;

(2) the rights of municipalities established after June 30, 

1986, that are authorized by AS 29 to operate schools in the com­

munity; and .

(3) other, terms, including possibilities of reverter and 

reversions, that the department holding title imposes.

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

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

the state retains an interest, ceases to be used for school purposes, 

the department may dispose of the facility in accordance with law. 

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

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

the department shall

(1) with technical assistance or comments that the depart­

ment may request from other state agencies, prepare an estimate of the 

appropriation needed to finance each project approved for reimburse­

ment by the department;
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(2) rank each p ro je c t  in the order o f  p r i o r i t y  that serves 
the best in te re s t s  o f  the s ta te ;

(3) recommend to the governor approp r ia t ions f o r  p ro je c ts  
to be included in the budget submitted to the l e g i s l a t u r e ;

(A) provide the governor with a copy o f  the repo r t  o f  the 
• assembly, counc i l ,  or reg iona l  school board that requested each p r o j ­
ect approved by the department;

(5 ) provide to the le g i s l a t u r e  w ith in the f i r s u  10 days o f 
each regu la r  session a summary o f  the p ro je c ts  requested by each 
assembly, counc i l , . -o r  reg iona l  school board.

* Sec. 3. AS 1A . 11. QIO(c) i s  amended to read:
(c ) In e s tab l ish ing  p r i o r i t i e s  among requested p ro je c ts  the 

department shail- i d e n t i f y  and eva luate at le a s t  the fo l low ing  fa c to r s :
(1) p r i o r i t i e s  assigned by the assembly, counc i l ,  or school 

board to the p ro je c ts  requested;
. ( 2 )  emergency requirements;
(3.) the number o f  students without classroom space;
(A) new lo c a l  elementary or secondary programs;
(5 ) ex is t ing  reg io n a l ,  community, and school f a c i l i t i e s  and 

the condit ion o f  the f a c i l i t i e s ;
(6) the economic and s o c ia l  s t a b i l i t y  o f  the mun ic ipa l i ty

or region^
(7) demographic data ind ica t ing  present and pro jec ted 

enro l lment, and populat ion trends in the mun ic ipa l i ty  or reg ion ; and
(8) a f t e r  December 31, 1988, the condit ion o f  e x i s t i n g

school f a c i l i t i e s  in the community in comparison to a l l  o ther schools
in the s t a t e .

* Sec. A. AS 1A. 11 is  amended by adding a new sect ion to read:
Sec. 1 A. 1 1 .030 . SCHOOL CONDITION SURVEY. (a) A school d i s t r i c t
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requesting p ro je c t  approval under AS 14 .11 .010 or 14 .11 .102 s h a l l  
inspect and inventory each o f  i t s  schools and education re la ted  f a c i l ­
i t i e s ,  under standards adopted by the department in compliance with 
AS. 44 .62 ,  noting th e i r  age, condit ion , compliance with laws and regu-

i * *

l a t i o n s  r e la t in g  to hea lth  and sa fe ty ,  bu i ld ing codes, and annual 
maintenance and operations costs .  The inventory s h a l l  be submitted to 
the department for ' . review and ana ly s is .

(b) The department may inspect and inventory the schools and
education r e la ted  f a c i l i t i e s  in the s ta te  under standards estab l ished 
in regu la t ions  adopted under the Administrat ive Procedure Act (AS 44 . -  
62) .

(c ) Each school d i s t r i c t  s h a l l  annua l ly  re v ise  i t s  invento"y by
including new schools constructed, r e h a b i l i t a t i o n s  or add it ions to
ex is t ing  schools , and major maintenance and repa i rs  paid f o r  with
l o c a l  money, s ta te  municipal g rants ,  appropr ia t ions under AS 14,11 .020 
and debt reimbursed under AS 14 .11 .100 .  Each school d i s t r i c t  s h a l l  
a lso  annual ly  repo r t  the amount o f  money spent in the previous f i s c a l  
year f o r  maintenance and operations costs in a uniform manner as 
requ ired by the department. The annual rev is ion s  s h a l l  be submitted 
to the department f o r  review and a n a ly s i s . . -

(a )  A f te r  December 31, 1988, fne condit ion o f  the school d i s ­
t r i c t ' s  schools and education re la ted  f a c i l i t i e s  in comparison to a l l
o ther schools in the s ta te  must be a f a c t o r  in eva luat ion o f  p ro je c ts  
under AS 14 .11 . 0 10.. and 14 .11 .102 .
Sec. 5. AS 1 4 .1 1 .1 0 0 (a ) ( 5 )  is  amended to read:

(5 ) sub ject to ( h ) , ( i ) ,  and ( j )  o f  th is  sect ion , 80 per­
cent o f

(A) payments made by the mun ic ipa l i ty  during the
f i s c a l  year f o r  the ret i rement o f  p r in c ip a l  and in te r e s t  on 

•. -3 -  CSHB 520 (C&RA)



outstanding bonds, notes or other indebtedness authorized by the 
q u a l i f i e d  voters o f  the mun ic ipa l i ty  a f t e r  June 30, 1983, and
before Ap r i l  1, 1986, to pay costs o f  school construc t ion , addi­
t i o n s  to r.chools, and major r e h a b i l i t a t i o n  p ro je c ts  that exceed 
$25,000 and are approved under AS 1 4 .0 7 .0 2 0 (1 1 ) ;  and

(B) cash payments made a f t e r  June 30, 1 983, by the
munic ipa l i ty  during the f i s c a l  year two years e a r l i e r  to pay 
costs o f  school const ruc t ion ,  addit ions to schoo ls , aid major
r e h a b i l i t a t i o n  p ro je c ts  that exceed $25,000 and are approved 
e i the r  under.. AS 14 .07 .020 (1  1 ) o r ,  f o r  p ro je c ts  approved a f t e r  
June 30, 1986, under AS 1 4 .1 1 .1 0 2 .

* Sec. 6. AS 1 4 .1 1 ;1 00(a) i s  amended by adding a new paragraph to read:
(6 ) subject to ( h ) , ( i ) ,  and ( j )  o f  th is  section payments

made by the munic ipa l i ty  during the f i s c a l  year f o r  the re t i rement o f
p r in c ip a l  on outstanding bonds, notes or other indebtedness authorized
by the q u a l i f i e d  voters o f  the mun ic ipa l i ty  a f t e r  March 31, 1986, to 
pay costs o f  school const ruc t ion ,  addit ions to schoo ls , and major
r e h a b i l i t a t i o n  p ro jec ts  that exceed $25,000 and that are approved 
under AS 14.11 .102.-

* Sec. 7. AS 14 .11 .100 (h )  is  amended to read:
(h) In determining an [AN] a l l o c a t i o n  under ( a ) ( 4 ) J_ [OR] ( 5 ) , or

(6 ) o f  th is  section f o r  school construct ion begun a f t e r  Ju ly  1, 1982, 
the costs o f  school construction must [SHALL] be reduced by the amount 
o f  money used f o r  the const ruc t ion o f  r e s id e n t i a l  space, hockey r in k s ,  
p laneta r iums, saunas, and other f a c i l i t i e s  f o r  s ing le  purpose sporting 
or re c re a t ion a l  uses that are not su i tab le  f o r  other act iv t ie s  and by
the money used f o r  construction that exceeds the amount needed f o r
construction o f  a f a c i l i t y  o f  e f f i c i e n t  design as determined by the 
department. . The costs o f  school construct ion [AN ALLOCATION UNDER (a) 
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(A) or (5) OF THIS SECTION] may not be reduced by the amount o f  money 
used f o r  construction o f  a s c u l l  swimming; poo l ,  tank, or water storage 
f a c i l i t y  used f o r  water sports .  However, an a l l o c a t io n  s h a l l  be

• reduced by the d i f fe rence  between the amount o f  money used to con­
s t ru c t  : a swimming pool that exceeds the standards adopted by the 
department and the amount o f  money that would have been used to con­
s t ruc t  a small swimming poo l ,  tank, o r  water storage f a c i l i t y ,  as

• determined by the commissioner.
* Sec. 8. AS 14 .1 1 .1 0 0 ( i )  is  amended to read:

( i )  For the purposes o f  ( a ) (4 )^  [AND] (5 ) , and (6! o f  th is
section

(1) an indebtedness f o r  bonds is  incurred a f t e r  the bonds
are so ld ;

(2 ) reimbursement f o r  a cash payment may only be made a f t e r
■ the payment is  made to a vendor; and

. ( 3 )  payments may not be made f o r  costs that are incurred
under a contract a f t e r  the contract has been re leased .

. * Sec. 9. AS 1 4 . 1 1 .T00 ( j )  i s  amended to read:
( j )  The s ta te  may not a l l o c a te  money to a mun ic ipa l i ty  f o r  a 

school construction p ro je c t  under ( a ) ( 3 )  o f  (6) o f  th is  sect ion unless 
the mun ic ipa l i ty  complies with the requirements o f  (1 )  - (4 )  o f  th is  
subsection and the p ro je c t  is  approved under AS 14.11 .102 [BY THE 
COMMISSIONER] before the lo c a l  vote on the bond issue f o r  the p ro je c t .  
In approving' a p ro je c t  under th is  subsection, the commissioner s h a l l  
requ ire

(1) the munic ipa li ty  to include on the b a l l o t  f o r  the bond 
t i s s u e  the estimated t o t a l  cost o f  each p ro je c t  inc luding estimated 

annual operat ion and maintenance costs and the estimated amounts that 
w i l l  be paid'by thw state and by the mun ic ipa l i ty ;

-5 -  CSHB 520 (C&RA)
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(2). that the bonds may not be refunded unless the present 
value o f  the annual debt service on the refunding issue is  not greater 
than 95 percent o f  the present value o f  the annual debt se rv ice on the 
o r ig in a l  issue;

(3) that the bonds must be repaid in approximately equal 
annual p r in c ip a l  payments [OR APPROXIMATE EQUAL DEBT SERVICE PAYMENTS] 
over a period o f  [AT LEAST] 10 years or a d i f f e r e n t  term that may be 
estab l ished by the s ta te  bond committee under AS 3 7 . 1 5 . 7 9 0 ;

(4) the munic ipa li ty  to demonstrate need f o r  the p ro je c t  by 
es tab l ish ing  that the school d i s t r i c t  has

(A).- p ro jec ted long-term student enro l lment that in d i ­
cates the d i s t r i c t  has inadequate f a c i l i t i e s  to meet present or 
p ro jected enro l lment; or

(B) f a c i l i t i e s  that requ i re  rep a i r  or replacement in 
order to meet hea lth  and sa fe ty  laws or regu la t ions or bui ld ing 
codes.

* Sec. 10. AS '14 .11 ' is amended by adding a new section to read:
Sec-. 1A . 11. 101. MUNICIPAL DEBT. The po rt ion  o f  municipal school 

debt subject to reimbursement by the s ta te  i s  not subject to a munici- 
’■ ■ pal debt l im i t  unless the debt l im i t  is  -adopted by the munic ipa l i ty

and express ly  applies to reimbursable po rt ions  o f  school debt.
* Sec. 11. AS 14 .11 .102 is  amended to read:

Sec. 14 .11 .102 .  EVALUATION OF PROJECTS. The department sh a l l  
evaluate p ro jec ts  f c r  which ret irement o f  school construction debt 
under AS 1 4 .1 1 .1 0 0 (a ) ( 6 )  is  requested by school d i s t r i c t s  in accor­
dance with the procedures set out in AS 14 .11 .010 and c r i t e r i a  set out 
in AS 14 . 11 . 100 ( i )  (4 ) . [A REQUEST FOR .AN ALLOCATION OF FUNDS UNDER 

. AS 14.11. 100 MUST BE SUBMITTED TO THE DEPARTMENT BY THE SCHOOL DIST-
. .RICT NO LATER THAN OCTOBER 15 OF THE FISCAL YEAR BEFORE THE FISCAL

GSHB 520(C&RA) -6-
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YEAR.FOR WHICH THE REQUEST IS MADE.]
* Sec. 12. AS 14.11 .102 is  amended by adding new subsections to read:

(b) A f te r  reviewing a l l  p ro jec ts  f o r  which re t i rement o f  school 
construction debt is  requested, the department s h a l l  rank the p ro jec ts  
approved under th is  section in the order in which each serves the best

• / in t e r e s t s  o f  the s ta te .  A l l  p ro jec ts  approved, but f o r  which no 
a l l o c a t i o n  o f  money has been made under AS 14 .11 .103 ,  s h a l l  be in ­
cluded in the same ranking.

(c) In considering requests under th is  sec t ion ,  the department
may r e j e c t  request" : *e to

(1 ) incomplete in formation or documentation provided by the
■ school d i s t r i c t .

(2 )  a determination that e x is t ing  f a c i l i t i e s  can adequately
serve the program requirements or that a l t e r n a t i v e  p ro je c ts  are in the

* • :

best in t e r e s t s  o f  the s ta te ;
(3) a determination that the p ro je c t  is  inapp rop r ia te  fo r

education construction and should be a d i s t r i c t  maintenance and opera-
.tion expenditure ; or

(4 ) a determination that the p ro je c t  is  not in the best
in te re s t  o f  the s ta te .

(d) The department s h a l l  develop, v/ith techn ica l ass is tance that 
may be provided by other s ta te  agencies, an estimate, under appropr i­
ate design standards f o r  i t s  geographic lo c a t io n ,  o f  the amount needed

. to construct each p ro jec t  under (b) o f  th is  sect ion f o r  which i t
apoears approval f o r  reimbursement w i l l  be granted.

(e) The department may, based upon the estimate prepared, e ithe r 
approve the p ro je c t  in the amount requested or approve the school 
d i s t r i c t ' s  request in a le s s e r  amount.

* Sec. 13. AS 14.11 is  amended by adding a new sect ion to read:
-7 -  CSHB 520 (C&RA)
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Sec. U . 11 .103 . ALLOCATIONS OF MONEY FOR SCHOOL DEBT RETIREMENT,
(a) A request f o r  an a l l o c a t i o n  o f money under AS 14 .11 .100 fo r  
.school const ruc t ion  debt ret irement s h a l l  be submitted to the depart- 
ment by the school d i s t r i c t  no l a t e r  than October 15 o f  the f i s c a l  
year be fo re  the f i s c a l  year f o r  which the request is  made.

(b) Before a request f o r  an a l l o c a t i o n  o f  money f o r  retirement 
o f  school construct ion debt under AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 )  is  submitted, the 
p ro jec t  must have been approved and ranked under the p rov is ions of 
AS 14 .11 .102 .

(c) The department s h a l l  approve requests f o r  a l l o c a t i o n s  fo r  
debt re t i rement f o r  which no previous a l l o c a t i o n  has been made in the 
order o f  the p r i o r i t y  estab l ished under AS 14 .11 .102 ,  i f  the requests 
meet' the requirements o f  AS 14 .11 .100 , and subject to the provisions

. o f  (d) - ( f )  o f  th is  sect ion .
(d) To ta l  outstanding s ta te  o b l ig a t io n  to reimburse pro jects 

.under AS 1 4 . 1 1 . 1 0 0 ( a ) ( 6 )  in any single year may not exceed $10,000,000 
or a l e s s o r  amount determined by the s ta te  bond committee under 
AS 37 .15 .790 .

(e) In any s ing le  year the department may not author ize under
(c) o f th i s  sect ion more than $2,000 ,000 in school debt reimbursement.

'In any. f i v e - y e a r  period the department may not author ize  under (c) oi 
th is sect ion more, than $5 ,000 ,000 in school debt reimbursement.

( f )  To ta l  outstanding state ob l ig a t io n  to reimburse cash 
payments f o r  p ro je c ts  approved a f t e r  June 30, 1 986, may not in any 
s ing le year exceed $5 ,000 ,000 .

* Sec. 14. AS 14.11 is  amended by adding a new sect ion to read.:
Sec. 1 4 .11 .131 .  OTHER AID. This chapter does not l im i t  the 

au thor i ty  o f  m un ic ipa l i t ie s  to acquire or construct schools or assoc i­
ated f a c i l i t i e s  by 

CSHb"520(C&RA) -8-



(1 )  casn payment not subject to reimbursement by the state 
under AS 14 .1 1 .1 00 ;

(2 )  debt authorized by lo c a l  vo te rs  and f a l l i n g  under a 
municipal debt l im i t  but not subject to reimbursement by the state 
under AS 14 .11 .100 ;

(3 )  g i f t ,  bequest, grant, or deed; or
( 4 j a cqu is i t ion  o f  f ed e ra l ,  s t a t e ,  or other surp lus proper­

ty . .
* Sec. 15. AS 37 .15 i s  amended by adding a new sect ion to read:

• Sec. 3 7 .1 5 .7 9 0 .  MUNICIPAL SCHOOL DEBT. I f ,  at any time, the
•state bond committee, ir. i t s  judgment, determines that the amount or
■retirement o f  debt issued by m un ic ipa l i t ie s  sub ject to reimbursement
by the s ta te  under AS 14 .11 .100 is  not in  the best in te re s t s  o f  the 
.s ta te , the committee may

(1 )  e s tab l i sh  an amount or amounts, f o r  any or a l l  years 
before . the matu r i ty  o f  a l l  o f  that municipal debt, that may not be 
■exceeded by theDepa r tmen t  o f  Education in approving requests f o r
•a l loca t ions under AS 14 .11 .103 ;  or

( 2 ;  e s tab l i s h ,  under AS 14 .11 .100 ( j ) ( 3 )  , a term required 
f o r  the m a tu r i t ie s  o f  municipal debt author ized by l o c a l  vo te rs  a f t e r  
March 31, 1986.

* Sec. 16. This Act takes e f f e c t  Ju ly  1, 1986.

- 9 -  CSHB 5 2 0 (C&RA)



James. • 3/25/86

O r ig ina l sponsor: Rules/Governor

' BY THE COMMUNITY AND 'IN THE HOUSE REGIONAL AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 520 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an.Act e n t i t l e d :  "An Act r e la t in g  to pub l ic  school construction ; and

providing f o r  an e f f e c t i v e  da te . "
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.08.151 is  amended by adding new subsections to read:
(c) The in t e r e s t  conveyed to the reg iona l  school board under 

th is  section is  sub ject to
(1 )  l im i ta t io n s  imposed by the s t a te ' s  predecessors in

in te re s t ;
(2 )  the r igh ts  o f  mun ic ipa l i t ie s  es tab l ished a f t e r  June 30, 

1986, that are authorized by AS 29 to operate schools in the com­
munity; and

(3 ) other terms., including p o s s i b i l i t i e s  o f  r e v e r te r  and
reve rs ions ,  that the department holding t i t l e  imposes.

(d) I f  a school f a c i l i t y  constructed by a reg iona l  educational 
attex. dar-cc area under au tho r i ty  assumed under AS 14.1 1 .020, in which 
the sta te  re ta in s  an in t e r e s t ,  ceases to be used fo r  school purposes, 
the department may dispose o f  the f a c i l i t y  in accordance with law.

* Sec. 2. AS 14 .11 .010 (b )  i s  repealed and reenacted to read:
(b) With regard to p ro je c ts  requested under (a) o f  th is  section 

the department sha?1
(1 )  with techn ica l assistance or comments that the depart­

ment may request from other s ta te  agencies, prepare an estimate o f  the 
approp r ia t ion needed to f inance each p ro je c t  approved f o r  reimburse­
ment by the department;

mvnr 1  wutus. u t ia r  l  WUKK DRAFT
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(2 ) rank each p ro je c t  in the order o f  p r i o r i t y  that serves 
the best in te re s t s  o f  the s ta te ;

(3 )  recommend to the governor appropr iat ions f o r  p ro je c ts  
to be included in the budget submitted to the l e g i s l a t u r e ;

(< ) provide the governor with a copy o f  the repo r t  o f  the 
assembly, counc i l ,  or reg iona l  sch c l  board that requested each p r o j ­
ect approved by the department;

(5 ) provide to the le g i s l a t u r e  within the f i r s t  10 days o f  
each regu la r  session a summary o f  the p ro je c ts  requested by each 
assembly, c o u n c i l l o r  reg iona l  school board.
Sec. 3. AS 14 .11 .0 10 (c )  i s  amended to read:

(c) In es tab l ish ing  p r i o r i t i e s  among requested p ro je c ts  the 
department s h a l l  i d en t i f y  and eva luate at le a s t  the fo l low ing fa c t o r s :

(1 ) p r i o r i t i e s  assigned by the assembly, counc i l ,  or school 
hoard to the p ro je c ts  requested;

(2 ) emergency requirements;
(3) the number o f  students without classroom space;
(4 ) new lo c a l  elementary or secondary programs;
(5 ) ex is t ing  reg iona l ,  community, and school f a c i l i t i e s  and 

the condit ion o f  the f a c i l i t i e s ;
(6 ) the economic and soc ia l  s t a b i l i t y  o f  the munic ipa l i ty

or regionj_
(7 ) demographic data ind ica t ing present and p ro jec ted 

enro l lment, and populat ion trends in the munic ipa l i ty  o r region ; and
(8) a f t e r  December 31, 1988, the condit ion o f  ex is t ing  

school f a c i l i t i e s  in the community in comparison to a l l  other schools 
in the s t a t e .
Sec. 4. AS 14.11 is  amended by adding a new section to read:

Sec. 14 .11 .030 .  SCHOOL CONDITION SURVEY. (a ) A school d i s t r i c t  
520 (C&RA) -2 -
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requesting p ro je c t  appro /a l under AS 14 .11 .010 or 14 .11 .102 s h a l l  
inspect a. 1 inventory each o f  i t s  schools and education re la ted  f a c i l ­
i t i e s , .  under standards adopted by the department in compliance with 
AS 44 .62 , noting th e i r  age, condit ion , compliance with laws and regu­
la t ion s  r e la t in g  to hea lth  and sa fe ty ,  bu i ld ing codes, and annual 
maintenance and operations costs .  The inventory s h a l l  be submitted to 
the department f o r  review and ana ly s is .

(b) The department may inspect and inventory the schools and
education re la ted  f a c i l i t i e s  in the s ta te  under standards estab l ished 
in regu la t ions adopted under the Administrat ive Procedure Act 
(AS 44.62) .

(c) Each school d i s t r i c t  s h a l l  annual ly rev ise  i t s  inventory by
including new schools constructed, r e h a b i l i t a t i o n s  or addit ions to
ex is t ing schoo ls , and major maintenance and repa i rs  paid f o r  with 
l o c a l  money, s ta te  municipal grants , appropr ia t ions under AS 14 .11 .020 
and debt reimbursed under AS 14 .11 .100 .  Each school d i s t r i c t  s h a l l  
a lso  annual ly repo r t  the amount o f  money spent in the previous f i s c a l  
year f o r  maintenance and operations costs in a uniform manner as 
required by the department. The annual rev is ion s  s h a l l  be submitted 
to the department f o r  review and ana ly s is .

(d) A f te r  December 31, 1988, the condit ion o f  the school d i s ­
t r i c t ' s  schools and education re la ted  f a c i l i t i e s  in  comparison to a l l  
other schools in the s ta te  must be a fa c to r  in eva luat ion o f  p ro je c ts  
under AS 14 .11 .010 and 14 .11 .102 .

* Sec. 5. AS 1 4 . 1 1 .1 0 0 (a ) ( 5 )  i s  amended to read:
(5 ) subject to ( h ) , ( i ) ,  and ( j )  o f  th is  sect ion , 80 pe r ­

cent o f
(A) payments made by the munic ipa l i ty  during the

f i s c a l  year f o r  the ret irement o f  p r in c ip a l  and in t e r e s t  on
-3 -  CSHB 520(C&RA)
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outstanding bonds, notes or other indebtedness authorized by the 
q u a l i f i e d  vo te rs  o f  the mun ic ipa l i ty  a f t e r  June 30, 1983, and
before A p r i l  1, 1986, to pay costs o f  school construction , add i­
t ions to schoo ls , and major r e h a b i l i t a t i o n  p ro jec ts  that exceed 
$25,000 and are approved under AS 1 4 .0 7 .0 2 0 (1 1 ) ;  and

(B) cash payments made a f t e r  June 30, 1 983, by the
munic ipa l i ty  during the f i s c a l  year two years e a r l i e r  to pay 
costs o f  school construct ion , addit ions to schools , and major 
r e h a b i l i t a t i o n  p ro jec ts  that exceed $25,000 and are approved 
e i th e r  under AS 14 .07 .020 (11 )  o r ,  f o r  p ro jec ts  approved a f t e r  
Ju ly  1, 1986, under AS 1 4 .1 1 .1 0 2 .

* Sec. 6. AS 14 .11 .100 (a )  i s  amended by adding a new paragraph to read:
(6). subject to (h) , ( i )  , and ( j )  o f  th is  sect ion payments

made by the munic ipa l i ty  during the f i s c a l  year f o r  the ret i rement o f  
p r in c ip a l  on outstanding bonds, notes or other indebtedness authorized 
by the q u a l i f i e d  vote rs  o f  the mun ic ipa l i ty  a f t e r  March 31, 1986, to 
pay costs o f  school construct ion , addit ions to schools , and major 
r e h a b i l i t a t i o n  p ro je c ts  that exceed $25,000 and that are approved 
under AS 14 .11 .102 .

* Sec. 7. AS 14 .11 .100 (h )  i s  amended to read:
(h) In determining an [AN] a l l o c a t i o n  under ( a ) ( 4 ^  [OR] ( 5 ) , o r

(6 ) o f  th is  section f o r  school construct ion begun a f t e r  Ju ly  1, 1982, 
the costs o f  school construction mus'c [SHALL] be reduced by the amount 
of.money used f o r  the construction o f  r e s id e n t i a l  space, hockey r in k s ,  
p lanetar iums, saunas, and other f a c i l i t i e s  f o r  s ing le  purpose sport ing 
or r e c re a t i o n a l  uses that are not su i tab le  f o r  other a c t i v i t i e s  and by 
the money used f o r  construction that exceeds the amount needed f o r  
construction o f  a f a c i l i t y  o f  e f f i c i e n t  design as determined by the 
department. The costs o f  school construct ion [AN ALLOCATION UNDER (a) 
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(4 ) r _• (5 ) OF THIS SECTION] may not be reduced by the amount o f  money 
used f o r  construction o f  a small swimming poo l ,  tank, or water storage 
f a c i l i t y  used f o r  water spo r ts .  However, an a l l o c a t i o n  s h a l l  be 
reduced by the d i f fe rence  between the amount o f  money used to con­
s t ru c t  a swimming pool that exceeds the standards adopted by the 
department and the amount o f  money that would have been used to con­
s t ru c t  a small swimming poo l ,  tank, or water storage f a c i l i t y ,  as
determined by the commissioner.

* Sec. 8. AS 14 .1 1 .1 0 0 ( i )  is  amended to read:
( i )  For the purposes o f  (a)(4)_j_ [AND] (5) , and (6) o f  th is

section
(1) an indebtedness f o r  bonds is  incurred a f t e r  the bonds

are so ld ;
(2 ) reimbursement f o r  a cash payment may only be made a f t e r

the payment is  made to a vendor; and
(3 ) payments may not be made f o r  costs that are incurred 

under a contract a f t e r  the contract has been re leased .
* Sec, 9. AS 14.11 .1 0 0 ( j ) is  amended to read:

( j )  The s ta te  may not a l l o c a te  money to a munic ipa li ty  f o r  a 
school construction p ro je c t  under ( a ) ( 5 )  or (6) o f  th is  sect ion unless 
the mun ic ipa l i ty  complies with the requirements o f  (1) - (4 ) o f  th is  
subsection and the p ro je c t  is  approved under AS 14 .11 .102 [BY THE 
COMMISSIONER] before the l o c a l  vote on the bond issue f o r  the p ro je c t .  
In approving a p ro je c t  under th is  subsection, the commissioner s h a l l  
requ ire

(1 ) the munic ipa l i ty  to include on the b a l l o t  f o r  the bond 
issue the estimated t o t a l  cost o f  e«. '.h p ro je c t  including estimated 
annual operation and maintenance costs and the estimated amounts that 
w i l l  be paid by the s ta te  and by the mun ic ipa l i ty ;

-5 -  CSHB 520 (C&RA.)
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(2 ) that the bonds may not be refunded unless the present 
v alue o f  the annual debt serv ice on the refunding issue is  not g rea te r  
than 95 percent o f  the present value o f  the annual debt se rv ice on the 
o r i g in a l  issue ;

(3 ) that the bonds must be repa id  in approximately equal 
annual p r in c ip a l  payments [OR APPROXIMATE EQUAL DEBT SERVICE PAYMENTS] 
over a period o f  [AT LEAST] 10 years or a d i f f e r e n t  term that may be 
e s t a b l i  *:h&d by the sta te bond committee under AS 37.1 5 .7 9 0 ;

(4 ) the munic ipa l i ty  to demonstrate need f o r  the p ro je c t  by 
es tab l ish ing  that the school d i s t r i c t  has

(A) pro jec ted long-term student enro l lment that i n d i ­
cates the d i s t r i c t  has inadequate f a c i l i t i e s  to meet present or 
p ro jec ted  enro l lment; or

(B) f a c i l i t i e s  that requ i re  repa i r  o r replacement in 
order to meet hea lth  and sa fe ty  laws or regu la t ions or bu i ld ing 
codes.

* Sec. 10. AS 14.11 is  amended by adding a new sect ion to read:
Sec. 14 .11 .101 .  MUNICIPAL DEBT. The po rt ion  o f  municipal school 

debt subject to reimbursement by the s ta te  i s  not sub ject to a munici­
pal. debt l im i t  unless the debt l im i t  is  adopted by the mun ic ipa l i ty  
and express ly  app lies t.' reimbursable po r t ions o f  school debt.

* Sec, 11. AS 14.11 .102 i s  amended to read:
Sec. 14 .11 .102 .  EVALUATION OF PROJECTS. The department s h a l l  

eva luate p ro je c ts  f o r  which ret i rement o f  school construction debt 
under AS 1 4 .1 1 .1 0 0 (a ) ( 6 )  i s  requested by school d i s t r i c t s  in  accor­
dance with the procedures set out in AS 14 .11 .010 and c r i t e r i a  set out 
in  AS 14.11 .1 0 0 ( j  ) ( 4 )  . [A REQUEST FOR AN ALLOCATION OF FUNDS UNDER
AS 14.11 .100 MUST BE SUBMITTED TO THE DEPARTMENT BY THE SCHOOL DIST­
RICT NO LATER THAN OCTOBER 15 OF THE FISCAL YEAR BEFORE THE FISCAL 

CSHB 520 (C&RA) -6 -



wutus. DKAri WUKA DRAFT WURK D R A F T

Y E A R  F O R  W H I C H  T H E  R E Q U E S T  IS M A D E . ]

* Sec. 12. AS 14 .11 .102 is  amended by adding new subsection: to read:
(b) A f te r  reviewing a l l  p ro je c ts  f o r  which ret irement o f  school 

construction debt is  requested, the department s h a l l  rank the p ro je c ts  
approved under th is  section in the order in which each serves the best 
in te re s t s  o f  the s ta te .  A l l  p ro je c ts  approved, but f o r  which no 
a l l o c a t i o n  o f  money has been made under AS 14 .11 .103 , s h a l l  be i n ­
cluded in tnc Sdme ranking.

(c ) In considering requests under th is  sect ion , the department 
may r e j e c t  requests due to

(1) incomplete in formation o r  documentation provided by the 
school d i s t r i c t ;

(2 ) a determination that e x is t ing  f a c i l i t i e s  can adequately 
serve the program requirements or that a l t e rn a t iv e  p ro je c ts  are in the 
best in te re s t s  o f  the s ta te ;

(3 ) a determination that the p ro je c t  is  inappropr ia te  f o r  
education construction and should be a d i s t r i c t  maintenance and opera­
t ion  expenditure; or

(4 ) a determination that the p ro je c t  is  not in the best 
in t e r e s t  o f  the s ta te .

(d) T h e  d e p a r t m e n t  s h a l l  d e v e l o p ,  w i t h  t e c h n i c a l  a s s i s t a n c e  t h a t  

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

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

to c o n s t r u c t  e a c h  p r o j e c t  u n d e r  (b) o f  t h i s  s e c t i o n  f o r  w h i c h  it 

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

(e) T h e  d e p a r t m e n t  m a y ,  b a s e d  u p o n  t h e  e s t i m a t e  p r e p a r e d ,  e i t h e r  

a p p r o v e  t h e  p r o j e c t  in t h e  a m o u n t  r e q u e s t e d  o r  a p p r o v e  t h e  s c h o o l  

d i s t r i c t ' s  r e q u e s t  i n  a l e s s e r  a m o u n t .

* Sec. 13. AS 14.11 i s  amended by adding a new section to read:
-7 -  CSHB 520 (C&RA)
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Sec. 14.11.103. ALLOCATIONS OF M O N E Y  FOR SCHOOL DEBT RETIREMENT,

(a) A  request for an a lloca tion of m o n e y  under AS 14.11.100 for 

school co nstruction debt retirem ent shall be submitted to the d e p a r t­

ment b y  the school district no later than October 15 of the fiscal 

year before the fiscal year for w h i c h  the request is made.

(b) Before a request for an a llocat ion of m o n e y  for retirement 

of school construction debt under AS 14.11.100(a)(6) is submitted, the 

project m u s t  have been approved and r anked under the provis ions of 

AS 14.11.102.

(c) The department shall approve requests for al locations for 

debt retiremen t for which no previor.' allocation has been made  in the 

order of the priority establ ished undtr AS 14.11.102, if the requests 

meet the requirements of AS 14.11.100, and subject to the provisions  

of (d) - (f) of this section.

(d) Total state obligation to reimburse projects under AS 14.- 

11.100(a)(6), may not in any year exceed $10,000,000, or a lesser 

amount d etermine d by the state bond committee under AS 37.15.790.

(e) The allocations ap proved by the department under AS 14.11.- 

100(a)(6) m a y  not exceed $2,000,000 in any single year, or $5,000,000

Ljin any five-year period.

ff) Total state obligation to reimburse cash payments for p r o­

jects approved after June 30, 1986, m a y  not in any year exceed

• $5,000,000.

* Sec. 14. AS 14.11 is amended by adding a n e w  section to read:

Sec. H . 1 1  131. OTHER AID. This chapter does not limit the 

authority of municipalities to acquire or construct schools or a s s o c i­

ated facilities by

(1) cash payment not subject to reimbursement b y  the state 

u nder AS 14.11.100;

CSHB 5 2 0 (C&RA) - 8 -
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(2) debt authorized b y  local voters and falling u n d e r  a

m u n i c i p a l  debt limit but not subject to reimbursement by the state

under AS 14.11.100;

(3) gift, bequest, grant, or deed; or

(4) acq uisition of federal, state, or other surplus p r o p e r­

ty.

* Sec. 15. AS 37.15 is amended by adding a n e w  section to read:

Sec. 37.15.790. M U N I C I P A L  SCHOOL DEBT. If, at any time, the 

state b o n d  committee, in its judgment, determ'.nes that the amount or 

retire ment of debt issued by m u n i c i p a l i t i e s  subject to reimburseme nt 

by the state under AS 14.11.100 is not in the best interests of the 

state, the committee may

(1) establish an amount or amounts, for any or all years 

before the m a t u rity of all of that m u n i cipal debt, that m a y  not be 

exceeded by the Department of E d u c a t i o n  in approving requests for 

allocations under AS 14.11.103; or

(2) establish, u nder AS 14.11.100(j )(3), a term r e q uired 

for the maturities of m u n i cipal debt autho r i z e d  by local voters after 

M a r c h  31, 1986.

*  Sec. 16. This Act takes effect July 1, 1986.

- 9 - CSHB 5 2 0 (C&RA)
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a r c h  26, 1986

SUBJECT: CSHB 5 2 0 (C&RA)
(Changes to CSHB 5 2 0 (HESS))

TO: Repre sentative Peter Goll, Chair
Community and Regional Affairs Committee

FROM: Joyce James<^£.
Legisla tive <GeLunsel

Following are the changes of substance to CSHB 520 (HESS) 
that occur in CSHB 520 (f’& R A ) .

1. Page 1, line 28, following "approved" insert "for
r e i m b u r s e m e n t " .

2. Page A, lines 5-6, delete "and before July 1, 1 9 8 6 , ".

3. Page A, line 9, following "AS 1A .0/.020(1 1)" insert "or
for projects approved after July 1, 1986, under AS 
1A.11.102".

A. Page A, line 12, delete "(A)".

5. Page A, line 19 through page 5, lii e 9, delete all
mater i a l  and renumber accordingly.

6. Page 9, lines 2-11 were rewritten, end a substantive
change made in new subsection (e).

7. Page 9, lines 21-23, delete all material, and r e n u m b e r
accordingly.

8. Page 10, lines 11-16, delete all material, and r e n u m b e r  
accordingly.

If I m a y  be of further assistance, please advise.

JJ:mkr 
mA/0A5
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Alaska 8>tats legislature
House of Representatives

Committee on 
Community & Regional AJ'fairs

Pouch V 
State C ap ito l 

Juneau, A la ska  9 9 8 1 1 
(9 0 7 )4 6 5 -4 8 3 3

C o m m u n i t y  and Regional Affairs C o m m i t t e e  
Re p r e s e n t a t i v e  Peter Goll, C h a i r  
C a p i t o l  17 465-4833

Co m m i t t e e  Schedule March 24 - 28, 1986

Monday, March 24, 1986 
3:00 - 4:30 p.m.

HB 673 "An Act r e l a t i n g  to tran sp o r t a t i o n  of
hazardous s u b s t a n c e s  in municipalities."

* HB 697 "An Act p r o h i b i t i n g  m u n i c i p a l  sales tax 
on purchases made with food stamps; a n d ^  
providing for an effective date."

Tuesday, March  25, 1986 
3:00 - 4:30 D.m.

JSoHB 339 "An Act r e l a t i n g  to the limitation of A  V 
municipal o i l  and gas p r o d u c t i o n  and 5 
pipeline p r o p e r t y  taxes to pay for 
bonds; and p r o v i d i n g  for an effective 
date." y.A

HB 656 "An Act e s t a b l i s h i n g  a limit on the (j 
amount of b o n d e d  indebtedness a 
municipality m a y  have outstanding; and 
providing for an effective date."

W ednesday, M a r c h  26, 1986 
3:00 - 4:30 p.m.

HB 520 "An Act r e l a t i n g  to public school
construction; and prov iding for an 
effective d a te."

SB 69 "An Act r e l a t i n g  to licensing and
regulation o f  the sale and distribution 

.v ,.i, of alcoholic beverages; and providing
^ for an e f f e c t i v e  date."
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a r c h  26, 1986

CSHB 520(C&RA)
(Changes to CSHB 5 2 0 (HESS))

Re p r e s e n t a t i v e  Peter Goll, Chair 
Community and Regional  Affairs Committee

Jo y c e  James^^<.
Le g i s l a t i v e  H^ornsel

SUBJECT:

TO:

FROM:

POUCH Y , SJAt l CAPIIOl 
JUNtAU. AlASKA VVa i l  

VO/ 4 6 i  3ROO

F o l l o w i n g  are the changes of substance to CSHB 520 (HESS) 
that occur in CSHB 520 ( C & R A ) .

1. Page 1, line 28, following "approved" insert "for
r e i m b u r s e m e n t " .

2. Page 4, lines 5-6, delete " and b efore J u l y  1, 1986,".

3. Page 4, line 9, following "AS 14.07.020(11)" insert "or
for projec ts a p p roved after July 1, 1986, u n d e r  AS
14.11.102".

4. Page 4, line 12, delete "(A)".

5. Page 4, line 19 through page 5, line 9, delete all
m a t e r i a l  and renumber accordingly.

6. Page 9, lines 2-11 were  rewritten, and a su bstantive
change m a d e  in n e w  subsection ( e ) ,

7. Page 9, lines 21-23, delete all material, and 'renumber
accordingly.

8. Page 10, lines 11-16, delete all mater ial, and renumber 
accordingly.

If I m a y  be of further assistance, p lease advise.

JJ:mkr
m 4/045



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST H B  5 2 0  -  # 1 Revision Date: —
FISCAL DETA IL

Bill/Resolution N o .: 3 7 7 -0 8 7 -8 6
T i t l e : An A c t  r e l a t i n g  t o  P u b l i c . .
_  S c h o o l  C o n s t r u c t i o n _______________

Sponsor:, G ove rn o r 
Requestor: G ove rn o r

Agency Affected ;  F ducat inn
b r u ; E d u c a t i o n  F i n a n c e  -  S u p p o r t  

S e r v i c e s

Components: Faci 1 i t i e s
Date of Request: J a n u a r y  2 4 ,  1986__________  _____

EXPEND ITURES/REVENUES : (Thousands of Dollars)

Deb t  R e n  l e n t

O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

PERSONAL SERVICES 

• TRAVEL 
CONTRACTUAL 
SUPPLIES 

EQUIPMENT 
L A N D &  STRUCTURES 
GRANTS. CLAIMS 

MISCELLANEOUS

T O T A L  O P E R A T I N G

CAPITAL
1

REVENUE

FUNDING (Thousands o f Dollars)
G E N E R A L F U N D  
FEDERAL FUNDS 
OTHER 

TOTAL

POSITIONS :
FULL-TIME
PART-TIME

T E M P O R A R Y

-0- -0- -0- -0- -0-

ANALYSIS : Attach a separate page if necessary

T h i s  b i l l  w i l l  r e s u l t  i n  a n e t  s a v i n g s  t o  t h e  S t a t e .  B e c a u s e  t h e  s a v i n g s  
w i l l  be a s s o c i a t e d  w i t h  f u t u r e  s c h o o l  c o n s t r u c t i o n  p r o j e c t s ,  t h e  p r e c i s e  
amount  s a v e d  i n  any  f i s ^ l  y e a r ^ s Y i n d e t e r m i n a t e .

Prepared by : S t e v e  Hol e  — -*• / Ph^na * 2800
Division: C om m iss ione r's  O f f ic e

7

Phone :   ......
Date: J Z W K

Approved by Co 
Agency: _______(_

H a r o l d  R a . y no ld s ,  J r .  

Fd iir.a tion______________
Date: 1 / 2 5 /8 6

Distribution (by Agency'preparing fiscal note): 
Legislative finance 
Legislative Sponsor 
Requestor
Offic6 of Management and Budget 
Impacted Agency(ies) page. of 10/25/85



STATE OF ALASKA 1986 LEGISLATIVE SESSION
J  FISCAL n o t e

r e o u e s t HB 520 # 2 Revision Date:
FISCAL DETAIL

Bill/Resolution N o.: 377-807-86__________
Title : _ft.n-.Ar-t- r p l a t - i n g  t n  p n h l i r .  
------school const.nigtion___

Agency Affected: E d u c a t i o n _____________
BRU : Edlication Finance - Support
_______ Services_____________________

Governo rSponsor:
R- ^ e s to r  : C n w p r n n r

Components: — FacilitiesHphi- P p f i rp tn p n )-
Date of Request: J a n u a r y  94  t 1 QRfi  _____

EXPENDITURES/REVENUES : (Thousands o f Dollars)
• O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

PERSONAL SERVICES
TRAVEL
CON TR AC TUA L

SUPPLIES
EQUIPMENT

L A N D  &  STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T I N G

M ..S M I .C S S .
s s  . n n n  . m  n . n n n  n .1 funnn.n 10,000. fl10, 00(1,.fl

REVENUE

FUNDING : (Thousands o f Dollars)
G E N E R A L F U N D  
FEDERALFUNDS 
OTHER 

TOTAL

5 5 , 0 0 0 . 0 1 0 , 0 0 0 . 0 1 0 , 0 0 0 . 0 1 0 , 0 0 0 . 0 1 0 , 0 0 0 . c

POSITIONS :
FULL-TIME

PART-TIME
T E M P O R A R Y

- 0 - - 0 - - 0 - - 0 - - 0 -

\ NALYSIS : Attach a separate page if  necessary
U n d e r  t h e  b i l l ,  t h e  s t a t e  w i l l  o n l y  r e im b u r s e  t h e  p r i n c i p a l  o f  b o n d s  
a p p r o v e d  b y  l o c a l  v o t e r s  a f t e r  M a rc h  3 1 , 1 98 6  a n d  an  a b s o lu t e  c a p  i s  
p la c e d  o n  t h e  a m o u n t . o f  r e im b u r s e m e n ts  t h a t  w i l l  b e  made i n  a n y  y e a r  
f o r  t h a t  d e b t .  T h e  b i l l  s e t s  t h e  l i m i t  a t  $ 1 0 , 0 0 0 , 0 0 0  o r  an ' a m o u n t 
e s t a b l i s h e d  b y  t h e  s t a t e  b o n d  c o m m it t e e .  K , 0

Prepared by: .  ?-Qggn_______      P h o n e  : 3568 ____________________________

D:vision : B u d g e t  R e v ie f r  ) ______________________  Date. 1 / 2 5 / 8 6 __________

j  / / / /
Approved by Commissioner:   Date : _____________________

A g e n C y  . O f f i c e  o f  ^ n a fg e m e n X  /a n d  B u d g e t_________

Distribution- (by Agency preparing fiscal no t/):
Legislative Finance ‘ •
legislative Sponsor
Requestor
•Office of Management and Budget . • .. . . .  •
ImpactedAgency(ies) page——  of - i  ■' 10/25/$5



MEMORANDUM State of Alaska
TO

FROM-

The F i l e OATE.

r  6 / j CILE MOy

TELEPHONE no

SUBJECT

J a n u a r y  1 7 ,  1986 

003

4 6 5 - 2 8 0 0

F Y - 8 7  Deb t  R e t i r e m e n t

The  c u r r e n t  F Y - 8 7  D e b t  R e t i r e m e n t  c o s t  p r o j e c t i o n  i s  $ 1 4 5 , 8 3 1 , 2 1 4 .  
T h i s  i s  an i n c r e a s e  o f  $ 1 , 3 4 5 , 3 1 6  o v e r  N o vem be r ,  1 9 8 5 ,  e s t i m a t e s ,  
b r o k e n  o u t  a s  f o l l o w s :

K o d i a k
J u n e a u
K e n a i
D i l l i n g h a m

S u b t o t a l

Change  
[ 1 8 6 , 9 9 5 . 6 ]  

1 2 9 , 2 6 6 . 8 2  
1 , 3 5 1 , 6 7 0 . 9 0  

41 , 3 8 0 . 0 0  
$T7375T3T67nj

T h i s  e s t i m a t e  i s  b a s e d  upon t h e  m o s t  c u r r e n t  d a t a  a v a i l a b l e  f r o m  
s c h o o l  d i s t r i c t s  a s  o f  1 / 1 4 / 8 6 .

c c :  J a y  Hogan

‘ . ' . y  ,

,-.y. V3pO

HB 520



, / _  TOTAL APPROPRIATIONS : FY 82-86 (AUTI.0RI ZED) AND FY 07 (PROPOSED)
HB 520 Crf (1 Millions; Nominal Dollars)

FY 82

/...............

FY 83 FY 8h 
-(Authorized)-

FY 85 FY 06

................/
FY 87 

(Proposed)

Operating Agencies/1

Unrestricted General Funds 
Other Funds 

Total Operating Funds

$1 ,666.1 
<*76.8 

2,152.9

$1,891.6
539.9

2,381.5

$1 ,869.2 
979.9

2 , 3 5 0

$2,015.5
575.2

2,39(577

$1 ,999.6 
672.0 2,671.6

1,991.0 
678.7 2.,66977

Oebt Service/2
Unrestricted Ceneral Funds 
Other Funds 

Total Oebt Service

192.51.8
19573i

199.6
2.0

20T75

272.9. 
2.0 

27 575

269.5
5.6

2 7 0

268.6
5.6

27577

261.3
10.227T73

Cap 11al (Auth. ) /3
Unrestricted Ceneral Funds 
Other Funds 

Total Capital Funds

1,16k. 9 
72.9 

1,25773

970.1
239.7
7 ( 5 0

778.9 

398.5 
1 ,77679

1,291.9
192.1

1,535.0

471.1

42LZ
902.8

399.2
307.963675

Loan Programs (Auth. )/r*
Unrestricted Ceneral Funds 
Other Funds 

Total Loan Funds

971.6 
1.0 

97278

337.0
1.0

3 3 0

171.9
20.9

19773

190.0
0.9

19(579

79.8 

JL2
79.8

63.6
19.3
8779

Total
Unrestricted Ceneral Funds 
Other Funds 

Total Funds

3,995.3
552.0

$3,99773

2,898.5 
782.6 

$3 ,STT.T

3, J86.9 
900.3 

$3,987.2

3,661.9
773.8$9,5ir.7

2.818.9

1 1 Q 1 5
$3,928.4

2,665.1 
1,015.6 
3 ^ 6 8 0

Extraordinary ltems/5
Unrestricted Ceneral Funds 
Other Funds 

Total Extraordinary Items

1,167.0 
0.0 

1 ,16777)

708.3
91.0

75979

300.0
198.9
5 5 0

510.0
155.1 
6 6 0

(186.5)
903.8
7T773

0.0
272.9
77279

CRAN'D TOTAL
Unrestricted General Funds 
Other Funds

9,612.3
552.0

3,556.8
823.6

3,386.9 
1,099.2

9,171.9
928.9

2,632.4

1513.3
2,665.1 
1 ,288.5

CRAhD TOTAL $5,169.3 $9,380.9 $9,986.1 $5,100.8 $4,145.7 $3,953.6

/t Agency FY B2r09 operating 
and FY 86 agency authorized totals

totals from 
f rorr. Al atka

0M0 adjusted base totals plus special and 
Stela Appropriations Digest.

supplemental opera ting appropriations; FY 85

/2 This line Includes Ceneral Obligation and International Airport Bond payments, and Local School debt retirement appropriations.

/3 Session totals; 01-18 has adjusted some FY 7 9 -OU figures 
capital projects enacted In 1983 (AS 37.07.120(9]).

, to reflect repeals and reapproprlatlons, as nell as the definition of

/9 Loan totals reflect nevi appropriations to various loan programs.

/5 Extraordl n<-', Items Include special, one-time appropriations such aa General Fund deposits to tho P e rm a n e n t Fund, Permanent
Fund dividend • ./(..cuts, State I nc w. o lax refunds, legal settlements, special loan guarantee appropriations and appropriations to the

Rainy Day Lund. The negative Conoru l Fund entry for FY 60 reflects stfltutury reductions to prior loan, capital and rafund credit

programs. (Sto 1 S/85 Alaska Stuto Appropriation Dlg.iSt, p.5J
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ANALYS IS  STATEMENT RE:' F ISCAL NOTE PREPARATION FOR:
An Act Relat ing To Public School D ra f t  #11; J anua ry  21 ,  1986
Cons t ruc t ion  . _}H2> b  2 - t f  # - 3

j h  ?Specif ic tasks requ i red  by the p roposed  legis lat ion:
(Associated costs are re f lec ted in the attached Tab le  A)
(1 )  Creat ion o f  design s tanda rds  fo r  each geograph ic region [A . S .

3 5 . 1 5 . 2 3 0 ;  AS 1 4 . 1 1 . 1 0 0 ( h ) ] .
( 2 )  Establ ish const ruct ion  cost guide l ines commensurate with the design

s tanda rds  fo r  each geograph ic reg ion (AS 3 5 . 1 5 . 2 1 0 ( a ) ;  AS 
3 5 . 1 5 . 2 1 0 ( b )  and ( c ) ( 3 ) ] .

( 3 )  Deve lopment o f  an estimate fo r  the costs o f  const ruc t ion  on each p ro ject  
as app roved  by D .O .E .  [AS 1 4 . 1 1 . 0 1 0 ( b ) ( 2 ) ;  A S ' 1 4 . 1 1 . 1 0 2 ( b )  and ( 3 ) ;  
AS 3 5 . 1 5 . 2 1 0 ( a ) ;  AS 3 5 . 1 5 . 2 2 0 ( a ) ] .

( 4 )  Make recommendation to the leg is la ture  by J anua r y  25 . 1988 o f  a plan o f
school const ruct ion th rough  the yea r  2001. ( *Sec .  17)

Specif ic tasks assigned to D .O .E .  that need involvement by DOT&PF: (As both
these items will have a d i rec t  bear ing on DOT&PF's per fo rmance as requ i red  
under  AS 3 5 . 1 5 . 2 1 0 ( b )  and AS 35.1 5 . 2 2 0 ( c ) ) .

( 5 )  With r e ' " e c t  to the school condit ion s u r v e y :  DOT&PF shou ld be 
invo lved in the p rocess o f  formulating s tanda rds  address ing  faci l i ty 
condi t ion ,  compliance with laws and regu la t ions rela t ing to health and 
s a fe t y ,  and bui ld ing codes [ 1 4 . 1 1 . 1 0 2 ( a ) ] .

( 6 )  With respect to es tab l ish ing requ i red  information o r  documentation:  
DOT& PF should be invo lved in the process o f  fo rmulat ing minimum 
requi rements f o r  submittals invo lv ing (1 )  code re la ted emergencv 
requi rements and (2 )  faci l i ties that requ i re  repa i r  o r  r ep la c em en t . . .  to 
m e e t , . ,  bui lding codes . [AS 1 4 . 1 1 , 0 ‘i 0 ( c ) ( 2 ) ;  AS 1 4 . 1 1 . 1 0 0 ( j ) ( 4 ) ( b ) ] .

Assumptions made in the p repa ra t ion  o f  this ana lys is  inc luded:
( 1 )  Based on information received from the Department o f  Education the

number o f  appl icat ions received under  the d i rect  app rop r ia t ion  program 
in 1 985 totaled approx imate ly  100 and reques ts  fo r  debt ret irement in 
1985 numbered 250. These quant it ies have formed the basis o f  the 
expend i tu re s  as gene ra ted  and assumes the number o f  reques ts  in 
f u tu re  yea rs  to be cons is tent with the 1985 numbers .

( 2 )  The Depar tment would have to re ly  heav i ly  on outside consu ltan ts  with
on ly  minimal s ta f f ing  inc reases .  In addit ion ihe major ity o f  the s ta f f ing
posit ions to be added would be o f  p ro fess iona l  ( r e g i s t e r e d )  ca l iber .

(3 )  The review o f  appl icat ions shal l  continue at a uni fo rm rate du r ing  the 
cou rse  o f  the yea r  so as to make optimum use o f  s t a f f  pe rsonne l .  High 
ra tes o f  appl ication in f lux  will be reviewed by consu l tan ts .  ■

(4 )  Under  Task  #3 above ,  ( i . e . ,  const ruc t ion costs es t imates ) ,  it has been 
assumed that 85% o f  all p ro jects  would on ly  r equ i re  minor invo lvement.  
Whereas 15% o f  the pro jects  woulo .,e la rge scale "new 
cons t ruc t ion /ma jo r  renovat ion" types o f  p ro jects  and requ i re  a more 
indepth (consu l tan t  o r ien ted )  ana lys is .
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TABLE "A"

/ f'-^5 -'5"Pr C' r?'~ 'T' - r. 3  H - 7    — ... —

TASK 1987

*

1988 1989 1990

1 1 ■ —  ■ ■ ■
'

1991 1992 Pos Add/Yr

( D ( a )

•

Develop Dept. Regs, 

Guidelines and P & P’s 16,400

......

.

.

.
■

•

.5/86

( 1)(b)

Establish Efficient 

Design Standards With 

Consultant

•

(115,840)

187,605

•

.75/80

(2)
Establish Construction 

Cost Standards

(27,100)

42,475 •

VOCOinCM

(3) (a)

Cost Estimate For Debt 

Retirement Projects 

(100 projects/yr)

(99,725)

147,875

(104,710)

155,270

(109,950)

163,030

(115,440) 

171,180

(121 ,220) 

179,740

;

(127,280)

188,730 .75/86

(3) (b )

Cost Estimates For 

Direct Grant Projects 

(250 projecf/yr)

(286,540)

395,860

(30U,870)

415,650

(315,910)

436,440

(331,710)

458,260

(348,290) 

481,170

(365,700)

505,230 1.75/86

(4)

Development Long 

Range Construction 

Strategy

35,000

.5/87

TOTALS

Consultant (529,205) (405,580) (425,860) "»’+7,150) (469,510) (492,990)

790,215 605,920 599,470 629,440 660,910 693,960

LECEND: Parenthesis ( ) indicate consultant budget

All non parened figures represent total projected budgets
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l + Q S W & ' S  T’bl e I

S t a t e  D ebt S e r v i c e  Bur de n 

in $ M ill i o n s  and as a %  of U n r e s t r i c t e d  Re ven ue s 1/

1 2  3 4

E x i s t i n g

De b t  Servi ce  E x i s t i n g  Total

Fi sc al  and Le as e S ch o o l  D e b t  E x i s t i n g  Debt E xis ti ng

Ye a r  . O b l i g a t i o n s  R e i m b u r s e m e n t  S e r vic e (1 & 2) Law

86 $178 5.7% $105 3. 4 % $283 9. 1 % $283 9.

87 168 6.2 109 4.0 277 10.2 319 11.

88 161 7.1 100 4.4 261 11.5 324 14.

89 150 7.1 109 5.1 259 12.2 325 15.

90 135 6.8 90 4.5 225 11.3 287 14.

91 110 5.7 78 4.0 188 9.7 247 12.

92 82 4.4 72 3.8 154 8.2 212 11.

93 73 3.8 63 3.3 136 7.1 191 9.

94 44 2.3 56 3.0 100 5.3 151 8.

95 32 1.7 47 2.5 79 4.2 128 6 .

96 28 1.5 33 1.8 61 3.3 107 5.

97 24 1.3 16 .9 40 2.2 59 3.

98 21 1.2 14 .8 35 2.0 42 2.

99 16 1.2 14 1.1 30 2.3 37 2.

00 9 .8 12 1.0 21 1.8 27 2.

U n r e s t r i c t e d  revenues are J a n u a r y  1986 30 t h  p e r c e n t i l e estimates.

17.

7

2
3

4
8
4

9
0
8
8
2
4

8
4



Col um n Key

1. Deb t s e r v i c e  on S ta te  g e n e r a l  obl ig a t i o n  bonds, U n i v e r s i t y  of A la s k a  

reve nue  bonds, A S H A  l e a s e  re v e n u e  bonds, and lease pa yments on Sewa rd  

St u d e n t  S e r v i c e  C e n t e r  and  C o r r e c t i o n a l  Center.

2. 80%, 90%, or 1 0 0 %  State r e i m b u r s e m e n t  of debt servic e paid by

m u n i c i p a l i t i e s  on scho ol  de b t  o u t s ta nd in g as of De ce m b e r  31, 1985.

3. Tot al  of c o l um ns  1 and 2.

4. Col u m n  3 plu s lease p a y m e n t s  on A n c h o r a g e  Co ur t B ui ldi ng  plus State

r e i m b u r s e m e n t  on $312.5 m i l l i o n  of authorized but u ni s s u e d  school de b t  and 

$31.4 m i l l i o n  of sch oo l deb t  to be a uth or iz ed  by the voters in J a n u a r y  and 

M a r c h  of 1986. Of this $34 3 . 9  m i l l i o n  n e w  school debt, $230.2 m i l l i o n  is 

sc h e du le d for i ss ua nce  in FY  86. R eim b u r s e m e n t  of school debt is 8 0 %  of 

c u r r e n t  debt  s e rv ic e p a y m e n t s  on 10 year debt wi t h  level p rincipal 

p a y m e n t s .

Prepare d by: D e pa rt men t of R e ven ue

Ja n ua ry  23, 1986

. •



STATE OF ALASKA 
DEPARTMENT OF REVENUE

M E M O R A N D U M
fA A  , _ V _

. ' ~ fr y

TO:  The H o n o r a b l e  L o r e n  L o u n s b u r y
C h a i r m a n
S t a t e  Bond C o m m i t t e e

6 9 7

U

D e p a r  t m e n t  

DATS:  De c e mb e r  27,  1985

RS:  D e b t  C a p a c i t y

FROM: Tomas H. B o u t i n  /
D e b t  Ma n a g e r  /A'^ 1 f  If I*"
T r e a s u r y  D i v i s i o n /£/ ’/ J A ' *  -  -  O G E T  R E V I E W
D e p a r t m e n t  o f  Re-venue ^  u ‘

The e s t i m a t e d  c a p a c i t y  o f  t h e  S t a t e  t o  i s s u e  d e b t  i r i  t h e  f o r m  
o f  g e n e r a l  o b l i g a t i o n  b o n d s  and  l e a s e  p u r c h a s e  f i n a n c i n g  has  
i n c r e a s e d .  G r o w t h  i n  e x p e c t e d  n e a r  t e r m  u n r e s t r i c t e d  r e v e n u e s  
as f o r e c a s t e d  by t h e  D e p a r t m e n t  o f  R e v e n u e  and  d e c l i n i n g  l o n g  
t e r m  i n t e r e s t  r a t e s  h a v e  r a i s e d  e s t i m a t e d  d e b t  c a p a c i t y  o v e r  
t h e  l e v e l  d e r i v e d  f r o m  t h e  S e p t e m b e r  r e v e n u e  f o r e c a s t .  D e b t  
c a p a c i t y  a c c o r d e d  by t h e  De c e mo e r  1985 D e p a r t m e n t  o f  R e v e n u e  
f o r e c a s t  i s  shown  b e l o w :

F i s c a l  Mean R e v e n u e  3 0 t h  P e r c e n t i l e
Y e a r  E s t i m a t e  E s t i m a t e

1 98 6------------------------------ ------
1 9 87 ------
19 3 8 ---
1 9 39 -----
1 99 0 ------
1991 83
1992  186 76
1993  128 71
1 99 4 207 1 85
1995  116 75
1 9 9 6 2 2_________________________ ___6

TOTAL 742 413

I t  i s  a n t i c i p a t e d  t h a t  l e a s e  p u r c h a s e  f i n a n c i n g  f o r  as much as 
$85 m i l l i o n  may be a r r a n g e d  f o r  t h e  A n c h o r a g e  C o u r t  B u i l d i n g .  
T h i s  f i n a n c i n g  w o u l d  e l i m i n a t e  S t a t e  d e b t  c a p a c i t y  t h r o u g h  1992  
u n d e r  t h e  3 0 t h  p e r c e n t i l e  e s t i m a t e  and t h r o u g h  1991 u n d e r  t h e  
mean f o r e c a s t .

I n  a d d i t i o n  t o  d e b t  s e r v i c e  on S t a t e  g e n e r a l  o b l i g a t i o n  b o n d s ,  
d e b t  s e r v i c e  on A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  and  U n i v e r s i t y



o f  A ' l a s k a  r e v e n u e  b o n d s  and  l e a s e . p a y m e n t s  on th e . Sewar d.
S t u d e n t  S e r v i c e  C e n t e r  and  t h e  S p r i n g  C r e e k  C o r r e c t i o n a l  C e n t e r  
C e r t i f i c a t e s  o f  P a r t i c i p a t i o n  a r e  i n c l u d e d  i n  t h e  c a l c u l a t i o n  
o f  S t a t e  d e b t  c a p a c i t y .

The  r a t i n g  a g e n c i e s  v i e w  l e a s e  f i n a n c i n a  o b l i g a t i o n s  i n  t h e  
same l i g h t  as g e n e r a l  o b l i g a t i o n s  o f  t h e  s t a t e .  A l e a s e  
p u r c h a s e  o b l i g a t i o n  may t a k e  t h e  f o r m  o f  e i t h e r  r e v e n u e  b o n d s  
o r  c e r t i f i c a t e s  o f  p a r t i c i p a t i o n .  I n  e i t h e r  c a s e  S t a t e  l e a s e  
p a y m e n t s  a r e  t h e  s o l e  s e c u r i t y  f o r  t h e  o b l i g a t i o n s  and  t h e  
S t a t e ' s  name i s  d i s p l a y e d  p r o m i n e n t l y  t h r o u g h o u t  t h e  s e c u r i t y .  
The f a c t  t h a t  t h e s e  l e a s e  p a y m e n t s  a r e  s u b j e c t  t o  a n n u a l  
a p p r o p r i a t i o n s  p r e c l u d e s  t h e  o b l i g a t i o n s  f r o m  o e i n g  c o n s i d e r e d  
S t a t e  d e b t  u n d e r  t h e  c o n s t i t u t i o n  and  r e q u i r i n g  v o t e r  a p p r o v a l .  
L e a s e  p u r c h a s e  o b l i g a t i o n s  p r o v i d e  f o r  t h e  a c q u i s i t i o n  o f  t h e  
p r o p e r t y  by t h e  l e s s e e  a t  t h e  end o f  t h e  l e a s e .  The t e r m  o f  
t h e  l e a s e  and p u r c h a s e  p r i c e  a r e  s u c h  t h a t  t h e  l e s s e e  ( S t a t e )  
i s  c o n s i d e r e d  t h e  o w n e r  o f  t h e  p r o p e r t y  f o r  f e d e r a l  r a x  
p u r p o s e s  f r o m  t h e  o u t s e t  o f  t h e  l e a s e .  T h i s  makes  a p o r t i o n  o f  
t h e  l e a s e  p a y m e n t s  c o n s i d e r e d  t a x - e x e m p t  i n t e r e s t  u n d e r  t h e  
f e d e r a l  i n c o m e  t a x .

The a b o v e  e s t i m a t e s  o f  d e b t  c a p a c i t y  a r e  b a s e d  on t h e  De c e mb e r  
1985 D e p a r t m e n t  o f  R e v e n u e  r e v e n u e  e s t i m a t e s .  They  a d h e r e  t o  
t h e  p r e m i s e  t h a t  d e o t  s e r v i c e  s n o u l d  n o t  e x c e e d  5% o f  t h e  
S t a t e ' s  u n r e s t r i c t e d  r e v e n u e  i f  t h e  S t a t e  i s  t o  m a i n t a i n  i t s  
c r e d i t  r a t i n g .

C o n s i d e r a t i o n  o f  l e a s e  p u r c h a s e  f i n a n c i n g  c o m p l i c a t e s  t h e  
a n a l y s i s  o f  d e t t  c a p a c i t y  i n  t h a t  i n t e r e s t  r a t e s  a r e  l i k e l y  t o  
be h i g h e r  b u t  t e r m s  p o s s i b l y  l o n g e r  t h a n  on g e n e r a l  o b l i g a t i o n  
d e b t .  F o r  s i m p l i c i t y ' s  s a k e ,  and b e c a u s e  t h e s e  e s t i m a t e s  s e r v e  
as a g e n e r a l  g u i d e l i n e ,  and  b e c a u s e  i t  i s  Unknown how much 
f u t u r e  d e b t  w i l l  be g e n e r a l  o b l i g a t i o n  b o n d s  as o p p o s e d  t o  
l e a s e  p u r c h a s e  f i n a n c i n g ,  t h e  e s t i m a t e s  a r e  made as i f  a l l  
f u t u r e  d e b t  i s  g e n e r a l  o b l i g a t i o n  d e b t  - -  an as s u med  3 “, 
i n t e r e s t  r a t e  and 10 y e a r  m a t u r i t y .

A t t a c h e d  T a b l e s  I ,  I I ,  and  I I I '  snow t h e  d e r i v a t i o n  o f  t h e  a o o v e  
d e b t  c a p a c i t y  e s t i m a t e s .

A t t a c h m e n t s

c c :  M a r y  N o r d a l e
E l e a n o r  A n d r e w s  
Ray G i l l e s p i e  
G o r d o n  H a r r i s o n  
Jay Hogan 
T e r r y  E l d e r  
J o n  R u b i  n i

7 / 7
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Corporate Heaaquartero
Now Yorfc City O f f i c es  

Su it* 1301 
7 |  0 'c a aw a y  

N ow  York . N ow  'r’o rk  10CCS 
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Su ite  12CO 
1211 s w  F iftn  A venue 

P om on a . O ra ? o n  9 7 2 0 4  
(£ 0 3 )2 2 2 -1 4 0 5

No r t hwes t  O f f i c e s

The Honora ble B i l l  Sheffield
Governor
State of A l aska
3rd Floor, Capitol
Pouch A •JU

Juneau, AK 99811 

Dear Governor Sheffield:

At the outset, I want to say that the trip you took to 
New York and C h ica go to m e e t  with representatives of the 
investment community, including the rating agencies, under­
writers and other participants, was def ini t e l y  a success.
Since those meetings, we have heard positive comments both 
about the State's p r e s entations and the desire for m a n y  of the 
representatives to m a i nt ain continuing dialogue with the chief 
financial and a d m i n istrativ e officers of the State.

T h i s  week, we were informed by A n t h o n y  Arthur  of S t a ndard  
& Poor's C o rporation that the rating agency is in the process 
of preparing a review on the rating it assigns to the 3tate of 
Alaska. It is anticipated that this review will take several 
weeks to complete and will  be distributed in appropriate p u b­
lications by'standard & Poor's. It is not unusual for a rating 
agency to conduct this type of review subsequent to a briefing 
of the type p resented by the State in November.

D uring con versations with A n thon y Arthur, he requested 
that c e r tain materials preparod prior to the p r es entation be 
updated sc that they will have more currant data on which to 
base their credit review. In particular, it will be n e c e ssary 
for the State to develop more recent information on the debt 
position of State agencies and the State iuself. Membe rs of 
the D epartme nt of Revenue are at present preparing that 
material. M ost importantly in this respect, however, is the 
subject of school debt. For the firBt time, we expect the 
agency to include the p r o portionate share of local school debt 
paid by the State in determining the State's overall debt load. 
Apparently, the agency has not been aware of this school a s s i s­
tance progr am until recently, and based upon the method employed 
by he agency in handling local school debt paid by other states, 
we would anticipate the a p p U c a o l e  portion be added to the
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overall d e b t’liability of Alaska. Due to the fact that the 
agency will now be including such debt, we can expect Standard 
Et Poor's to ask the following question regard ing this natter.
The agen cy will desiro to know the poli cy that the State expects 
to employ to control the amount of local echool debt that will 
be paid b y  the State. In fact, if you recall, at the New York 
luncheon, one analyst raised the.issue by asking if the State 
had plana for c o ntrollin g local dobt iaauo« in the future. In 
response to this possible inquiry b y  Standard & Poor's, you 
should k n o w  that in most circumstances in w hich  other states 
pay a large p o r t i o n  of debt service for local school buildings, 
before the local issuer is authorized to sell the school debt, 
approval b y  the p articul ar state education d e p a r t m e n t  is 
required, which department also receives c e r t a i n  a f f o r a a b i l i t y  
guidelin es for the p r ogra m b y  the chief financial o f f icer s of 
the individual state. Standard & Poor's would find it h e l p f u l  
to receive some specific discussion on this importan t point.

In c o n j u n c t i o n  with this analysis b y  S t a ndard & Poor's, 
it will al so r eview the State's proposed two-year debt m a n a g e­
ment policy. Based on recent discussions with S t a n d a r d  U Poor's 
we do not expect a definitive response by the a g e n c y  on the 
p o lic y Until later in the month wnen all relevant m e mbers of 
the rating committee will be available for the review. It is 
important for the State to have a plan it can p r e s e n t  to the 
agency fcr the implemen tation of this p o l i c y  w h e t h e r  the i m p l e­
mentat ion is expected to be an executive procla mation, l e g i s l a­
tion, or the a d o ptio n b y  the Admi nistration or p a r t i c u l a r  
guidelin es for the State and State agencies to follow.

T here are at least two additional items which, I be'.ieve, 
deserve atten t i o n  at thiB point: The status of the recon",ienda-
tions of the le ase/purchas e options for State o f f i c e  buildings 
and the establish ment of the appropriate a p p r o a c h  toward a n a l y z­
ing i n f r a str ucture financing by the state, w i t h  respect to 
the first matter, as was noted often d uring our v a rious visits 
with the investment  community, the lease / p u r c h a s e  approach, as 
propose d b y  the State Office Building Task Force, is a cost- 
effective and the p r e f erre d method of financing State office 
facilities. In the paBt, the issuance of c e r t i f i c a t e s  of 
p a r t i c i p a t i o n  on an ad h o c  basis has not b e e n  condu c i v e  to a 
w e l l - o r g a n i z e d  debt management program for financ ing ouch 
■facilities, Because of the substantial debt m a n a g e m e n t  a d v a n t­
ages of u t i l izing  the methodology p r e s e n t e d  b y  the Task Force, 
a process for State implementation of these r e c o m m e n d a t i o n s  
would be met with a favorable response by the r ating ansncy 
during the course of its evaluation. In this respect, any 
such facilities that would gene rally fall w i t h i n  those requiring
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debt financing should be included immediately within the 
restrictions of the proposed structure in order for the State 
to indicate early and convincing adoption of the approach. It 
would also be helpful to m a k e  c l e a r  to the rating agency that 
the S h e f f i e l d  A d m i n i s t r a t i o n  expects to make the implementation 
of the r e commendatio ns a significant part of the S t a t e ' s  overall 
debt m a n a g e m e n t  operations.

Finally, the funding by the State of physi cal infrast ruc­
ture r e q u i r e m e n t s  has been accomplished in two ways: The .use
of revenues for capital projects and the issuance of debt to 
raise p r o c e e d s  for capital construction requirements. It would 
be helpful, from the credit analyst's perspective, to have a 
documen t whic h sets forth annually all p ayments for infra struc­
ture financing by the State to be accomplished du ring the 
upcoming year. This information, consolidated into one docu­
ment, would consi st of three major parts. First, the document 
would p r e s e n t  the amount of current revenues being applied to 
purcha se or build long-term capital facilities. Second, the 
information w ould set forth the current debt service being 
paid for all capital facilities directly and indirectly by the 
State (i.e., genera l fund expenditures for lease/p urchase 
facilities, general obligatio n payments, and debt service p a y­
ments on local school d e b t ) . Third, the document  would present 
the se curity issues to be sold during the current year through 
both general o b l i g a t i o n  bonds and related o bligatio ns (i.e., 
lease/ purchase debt). Through this document, investors and 
credit analyst s could determine, in a more simplified form, 
the S t a t e ' s  commitm ent to capital financing of infrastructure 
requirements. Moreover, it would allow these perso ns to under­
stand the overall credit of the State in a more c o m prehensiv e 
and persua s i v e  manner. -■

Obviously, we will keep you informed about the progress 
of the review by Standa rd a Poor's on the State. If you have 
any questions or require any further c l a r ificati on on the 
matters d i s c u s s e d  i n ’this letter, please do not r.esitate to 
contact us. A t  present, I expect to be in A l a s k a  in early 
January and would like the opportunity to meet with you then.

u . Chester J o h n s o n
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State of Alaska
TO:

TH RU:

FROM-

S t e v e  H o l e
A c t i n g  D e p u t y  C o m m i s s i o n e r

Thomas G. Ryan  
F a c i  1 i t i e s  Coor.

OATE:  

F ILE NO. :  

TELEPHONE NO. :  

SUBJECT :

" 'arch 20.  1986

4707D

465-2865
F i s c a l  No te f o r  M a r c h  2 0 ,  1 9 8 6  

Com m i t t ee  S u b s t i t u t e  House B i l l  
520 ( H E S S )

The f i s c a l  n o t e  f o r  t h i s  b i l l ,  as  amended by  c h a n g e s  t o  S e c t i o n s  12 and 13 
r e d u c i n g  t h e  s co pe  o f  r e q u i r e d  e v a l u a t i o n s ,  w o u l d  be c o m p r i s e d  as  f o l l o w s :

D e v e l o p m e n t  and  i m p l e m e n t a t i o n  o f  a c o s t  e s t i m a t i n g  m o d e l . .  $ 5 0 , 0 0 0
D e v e l o p m e n t  and  i m p l e m e n t a t i o n  o f  a l i f e  c y c l e  a n a l y s i s
m o d e l ..............................................................................................................................  $ 5 0 , 0 0 0
I m p l e m e n t i n g  t h e  D e p a r t m e n t  o f  E d u c a t i o n ' s  s h a r e  o f
S e c t i o n  1 8 ..................................................................................................................  $ 5 0 , 0 0 0

T o t a l ................................................................................................................... ...................... $ 1 5 0 , 0 0 0



of Transportation & Public Facilities

Position Paper
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BI L L  n o :  (Proposed) } H O  A P P R O V E D :  R. J. K n a p p

C o m m i s s i o n e r
T I T L E .  A n Act d e l a t i n g  to Public S c h o o l  D A T E :  1/27/86

C o n s t r u c t i o n

The Department suppor ts  the p roposed bil l and perceives its dut ies  and 
respons ib i l i t ies  to consis t o f  the fo l l owing :
( 1 )  Conce rn ing  the qual ity o r  ex ten t  o f  the const ruc t ion  fo r  which the State o f  

Alaska shal l  par t ic ipate ,  the Department shal l  estab l ish ef f icient " s t and a rd s "  
o f  design and const ruct ion fo r  each geograph ic  reg ion .

( 2 )  Conce rn ing  the extent o f  a l lowable costs f o r  which the State o f  A laska  shal l 
p a r t ic ipa te ,  the Department shal l  es tab l ish const ruct ion cost guide l ines 
commensurate with the " s t anda rd s "  fo r  each geograph ic  region.

( 3 )  Sha l l  p rov ide  an estimate o f  a l lowable const ruc t ion  costs fo r  each p ro ject
based on estab l ished s tanda rd s  and cost gu ide l ines .

( 4 )  Sha l l  pe r fo rm  technical eva lua t ions  and where approp r ia te  p rov ide  a l te rnate  
moans o f  const ruct ion which will adequate ly  c o r r e c t  the deficiency.

( 5 )  Sha l l  in cooperat ion with the Department o f  Educatior  jo int ly s tu d y ,  eva luate
and p repa r e  a plan o f  school const ruc t ion  th rough  tha yea r  2*^01.

The Department fu l ly  suppo r ts  the goals o f  the b»:> - However i l  shou ld  be 
rea l ized that o u r  duties and re r  nonsib i l i t ies will on ly  be attainable th rough
adequate fund ing .
Cons iderat ion shou ld he given to estab l ish ing a means fo r  assessing the  p ro ject  
budgets  fo r  the costs required to c a r r y  out the Department 's  respons ib i l i ty  unde r  
this b i l l .  I f  this can be done , the f lex ib i l i ty  requ i red  to ad just s t a f f  needs to 
the size o f  the p rogram will be p rov ided  and the impact to the operat ing budget 
will be minimal.

F o r  f u r t h e r  i n f o r m a t i o n  c a l l  S u sa n  F l e i s c h h a u e r  a t  4 6 5 - 3 9 0 0 .
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S t a t e  o f  A l a s k a

O F F I C E  OF T H E  G O V E R N O R

■I u s e a i :
/

January 27, 1986

The H o n o rabl e Ben Gr usse n d o r f  
Speaker of the House 
A laska State Legislature 
P.O. Box V  
Juneau, AK 99811

Pear R e p r e s e n t a t i v e  Grussendorf:

Under the a u t h o r i t y  of art. Ill, sec. 18, o f  the A l a s k a  
Constitution , I am tra ns m i t t i n g  two bills that provide for 
improved state debt management. One relates to control of 
s t a t e - s u p p o r t e d  school debt, the other t o  lease-fin ancing 
trans a c t i o n s  by the v a r i o u s  branches of government.

These two bills are e a c h  cornerstones o f  a c o m p rehensive 
proposal d e s i g n e d  to m o n i t o r  and control m o r e  effect i v e l y  
the issuance of debt i n stru ments that h a r b o r  substantial 
credit i m p l i c a t i o n s  for the state. (Some c i t a t i o n s  in e a c h  
bill are to provisions in the other bill. The two wcj.k
together.) Alaska's re mark a b l e  wealth has facilitated
tremendous econo m i c  g r o w t h  in all areas of the state's 
economy and at all levels of government. Many of the se
wo r t h y  p r o j e c t s  and p r o g r a m s  have been f unded  directly by 
the state. In other instances, however, funding has b e e n  
ob t ai ned t h r o u g h  the issu ance of debt instruments, either by 
the state or by local gover -unents. Where g o v e r n m e n t  a c t i v i­
ties are funded through t hc issuance of debt, mainte n a n c e  of 
a favorable credit r ating for the state assumes critic al
importance. Simply stated, actions d e t r i m e n t a l  to the 
state's c r edit standing a r e  injurious to t h e  A l a s k a  economy.

Unlike past years, we a p p r o a c h  an era w h e r e  the state's v a s t  
w e a l t h  is not, in and o f  itself, suff icient to support a 
favorable c r e d i t  rating. In my d i scussio ns w i t h  r e p r e s e n­
tatives o f  the national financial community, the constant 
theme s tated w a s  the n e e d  for Alaska to demonstrate its 
ability to effect i v e l y  m a n a g e  its resources. One critical
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a t t r i b u t e  o f  respon s i b l e  state m a n a g e m e n t  is an e f f e ctive 
debt m a n a g e m e n t  program.

A n y  d i s c u s s i o n  of m a i n t e n a n c e  of; a favorable credit rating 
f ">r the state must r e f l e c t  the broad array of financial 
o b l i g a t i o n s  e n c o m p a s s e d  w i t h i n  the term "state- supported 
debt." It is critical to b e a r  in m i n d  that state g e n e r a l  
o b l i g a t i o n  b o n d s  are b u t  one type of debt instrument that 
a f fects the state's c r e d i t  standing. The financial c o m­
mu n i t y  a l s o  looks to o t h e r  recurring, long-term financial 
o b l i g a t i o n s  w h i c h  are p a i d  from the g e n eral fund, such as 
those w h i c h  arise u n d e r  a l ea se-financin g agreement. In a 
similar  vein, the state's commitm ent to support school debt 
issued by m u n i c i p a l i t i e s  is a type of long-term financial 
c o m m i t m e n t  w i t h  s u b s t a n t i a l  credit implications.

Debt m a n a g e m e n t  concerns m u s t  further reflect the impact of 
exces s i v e  or i mproviden t m u n i cipal debt issuance on the 
state's c r edit standing. I initially observe that r e s p o n­
sible state debt m a n a g e m e n t  policies must n ec essarily i n­
clude a d egre e of state su pervision of m u n i cipal debt i s­
suance. W h i l e  I uiii, o f  course, cognizant and supportive of 
the p r e r o g a t i v e s  of local government, problems w i t h  
m u n i c i p a l  debt issuance i n e v i t a b l y  b urden the state as well. 
For that reason, I p r e v i o u s l y  i ntroduced a bill that relates 
d i r e c t l y  to the issuance o f  m u n i c i p a l  debt. Last session I 
p r o p o s e d  the e s t a b l i s h m e n t  of a Munic i p a l  Financial E m e r­
gency C o m m i s s i o n  to a s s i s t  m u n i c i p a l i t i e s  that have d e­
faulted in b o n d e d  inde bt e d n e s s  'HB 293). J am also p r o p o s­
ing l e g i s l a t i o n  that imposes reasonable limitations on a 
m u n i c i p a l i t y ' s  a u t h o r i t y  to issue general o b l i g a t i o n  debt. 
As noted in the t r a n s m i t t a l  letters a c c o m p a n y i n g  ea ch of 
those bills, r e sponsible state m a n a g e m e n t  of m u n i c i p a l  debt 
is n e c e s s a r y  to assure the continued inv estment c o m m u n i t y  
support of and c o n f i d e n c e  in m u n i c i p a l  and state debt 
i s s u e s .

The two b i l l s  attached to this letter today are intended to 
assure p r o p e r  state o v e r s i g h t  before the state enter'" into 
the type of recurring, l o n g - t e r m  financial commi t m e n t s  that 
m i g h t  have an impact on the state's c redi t standing. Where  
the state issues g e n e r a l  obligation  bonds, the c o n s t i t u­
tional r e q u i r e m e n t  of v o t e r  approval o ffers an approp r i a t e  
o p p o r t u n i t y  for the e l e c t o r a t e  a n d . f o r  e l e c ted o f f i cials to 
g auge any a d v e r s e  effect that issuance of the de bt m a y  have 
on the state. Under p r e s e n t  law, however, n e ither  the 
statutory r e i m b u r s e m e n t  formula for school debt nor the 
u n r e s t r i c t e d  authority to enter lease- f i n a n c i n g  agreements



offers compar a b l e  mechanisms to assure that state credit 
i m p l i c a t i o n s  are adequately addressed. As the decline of 
a v a i l a b l e  revenues further exacerbates the sensitivity of 
the s t a te 's credit standing, it is of c r i t i c a l  importance to 
assure that each project is viewed not only on its own 
m e r i t s  b u t  also with conside ration of h o w  the issuance of 
a d d i t i o n a l  state-supported debt will a ffect broader state 
interests. I believe that these two bills offer a r e s p o n­
sible w a y  of m e etin g the needs o f  the state to obtain office 
f a c i l i t i e s  and of mun ici p a l i t i e s  to provide necessary 
e d u c a t i o n a l  facilities —  a w a y  that best preserves the 
state's favorable credit standing.

I.

The s h o rter bill implements the r e c o m m endat ions of the State 
O ffice C o m p l e x  Financing Task Force, a body w hose m embership 
b r o u g h t  to gether the views of e x e c u t i v e - b r a n c h  officials, 
two legislators, and several members o f  the public w i t h  
s u b s t a n t i a l  financing expertise. The task force conducted 
e x t e n s i v e  hearings to consider the most appropriate m e t h o d  
to p r o v i d e  state office facilities in the most c o s t - e f f i­
cient m a n n e r  possible. A f t e r  review o f  the available 
f i n a ncing alternatives, the task force recommended the 
e n a c t m e n t  of legislation to facilitate the acquisition o f  
state o ffice facilities through l e a s e - fi nancing agreements. 
The b i l l  designates the A l aska State H o u s i n g  Authority as 
the a p p r o p r i a t e  financing entity, but p r o vi des that when the 
a u t h o r i t y  issues debt for this purpose, it do so as the 
A l a s k a  State Building Authority. The name change is i n­
tended to prevent confusion in national financing markets.

S ections 1, 6, 7 and 8 provide that the univer s i t y  and each 
b r a n c h  o f  government, respectively, have legal authority to 
e n t e r  into lease-financing agreements w i t h  the Alaska State 
Housing  A u t h o r i t y  acting as the Alaska State Building 
A uthority. The state has p r e v i o u s l y  executed lease- 
f inancing agreements under exist i n g  lease authority, and 
these sections are thus int ended to remove any ambiguities 
r e g a r d i n g  the legal authority to enter into lease-financing 
agree nents. The cost of b u i l ding a c q u i s i t i o n  or development 
w o u l c  be p r o vided by the sale of revenue bonds by the Alaska 
State B u i lding Authority. In all instances, a lease- 
f i n a n c J.ng agreement preserves legislat ive prerogatives 
t h rough the requirement that lease p a y m e n t s  be subject to 
a nnual appropriation.

W h i l e  the bill recognizes the d e s i r a b i l i t y  of the lease- 
f inancing technique, the bill also imposes effective debt



ma n a g e m e n t  controls. First, lease -financing agreements m a y  
only be e x e c u t e d  with the Alaska State Building Authority, a 
limitation t hat ensures u n i f o r m i t y  and continuity in the 
state's lease-finan cing programs.

More importantly, secs. 9 —  16 expand the r e s p o n s ibilitie s 
of the state bond committee  (AS 37.15) to ensure that the 
b r oad er c redit implications are adequately assessed b e f o r e  
the state enters into a lease-f inancing agreement. U n d e r  
sec. 15, for example, p r o p o s e d  AS 37.15.770 authorizes the 
state b o n d  committee to r e view any propos ed lease- f i n a n c i n g  
in d e t a i l  and to prohibit or c o n d i t i o n  the sale of the deb t 
instrume nts if it is in the bes t interests of the state to 
do so.

I o b se rve that sec. 8 of this bill is similar to l egislation 
that I p r o p o s e d  last session in the wake of the c o n t r o v e r s y  
s urrounding  the An chorage Office Complex. The bill p r o p o s e d  
last sessio n (HB 392 and the identical SB 293) p rovi d e d  for 
p r o j e c t - s p e c i f i c  legislative approval before execution o f  a 
l e a s e - financin g agreement. In the transmittal letter
accomp a n y i n g  the initial bill, dated April 19, 1985 (1985
H.J., p. 1001, and 1985 S.J., p. 856), I noted that the p r o­
vision of projec t - s p e c i f i c  legislative approval posed s u b­
stantial constitutional problems. Both the con st i t u t i o n a l  
doctrine of separation of powers and the c o n s t itut ional 
pr o h i b i t i o n  against special and local legislation place in 
serious legal doubt any statutory requirement to seek 
p r o j e c t - s p e c i f i c  approval. And public finance the w o r s t  
forum to interject such a substantia l legal uncertainty. 
Accordingly, the present bill does not propose p r o j e c t -  
specific approval. To do so, in m y  view, w o u l d  i m p e r­
mis s i b l y  intrude upon the const i t u t i o n a l  pre rogatives of 
future governors. Although I b e li eve it inapprop riate to
req.. 'je p r o j e c t-s pecific approv al as a matter of law, I 
reaffirm m y  personal commi t m e n t  to seek legislative approval 
before the executive b ranch enters into any l e a s e -financ ing 
a g r e e m e n t .

II.

The longer of these two bills that I am tran smitting m a k e s  
several changes to the state's support of public school 
construction. Most notable o f  the significant changes
p r o posed under this bill is a cap is placed  upon the amoun t 
of m u n i c i p a l  debt o bliga tions for w h i c h  the state w i l l  
provide reimbursement. M u n i c i p a l i t i e s  issuing debt to 
finance school cons truction w i l l  p a y  the interest costs,
while the state will p a y  the p r i n c i p a l  in equal payments up



to an aggregate a m o u n t  of $10,000,000 in any year for debt 
approved by local v o t e r s  a fte r March 31, 1986.

The state p r e s e n t l y  provides, in addition to its m u n i cipal 
grant program, three forms of aid for school construction. 
Under AS 14.11.010 all school districts may apply  to the 
Department of E d u c a t i o n  for an appropriation for schoo' 
construction proje c t s  for w h i c h  the department m a y  request, 
in order of priority, a p p r opriat ions from the legislature. 
If an approp r i a t i o n  for a school construction p r o ject  is 
made, the school d i s t r i c t  may, under AS 14.11.020, request 
the assumption of the state's responsibility ho plan, 
design, and c o n s t r u c t  the p a r t i c u l a r  project. The d e p a r t­
ment provides for the a s s u m p t i o n  of the r e s p o n s i b i l i t y  by 
e xecuting a grant a g r e e m e n t  w i t h  the school district.

AS 14.11.100 pr ovi d e s  two additional forms of state aid for 
public school c o n s t r u c t i o n  which are only a v a i lab le to 
munici pal school districts. The state reimburses m u n i c i p a l  
debt service payme n t s  in v a r y i n g  percentages v/hich, because 
of amendments made in ch. 78, SLA 1985, are at least 80 
percent. The state a.lso reimburses a m u n i c i p a l i t y  for at 
least 80 percent of its cash payments us ed for school 
construction. To rece ive reimbursement of e ither  debt 
service or cash  payments, the m u n ic ipality must first 
quantif y the need for the p r o j e c t  and provide a descri p t i o n  
of the project and an estimat e of its cost. The Depar tment 
o f  Education reviews the project and its justification, and, 
when appropriate, g r ants its approval of the p r o j e c t  and its 
e stimated costs. The next step is approval o f  the m u n i c i­
pality's voters to sell the bonds. If the local voters 
approve the sale of the bonds, the state will reimburs e the 
costj of debt service by requesting money in each year's 
budget.

There are several w e a k n e s s e s  in the state's p r e s ent programs 
of financing school construction.

First, there are inadeq u a t e  procedures to ensv.re that the 
e stimates of p r o j e c t  costs are reasonable. Before 1982, the 
a d m i n istration  of the school construction grant p r o g r a m  was 
shared by the D e p a r t m e n t  of Education and the D e p a r t m e n t  of 
Transportation  and P ublic Facilities. Chapter 92, SLA 1982 
t ransferred all r e s p o n s i b i l i t y  for the state's c o nstructio n 
grant p r o g r a m  to the Depar t m e n t  of Education. This same 
w e a k ness exists u n d e r  A S  1 4 . 1 1 . ICO.

The second m a j o r  failing is that there is no c e i l i n g  for the 
amount of money w h i c h  the state will be r e q u e s t e d  to reim-
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 burse u n d e r  A S  14.11.100. In the p r o p o s e d  FY 1987 state

budget, a p p r o x i m a t e l y  $106,000,000 in m u n i c i p a l  debt service 
payments is r e q u e s t e d  to continue existing level o f  debt.

During the last s e s s i o n  of this legislature, the p e r c e n t a g e  
cf r e i m b u r s e m e n t  for debt service costs w a s  i n c r ea sed to 80 
percent, . a l t h o u g h  al lowable projects w e r e  limi ted to fa­
cilities n e c e s s a r y  for increased enrollmen t or to correct 
h ealth a n d  s afet y problems. The result of last session's 
a mendments to AS 14.11.100 has been an i d e n t i f i c a t i o n  of 
required p r o j e c t s  w i t h  approval of the p r o j e c t u  closely 
followed b y  local b o n d  elections. These r ece nt m u n i c i p a l  
elections h a v e  a u t h o r i z e d  approximately $112 ,5 0 0 , 0 0 0  of new 
m u n i c i p a l  d e b t  for w h i c h  local communities w i l l  seek reim- 

? b u r s e m e n t  from the state for debt service costs. I a n t i c i p­
ate, if a l l  o f  this ne wly authorized debt is inc urred in the 
near term, t hat the impact on the debt r e t i r e m e n t  p r o gram 
could be as m u c h  as an additional $ 45,000,00 0 in requested 
r e i m b u r s e m e n t s  in FY 1987. I intend to support this 
a ddit ional funding as soon as the a mount is d e t e r m i n e d  and 
n e c e s s a r y  d e b t  m a n a g e m e n t  legislation is passed.

I, of course, r e c o g n i z e  that there are m u n i c i p a l i t i e s  in the 
state w h i c h  h a v e  ex perienced significant p o p u l a t i o n  in­
creases, and w h i c h  therefore need the c o n s t r u c t i o n  of new 
schools. I b e l i e v e  that these existing n e e d s  should be m et 
at the c u r r e n t  levels of state support. However, the future 
of state r e v e n u e s  and the need for new s c hools are u n c e r­
tain. C o n s e q u e n t l y ,  I believe that d i f f e r e n t  approaches 
need to b e  a p p l i e d  to the way the state c o n s i d e r s  all school 
c o n s t r u c t i o n  in the state.

W i t h  d i s c i p l i n e  a n d  altered approaches to the school c o n­
struction, I b e l i e v e  tnat the state and its m u n i c i p a l i t i e s  
can c o ntain s t a t e - s u p p o r t e d  debt and still a l l o w  for ade­
quate state s u p p o r t  of school construction.

This bill c h a n g e s  procedures for r e v i e w i n g  and approving 
school projects.

Sect*'on 1 a m end s AS 14.08.151. These a m e n d m e n t s  are d e­
sirable to c l a r i f y  the : nner in w h i c h  the state conveys
title : school sites to regional e d u c a t i o n  attendance
areas.

Section 2 a m e n d s  A S  14.11.010(b) by r e q u i r i n g  the Department 
of E d u c a t i o n  to r e q u e s t  cost estimates f r o m  the Department  

| of T r a n s p o r t a t i o n  and Public Facilities and to base its



p r o j e c t  appro val upon that cost estimate. This same r e­
qui r e m e n t  is found in sec. 11 in amendments to AS 14.11.102, 
w h i c h  relates to p r o j e c t  approval for the debt retirement 
program. Section 14 contains new author ity for DOT/PF to 
es t i m a t e  c o n s t r u c t i o n  costs for all school pr ojects financed 
b y  a p p r o p r i a t i o n s  and debt retirement. Included within  that 
a u t h o r i t y  is the r e s p o n s i b i l i t y  to establ ish d esign s t a n d­
ards

Se c t i o n  3 of the bill amends AS 14.11.010(c) by adding new 
criteria, relating to p o p u l a t i o n  trends and the condition of 
facilities, w h i c h  the De part m e n t  of E ducation w i l l  consider 
wh e n  a p p r o v i n g  project s for appropriation. These amendments 
are also applicable to the debt retirement p r o g r a m  under 
language found in sec. 11.

S e cti on 4 proposes new language that w i l l  require school 
di s t r i c t s  reques t i n g  state aid. to inventory a nd inspect the 
schools in their d i s t r i c t s  and to revise that inventory on a 
y e a r l y  basis. The p r o v i s i o n s  of this section also require 
that school distric ts provide information relating to 
m a i n t e n a n c e  and o p e r a t i o n  costs. This informatio n regarding 
e x i s t i n g  school facilitie s will enable the state to better 
a n aly ze n e w  projects that the statu will be asked to finance 
by a p p r o p r i a t i o n  or by debt reimbursement.

Sections 5 and 6 limit the state's reimbursement of school 
debt to prin cipal only for approved  projects financed by new 
m u n i c i p a l  debt a u t h o r i z e d  by local voters a fter March 30, 
1986. If the debt was author ized by local v o t e r s  before 
April 1, 1986, the state's reimburseme nt continues as
before. The state's reimbursement of cash payments by 
m u n i c i p a l i t i e s  ends for payments made after June 30, 1986.

S e cti on 7 amends AS 14.11.100(b) by o f f s e t t i n g  the amount 
that the m u n i c i p a l i t y  receives for debt r e i m b u r s e m e n t  by the 
amount of interest e a r n e d  on the proceeds of b onds sold for 
a p a r t i c u l a r  project. This amendment p a r a llels existing law 
found in AS 14.11.100 (k), w h i c h  is repealed in sec. 16.

Sections 8, 9, and 10 contain a number o f  a mendments  to
AS 14.11.100(h), (i), and (j), respectively, w h i c h  are
ne c e ssary to reflect the new class o f reimb u r s e m e n t  under 
the language propo sed L i  AS 1 4 . 1 1 . 1 0 0 ( a )’S) in sec. 6 of the 
bill. Section 10 has a fiscal impact. It amends 
AS 14.11.100 (j) (2) to a l l o w  refunding o f  bonds only in those 
situatio ns where there is at least a five p e r c e n t  saving in 
debt service costs. It also amends AS 14.11.100 (j ) (3) by 
r equiring that the p r i n cipal on bonds be r e i m b u r s e d  in equal
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annual p a y m e n t s  over a period of 10 y e a r s  or a te^m set by 
the state b o n d  committee.

Under sec. 12, the Department of E d u c a t i o n  will continue to 
a l l o c a t e  m o n e y  to reimburse muni cipal debt. However, a cap 
on r e i m b u r s e m e n t  is placed upon debt a u t h o r i z e d  by local
v oter s a f t e r  April 1, 1986. The d e p a r t m e n t  may only a l l o­
cate m o n e y  for the reimbursement o f  p r i n c i p a l  pa id on new 
debt if the n e w  payments, when c o m b i n e d  w i t h  all other r e i m­
bur s e m e n t s  u n d e r  this clu. •? of debt, do not exceed the
$10,000, 000 or an amount set by the st^<-^ bond committee.
This m e c h a n i s m  will have two results. It puts a cap on 
s t a t e - s u p p o r t e d  debt, but, with discip l i n e ,  it will enable 
m u n i c i p a l i t i e s  to construct needed school projects in a d­
dition  to those that are financed by b o n d s  authorized by
local v o t e r s  b e fore  April 1, 1986.

S e cti on x3 amends AS 14.11.135(3) b y  c h a n g i n g  the definition
of school c o n s t r u c t i o n  costs. It e x c l u d e s  all financing
costs for debt authorized by local v o t e r s  after March 31,
1986.

S e cti on 14 adds three new sections to AS 35.15. Under the 
p r o p o s e d  language, the Department o f  T rans p o r t a t i o n  and 
Public F a c i l i t i e s  will estimate the cost s of all school 
c o n s t r u c t i o n  p r o j e c t s  under common d e s i g n  standards that it 
will develop.

Section 15 amends AS 37.15 to give the state bond committee 
the a b i l i t y  to m a n a g e  state-supported school debt, which is 
a c c o m p l i s h e d  u \der two different m e chanisms . First, it may  
e s t a b l i s h  a h igher or lower ceiling for allocations for 
r e i m b u r s e m e n t  of n e w  authorizations o f  school debt u nder 
AS 14.11.100(a)(6) (found in sec. 6), d e p e nding on the 
state's c r e d i t  standing as well as on the needs for school 
construction. Second, it may control the term of the o b l i­
gations to en sure that their m a t u r i t y  structure does not 
ad v e r s e l y  a f f e c t  the state's credit standing. While a 10- 
year t e r m  is allowed by the p r o p o s e d  provisions of 
AS 14.11.100 (j ) (2) (found in sec. 10), the committee is a c­
corded the a b i l i t y  to set a differen t t e r m  w h e n  it is in the 
state's b e s t  interest.

It is our i n tent w i t h  the language in cec. 17 to dev elop a 
long range p l a n  for the state's school c o n s t r u c t i o n  thr ough 
the end o f  the century. The n e c e s s a r y  component s o f  this 
plan w o u l d  include projected e n rollments un der reasona ble 
p o p u l a t i o n  projections, construction c o s t s , d esign p a r a­
meters, and fi nancing techniques. It is o u r  hope that.



after the com pl e t i o n  of the plan, a r ational m e c h a n i s m  can 
be p’.t in place to provide for the state's public school 
construction needs which is within the state's ability to 
pay.

III.

Continued e c o nomic pros perity for all sectors o f  the Alaska 
economy is in part inextric ably tied to more rig or o u s  state 
debt management. These two bills, as w e l l  as l egislation 
relating to responsible limitation on m u n i c i p a l  debt, 
promote more r esponsible state debt management. Alaska's 
credit standing is, of course, in part d e p e n d e n t  on factors 
beyond our control. That the state cannot contr ol all
relevant factors is no excuse, however, for the inadequate 
ma n a g e m e n t  o f  those factors within our control. I believe 
that it is c r i tical that the state b e come m o r e  sensitive to 
the l o n g -term credit implications of e a c h  iso lated funding 
decision. These two bills provide for r e s p o n s i b l e  yet 
flexible state debt management, and I urge your prompt 
considerat. n and approval of these measures.

Sincerely,

Bill Sheffield
Governor
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  TRANSPORTATION A N D  PUBLIC FACILITIES POUCH Z
JUNEAU. ALASKA 99817 
PHONE: 19071 465-3900
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M a r c h  27, 1986

The Honorable Peter Goll 
Representative 
Alaska  State Legislature 
P. 0. Box V  (MS 3100)
Juneau, A K  99811

Dear Representative Goll:

This is to confirm the telephone discussio n b e tween you and 
John Simpson of this office on M a r c h  26 r e g a rding the House 
Community and Regional Affairs' committee substitute for House 
Bill 520 (school construction) .

The funding and position r e q u i r e m e n t  b y  the Department of 
T r a n s port ation and Public F a c i l i t i e s  for the Community and 
Regional Affairs' substitute " ’ zero.

c c : Susan F l e i s c h h a u e r , Legi sl a t i v e  Liaison
John Simpson, Director, HQ, Engine e r i n g  & Operations 
Standards


