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March 31. W

Representative Reggie Joule

Alaska State House ol Representatives
State Capitol (VIS 31(H))

Jduneau. AK 99811-1182

Dear Reggie:

The Northwest Arctic Borough School District fully >uppens HB 190. which you introduced this session Killing to
matching funds (or municipal school construction grants. | believe ihe following information will give you some
idea of the problems we had providing the local matching requirement for the Selawik High School
RcnovaiionMddnion Project whicn we currently have under way.

The District submitted an application tor tundmg for the Sclawik High School Renovation/Addmon Project in
August of 1°92 in the amount of 3 1a.366.690 The legislature jpproved funding in the amount ol S 12.9?0.0ft).
because this was also the time that the school construction grant program was revised :0 provide for the local
matching requirement. This change in the funding statutes left the District S |.-t*6.ti69.IX) short to provide for the
building that was envisioned wb-n our application was submitted. The District has been successful in providing for
the local matching requirement through the use of prior years capital expenditure S2-U.131.00) and th<* use of
unrestricted fund balance Irom the opcraung fund to provide the remaining balance. While this method met the short
term requirements for this project :I can not he uwd as a basis for providing local match funding ;n any future
projects.

If the District wav to obtain an appropriation for the 3uck~ind Remediation Project, which was the Northwest Arctic
Borough Board of Education's number tine priority, this would obligate the District to provide for local mjich
funding for dm project. Based upon die request by die District and die amount recommended by die Department ol
Education this could be anywhere from >1.200.0ft) to ? 1 "00.0ft) Since the Dismct has uultred all the available
unrestricted fund balance to provide for the corumiation 'f >iurcuncnt educational program and the remaining local
match requirement for Selawik. dtcre .v til's a >oufce it tundinc available to meet any addiuonal local matching
requirements. The North..est Arctic Btnexigh d»V' n»t have the resources avaiiahle ui aivut :he Distr.t with this
requirement

As you are aware, the Northwest Arctic area conststendy has one of the highest unemployment rates in the state.
Because of this situation there is not on available tax base lor the Borough to levy taxes upon the residents to allow
for die local participation requirements Your bill would allow the District to continue to provide L*¢ much needed
facilities in our District but not burden the residents with a local matching requirement when there arc no available

resources to meet this requirement.

If I can supply additional information in vu~rft of HB 190. please contact me at vour convenience

Randall W. Swenvon,
Superintendent

cc: Chuck Greene. Mayo* Northwest Arctic Borough
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House or Representatives < Alaska State Legislature
Alaska State Cicuci

funeau. AK **501-1132

Dear Representative Jcuie:

</ e support the .egiSiation you arc proposing reiateu :o participating snares for scho*:.
construction grants. Our school oistric: has asked for a waiver on our schoe.
construction grants ar.d has been denied every time, ”"e seek the waiver because :he
cucitai participating ir.are always gets funded from our operating budget, and we have

no revenue source or :a.xang authority.

«

"e\e relieve .egtsiaticr. ceaiing with AD M fuii value, unemployment in the district, ar.c
average per capita income leve: are excellent indicators ot qualifications for participating
share waivers. These indicators are objective, not subject to manipulation. and wou.c

serve as an accurate litmus test for qualification.

* Our scr.ool district thanks you for your continued leadership :n education and your
aovocacv for caiidren.

Smcercly.

°z  Jitaw
David 3owiing, Superintendent
3er.r.2 Strait School District

cc: 3SSD 3oard of Heucation
Representative Richard Foster
Senator Al "A*dams



—-icnorace Aj Acars
Alaska State Senate

Rccm AT Cacitoi Building
wureau. AK 7980

Re Senate Bill 35

Dear Senator Adams;

/MNe very much appreciate your ,ntrcauc:ng Senate Bill “35 regarding wailvers zi me “ccal
aarticioating share urcer C!P graits. The egisfation ttat oginaily "ecuirea a ."aal snare nciucec
a provision that alloved the Commissioner of Education © waive the "equremert "or gcco cause
However, re Ceoanment :-FEducation s waiver policy s sc "estictive rat t s /irtaily — acssiftie

to ce granted awaiver.

Your gll, wnch requires waivers of the participamg snare n scncci districts of ow assessed
valuation, ow per capita income, and high unemployment, s certainly reasonacie. The ccai
governments of sucn areas are alreacy strained 1 the Imit © orovice even the most casic pupiic
sendees. Under sucn circumstances, the aurcen of the participating snare woulc nave the effect

of 4irher "educing these meager services.

tr REAA s that meet the recuirements df ycur gil, children 3re typically educationally cisacvar-
*acec. many are underachieving, and a significait oercentace are .im.tec Engnsn protlc.en; The
pmv practical source of the recuireo participating snare n sucn districts s tne operating duccet

Thus, the rstructicnai program for the neecesr zi children s “educed, exacerbating their

educational deficits

A goca example isKasnunamiut Scncoi Oistnct. an REAA wrcse project .snumcer ere cr the FV
98 CCE construction pnenty list. 98% of the students are Alaska Natives. 34% are limited English
proficient, and 79% are below the poverty leel. They are housed n an old 31A school that is
documented as being an extreme life/safety hazard and ecucaticnally inadequate. Furthermore,
it is presently at 189% of capacity, and the enrollment ts increasing. [Ifthis project s funded, the
local participating snare will be $484,614, which would have to come from the operating budget.
ikwoulld mceed be a travesty for the state 1o reguire poor, ecucaticaily d*- - 4 —-7icren ©
pay sucn a price merely to have a safe and educationally adequate “aaiu,
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STATE OF ALASKA BILL NO. HB 193
1997 LEGISLATIVE SESSION

ANALYSIS: (continued)

The .nferest rate would be the same os the Alaska Student Loan Program, and tied 'o the cost of bonds, it provides for a 6
month grace period upon terminating studies, and payment does not begin as long as the borrower remains auaiifiea ‘or

forgiveness

Given the pass-through nature of the present wami Medical Education Program, the cost and time necessary to adm.roter
the program has been minimal. However. ACPE will incur costs for programming, establishing control records, and testrg.
Itis estimated that testing will require two staff between 2-3 weeks of work, prior to a new loan program being aaaea to 'he

recently implemented loan management system. HELMS.

Ifwould be inappropriate to continue to utilize ACPE's primary oceratirg funding source, corporate receipts, to administer
o general fund loan program.

Pago 2 of 2



HOUSE COMMITTEE REPORT

)
Date Referred to Committee: March 14, 1997 FURTHER REFERRALS: Finance

Date of Committee Action k ~7

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 193

HOUSE BILL NO. 193 REPAY GRADUATE EDUCATION AID

“An Act relating to financial assistance for students attending certain graduate education programs; and providing for
an effective date.””

recommends it be replaced : : \ [i") the same title
with the following committee substitute LS Hk H 3( H?Si [ 1anew title
[ 1additional referral to Committee
f | attached amendment(s)
ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): Omo APPROVES PREVIOUS:
5] fiscal note(s) &Ciiirnhrra [ ] fiscal notc(s)
[ Jzero fiscal note(s) [ ] zero fiscal notc(s)
SIGNING WITH RECOMMENDATIONS DP IDNP NR AM
A
[
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i /Y
*k
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1
1
L

CHAIR'S SIGNATURE (s
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CS FOR HOUSE BILL NO. 193(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE -FIRST SESSION

BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Spotisor(s): HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to financial assistance for students attending certain graduate

education programs; and providing for an effective date.”

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

* Section 1. AS 14.42.030(d) is amended to read:

@ The commission may enter into agreements with government or
postsccondary education officials of this state or other states to provide postsccondary
educational services and programs to Alaska residents pursuing a medical education.

An agreement with another slate must be limited to services and programs that are
unavailable in Alaska. The commission shall require a net n participating in a
medical education program offered under this subsection to ngrco to the
repayment condition imnQsedunder AS 14,44,040,
* See. 2. AS 14.44 is amended by adding a new section to article 1 to read:
See. 14.44.040. Repayment condition for medical education program

participants, (a) Except as provided under (b) and (c) of this section, as a condition

1. CSlin 193(11US)
Jiov 7>xc Vnd«rltn*J [DELETED TEXT BRACKETED!
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of eligibility for receivilng financial aid under AS 14.44.010 - 14.44.040, a program
participant shall agree to receive a portion of the financial aid asa loan, to be repaid
to the state. The portion of the financial aid received as a i1oan to be repaid to the
state is equal to the difference between resident and nonresident tuition at the
contracting postsccondary institution plus interest. The rate of interest is equal to the
12th Federal Reserve District discount rate in effect on March 1 of the year in which
the financial aid is received plus two percentage points. Interest imposed under this
subsection begins to accrue when the person terminates studies under the graduate
education program. Accrued interest shall be added to the principal balance of the
loan at the time the borrower isobligated to commence repayment and at the end of
a deferment period.

(b) Ifa person required to repay a loan under (a) of this section has graduated
from the graduate education program for which the loan was received and is employed
within the state in the field for which the person received the loan, including
employment within the state in a medical residency program, the loan shall be forgiven
and considered a grant in an amount equal to the following percentages plus accrued
interest:

(1) one year employment, 20 percent;

(2) two years employment, an additional 20 percent;
(3) three years employment, an additional 20 percent;
(4) four years employment, an additional 20 percent;
(5) fiveyears employment, an additional 20 percent.

(©) Repayment under (@) of this section is required to begin not later than six
months after the person terminates studies under the graduate education program,
except that a person who qualifies for forgiveness under (b) of this section is not
required to begin repayment to the state as long as the person remains qualified for
forgiveness under (b) of this section. A person employed in a medical residency
program is not required to begin repayment to the state as long as the person remains
in the medical residency program. Forgiveness under (b) of this section only applies
to that portion of the loan that has not been repaid to the state.

(d If a person meets the qualifying conditions under this section for

*2*

Nev Trxc Underlined (DELETED TEXT BRACKETED!
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forgiveness after begiriming repayment, the repayment requirement is deferred in the
month following qualification for forgiveness. Repayment shall be deferred as long
as the person remains qualified or until the balance of the loan has been fully forgiven.
IT the person is delinquent or in default on the person 3 regular repayment schedule,
repayment shall continue until the person ,scurrent in payments. A period of time
during which the person is making past due payments may not be considered as a

qualifying period for the purpose of calculating forgiveness benefits.

e r rpurposes of qualifying for forgiveness under this section, a person must
be a full-time employee for a period of at least six months in order to qualify for a

prorated forgiveness benefit. In this subsection, "full-time employee" docs not include

seasonal or temporary employment.

(0 A person 3 obligation to repay the loan under this section ends if the person
dies and is deferred during any period in which a physician certifies that the person
is totally disabled.

(@ This section docs not apply to loans received by a person under AS 14.43.

(h) The commission may adopt regulations to implement this section. Except
as provided in this section, regulations adopted under nis subsection may not exempt
or defer a repayment required under this section.

* See. 3. APPLICABILITY. This Act applies to a person who begins a graduate education
program and who receives financial aid from the state under AS 14.4*1.010 - 14.44.040, or for
a medical education program under AS 14.42.030(d), on or after July 1, 1997.

* see. 4 This Act takes effect July 1, 1997.

oJ* CSIIH 19J0IES)
Hn Tsye tinderlin»d (DKLTTtD TKXT HMCKXTEOI



RE:  CSHB193(H)/CSSB170(H)

The folloning informeation is provided to indicate what the impact of a WAMI loan would be from the borrower's
perspective. Program fund source would continue to bo General Fund duo to covenants on use of
Alaska Student Loan Corporation funds. Any repayment income would be deposited into State

General Fund.

Two WAMI calculations are provided. Calculation #1 reflects the participants' borroming the non-resident
tuition differential loan for all four years of the program Calculation #2 assumes that the borrower would be
borrowing the tuition differential loan for 2'*- 4myears of the program which take place in Seattle at the
University of Washington School of Medicine. Also assumed is an average tuition increase of 4% a year and
an interest rate of 7% (current 12** Federal Reserve District discount rate plus two percentage points).

WAMI LOAN SCENARIOS
Assumptions: 1) Individual begins program in 1997/98
2) Interest rate is 7%. accrues following in-school period
3) In-schooal period folloned by 6-month grace period and 3-year deferment during
residency. Interest accrues during deferment but no payments are due.
4) 15-year repayment schedule (To be set by regulation—Possible that 20-year

schedule would be allowed.)
These calculations aro only estimates based on currently available tuition

information.
Calculation #1 Calculation #2

1* year loan $13,000 -
2* year loan $13,520 $13,520
3* year loan $16,200 $1gf%
4r year loan $16,398 $1
Original Principal Balance  $59,618 $46,618
Deferment Interest $14,606 $11,421
Capitalized Pnncipal Bal.  $74,254 $58,039
Monthly payment: $64393 $503 32
Total to be repaid #)S123.638 ($74,254. principal; $49,384. interest);

96.638 ($58,039. pnncipal; $38,599. interest)

Unknown Factors Averago starting annual net income for Family Practitioners
Additional cotlege/medical education debt (Wthout WAMI Loan) averaging

$45.000-$80,000
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MENMORANDUM
TO: Senator Gary Wilken, Chair
Senate HbSS Committee
FROM: Diane BammS*Jzt?cutive Director IEH\"J‘
Alaska Commission on Postsecondary Education Am 2 9 I
DATE: April 29,1997

SUBJECT: CSSB 170(11)

At last Friday's committee hearing, Senator Leman posed a question regarding the
potential tax implication, lo a participant in the proposed WAMI loan program, of

receiving forgiveness benefits.

I ha>c received information from a peer organization in Wyoming that cuncntly
administers student aid programs with work-related loan forgiveness provisions While
this memorandum should not be construed as a legal opinion, my colleagues in Wyoming
cited Internal Revenue Code Sec. 108. Income from discharge of indebtedness-

f) Student loans

(1) Ingeneral
In the case ofan Individual, gross income does not include any

amount which (butfor this subsection) would be includible In gross
Income hy reason ofthe discharge pn whole or Inpart) ofany student
loan ifsuch discharge was pursuant to aprovision o fsuch loan under
which all or part o fthe indebtedness ofthe individual would be
discharged ifthe individual workedfor a certain period oflime in
certain professionsfur any o) a brood class o femployers.

I was also informed that the Wyoming administrators do nor report the annual
forgiveness benefits to the Intcmjl Revenue Service and have uo record ofever being
asked to do so It appears that so long as this provision remains in federal tax code,
program participants may expect lo receive forgiveness benefits under a WAMI loan

program without negative tax implications.

(‘hope this is helpful to the committee in your deliberations. Please don't hesitate to
contact me if I con be of further assistance.
Cc: Senator Robin Taylor
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Vicmorandum

Honorable Con Bunde. Chair

TO:

Members. HESS Committee

Alaska State Hoase of Representatives

1/

FROM: Diane Barran”#xeawtiie Director

Alaska Commission on Postsccondar / Education
DATE : March 27. 1997
SUBJECT: Comments/Questions RE: HB 193 (WAMI Loan)

The members of the Commission have not reviewed this legislation nor have they taken a

position with respect to supporting or opposing this substantive program change.

Staff

have reviewed the bill and respectfully offer the following questions and comments for

your consideration:

While this bill, under certain conditions, provides for100% grant benefits, because
interest ischarged and the loan mav have to be repaid- itshould be consistently
referred to as a loan that may become a grant (or similar language). The loan contract
will be subject to the requirements of federal consumer truth*in-lending laws that

require extensions of credit to be clearly identified as a loan.

What portion ofprogram funding will be directly borne by participants? Currently
the UW S M charges WA M I slates for the full cost of training rather than subsidize
non-resident students with Washington taxpayers® dollars. Arc participants
individually responsible for all costs or something less such as the tuition differential
between resident rate (approximately S8.000 per year) and nonresident rate which is
currently $20.6 thousand per year for years one and two of the program and $27.5 for
years three and four? Truth-in-lending requires not only that the principal loan
amount be disclosed prior to disbursing funds but also that total finance charges be

disclosed.

If the intent of the program : to increase access for Alaskans to a medical education
and increase the pool of "home grown* Alaskan physicians, the legislature may wish
torecommend an increase in Alaska 3 level of participation from ten students in each
class to 15 or 20. 1hiswould assist inachieving the goals of the program while at the
same time reduce the per participant costs throuuh efficiency of scale, UW S M has
indicated that while the overall costs would likely increase, the cost per student



actually decreases. Alaska has the lowest participation level relative to Montana.
Idaho and possibly Wyoming.

No terms/conditions of repayment are set out: length of repayment; deferment
allowances due to periods of: full-time study, medical disability, military service,
unemployment, etc.; capitalization of interest, etc. These elements must be known
and disclosed by the loan servicer. Ifthe terms arc to be determined by the
Commission, itmay be necessary to specifically authorize the Commission todo so

through the regulatory process.

Assuming that the general und will continue as the program®s fund source (Alaska
Student Loan Corporation (ASLCJ Funds cannot be used due to covenants to
bondholders), the interest rate on WAM I loans migh more reasonably be tied to
prime rate plus some additional percentage each year rather than based on a formula

driven by the rate ASLC pays to bondholders.

The bill proposes an interest-free six-month period following termination of studies
under this program. Why provide an interest benelit to participants who withdraw
without completing or fail to return and work in the state? Ifinterest isto accrue it
should be capitalized prior to the beginning ofany repayment period. Ifthe
participant iseligible for debt forgiveness— that will include interest.

B*1l refers lo "repaying* and Teimbursing* the aid. To avoid confusion and ensure

clarity, the statute should use consistent language. Regardless of the language, the
administering agency will have to report the benefits to the Internal Revenue Service

and participants will be responsible for any resulting tax liability.

Bill references forgiveness of Financial aid *from the state. Language should clarify
that any additional loans made to. or on behalfof. the individual under AS 14.43
would not be subject to forgiveness benefits— or somehow identify that the scope of

the benefit is limited to thisWA M 1 program funding specifically.

Ifa participant begins repayment of the loan and later qualifies for forgiveness
benefits, isrepayment suspended at the time they are employed in their field in the

state or at the end of the first qualifying year?

What istheminimum period of qualifying time for the purposes of prorating a

forgiveness benefit?

What isconsidered €mployed within the state ? Does the participant qualify ifthey
perform interim work in Alaska that is seasonal, temporary or otherwise less than
“Full-time*™*? To what extent would a medical specialist who does Aisits* or “clinics
in Alaska be considered eligible for forgiveness? Will the participant be considered
qualified ifacting in an administrative capacity ir. the state?



e Under what, ifany, circumstances would a participant be held harmless from
provisions of this bill?: 100% permanent disability; death; inability to find
employment in their field in Alaska; need to provide family medical care; military

reservist called to active duty; etc.

Staff is prepared to review and provide feedback as this bill isdeveloped and these issues
are addressed or, alternatively, as legislative intent is clarified for the Commission to
implement through the regulatory process, should the bill be enacted.
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HOUSE OF REPRESENTATIVES

SPONSOR STATEMENT
HB 193

“An Act relating to financial assistance for students
attending certain graduate education programs; and
providing for an effective date.™

In FY 97, $1,309,000 was authorized for the WAMI Medical Education
Program and the budget request for FY 98 1is $1,350,400. There have
been varying reports regarding the number of Alaskan graduates that

return to the state to begin their medical practice after receiving

this financial assistance. In an effort to encourage more of them to

return to practice in Alaska, HB 193 would make the WAMI program
(named for the participating states - Washington, Alaska, Montana

and Ildaho) into a loan program.

If graduate medical professionals who have benefited by this
program choose to return to Alaska to work within six months, HB
193 has a forgiveness provision of 20% per year for up to five years
of work 1in their field of study. Conversely, if the recipient decides
not to return to the state after terminating studies under the
graduate education program, repayment will be required to begin six
months after the student completes studies and is no longer in a

medical residency program.
If the participant chooses to return to the state later than six

months, forgiveness would only apply to the financial aid that has

not yet been repaid to the state.

Montana was the first state to make its WAMI program into a loan

program. Alaska can bo the next state to follow this trend.

I urge your support of this bill.

SPONSOR STATEMENT



The following information isprovided to indicate what the impact ofa WAMI1 loan would be from the borrower 3

perspective This data assumes the borrower will experience the average residency period for Family
Practitioners which is three years Incomes earned during this residency period are extremely modest. Fund
source would havo to continue to bo General Fund due to covenants on use of Alaska Student Loan

Corporation funds.

Two WAMI calculations are provided. The first reflects the borrower bearing the entire cost of the 2nd. 3, da 4m
year of the program. FY97 approximately $13 million The second calculation assumes that the borrower

would only be responsible for repaying the tuition differential represented by nonresident tuition costs, that is

only a portion of the support fee. In this scenario, even through the 1* year costs are borne by the University
of Alaska Anchorage, since the participants pay the resident rate of tuition for four years, four years®

differentials are included Also assumed isan average T®ition increase of 8% a year. This isbased on the

average of the last fivey:ars at UWSM .

WAMI LOAN SCENARIOS

1) Individual begins program in 1997/98

2) Program costs increase approximately 4% a year

3) Interest rate is8 6%. accrues following in-school period

4) In-school period followed by 6 month grace period

5) Typically loan isdeferred for 3 years during residency when salaries generally range
from S25.000-S30.000. Interest accrues dunng deferment but no payments are due

Assumptions:

6) 15-year repayment schedule

Calculation #1 Calculation #2

1““year cost =812.435
2nd year cost =540.612 =$13,429
3rd yec"cost =$42,23* =$14,504
4th year cost =S43 925 =515.664
S5126.773 =556.032
#1 $1,524 50 #2 S673 79

Monthly payment
Total to be repaid: al 5274,416 (S126.773, pnncipal, $147.643,mterest).

#2 S121.291 (S56.032. principal, $65,259, interest)

Average starting annual net income for Family Practitioners?
Additional college/medical education debt (without WAM 1 Loan) averaging

S45.000-580.000.

Unknown Factors

IMPACT OF HB 193 FROM THE BORROWER'S PERSPECTIVE
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CODE CONTRACTUAL SERVICES CLASSIFICATION

73000 Total Contractual Services

Intoragoncy Transfers (hon-add)

FUNDING SOURCES

1002

1003
1004

1005
1037
1007

CODE
73100

CONTRACTUAL

Fedoral Receipts

General Fund Match

General Fund

General Fund Program Roceipts
General Fund Mental Hoalth
Interagoncy Receipts

EXPLANATION
DESCRIPTION

FY 96
ACTUAL
1,267.0

1,267.0

The WAMI agreement governing the administration ol this program statos, Tl is tho intent

ot the Agreement that tho State ol Alaska pay the full operating costs of this program for
Accordingly tho anticipated

those students who are rosidenls of tho State of Alaska..
program costs for FY98 aro broken out as:

Cost breakdown (estimated):
10- 2nd year students
10- 3rd year students
10- 4th year students
WAMI Program Admin,
Community Clinical Units

SERVICES
Form C300

ORU Alaska Postsocondary Education Commission

COMPONENT WAMI Medical Education #953

I?2Wt 9S7U1I

AGENCY Department of Education

417,872
413.371
268,719
163,026
87.412
1,350,400

FY 97 FY 98
AUTHORIZED ADJ BASE
1,309.0 1,309.0
1,309.0 1.309.0

FY 97 FY 98
AUTHORIZED ADJ BASE
1,309.0 1.309.0

Pago lof 1

Revised Date:

FY 98
GOVERNOR
1,350.4

1.350.4

FY 98
GOVERNOR
1,350 4

FY 98
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Tuesday, March 18, 1997

To: Rep. Con Bunde
Alaska State Legislature
Juneau, Alaska

From: Adam K. Holmes
University of Alaska, Fairbanks

Fairbanks, AK

For ovc/ twenty years the Washington, Montana, Idaho and
Alaska medical school program has provided uemendous
opportunities for Alaska residents to pursue their dreams of
becoming physicians. This program hasalrcady benefited the
residents of Alaska greatly, and the proposed changes to it
(stipulating 5 years of medical practice in the slate or partial
repayment of the cost of the student’s medical education) would only
increase its benefit. These changes are both reasonable and fair,

with both the students and the state receiving a good return on their

investment.

Please vote to retain the WAMI program in some form. It

would make a world of difference for a whole generation of aspiring

Alaskan doctors.

Sincerely.

Adam Holmes



March 16, 1997

Dear Representative Bundc,

lam writing to show support for. and raise some concerns about, the
proposed changes to the WAMI program you have set out in your
bill. In general, | believe these changes will be a positive thing for
the State of Alaska as a whole and the students involved in the
program. | think that it is only fair that if a student receives the
benefits of the WAMI program, the funding for which conies from
the State, he or she should be obligated to give something back,
whether it is in the form of service or repayment.

As a future medical student who has applied to medical school
through WAMI. | realize the importance of keeping such a program
in place. Admission to medical schools throughout the nation is
becoming increasingly competitive, a fact which is doubly true for
Alaskan residents. A recent letter | received from the George
Washington School of Medicine in Washington D.C. stated that the
school had received 10.096 applicants for only 113 positions, some of
which were earmarked for residents of the D.C. area. The vast
majority of medical schools in this country, both public and private,
show a preference for in-stale students. Though most hold a few
slots open for students from out of state, competition for these
positions is fierce, with hundreds of students competing for the same
spot. For students from Alaska, who do not have the benefit of an
in*state medical school, this makes the process of gaining admission
even more difficult. The WAMI program attempts to address this
problem by allowing Alaskan students who want a medical education
to be given special consideration for admission, giving us a much
higher chance at getting into medical school than we would receive
by competing for the few out-of-state spots available at other
schools. For this reason, it is important to maintain this program.

Though I. and many other prc-mcd. students would find it
preferable to retain the WAMI program in its current fomi. the
condition of the State budget demands that compromises be made by
all. 1 realize that the W AM I budget represents a large sum of money
to spend on relatively few students and that the State of Alaska
deserves some sort of guarantee that its citizens will somehow
benefit from this expenditure. The compromise being proposed



would certainly help to give this guarantee. | believe that it is only
fair that if the State of Alaska, and thus the citizens of Alaska, arc
spending money on my medical education that | should be obligated
to serve them in some way. Though | know that | want to return to
Alaska after completing my education, some students taking
advantage of the program may not. By requiring students to either
spend five years practicing medicine in Alaska or pay back p.irt of
the State's investment, students will be obligated to give something
back to the communities that helped to finance their education. In
fact, this requirement will not only help the state, it will also help
pre-medical students such as myself. Imposing such restrictions on
the WAM I program might help to wee< out aspiring medical
students who have no intention of returning to Alaska who take
advantage of the excellent deal WAM| provides. These students
would then seek positions elsewhere, rather than facing tepayment.
This would make the odds of gaining admission better for those of us
who are committed lo this state and its people.

Though overall | am pleased with this compromise on the WAMI
program, | have several concerns. First, | am somewhat concerned
about the timing of payback. The first year after a new doctor
finishes his or her residency is often adifficult one The pressures of
beginning to pay back medical school loans which, even with this
program, can add up to over $100,000; finding ..job; and getting
established in a new community can be rather taxing. Much of this
first year is often, in fact, spent just looking foi a permanentjob.
Though Alaska is always in need of doctors to serve in is hospitals
now, there is no guarantee that a new doctor straight out of
residency will be able to gain an in-state position early in his or her
first year. Such a doctor might be forced to begin payback even
though he or she is actively looking for ajcb in this state. This
concern also applies to doctors who. for ore reason or another, decide

to seek out of state positions.

A second concern | have applies to medical students who choose a
specialty which is not currently in demand in this state. If a doctor
graduating with such a specialty makes a good-faith effort to get a
job here within his or her field but fails due to lack of demand. | do
not believe he or she should be penalized for this. It is for these
reasons that | suggest that the changes in the WAMI program be
worded such that there is a one year grace period after residency in
which a new doctor can attempt to find ajob and get established

without facing repayment.



My final concern pertains to doctors who, for one reason or another,
decide to practice out of state for several years, perhaps to gain
valuable skills in their field which cannot be attained here, then
return to serve Alaska. These doctors will, of course, be obligated to
make payments to the State of Alaska for the years they spend

away, but what of the time after they return? One would suppose
that repayment obligations would end, but what of the money the
doctors have already repaid? The same question applies to doctors
who practice in this state for several years, go away for training or
other opportunities, then come back. These situations might seem to
by hypothetical speculations, but they are fairly common scenarios
for doctors just out of residency. | believe that these issues must be
addressed ;o that doctors who wish to serve Alaska will be able to
take advantage of opportunities which arise in the early stages of
tfvir careers and still discharge their obligation to the state.

Overall, | believe the proposed changes to the WA M| program are a
good move for the State of Alaska and its students. These changes
ensure that Alaska will get a return on its investment in Alaskan
medical students' educations while maintaining the WAM | program
which so many students rely on. Though | have some concerns. |
believe that they can be fairly easily addressed so that this
compromise can serve all involved.

Sincerely,

Laura E. Burleson

Pre-Mcd. Student
University of Alaska, Fairbanks
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JUNEAI'
March 13, 1997

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 59801-1182

fat
Dear Spca”cHTillips:

As part of my Alaska Business Investment Incentive Plan to expand the partnership
between the state and the private sector, 1 am submitting this legislation to enhance the
existing tax credit for contributions to Alaska 3 colleges and universities and to expand it
to cover contributions to our public elementary and secondary schools.

Education is vital to an expanding economy and to preparing Alaskans for good jobs. In
today 3 climate of declining revenues and reduced budgets, itisvital we provide
incentives to stimulate increased private contributions for our post-secondary institutions.
This initiative will build on the program started several years ago which has generated
millions of additional dollars from the private sector to higher education in Alaska.

Under current law, taxpayers may claim a credit against several types of state taxes for
contributions to eligible Alaska colleges or universities. The credit iscapped at S150,000
a year based on S200.000 in contributions. This bill extends the cap on the tax credit by
creating a new tier of creditable contributions. UnJer thisnew tier of contributions, a
taxpayer may claim a creditof50% ofan additional $150,000 of eligible contributions.

The bill would also establish a new program which provides a tax creditof50% of
contributions up to $100,000 to local school districts for educational support to our

primary and secondary schools.

TRANSMITTAL LETTER



The Honorable Gail Phillips -«
March 13, 1997
Page 2

This isjust one of several proposals lam putting forward where itmakes good policy
sense to provide incentives which stimulate even greater returns in terms ofjobs and
economic activity in Alaska.

lhope you will give this bill your support.

Sincerely,

Governor
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Alaska Department of Revenue
Income and Excise Audit Division

Tax Credits for Contributions for Educational Purposes

March 5, 1997
Page 2 of 6

BILLANALYSLS

This bill amends tax statutes to: (1) add a third tier for contributions to accredited education
institutions and (2) authorize a tax credit for contributions to school districts in the state. The
following tax programs would be affected by this bill:

Insurance Premiums (AS 21.89.070)

Corporation Net Income (AS 43.20.014)

Oil and Gas Severance (AS 43.55.019)

Oil and Gas Property (AS 43.56.018)

Mining License (AS 43.65.018)

Fisheries Business (AS 43.75.018)

Fishery Resource Landing (AS 43.77.045)

Tier 3
This bill authorizes a third tier to existing statutes that al low credits for contributions to

accredited educational institutions. Currently, taxpayers are allowed a creditof50% of the
first S1 00,000 (tier 1) and 100% of the next S1 00,000 (tier 2) of qualified contributions
(S150,000 maximum credit). Tier 3 would allow taxpayers to claim a credit for 50% of the
next S150,000 ofqualified contributions; thus increasing the eligible contributions to S350.000

and the maximum credit to $225,000.

Under this bill, tier 3 would sunset on December 31, 2001. While this tier is in effect, credits
may not exceed S225,000 when combined with credits taken under all of the tax programs.

School Districts Credit
This bill authorizes taxpayers to claim credits for contributions to school districts in the state.

The credit would be limited to 50% of cash contributions of not more than $100,000.

Section 2 amends AS 21.89.070 (insurance tax credit for gifts to colleges) by adding tier 3 as

described above. Under this statute, the credit is limited to the lesser of the allowable credit or

50% of the insurance premiums tax liability.

Section 3 amends AS 21.89.070 to limit the overall credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 4 amends AS 21.89.070 to prohibit taxpayers from claiming credits ifthe taxpayer isin
arrears of payment of insurance premiums tax or contributions under AS 23 .20 (Alaska

Emp dymcnt Security Act).



Tax Credits for Contributions for Educational Purposes
March 5, 1997
Page 3 0f6

Section 5 amends AS 21.89 by adding a new section to authorize insurance tax credits for
contributions to school districts as described above.

Section 6 amends AS 43.20.014 (income tax education credit) by adding tier 3 as described

above.

Section 7 amends AS 43.20.014 to limit the overall credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 8 amends AS 43.20.014 to prohibit taxpayers from claiming credits ifthe taxpayer is in
arrears of payment ofa tax under AS 43 or contributions under AS 23.20 (Alaska Employment

Security Act).

Section 9 amends AS 43.20 by adding a new section to authorize income tax credits for
contributions to school districts as described above.

Section 10 amends AS 43.55.019 (oil or gas producer education credit) by adding tier 3 as

described above.

Section 11 amends AS 43.55.019 to limit the overall credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 12 amends AS 43.55.019 to prohibit taxpayers from claiming credits ifthe taxpayer isin
arrears of payment of a tax under AS 43 or contributions under AS 23.20 (Alaska Employment

Security Act).

Section 13 amends AS 43.55 by adding a new section to authorize tax credits for contributions to

school districts as described above.

Section 14 amends AS 43.56.018 (oil or gas property education credit) by adding tier 3 as

described above.

Section IS amends AS 43.56.018 to limit the overall credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 16 amends AS 43 .56.018 to prohibit taxpayers from claiming credits ifthe taxpayer is in
arrears of payment of a tax under AS 43 or contributions under AS 23 20 (Alaska Employment

Security Act).



Tax Credits for Contributions for Educational Purposes
March 5, 1997
Page 4 of 6

Section 17 amends AS 43.56 by adding a new section to authorize oil or gas property tax credits
for contributions to school districts as described above.

Section 18 amends AS 43.65.018 (mining business education credit) by adding tier 3 as described

above.

Section 19 amends AS 43.65.018 to limit the overall credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 20 amends AS 43.65.018 to prohibit taxpayers from claiming credits ifthe taxpayer is in
arrears of payment ofa tax under AS 43 or contributions under AS 23.20 (Alaska Employment

Security Act).

Section 21 amends AS 43.65 by adding a new section to authorize mining license tax credits for
contributions to school districts as described above.

Section 22 amends AS 43.75.018 (fisheries business education credit) by adding tier 3 os

described above.

Section 23 amends AS 43.75.018 to limit the overall credit to S225.000 when combined with
credits claimed under other tax programs while tier 3 is in effect.

Section 24 amends AS 43.75.018 to prohibit taxpayers from claiming credits ifthe taxpayer is in
arrears of payment ofa tax under AS 43 or contributions under AS 23 20 (Alaska Employment

Security Act).

Section 25 amends AS 43.77.045 (fisheries resource landing tax education credit) by adding tier 3

as described above.

Section 26 amends AS 43.77.045 to limit the ovctaJl credit to $225,000 when combined with
credits claimed under other tax programs while tier 3 is in effect

Section 27 amends AS 43.77.045 to prohibit taxpayers from claiming credits ifthe taxpayer isin
arrears of payment of a tax under AS 43 or contributions under AS 23.20 (Alaska Employment

Security Act).

Section 28 provides for repeal of school districts credit statutes

Section 29 provides that sections 1 through 26 are retroactive to January 1. 1997 and apply to
contributions made after December 31,1996.



Tax Credits for Contributions for Educational Purposes
March 5, 1997
Page 5 0f6

Section 30 provides for an immediate effective date for sections 1 through 26.

Section 31 provides a effective date of January 1, 2002 for repeal of school districts credit

provisions.

OPERATING COSTS

The department does not anticipate any additional costs for administering tier 3 and school
districts credit programs. The department would revise its tax forms to al low taxpayers to claim

credits authorized under this hill.

REVENUE

Tier 3
During FY 1996, 29 taxpayers claimed S2.3 million in education credits from $3.2 million in

qualified contributions to Alaska universities and educational institutions. O f these taxpayers,
15 taxpayers claimed the maximum $150,000 credit. Assuming that 75% of these taxpayers
take advantage of tier 3, (6 taxpayers at the maximum tier 3 credit of S75.000 and 5 at S37.500)
taxpayers would claim $637,500 each year. Credits would begin inFY 1998 when 1997 tax
returns arc due. The last fiscal year that tier 3 credits would be claimed iIsFY 2002 when 2001

tax returns are due.

School Districts Credit
The department assumed that 8 of the 15 taxpayers who claimed the maximum education credit

would claim the maximum ($50,000) school districts credit. Total credits for these taxpayers
would equal S400.000. The department projects that all other taxpayers would claim $1,007,000
in credits. Total school districts credits would be approximately SI1,407,000 each year. The last
fiscal year that school districts credits would be claimed isFY 2002 when 2001 tax returns arc

due.

Grand total credits for both programs would be $2,044,500 ($637,500 + $1,407,000) each year.



Alaska Dopartmont of Rovonuo

, Income and Exclso Audit Division _
Projoctod Rovonuo Docroasos from Changos In Education Credits

Tax Credits for Contributions for Educational Purposes
March 5,1997
PagoGof6

Assumptions for Public School Education Credit 0 of tho 15 taxpafers who currently receive tho maximum amount of education crodits available chooso to

participate in the proposed Public School Education Tax Credit at tho $100,000 level. Becauso there oro 53 school districts in Alaska vs. 3 universities that
uafify undor tho curront Education Tax Credit pro?ram, wo believe tho new program will havo a higher participation rate ot lower levels of tax libility.
onseﬂuently, wo assumo that tho participation rate at lowor levels of liability (down to the $1,000 Ievel) in tho new program is half of tho participation rato at

higher liabilities in the existing education credit program (8%).
Corp. ,
Number ~ FY 98 FY 99 FY00 FY 01 FY02 U ' FY03*
Credits for Bus. with >$99.999 Liah, 8 $400,000 $400.000  $400,000  $400,000  $400,000 $0
erluecliime 0 o W W Wi e
fealts ror bus. wi 1an. , ) ' ) '
Credits for Bus. with $1,00049,999 Liab 54 %297,000 297,000 %297,000 $297.000 %297,000 S0
Total 83 $1,407,000 $1,407,000 $1,407,000 $1,407,000 $1,407,000 $0

*Sunsets after 5 years.
Assumptions for Tier 3 Education Credit_11 of the 15 taxpayers who currently reccivo tho maximum amount of education credits avatable chooso to
participate In tho proposed Tier 3 Education Tax Credit Wo assumo 6 of tho 11 participate ot the $150,000 level and 5 participate nt tho $75,000 level.

C III*)
_ N?Jr#]be} TR0 FY 99 FY 00 FY 01 FY02 ~. FY03* 7
Credits for Bus part 0t $150,000 level 6 %450,000 %450,000 %450,000 %450,000 %450,000 %0
5 187.500 187,500 187,500  $187.500 187,500 0
Total 11 $637,500 $637,500  $637,500  $637,500  $637,500 $0

*Sut jets after 5 years

pro>p**d by [VaC Fftod KGOVDUSXH JM ? 831 AM



Anchorage StnrnftheN a th
Chamber ol Commerce

Anchorage Chamber of Commerce
Resolution 96/97 15
In Support of Small Business Growth

WHEREAS, the Anchorage Chamber of Commerce 1is the largest business
organization in Alaska, with a membership of more than 1,201 businesses and
organizations with "Small Business”™making up 80% of our membership; and

WHEREAS, the Anchorage Chamber of Commerce Business Development
Committee has as itsprimary mission to present seminars, workshops and conferences tliat
educate our members and assist in the development of programs that engender economic
development for small business; and

WHEREAS, the Anchorage Chamber of Commerce Business Development
Committee lias been studying ways that the small business community can N* assisted by
government In areas of economic development, employee training as it applies to the
welfare reform mandates, ami access to capital for business exjMnsion; and

WHEREAS, the Anchorage Chamber of Commerce isconcerned about a strong fiscal
plan to ensure the elimination of a gap, it believes that the State must support business
development to assist with a continuing pattern of economic growth and diversification;

and

WHEREAS, the Anchorage Chamber of Commerce Business Development
Committee supports as a first step the concept of encouraging business through small
business tax incentives for wcl/are-to-woik training assistance, equipment purcliase for
business expansion and education contributions which are Important to business growth hi

the State.

NOW THEREFORE BE IT RESOLVED that the Anchorage Chamber of Commerce
hereby urges the Leginlnturc and the Administration to work on additional program
enhancements in order to criimilatr smnll business welfare-to-work participation, small
business growth, educatlon-busincss partnerships and general economic development for

Alaska § small businesses; and

NOW THEREFORE BE ITFURTHER RESOLVED that the Business Development
Committee of the Anchorage Chamber of Commerce will continue to study the
effectiveness of ninent business assistance programs and the need for elimination or
consolidation of such programs and the implementation of new piugrams. This study will
include review of current and j>ast task force materials. “I'hc findings and recommendations

will be forwarded to the Legislature and Administration with a rail lor action.
Approved; Aptil 10, 1997

Tom Williams Cltair 199797 Carol lleynod PreoWent

241 west TOAtmMI», suite 30, Aothorstt. m%-m QU7) 22201 FAx (W7) 272A\17
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HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEK

ALASKA STATE 1.KGISLATI HE SLATE CAPITOL, JUNEAU 99HOI
HOUSE OF REPRESENT \TI\FS (907] nl6$>3, 79

Sponsor Statement

HB 197 "An Act relating to [libraries."”

Alaska docs not have a Public Library Law. even though ithas a grant
piogram for public libraries. There is no definition of what a public
library is: how itcan be established, organized or administered: or
what services should be provided. HB 197 addresses these lIssues and
will provide communities with public libraries, as well as those
planning for public libraries, with a framework within which to
operate the service.

The Public Library Assistance Grant program. Initiated in 1982. has
encouraged the establishment of 55 new public libraries in 15 years.
However, 25 of them disappeared after one or two years because they
did not have adequate administrative structures and realistic views of
the effort required to operate a library. This Isan ongoing problem
and puts pressure on the limited funds dedicated to the grant
program. HB 197 should alleviate this problem and bring stability to
the public library community. |In addition, itshould help stabilize the
amount of grant money going out to the existing public libraries,
allowing them to more adequately plan their budgets for the next fiscal
year.

HB 197 makes some revisions in the current statutes that pertain to
grant programs. Most of these changes sImplv bring compatibility to
the two sections. However, there is one significant, fundamental
change in the formula for funding the Public Library Assistance grants.
AS 14.56.330 currently distributes money by providing a $5000 basic
grant without requiring any local effort or contribution. Up to an
additional $5000 is awarded on a one-to-one match of local funds. (In
recent years, due to the scarcity of funds, th state has been able to
provide no more than a $2000 match. Therefore, no library receives
more than a total of $7000.)

SPONSOR STATEMENT



The proposed revision will combine the basic and matching
components into one basic grant of $7000 which will require a one-to-
one local match with a minimum of $5000 in local support to be
eligible for any grant funds. Unlike the current law, however, the
levislon will allow a community to use in-kind support. This will
benefit small communities with dedicated volunteer staffs. Should
there be funds available after awarding $7000 to each library, the
excess would be awarded on a pci capita basis (a provision that does
not currently exist in statute.) This would bring some equity to the
more populous communities.

This bill will also repeal two public library construction grant
programs that arc no longer funded (AS 14.56.200 - 14.56.240 and
14.56.350.) The repeal date will not take effect until June 30. 1999,
to allow for the close-out of current projects.

1IB 197 was Grafted at the request of the public library community and
has been reviewed, revised, and unanimously approved by the
directors of the 18 largest public libraries. It has also been reviewed
and is supported by the Education Subcommittee of the Alaska
Municipal League.



Article 04. RURAL COMMUNITY LIBRARIES

Sec. 14.56.200. Grants for constructing and equipping libraries.
The division of state libraries shall administer a program providing
for grants to rural communities for constructing and equipping
community libraries according to the provisions of AS 14.56.210 -
14.56.240.

History - (sec. 1 eh 42 SLA 1970) AG Opinions -
The Alaska State Library could make a grant to the community

of Anchor Point even though the state would not retain title to the
library facility in that community. August 26, 1987 Op. Atty Gen.

Article Notes -
Editors Notes. As of 1996, the division of state libraries,

referred to in this article, was the division of libraries, archives, and

museums.

Sec. 14.56.210. Application for grants.
(@ A rural community desiring to receive the benefits of the

grants provided for in AS 14.56.200 shall apply to the division of
state libraries. If the rural community 1is within a borough wi h
arcawide library powers, the borough may apply on behalf of the

community.
(b) To be eligible for a grant under AS 14.56.200 - 14.56.240,

the applicant shall provide not less than 10 per cent of the total cost
of the project for which the funds arc granted. The remaining
percentage shall be provided by the state. The matching share of the
applicant may be in the form of money, land, services, or other items
acceptable to the division of state libraries. Satisfactory assurance of
the continuation of library services shall be included as part of the

application.
History - (see. I ch 42 SLA 1970)

Sec. 14.56.220. Ownership of facility.

Title to a library constructed under AS 14.56.200 - 14.56.240 shall
be 1in the applicant unless the applicant isan unincorporatedcity, in
which case the state shall retain title until the time of any
subsequent incorporation.

History - (sec. 1 ch 42 SLA 1970)

See. 14.56.230. Regulations.

The division of state libraries shall adopt regulations necessary to
carry out the purposes of AS 14.56.200 -14.56.240.

History - (see. 1 ch 42 SLA 1970)

AS 174.56.200 - 1h.56.2M0 AND Ih.56.300 - 1h.56.350



See. 14.56.240. ""Rural community" defined.

In AS 14.56.200 - 14.56.230, "rural community"mcans any
community except a first class city of over 2,000 population.
History - (sec. 1 ch 42 SLA 1970; am see. 27 ch 53 SLA 1973)

Sec. 14.56.250. - 14.56.290 (Renumbered as AS 14.56.182 -
14.56.190]. Repealed or Renumbered

Article 0O5. LIBRARY ASSISTANCE GRANTS

Sec. 14.56.300. Library assistance grant fund.

There 1is established in the department a library assistance grant
fund. From legislative appropriations to the fund, the department
shall make grants to eligible libraries for public library operations or
for intcrlibrary cooperation or for both.

History - (sec. 1 ch 36 SLA 1981)

Sec. 14.56.310. Eligibility.
(a) Libraries eligible for grants under AS 14.56.300 are

(1) public libraries operated by municipalities or by public
library nonprofit corporations; and

(2) libraries sharing resources or providing services to other
libraries.

(b) A library described in (a) (1) of this section is eligible for a
public library assistance grant. A library described in either (a) (1)
or (2) of this section 1is eligible for an interlibrary cooperation
assistance grant.

History - (sec. 1 ch 36 SLA 1981)

Sec. 14.56.320. Applications.
An eligible library may apply to the department for a grant under

AS 14.56.300 - 14.56.340 in accordance with regulations adopted by

the board.
History - (sec. 1 ch 36 SLA 1981)

Sec. 14.56.330. Limitations.
(a) A public Ilibrary assistance grant under AS 14.56.300 -

14.56.340 may not exceed $10,000 for each 1local public library
service outlet in any one fiscal year. However, no amount over
$5,000 may be granted unless it is equally matched by 1local money.



(b) State money granted to a library under AS 14.56.300 -
14.56.340 may not be used to supplant local money equal to local
expenditures for that library in fiscal year 1980, as adjusted
annually by the commissioner to conform approximately to changes
in the United States Department of Labor Bureau of Labor Statistics
consumer price index for Anchorage, Alaska. A library that uses state
money to supplant local money forfeits eligibility for grants under
AS 14.56.300 - 14.56.340 for two years.

History - (sec. 1 ch 36 SLA 1981)

Sec. 14.56.340. Regulations.

The board shall adopt regulations necessary to carry out the
purposes of AS 14.56.300 - 14.56.330.

History - (sec. 1 ch 36 SLA 1981)

Article 06. PUBLIC LIBRARY CONSTRUCTION GRANTS

Sec. 14.56.350. Public library construction grants.

(a) The director of the division of state libraries shall
administer a program providing for grants to municipalities in the
state for the construction and equipping of libraries. To be eligible
for a grant under this section a municipality shall provide not less
than 40 per cent of the total cost of the project for which funds are
granted. The department shall administer the funds under this
section and shall adopt regulations necessary to carry out the
purposes of this section.

(b) (Repealed, sec. 88 ch 74 SLA 1985).
History - (sec. 1 ch 100 SLA 1970; am sec. 88 ch 74 SLA 1985)
Revisors Notes -

Formerly AS 14.56.065. Renumbered in 1082.
AG Opinions -

In the absence of statutory or regulatory language to the
contrary, the municipality may provide its share from any source of
money that may legally be used for that purpose. August 27, 1987
Op. Att"y Gen.

Article Notes -
Editors Notes. As of 1996, the division of state libraries,

referred to in this article, was the division of libraries, archives, and

museums.
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A LA SKA S TA TE LEGISLA TURE

PLEASE ENTER INTO THE RECORD MY TESTIMONY TO THE H.g.s.s.
COMMITTEE NAME

COMMITTEE ON Al/ia/i Public I.tbr/irv Law DATED March 2b, 1022
BILL/SUBJECT

A now report from tho National Conter for Education Statistics shows that

44% of all U.S. households used a public library last month, and
£5% ofall U.S. households used a public library in the last year.

Alaska rates oven higher:

££% of all Alaskan households used a public library last month, and
76% of all Alaskan households used a public library last year.

Nothing is as widely Infinite as the average human Imagination, and Alaskans tend to be
moro curious, better informed, and more demanding of their public libraries than tho
average Amencan. [tis timo for legislation defining public libraries today and laying a

foundation for the future

HB No. 197 requires real local commitment to tho ideals and value libraries represent
and provides a strong incentive to communities with strong volunloor networks by
allowing in-kInd donations to malch grants from the state. Inon ago when federal and
state funding for librarios has been dramatically reduced. HB No 197 will also help

conserve diminishing resources.

lurgo you to take quick and positive action on this bill and forward lfor passage by the
full Legislature.

HAdLRIM Irt>«n*of, .A»L9jr701
ADDRESS/1*HONE NUMBER



RO. Box 196650

M unicipality AjidionfIC, Alnskn 99619-6650

of

Anchorage Rick Mi/strum. Mutjur

April 3,1997 AM HOKAOfc M IMril'M . IJMRVJULS

Doar Chairman Bundo and Members of tho HESS Committon:

| arrivod at the Legislative Information Office Tuesday, April 1, at 3:.05. With
mixed emotions | hoard a final request fo '.omments on HB 197 and before
| could push tho button, K had passed. The “mixed emotions®* comos from
not being able to speak, one of the few opportunities to address you and

the committee, but very pleased that the bill passed!

So as to not let you off the hook of hearing my thoughts, here Is a brief
summary of my comments.

Ovor the last two years public library directors from communities
throughout the state, Ketchikan to Barrow, have met face to face and via
teleconference with State Library staff in drafting public library law for
Alaska. The definition of a public library was debated as well as urban
versus rural needs. We argued over wording and funding formulas and
came away from our discussion a cohesive group of individuals
representing communities with varying needs, that will continue to work
together to better public libraries in Alaska.

From Anchorage's perspective | am pleased with provisions for per capita
funding boyond the basic grant of $7,000. If tho legislature chooses to fund
public library assistance grants to a greater degree than at present, urban

areas such as Anchorago, will benefit.

| appreciate your continued support for public libraries in Alaska and
especially for your support of libraries in Anchorage.

p.s. Fred, the staff at the Chugiak/Eagle River Branch library miss your
regular visits...
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Houston Onto:

BILLNO:HB 197

FISCAL NOTE

Dept. Affoctod: Community & Rogional Atfalrs

Title: An Act relating to libraries.

BRU: nono
Component: nono

House HESS Committoo by request

Senate Finance

Sponsor
Roquestor;

COMPONENT SERIAL NO.

Expondiluros/Rovonuos;
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS
TOTAL OPERATING

[CAPITAL
| REVENUE FUND SOURCE; |

FUNDING:

1002 Fodorol Rocoipts
1003 GF Match

1004 GF

1005 GF/Program Rocoipts
1006 GF/MHTIA

Other

TOTAL

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current (FY98) Impact S

FY 99 FYOO

0.0
0

0.0

none

(Thousands ol Dollars)

FY 01 FY 02 FY 04

FY 03

0.0

0.0l

0.0 0.0 0.0
I I I I I

(Thousands ol Dollars)

0.0

0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a Separata page It neceaaary) o
Tha logidatton hot no effect on tho Ooporfmont " Thero oro no fiscal impocfs

Prepared by: Remond Hoodoreon. Director
Division Division ol Administrative Servtcoa
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Dato4/20/96
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 197

1997 LEGISLATIVE SESSION

Revision Date: 21-Mar-97 Dept. Alfected: EDUCATION

Title: An Act relating to libraries BRU: Division of Libraries, Archives & Museums
Component:  Libraries

Sponsor: House HESS
Requester House HESS COMPONENT SERIAL NO. 208

Expenditures/Revenues:

OPERATING EXPENDITURES FY98
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0

FY99 FY0O FYo1l FY02 FY03

0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | |
CHANGES INREVENUES 1

FUNDING:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
Other
TOTAL

Estimate ol current year (FY97) cost: S

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY 0 0 0 0

ANALYSIS: (Attach a separate page ifnecessary)
This hill has no fiscal impact on the Department of Education nor will ithavo any on the Department of Community and Regional

Affairs. Tho bill addresses tho following issues: 1) Itprovidos a definition of public libraries, and how they can be established,
organized, and administered; and what servicos need to bo provided inordor to be eligible for the Public Library Assistance Grant
program: 2) ltclarifies eligibility for tho already existing grant programs administered by the State Library; 3) Itrevises the Public
Library Assistanco Grant program by requiring local effort but also allowing in-kind contributions; and 4) ropeals two public library
construction statutes bocauso these programs no longer oxist. The State Library isalready administering all programs impactec

by tho Hill.

Prepared by: George Smith Phone. 465-2910

Division: Libraries. Archives & Museums Onto: 3/21/97
Approved by Commissioner: Siiitioy J. Holloway. Ph D Date: J -2 A
Agency. Department of Education

PREPARER TO PROVIDE ALL DISTRIBUTION COPIESTO GOVERNOR S LEGISLATIVE OFFICE

For furihor distribution information call the Governor®s Legislative Office
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FISCAL NOTE

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Rfvision Date:

Title: Requirement; @&r Teacher Certification
Sponsor Rep. Kubina
Requester: House HESS

OPERATING EXPENDITURES FY98 FY99
PERSONAL SERVICES 0.0
TRAVEL 0.0
CONTRACTUAL 0.0
SUPPLIES 0.0
EQUIPMENT 0.0
LAND & STRUCTURES 0.0
GRANTS. CLAIMS 0.0
MISCELLANEOUS 0.0
TOTAL OPERATING 0.0
CAPITAL EXPENDITURES 0
CHANGES INREVENUES o.ol
FUNDING:

1002 Federal Receipts 0
1003 GF Match 0
1004 GF 0.0
1005 GF/Program Receipts 0
Other:

TOTAL 0.0
Estimate of current year (FY97) cost: S
POSITIONS:

FULL-TIME 00
PART-TIME

TEMPORARY

ANALYSIS: (Attach a seoarate page > necessary)

Prepared by Nancy Buell

BILL NO.

Dept. Affected:
BRU:
Component:

EDUCATION
Teaching and Learning Support
Teacher Education and Certification

COMPONENT SERIAL NO.

FY0O FYO01

0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
00 0.0 0.0
0.0 0.0 0.0

ol Pi _ 0
o.ol o.ol o.ol

(Thousands of Dollars)

0 0 _0

0 0 0
0.0 00 0.0

0 0 0
0.0 0.0 0.0
SO
00 00 00

HB213

1240

FYO2

0.0
0.0
0.0
0.0
0.0
0.0
00

00

0.0

ol

o.ol

0.0

00

Phono 465 8689

Division Teaching and Loarning Support

Approved by Commissioner Shirley J Holloway Ph D

Agency

Department ot Educatcn /

Cato
Date:

425797
42597

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR®™S LEGISLATIVE OFFICE
For furthor distribution mformaton cad the Governor s Logistativo Office
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Alaska State Legislature

Committees During Session:
Labor .. Commerce Alaska State Capitol

Legislative Council Junca , Alaska 99801-1182

World Trade
Trade .. Tourism Durz)ng In;eg;m:
Special Committee Representative Eugene Kubina P.0. Box 24
pon Fisheries P A Valdez, Alaska 99686
House Minority Leader
M e m o
To: RepresentativeCon Bundc, Chairman
House HESS Committee

From: Representative Gene

Date: 10 April '97

Re: House Bill 213, "An Actrelating to teacher certification””

With the first session of the twentieth Alaska State Legislature
moving rapidly to an end. I would appreciate it if you could schedule
a hearing for my bill, HB 213, at the earliest possible date.

In my opinion, in the state®s pursuit of excellence 1in education, one
natural approach 1is to raise, and make uniform, the standards
required for teacher certification. HB 213 purposes to do this.

I look forward to presenting the merits of this bill before your
committee.

funrju . ... (907) 4AS-WW M1 frcr I-8HM6VA8W Ftt <W7) 465-J7V9
Valdez 110 (907) H3V2IIl F<u (907) MV2IWT E Mail: rrpn*vnljh\r grnr kuhiutMrgn «Utr ak %



Alaska State Legislature

Committees During Session:

Labor. Commerce Alaska State Capitol
Legislative Courcil Juneau. Alaska 99801*1182
World Trade
Trade . Tourism Dulg(i)ngB In;zg;m:
Special Committee - - . Box
pon Fisheries Representative Eugene Kubina Valdez, Alaska 99686

House Minority Leader

Sponsor Statement

The 1intent of MB 213 is to raise, and to make uniform, the standards
required for teacher certification in Alaska.

Over the decades, 1in its efforts to expand the opportunities for more
Alaskans to become teachers, the state has relaxed the requirements
necessary to obtain a teaching certificate. While a laudable goal, the
negative result is that Alaskan trained and certified teachers now

suffer a significant disadvantage when competing with teachers from
other states, whose own vrequirements arc more comprehensive and

rigorous.

HB 213 purposes to give Alaskan educated, primary and secondary
teachers a better competitive edge both within their own stale and
elsewhere by providing a better curriculum standard necessary to
receive a teacher 3 certificate. Under this bill, beginning July 1, 2001,
teacher applicants will be required to earn a baccalaureate degree in
a field other than education, thereby expanding their professional

area of application.

Further, teacher applicants will also be required under HB 213 to
complete a year of teacher training that is two semesters 1in scope
and encompasses both student teaching and course work in
education. This training must be from an institution of higher
education accredited by a recognized regional accrediting association
or approved by the Commissioner of Education.

Finally, regarding the two semesters of student teaching, each
semester must be a separate unit of study, taking place 1in a separate
classroom and under the supervision of a different teacher.

Junrau Office (907) 4654859 Tod Fw 1-4WM65-W59 Fax (907) 465-3799
Valdez UO (907) (05-2111 Fax (907) (05*2097 E Mail: rrprr*mUtive_i;ene_kuHna(ilcg» xUic ak ut

SPOFISDP STATEMENT
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I. RAISING TEACHER QUALIFICATIONS
David M. Reaume

Juneau students do not score as well as they could on standardized
examinations. For at least the past ten years, the median Juneau
student in virtually every grade (the student whose test score was
right in the middle of the ranking) has scored only slightly better
than the median student iIn the same grade nationally. This result
has been obtained on the Ilowa Test of Basic Skills and most
recently on the California Achievement Test (C.A.T.), which was
administered to Alaska students for the first time iIn 1996.

The comparison can be taken one step further. For at least the past
fifteen years, the median U.S. student has consistently scored
lower than students from many other countries at the same grade
level. Because the median Juneau student out performs the median
U.S. student by only a small margin, 1t follows that on an
international scale the median Juneau student Tfinishes well down

the list.

Although educational reformers have tried for many years to improve
student performance iIn the United States and also here in Juneau,
their efforts have focused on new ways to teach and new techniques
of examination, rather than on raising the knowledge requirements
imposed on the teacher. Since the release of the 1984 report of the
President®s Commission On Education (A NATION AT RISK), 1increased
emphasis has been placed on raising teacher qualificat; ons. In
particular, a growing number of universities have changed the way
they prepare teachers. Most notably, schools of education which are
accredited by the National Council for Accreditation of Teacher
Education (NCATE) now require that prospective high school :eachers
obtain a college major or minor In a subject to be tught 1iIn
addition to the pedagogical training they have tradi -ionally
received. As of the 1995/1996 school year slightly fewer tian one-
half of all schools of education iIn the United States were
accredited by NCATE. In Alaska the University of Alaska Fairbanks
School of Education 1is the only NCATE accredited institution.
However, the University of Alaska Southeast (UAS) has adopted
virtually all of the NCATE standards, but has not applied for NCATE
accreditation because it cannot afford the dollar cost of preparing

a formal application.

Although our universities are moving to Improve teacher knowledge
of the subjects they teach, school districts have been slow to
impose similar requirements. It goes without saying that i1f school
districts do not follow the lead of our schools of education then
roform of teacher training will have little or no impac:: on our
children®s education. This paper identifies the problem and offers
a solution In the form of a proposed change iIn hiring and teacher
assignment policy for the Juneau School District. A question/answer
format has boon adopted 1iIn order to more sharply define the

differont points being made.



[1] Do U.S. students really do poorly on International
examinations compared to students from other countries?

Yes. For just one example, the organizers of the Third
International Mathematics and Science Study gave examinations to
groups of eighth graders from over forty countries. According to
the results which were just released (November 1996), the median
U.S. score ranked twenty-eighth out of forty-one national median
scores on the mathematics examination and seventeenth out of forty-
one national median scores on the science examination. The
countries whose median mathematics scores were higher than the U.
S. median (in rank order) are: Singapore, Korea, Japan, Hong Kong,
Belgium (Flemish speaking students), Czech Republic, Slovak
Republic, Switzerland, Netherlands, Slovenia, Bulgaria, Austria,
France, Hungary, Russian Federation, Australia, Ireland, Canada,
Belgium (French speaking students), Thailand, Israel, Sweden,
Germany, New Zealand, England, Norway and Denmark. (Source: Center
for the Study of Testing, Evaluation, and Educational Policy,
Boston College, Chestnut Hill Massachusetts 02167. telephone (617)

552-4521)

[2] How do Juneau students fare when compared to other students in
the United States?

This past school year Alaska school districts replaced the Ilowa
Test of Basic Skills with the California Achievement Test (C.A.T.).
Neither test is used by all U.S. school districts, but both of the
testing companies claim to have enrolled a representative national
sample of school districts. At this writing | am waiting for
further i1nformation from the Alaska Department of Education which
will allow us to judge for ourselves just how representative the
C.A.T. sample really is. In particular 1 have requested the names
of the states which have adopted the C.A.T., the names of the
states whose median composite test score was higher than that
recorded in Alaska, and the names of the school districts from
which came the top ten median composite test scores.

What we have at the moment are percentile rankings of the median
Alaska scores in reading, language arts and mathematics. The C.A.T.
was given to students iIn the fourth, eighth and eleventh grade. The
following i1s the summary of results pertinent to the Juneau School

District.



MEDIAN TEST SCORES, 1996 C.A.T.
JUNEAU SCHOOL DISTRICT

grade level
4TH 8TH 11TH
READING 61 66 60
LANG. ARTS 54 59 58
MATHEMATICS 74 60 68
COMPOSITE 63 65 65

Overall (that is based on the composite score) the median Juneau
score 1is in roughly the 64th percentile. This means that about 36
percent of all school districts which used the C.A.T. test had
median test scores which were higher thon the median test score
from the Juneau school district. In previous years, the lowa Test
of Basic Skills placed the median Juneau student at approximately
the 60th percentile. Given the fact that the school districts using
the C.A.T. are not the same districts as those that use the Ilowa
test, we can only conclude that the results are roughly consistent
with the results posted by Juneau students 1In prior years.

A comparison of this sort puts a better face on the Juneau school
district™s performance than is warranted. When one considers how
truly awful many of the inner city and rural school systems in the
country really are, 1t is not surprising that the median Juneau
score Jlies above the 50th percentile. If Juneau scores were
compared only to scores from school districts located in places
which were demographically similar to Juneau, one would get a much
better picture of just how middling the Juneau performance really

is.
We can and should do much better.

[3] Must a teacher be well trained in a subject iIn order to teach
it well?

Yes. It i1s now widely understood that in depth knowledge of a
subject 1s a necessary condition for good teaching. This does not
mean that other factors are not important, but rather that
without iIn depth knowledge a teacher cannot perform up to the
level needed to prepare our children to excel academically In
today®"s world. The National Commission On Teaching and America®s

Future had this to say:



"At a time when all students must meet higher standards for
learning, access to good teaching iIs a necessity, not a
privilege to be left to chance. And competent teaching
depends on educators who deeply understand subject matter
and how to teach in ways that motivate children and help them
learn. ( Source: ™"What Matters Most: Teaching for America“s
Future,”™ prepared by the National Commission on Teaching &
America"s Future, September 1996, page 8)

[4] What is meant by a "'subject"? When 1 called Juneau-Douglas
High School 1 was told that teachers are assigned to subjects

in which they are endorsed.

As far as most state teacher certification processes are
concerned a '"'subject"™ is either (@ math/science, (b) language
arts, (¢) social studies, () early childhood education, (&)
elementary education, (F) educational technology, or (@) physical
education/health. When NCATE and the National Commission on
Teachinr & America®s Future use the word 'subject” they mean
history, geography, mathematics, physics, chemistry... A teacher
who has been endorsed by the State of Alaska iIn, say social
studies, may have taken no more than two or three college level
classes iIn each of the subjects which are grouped iInto the broad
category called by this name. In brief, the State certifier”s
subjects are not subjects iIn the sense in which that word 1is used
in this report, but are instead groups of related subjects. For
example, social studies 1is really five different subjects:
history, economics, geography, anthropology and government.
Calling social studies and the other broad categories 'subjects”

is an obfuscation.

[5) Are you telling me that not all teachers have college degrees
in the subjects they teach?

That i1s what 1 am saying. Until recently most schools of
education have emphasized courses in pedagogy (how to teach),
giving relatively little attention to training future teachers in
the subjects which they were hoping to teach. The problem is made
worse by the fact that many school districts (including the
Juneau school district) assign teachers to classes with little or
no regard for the subject area training they may have received.
(Again, by 'subject'™ I mean history, physics, geography,... and
not social studies, language arts, science,...) The National
Commission on Teaching & America®s Future has highlighted the
problem with the following facts (pages 15 and 16 of "What

Matters Most...').

* "In recent years, more than 50,000 people who lack the
training required for their jobs have entered teaching
annually on emergency or substandard licenses."



* "Nearly one-fourth (23%) of all secondary teachers do not
have even a college minor iIn their main teaching field.
This is true for more than 30% of mathematics teachers.™

* "Among teachers who teach a second subject, 36% are
unlicensed iIn the field and 50% lack a minor."

* "56% of high school students taking physical science
are taught by out-of-field teachers, as are 27% of
those taking mathematics and 21% of those taking English.™

* "In schools with high minority enrollments, students have
less than a 50% chance of getting a science or a
mathematics teacher who holds a license and a degree iIn the
field he or she teaches.™

The Commission noted the irony of the problem when it observed
that:

"Although no state will allow a person to fix plumbing, guard
swimming pools, style hair, write wills, design a building,
or practice medicine without completing training and passing
an examination, more than 40 states allow school districts
to hire teachers on emergency licenses who have not met
these basic requirements. States pay more attention to the
qualifications of veterinarians treating the nation®s cats
and dogs than to those of teachers educating the nation®s
children and youth." ("What Matters Most...," pp-. 14,15)

[6] Is the problem as bad in Alaska as it is elsewhere iIn the
United States?

Alaska school districts are among the worst offenders iIn the
nation when it comes to assigning teachers to teach subjects for
which they are ill prepared, according to the U.S. Department of
Education®s 1990-91 '"Schools and Staffing Survey." In Appendix
Table F of "What Matters Most..." (cited above), the U.S.
Department of Education results are reprinted. Here Is a summary
of those results:



PERCENTAGE OF PUBLIC HIGH SCHOOL TEACHERS

WHO TAUGHT ONE OR MORE CLASSES IN A FIELD

WITHOUT AT LEAST A MINOR IN THAT FIELD,
1990-91

Math Science Soc. Studies Enalish Phys.. Educ.

All U.S. 30.5 16.9 16.9 21.9 14.6
ALASKA 63.3 22.3 34.9 27.7 48.5
Worst Score 63.3 43.9 34.9 41.0 48.5
Best Score 11.1 4.6 4.9 2.1 2.4

In mathematics, social studies and physical education no state
scored worse than Alaska i1n placing poorly qualified teachers 1in
the high school classroom. In science Alaska placed forty-first,
and in English Alaska tied for forty-second place. Data for
Alaska were not published for foreign languages nor for art &

music.

[7]1 Do we know how many classes are taught in Juneau schools by
teachers who have not obtained at least a college level minor

in the subject being taught?

No. The Juneau school district has not released specific
information on teacher subject qualifications and 1t iIs not
possible to extract Juneau data from the 1990/91 survey conducted
by the U.S. Department of Education because the Juneau numbers
are bundled into an Alaska composite. However, we do know that
there i1s no requirement that Juneau teachers have college minors
or majors in the subjects which they teach.

We also know that until the 1993/94 school year the University of
Alaska Southeast School of Education graduated teachers with
secondary education endorsements In broad categories such as
"social science.” With one exception, such students almost never
obtained so much as a minor in any of the narrowly defined
subjects iIncluded under the broad category for which they were
endorsed. That exception was the endorsement for math/science.
Because of course availability constraints at UAS, students with
a secondary education math/science endorsement nearly always took
enough mathematics classes to qualify for a mathematics minor.

Finally, wo know that Juneau middle school teachers are required
to have only an endorsement iIn elementary education. To see what
this means one need only consult the 1996/97 UAS academic
catalogue. With one exception, the degree requirements for
elementary education majors at UAS include no specific subject
courses, (such as history, geography etc.) beyond the sophomore



year level. The exception is History of Alaska (HIST-341) or a
substitute for that course entitled "Alaska Studies.' What
elementary education majors at UAS are required to obtain are
fifty-five (55) credit hours of pedagogy. This absorbs virtually
their entire junior and sen%?r years of college.

The teacher training guidelines for middle school teachers
prepared by the National Middle School Association and adopted by
NCATE call for 'preparation iIn two teaching fields which are
broad, multidisciplinary, and encompass the major areas within
the field.” (NCATE, "Approved Curriculum Guidelines, September
1995, page 327) Under the NCATE standards, middle school teachers
are distinguished from elementary school teachers and are
required to prepare themselves iIn two teaching fields. As
currently stated, the NCATE middle school guidelines are less
focused on specific subjects than are the guidelines for high
school teachers, but considerably more focused than are the
guidelines for elementary school teachers (with the exception of
the guidelines for elementary school reading teachers).

[8] Who were the members of the National Commission on Teaching
and Amc 1t-,s Future which issued the report "What Matters

Most: Teat ing for America®"s luture'?

They are 1i1dentified in the report. A partial list of names
includes Keith Geiger (former president of the National Education
Association), Albert Shanker (president of the American
Federation of Teachers), James P. Comer (professor of child
psychiatry, Yale University), James Kelly (President & CEO,
National Board for Professional Teaching Standards), William G.
Demmert (visiting professor of education, Western Washington
University and former dean of the School of Education, Liberal
Arts & Sciences at the University of Alaska Southeast), Dolores
A. Escobar (Dean, College of Education, San Jose State
University), as well as two state governors, an elementary school
principal, a district superintendent, three teachers, and a
member of Congress. The work of the National Commission was
fundod by the Rockefeller Foundation and the Carnegie Corporation

of New York.

It 1s worth emphasizing that the findings of the Commission have
been endorsed by Commission member Keith Geiger. Mr. Geiger 1is
the recent past president and co-founder of the National
Education Association, the national teachers®™ union with which
the Juneau teachers union (the Juneau Education Association) 1is

affiliated.

Every member of the Juneau School Board has received a copy of
the Commission®™s report, as have the Superintendent of Juneau
Schools and the president of the Juneau Education Association.



[9] Be specific. What are the teacher qualifications required by
the National Council for Accreditation of Teacher Education

(NCATE)?

The document "Approved Curriculum Guidelines” spells these
standards out in detail and requires over three hundred pages to
do so. Guidelines cover both subject training requirements and
pedagogical training requirements. To give the flavor of the
subject training requirements here is what is required of
teachers of science. (See page 340 of the above report.)

Elementary Level: "A minimum of 12 semester hours of content
preparation iIn science distributed among the biological,
earth/space, physical and environmental sciences..."

Middle Level: A minimum of 24 semester hours of content
prep?ration in science distributed evenly among the biological,
earth/space, physical and environmental sciences..."

High School Level

Three variations are approved at the high school level: a Single-
Field model, a Dual-Field model and a Broad-Field model. The

Broad-Field model:

"prepares teachers to teach courses iIn three, or all four

of the primary disciplines.” (The four primary disciplines
are biological science, earth/space science, physical
science and environmental science.) "It i1s recommended that
such a program include a minimum of 24 semester hours in a
primary discipline, 15 semester hours in each of two other
primary disciplines and nine semester hours iIn the fourth
primary discipline. The Broad-Field model i1ncludes 63

semester hours of science.™

In rather sharp contrast, the Juneau school district imposes no
formal subject training requirements on 1ts science teachers at
any grade level. Teachers who have received a secondary
math/science endorsement generally teach science at Juneau-
Douglas high school. But even these teachers may have received
fewer than thirty-one semester hours of training In science, and
these hours may have been spread among five or more specific
sciences. For example, a teacher who received a math/science
endorsement In secondary education at UAS (before the 1993/94
school year) with an emphasis iIn physical science, was required
to take only the following physical scionco courses.

General Physics 1, General Physics 1lI, Chemistry 11,
Elementary Geology, Organic Chemistry, Physics For
Teachers, and two elective courses



Such a program is roughly what the NCATE standards require of
middle school science teachers and falls far short of the NCATE
standards for teaching science at the high school level.

[10] Tell us what you think the Juneau school district should do
in order to assure that teachers bring NCATE-lovel training

requirements iInto the classroom.

(@ For each teacher iIn the school system, 1identify the subjects
in which each meets NCATE standards. (Again, by subjects 1 mean
history, geology, chemistry,... and not social studies, language
arts,...) As far as is presently possible, assign teachers to
subjects for which they meet NCATE standards.

() Fill current and future teaching vacancies only with new
teachers whose training meets NCATE standards, subject to the
constraint that their specific subject training allows them to

best fill the gaps iIn the system.

(© Work with the University of Alaska Southeast to develop a
special program that will allow teachers now in the system to
upgrade their qualifications to NCATE standards in specific
subjects where there iIs the greatest need.

(d) Set a date in the future after which all classes in the
Juneau school district will be taught by teachers whose
qualifications meet NCATE standards (except in well defined

emergencies).

[11] Are enough teachers available to moot these requirements?

Yes. In Alaska the University of Alaska Fairbanks School of
Education is NCATE accredited. The University of Alaska Southeast
has recently upgraded its program to meet equivalent standards.
Across the country nearly one-half of all schools of education
are NCATE accredited. Through a cooperative UAS-Juneau school
district program teachers now iIn the system can have their
qualifications upgraded to meet NCATE standards.

David M. Reaume
November, 1996



N EA-AIlaska

A))Uiated with tirf National Education Association

Position Paper
HB 213

April 25, 1997

Efforts to prepare prospective applicants for teaching opportunities must be
continually evaluated and expectations increased. HB 213 primarily requires
an applicant for a teaching certificate to have a baccalaureate degree in a

subject and complete a year of teacher training.

Wi’'h the passage of HB 213, a person preparing to teach in Alaska can gain
greater knowledge of their teaching discipline. The extondod period of
training will provido a prospective teacher with groater exposure to the
student learning process. This interim experience prior to certification will
enable the prospective teacher to gain valuablo experience in several teaching
environments. The participant can take advantage of developing research
concerning student learning and interact closely with supervising teachers

from the public school and university.

The requirements prescribed in HB 213 is an additional important step
toward the increased professionalization of teachors. For this process to
succeed it is important for both the university and public school system to
provide sufficient time for supervising teachers. Time to develop valuable
interactive and pertinent experiences for the person preparing to teach seems

critical to the additional yoar.

Teaching in tho new century will bo quite different from instruction provided
students in the mid to last half of this century. Tho volume of information ot
studonts' fingor tips is phonomonal. How they access and uso that
information is critical. It is important that tho professionals who servo
students in tho future aro fully prepared for a changing society.

Paronts wont better lives and opportunities for thoir childron. Teachers and

support cmployoos aro intogral to providing studonts tho kinds of
opportunities today that will contribute to an improvod quality of life for them

tomorrow.

NEA-Alaska recommonds passage of HB 213.
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 216

1997 LEGISLATIVE SESSION
Revision Date: Dept. Affeczed- EDUCATION

Title: Eduction Facilities Financing Authority BRU: School Finance
Component:  Educational Fecilities c- Pfeort

Sponsor: KOTT. Green
Requester: House Health. Education 4 Social Services COMPONENT SERIAL NO.

Expenditures Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02
PERSONAL SERVICES 138.5 138.5 138.5 138.5 138.5
TRAVEL 10.0§ 100 10.0 10.0 10.0
CONTRACTUAL 400.0 400.0 400.0 400.0 4000
SUPPLIES 4.0 4.0 40 4.0 4.0
EQUIPMENT 90 30 3.0 3.0 3.0

LAND 4 STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS i
TOTAL OPERATING 561.5 555.5 555.5 555.51 555.5

CAPITAL EXPENDITURES

CHANGES INREVENUES

FUNDING: (Thousands of Doiiarsi

1002 Federal Receipts

1003 GF Match

1004 GF 561.5
1005 GF Program Receipts

Other: 1022 Co"S Receipts 555.5 555.5 555.5 555.5
TOTAL 561.5 555.5 555.5 555.5 5585.5

Estimate of current year (FY97) cost: S

POSITIONS:
FULL-TIME 20 i 1
PART-TIME
TEMPORA.

= -

ANALYSIS: (Attach a separate page ifnecessary)

1957

FY03
1385
10.0
400.0
4.0
3.0

555.5

555.5
555.5

Tne hill establishes the Education Facilities Financing Authonty m tho Dept of Education. This funding would provide for an
Executive Director. R28A. and a Secretary 1. R10A. tomanage the authonty along with professional services for a financial
advisor, bond counsel, trustee payee agent, custodial bank investment management and auditing accounting services. In
the first year, general funds would be necessary to fund the operation of the authonty and m future years, bond proceeds

would pay for operation of the authonty.

Prepared by "kp-aoj Rohfeid. Director Phone 465 8650
Divison: Education Support Services Date: %30 97
Approved by Commiss*oner. Shirioy J. Holloway, Ph D Date 4 30 95
Agency: Department ot Education

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

For further distribution information can the Governor®"s Legsat.ve Office
0 o Page lat t
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Additional Comments or Analysis
tCOnhnutd fren* cage |

Generally, this isa positive hill in that itdirectly addresses the need to establish a stable, long—
term source of funding for education capital projects. There are several concerns me
Department of Education should ha/e about thishill. Arst, as itiscunentiy written, itdoes not
appear to clearly cover the state-wide needs of education While the All, in Section 6.
appears to address projects across the state, the mechanism to funa projects for a school
district which isnot a municipality isnot clearly delineated Tne base reauirement isetout in
44 27 140(b)(1) and specifies .a municipality that sa school district.* This isas close as this
act gets to defining a municipality However, even ifschool districtswere consiae”ed
municipalities, without the apiiity to generate revenues through taxes, they wouicn"t be able
tomeet the 30% Iccol contribution requirement (44 27 140(b)(1)) Aso the distinction
between projects fully funded and partially funaea through oonamg isnot clear Another
concern ithe roie/mterpiay of the University in funding. Given that the ability tobona B
based entirely on either general fund appropriations or revenues earned by the fund, there B
a definite limttownpf can oe fundea While the Department has a process for ranking
projects, there iscurrently no mechanism for integrating University projects The scope of
University projects which may De funced i;oiso indistinct. Reading 44.27 140, payments may
be made \. topoy the cost of constructing university fecilities IWmcy be imporant to clarify

ifmaintenance projects are aiilowed

Regarding the Department®s ranking process me bill references AS 14 11.015 regarding
approval of DOE projects, but tne litof projects attacned includes projects whicn are NOT
approvabie Thisputs the Department in the position of cam nistermg projects authorized
under two conflicting standards Also, iftotal neeas of education ore being ccrs.dered.

AVTEC ana Mr Eagecumoe sncuiabe included

The bottom line ismis hillhas gcon pctentioi ttne above ccncems ere aaaressea It's
strongest point s*nat itaaaress me need for a long-term sc -*on



Alaska State Legislature

House of Representatives
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Rules Committee. Chair Eagle River. AK 99577
Legislative Council
International Trade & Tourism Session-
Military He Veterans Affairs esston-
Alaska Stale Capitol

World Trade & State/Federal Relations

SPONSOR STATEMENT
HB 215 AND HB 216

Juneau, AK %3X0]

Alaska®"s education system currently suffers from obsolete, inadequate,
and poorly maintained facilities. This problem isof long-standing duration,
and in many places it has reached serious proportions. We simply have todo
something to provide reasonable and safe places to house our students. HB
215 and HB 216 do just that.

HB 216 would establish the Education Facilities Finance Authority
(EFFA) within the Department of Education, and the Education Facilities
Fund (EFF) as an asset of the Authority. The EFFA would:

a. Sell EFFA bonds to directly finance construction of schools upon
approval of specific projects by the Legislature.

b. Contract to pay up to70% of net debt service on municipal bonds
issued to finance municipal school facilitiesand up to 100% of net debt
service on University of Alaska bonds, provided that each specific
facility has been approved by the Legislature for a specified level of

reimbursement.

c. Apply non-corpus balances of the EFF to debt service on EFFA bonds
and to the specified percentage of net debt service under authorized
reimbursement agreements for municipal school bonds and university

bonds.

d. Pledge assets of the EFF as security for EFFA bonds and for the
EFFA 3 obligations under authorized reimbursement agreements for
municipal school bond and University bond debt service.

The EFF would be managed by the Permanent Fund Corporation and
would require no special or unique investment policy" by the Permanent
Fund. The initial capitalization would be accomplished by HB 215 in the

Representative Pete Kott

Juneau OfHer IVO71 +165-5777 Toll Free MODHM-KOTTISftHHi Fa* i907»465*M19
KalkRIvarOflkc Fat i'X)T»ft'A *94" F-Mail: rrpres*nUli*c_pele_k«»HMegi% Male ak u*

SPONSOR STATEMENTS



form cf a $1.2 billion appropriation from the Constitutional Budget Reserve
Fund.

HD 216 contains authorization for several projects. Future legislatures
could continue to authorize more bonds and reimbursement agreements
within the financial capabilities of the EFF. The EFF would have bonding
capacity equal to or exceeding the initial capitalization of $1.2 billion, without
risking the corpus of the fund. Debt service will be from the earnings alone.
Indeed, under reasonable projections, earnings will exceed the requirements

of debt service.

Once enacted into law, HB 215 and HB 216 will accomplish the
following objectives:

a. Provide funding, within months of becoming law, for critical rural
and urban deferred maintenance and school construction projects and
University of Alaska capital projects that are almost certainly not going
to be funded for several years through normal legislative
appropriation.

b. Resume funding of net debt service for school bonds of organized
municipalities under contractual 70:30 reimbursement agreements,
and provide for an indefinite continuation of this funding without
annual appropriations.

c. Protect for future use that portion of the Constitutional Budget
Reserve suitable for ong-term investment, since the corpus of the
newly-created Education Facilities Fund could not be drawn. The
earnings of the new EFF would be used to cover the cost of the new
projects, while the fund would continue to grow.

It is time to get our schoolhouses in order. Accordingly, lcommend
HB 215 and HB 216 to you and request your support.
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SECTIONAL ANALYSIS
HB 216
FINDINGS.

* An urgent need exists tor improvement in elementary and secondary
school & University facilities.
e The Education Facilities Financing Authority (EFFAJ provides an

effective solution.

Section 2. AMENDS AS 44.27 BY ADDING ANEW ARTICLE 3. PROVIDING
FOR THE EFFA.

44.27.100. EDUCATION FACILITIES FINANCING AUTHORITY established:
e Public corporation of the state.
e Within Department of Education.
e Subject to the Executive Budget Act (AS 37.07L

44.27.110. BOARD OF DIRECTORS

e Members:
-Commissioner of Education

- Commissioner of Revenue
-Commissioner of DOTPF

e Directors subject to AS 39.50 (Contlict of Interest).

44.27.120. OFFICERS, QUORUM, .AND MEETINGS.
e Standard public corporation bylaws.

e Mav hire employees deemed advisable.
-Employees in exempt service

44.27.130. POWERS OF THE AUTHORITY.

e Standard public corporation powers, required for financing.

Representative Pete Kott

Juneau Office g9071465-3777 Toll Free 1800 861 KOITA6KK1 Fax <W 7i465-2m
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SECTIONAL ANALYSIS



Ee%%c?non Facilities Financing Authority - Sectional Analysis/

44.27.140. I1SSUANCE OF BONDS AND PLEDGES OF ASSETS.
(@) Authorizes the authority to issue bonds for schools if:

-The projects are approved by the state Board of Education
under AS 14.11.05(a) -- the "priority list,””and;

- The projects are authorized by the Legislature.

(b) Authorizes the authority to agree to and pledge amounts to
reimburse municipalities and the University of Alaska a proportion of their
net debt service on school bonds, and to pav these amounts directly to bond
trustees in the event of municipal default;

e For municipalities:
eUp to70% of net debt service
e For the University of Alaska:

-Up to 100% of net debt service

(c) Establishes further requirements that must be met before the
authority may issue bunds for RF.xA projects, or agree to reimburse debt

service on municipal or university projects:

-The Legislature must authorize the project and its cost (see
Section 6).

- The Legislature must authorize the percentage reimbursement
to apply to ugreements with municipalities or the university
(sec Section 6).

-The projects must meet energy efficiency standards.

(d) - (h): Specific authorizations required in order to issue bonds and to
enter agreements to back (through reimbursement pledges) municipal and

university bonds. These authorizations are required to make the bonds

saleable.
(d) Allows bonds to be issued to provide funds to refund bonds or pay

interest or principal (1), and to fund reserve requirements and issuance
costs (2).
(e) Allows the authority to enter financial covenants to secure the

reimbursement amounts authorized.
(0 Requires that all bonds are payable out of revenues of the authority.
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chtion Facilities Financing Authonty «  Sectional Analysis
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(g) Requires that bonds be authorized by resolution of the authority,
allows them to be in the form, term, interest rates, etc. determined by
the authority. Limits bond terms to 15 years.

(h) Allows the authority to disburse funds to municipalities and the
university in accordance with pledges and agreements it has lawfully
made. Requires the authority to establish by regulation the procedures
for reimbursement. Requires the authority to exclude state and federal
funds applied to school construction from the reimbursement
calculation, and to offset tobacco tax receipts distributed to the
municipality.

44_.27.150. TRUST INDENTURES AND AGREEMENTS - Standard language
providing for the authority to enter into the trust indentures and agreements
that are the foundation documents of all financings, and; providing for the

authority to attach the State3 moral obligation to its bonds.

(&) Authorizes use of a trustee and entering into trust agreements that
pledge assets.

(b) - () collectively allow the authority to apply the State"s TMoral
obligation””to its bonds. Itdoes not allow the authority to pledge the faith and
credit of the state, nor create a debt or liability of the State. This is the same
language that allows other authorities to apply the "moral ob" to their bonds:

(b) Allows use of capital reserve funds to handle bond proceeds.

(©) Requires that, ifa capital reserve fund isused for a bond
issue, itbe fully funded.

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

() Requires that the authority certify to the Governor and the
Legislature at the beginning of each year what amount, ifany, isrequired to
restore any capital reserve funds to full funding, and states that the
Legislature "may’”appropriate that amount. (This provides the legislature
annually with a shdement of the amount of school debt service due, and
allows them, if they choose, to appropriate all or a portion of that amount. If
the amount is shortfunded, the EFFA will pay the balance from Education
Facilities Fund earnings.) Specifically states that "nothing in this section
creates a debt or liability of the state.”

(0 Requires the authority to notify the State Bond Committee
and the Legislative Budget and Audit Committee at least 10 days before
issuing any moral obligation bonds. Establishes what information must be
included in the notification, and requires the authority to annually revise this
information.



Education Facilities Financing Authority - Sectional Analysis
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44.27.160. BONDING LIMITATIONS. Precludes the authority from issuing
bonds or agreeing to reimburse debt service unless the Education Facilities
Fund contains at least $1.2 billion. (Once bonds are issued or reimbursement
agreements entered, however, these remain effective regardless of the balance
of the fund.)

This section makes the activation of the authority contingent upon the

appropriation bill.

44.27.170. BOND REIMBURSEMENT LIMITATION Puts the above
(44.27.160) limitations on authority agreements to reimburse municipal or
university debt service. This precludes the authority from entering any such
agreements until the S1.2 billion appropriation is effective. All agreements
the authority lawfully enters after that time remain effective regardless of the
fund balance. Requires that municipal and university bonds meet the

standards of authority bonds (contained in 44.27.140 9[q])-

44.27.180. NONLITABILITY ON BONDS Establishes (a) that neither the
members of the authority nor the executor of the bonds becomes personally
liable for their repayment, and; (b) that all bonds are non-recourse bonds to
the state and its political subdivisions, payable solely from authority assets.
Establishes that the authority may not pledge the faith or credit of the State or

of another political subdivision of the State.

44.27.190. PLEDGE OF THE STATE. The standard pledge of the state not to
change the rules in midstream. The State pledges that it will not interfere
(through future legislation) with the rights of the authority to fulfill terms of

contracts itenters into lawfullv, and allows the authority to include this

pledge in its bonds.

44_.27.200. EDUCATION FACILITIES FUND Establishes the fund which will
be used to back authority bonds and reimbursement agreements, and

provides for its management by the Permanent Fund Corporation.



Ea%ﬁation Facilities Financing Authority - Sectional Analysis

e Fund consists of:
- Appropriations to the FundIT/te initial appropriation to the
fund 1is contained in an accompanying appropriation bill,)

- Income of the fund

e Authority may pledge:
- Fund income
e Amounts that exceed S1.2 billion (the initial deposit).

e The fund shall be invested by the Permanent Fund Corporation
under rules for Permanent Fund assets. (A5 37.13.120).

44.27.210. ANNUAL AUDIT. Requires an annual audit by aCPA 1in a form
prescribed by the Legislative Auditor, and requires that the Legislative

Auditor have full access to authority records.

44.27.220. ANNUAL REPORT. Requires an annual report.

44.27.250. DEFINITIONS.

Section 3. Conforming language to establish that authority contracts are the
38th type of contract exempt from AS 36.30.850 (Public Contracts) of the

procurement code.

Section 4. Conforming language to establish that employees of the authority

are in the exempt service under AS "9.25.110.

Section 5. Conforming language to establish that employees of the authority

are subject to AS 39 50 (Conflict of Interest).

Section 6. AUTHORIZATION OF FACILITIES Authorizes authority bonds
and reimbursement of municipal and university bonds for 108 specified

projects totalling S499,643,000.
(@ (1) Authorizes the authority to issue S284,932,000 in bonds to

construct 64 specified rural and small municipality projects on DOE"s

construction and major maintenance lists.



(@) (2) Authorizes the authority to issue 5134,761,000 in bonds to
construct 28 specified large municipality projects on DOE"s construction and

major maintenance lists.
(b) Authorizes the authority to reimburse 100% of net debt service on

579,950,000 in University of Alaska bonds to construct 16 specified university

projects.
(d) Authorizes the university under AS 14.40.253 to issue those bonds.

Section 7. Immediate Effective Date.



SSSB37 HB216

Summary

Alaska Education Facilities Financing Program

OBIECTIVES;

1. Provide for the funding of critical rural and urban school
construction and major maintenance projects and University of Alaska
capital projects when the projects are needed, but before they could be funded
by appropriation under a balanced-budget plan.

2. Resume funding of net debt service for school bonds of organized
municipalities under formal reimbursement agreements, and provide for
continuing this funding indefinitely without impacting the balanced-budget

plan.

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

4. Fund necessary school construction bv means other than G.0O.
bonds. G.0O. bonds: a) could not be issued until after the 1998 election and 2)

would be a one-shot affair.

6. Protect a portion (SI.2 billion) of the Constitutional Budget
Reserve Account for future use. The corpus of the initial capitalization of the
Education Facilities Fund could not be drawn — Earnings from the fund
would pay for the projects, and potentially allow the fund to grow as well.

Summary

1 Establish the Education Facilities Finance Authority (EFFA) within
the Department of Education, and the Education Facilities Fund ("EF Fund™")
as an asset of the authority. The EFFA would:

a. Sell EFFA bonds to directly finance construction of
schools upon approval of specific projects by the Legislature. Itis
contemplated that this method of funding would be used
primarily for construction of schools in rural jurisdictions with
insufficient tax bases to issue bonds.

b Contract to pay up to70% of net debt service on
municipal bonds issued to finance municipal “trhool facilities

SUMMARY



and up to 100% of net debt service on University of Alaska
bonds, provided that each specific facility has been approved by
the Legislature for a specified level of reimbursement.

c. Apply non-corpus balances of the EF Fund to debt
service on EFFA bonds and to the specified percentage of net debt
service under authorized reimbursement agreements for
municipal school bonds and university bonds.

d. Allow use of a negative pledge of the EF Authorities
assets as security for EFFA bonds and for the EFFA*"s obligations
under authorized reimbursement agreements for municipal
school bond and University bond debt service.

2. The EF Fund would be managed by the Permanent Fund
Corporation under its statutes. Initial capitalization would come from the
constitutional budget reserve, with possible additional deposits from a
combination of other sources.

5. The bill would authorize initially: 1) projects from the DOE
priority list for EFFA bonds, 2) municipal debt service reimbursement
agreements for projects selected by the Legislature, and 3) University of
Alaska debt service reimbursement agreements for projects selected by the
Legislature.

Future legislatures could continue to authorize more bonds and
reimbursement agreements within the financial capabilities of the education
facilities fund. The fund would have bonding capacity equal to or exceeding
the initial capitalization, without risking the original corpus appropriated to
it

Under reasonable projections of future demands on the fund, it
would continue to grow if investments of the fund yield more than bonds

issued by the EFFA and by municipalities and the University subject to
reimbursement obligations. This should occur with proper management of

the authority.

March ?, 1997



Education Facilities Financing Structure

Constitutional Budget
Reserve

Re-app iopriation

Fund Management bu
Permanent Fund
1t Corporation Under
Educational Facilities Corpus of Fund* Investment Securities
Fund m Investment Earnings-——-
Debt Service Reimbursement Contracts

J

Bond Trustee

Bond Proceeds

1

Direct School Municipal School University of Alaska
Construction Funding* Construction Bonds Capital Projects &
Debt Service Deferred Maintenance
Reimbursement™* Bonds Debt Service

Reimbursement™*

* Specific projects and reimbursement Contracts must be authorized by the Legislature
before the Ed. Fac. fund can enter a funding or reimbursement contract.



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

WITH SSSB 37 1HB 216 (EDUCATION FACILITIES FUND)

Revenue*

1/Unrestricted Revenues
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Alaska legislative Majority Five Year Budget Strategy
as ol October 2.1996

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

eSchool Construction & Deferred Maintenance program modeled:

School Construction and
Deferred Maintenance Funded

FY WH $250,000,000
FY IW9 $250.000,000
Total $500,000,000

eGeneral assumptions regarding the Education Facilities Fund:
- Earnings will be the same as projected In the Five Year Strategy for the CBRF (7 17%.

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

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

order to consolidate them into lhe Five Year Strategy

eConsolidation of the SSSB 37 program with the Five Year Budget Strategy
included modifying the following lines of the Five Year Strategy model as
deschbed below:

1/ No modifications t¢ assumptions or methodology in these lines. They
are the same assumptions/methodology as in the Ofiginal Five Year

Strategy model.

21 All earnings of the Education Facilities Finance Authonty surplus to its debt
service obligations are treated as Dividends to the State's general revenue
stream.

3/ The Five Year Budget Strategy shows the earnings of the CBRF as revenues.
This consolation shows the earnings of the smaller CBRF.

4/ The Educational Facilities Finance Authonty will fund projects that otherwise
would be funded out of the annual Capital budget. This consolidation offsets the
cost of these projects, assumed to be the average of the last three fiscal years
(FY95. FY96 and FY97) cap-tal budget items for school construction and deferred
maintenance. This average is $28.6 million annually.

5/ Line 5 shows the $1 2 billion that would be transferred from the CBRF to the
Ed. Fac. Fund by SSSB 37 and SB ill. the accompanying appropnation bill.
This transfer ties to line 6b.

6/ This new section projects the operation of the Education Facilities Fund
established by SSSB 37. In this consolidation, the Fund's earnings (line 6¢) pay



