
F I L E S  1 9 9 7 - 1 9 9 8

9 1 1 9  H O U S E  H E A L T H  E D U C A T IO N  &  S O C I A L  S E R V I C E S



d e b t  s e r v i c e  o n  A u th o r ity  b o n d s  (lin e  6 e ),  w ith  th e  b a la n ce  b e in g  tra n s fe r re d  to  
g e n e r a l  r e v e n u e s  in line " 2 / Ed u ca tio n  F a c il i t ie s  F in a n c in g  A u th o r ity  ( E F F A )  
D iv id e n d ."

7/ L i n e  7 is  th e  s u m  o f C B R F  E n d in g  B a la n ce "  a n d  " E d u ca t io n  F a c .  F u n d  
E n d in g  B a la n ce ."

8/ L i n e  8  is  th e  d i f fe r e n ce  b e tw e e n  th e  e n d in g  b a la n ce  in th e  C B R F  a s  p r o je c te d  
in th e  F i v e  Y e a r  B u d g e t  S tr a te g y  a n d  th e  c o m b in e d  e n d in g  b a la n c e s  o f th e  C B R F  
a n d  th e  E d .  F a c .  F u n d .

9/ L i n e  9  is  th e  to ta l ca p ita l p ro v id e d  for s c h o o l  c o n s tr u c t io n  a n d  d e fe r r e d  
m a in t e n a n c e  b y  th e  E d u c a t io n  F a c il i t ie s  F in a n c e  Authority . In th is  e x a m p le ,  th e  
to ta l is  $ 5 0 0  m illion , e v e n ly  split b e tw e e n  F Y 9 8  a n d  F Y 9 9 .

10/ L i n e  10 is  th e  s u m  o f th e  c o m b in e d  e n d in g  b a la n c e s  of th e  C B R F  a n d  th e  
E d .  F a c .  F u n d ,  p lu s  th e  ca p ita l a s s e t s  u n d e rw n tte n  by  th e  E d u ca t io n  F a c il it ie s  
F i n a n c e  A u th o r ity , (line  7  p lu s  line 9 )

11/ L i n e  11 is th e  d i f fe r e n ce  b e tw e e n  line 10 a n d  th e  en d in g  b a la n ce  in th e  
C B R F  a s  p r o je c t e d  in th e  F iv e  Y e a r  B u d g e t  S tra te g y , a n a  a p p ro x im a te s  th e  n e t 
g a in  in  a s s e t s  th a t o c c u r s  u n d e r  S S S B  3 7  m e th o d o lo g y .

T h i s  g a i n  in a s s e t s  is a c h i e v e d  b y  p r o v i d i n g  $ 5 0 0  million of 

s c h o o l  c o n s t r u c t i o n  &  d e f e r r e d  m a i n t e n a n c e  d u r i n g  t h e  5 - y e a r  

p e r i o d  for a  c a s h  c o s t  to t h e  b a l a n c e  s h e e t  of o n l y  $ 4 2 . 5  million.



Ala sk a  Le g is l a tiv e  M a jo r ity  F ive Y ear  Bu d g e t  S t r a t e g y

as of October 2,1996

M o d ifie d  to  In c lu d e  $ 5 0 0  m illion N e w  S c h o o l  C o n s t r u c t io n  a n d  D e fe r r e d  
M a in te n a n ce  U s in g  S S S B  37 M e th o d o lo g y

N o te w o r th y  R e s u lts :

• Adding the SSSB 37 EFFA methodology does not significantly slow the 
reduction of the "fiscal gap." In fact, it provides a surplus in FY2001. In 
short, SSSB 37 methodology can be readily meshed with the Five Year 
Strategy, without causing noticeable changes •• while providing $500 
million in construction & major maintenance at the same time.

Annual Fiscal Gap 
FY96 FY97 FY98 FY99 FYOO FY01

Five Year Strategy 291.4 281.5 138.2 36.1 0.0 0.0
EF^A Methodology Added 291.4 281.5 131.7 51.3 2.6 -8.7

Declining Fiscal Gap

m l n v p  T e a r  a i r a i o g y A o a o a



• Adding the SSSB 37 EFFA methodology allows the FY98 budget to be cut 
by more than the Five Year Strategy, while still providing the identical 
se rv ices  (because the Ed. Fac. Finance Authority provides deferred 
maintenance and construction that would otherwise be funded by the 
Capital budget).

Annual Budget Cuts - Same Services Provided
FY97 FY98 FY99 FYOO FY01

Five Year Strategy (85. i) (60.0) (50.0) (40.0) (30.0)
SSSB 37 Added (85.1) '08.6) (50.0) (40.0) (30.0)

Annual Budget Reductions Provided

FY97 FY98 FY99 FYOO FY01

0.0

•20.0 • • 

-40.0 ■ ■ 

•60.0 • • 

•80.0 • • 

•100.0 ••

□  Five Yea' Strategy O  SSSB 37 Added

Annual Percent Budget Cuts * Same Services Provided 
FY97 FY98 FY99 FYOO FY01

Five Year Stratogy -3.40% -2.48% -2.12% -1.73% -1.32%
SSSB 37 Added -3.4C% -3.66% -2.14% -1.75% -1.34%



ALASKA LEGISLATIVE MAJORITY 
FIVE YEAR  BUDGET STRATEGY

O c t o b e r  2 . 1 9 9 6

B ix tn u u
Unrestricted Revenues (1) 
Other Sources/Adjustments (2) 
AH FC Dividend (3)
AIDEA Dividend (4)
Protected CB R F  Earnings (5) 
New Revenues (6)
laiAl Rtrtnutt

FY 1996 FY.U9Z F Y i m FY  1999 FY2QQQ EL2QQ1
2.0420 1.910 0 1.844 0 1.890 2 1.886 1 1.846 7

101 7 335 300 300 300 39 0
70 0 500 72 1 74 3 76 5 78 8
00 150 25 8 265 28 0 28 4
00 125 0 184 1 1850 179.4 175 1
00 s o 660 680 TOO 720

2,213 7 2.138 5 2,22TB 2,274 0 2.2700 2 240 0

ixouuMutti
Oporabng (7)
Debt Service (8)
Capital
Specmis/Transfera/Fund Capitalisations (8) 
Revised programs/SupptementaJe (9) 
r o tMi Expin d ltu n i

Fxpindtturm Reduction tUtfiL&tXiQlULFY 1101 
As a % o< Total Expenditures

Protected FJtCALQJUJ lU i t  CORF toFUU

CBRLO m nn lna  B t lu ic t  
Projecied Earnings (3)
Earnings Transferred to General Fund (5) 
AdOtional Settlement Deposits (11)
Net of Sweep Provisions (12)
Prmopal To  Fit! Fiscal Gap
CBRF Ending B tlan ta

PF F mm I n o t  /feaarre UtQlMlfiO. B i ltn c t  (13)

OrvKJende 
Inflation Proofing 
To PnnopaVAmerada Hess 
lepsiaeve Deposits to Pnnopat (14)
P££M m m ai.ntM n*.Cndm a BalMoct 

OK/Mir to P F J ld t tn r t i tiumPtMvteuilY

2.218 1 2.1922 2.131 5 2.0897 2.066 4 2.053 8
1094 93 1 91 0 828 66 1 48.9
1160 1001 1000 1000 1000 1000
186 15 4 175 175 175 175
<09 19 2 210 20 0 ?O0 200

2,5051 2*20  0 2,360. 2,310 0 ? j j o o 2.240 0

(•5^) (60.0) (50.0) (400) (30 0)
•3 40% •2 48% •2 12% • 1 73% •1 32%

291.4 281.5 138.2 38.1 00 00

2.135 4 2 499 6 2.568 1 2 579 8 2 693 8 2.807 5
124 6 125 0 184 1 185 0 193 1 201 3

00 (175 0) (t84 1) (185 0) (1794) (175 1)
551 5 3S0 0 150 0 1500 1000 1000
(20 5) 00 00 00 00 00

(2 L O (2ft!_5) (J382) (361) 0 0 09
2 499 6 2,S<18 t 2 379 8 2 693 8 -•807 3 2 933 7

1.2030 101 0 157 0 242 0 339 0 4350
1.635 0 1.216 0 1.3090 1.375 0 1.444 0 1 516 0
(643 0) 1661 0) (670 0) (698 0) (7410) (710 0)
(406 0) (4900) (544 0) (569 0) (595 0) (6220)
(19 0) (9 0) (10 0) (110) (12 0) (130)

( L M 70) 09 OS 09 09 09
to io 157Q 242 0 339 0 435 0 6060

510 850 ! L S 96 0 171 0

AI th t  »nd ot tw o y o r •. mi» U n i t  gy.wll! b t  t i t f f l d f d  t m d d t t lo n il  tw o  y u n .  
c r f i t in g  9 rolling, long r m a t  i ln l t g y -



ElYfLYEAR B UDGE.LST.RAIEG Y
October 2, 1996

ALASKA LEGISLATIVE MAJORITY

(1) Spring 1996 Department ol Rovenua baia casa ravonuo forecast FY97 revanuca baaed on $16.67/bbl ANS 
market price. All values are reflected in millions ol doi'ars

(2) FY  96 includes $75.9 ol one timo rocalpts Irom the Investment Loss Trust Fund, an additional $9 0 is reflecied in FY
01. although some or all ol thaso receipts may occur earlier The live year evorago for Othor Sources/ Ad|ustmonts is 
S55 0.

(3) Per Ch 103 SLA 1995. page 35. eat mated available amounts ore $103 0 Irom FY 97 through FY 00 Assumes a 
3% annual increase In eontnbutions lo tne General Fund (GF) starting in FY 98

(4) Assumes an annual dividend ol 50** of the net revenues per AIDEA's Estimated Future Deb! Service Cavarape . as 
ot June 30. 1995 This formula allows AIDEA to cover it a projected debt service requirements in each year

(5) Pro;ected annua) earnings ol 7 17% on CBRF balance starting in FY 98. based on Pormanonl Fund Corporation's 
projected earnings per its December 1995 report

I
(6) FY  97 roprosents Governor s prooosod foe increases not requiring legislation New revenues are orojected to grow 
annually by 2% Starting in FY 99

(7) Includes fiscal notes for all new legislation, but does not include shared tases or fisheries enhancement statutory 
pass-througns

(8) Includes surcharge trans’ers to the O l & Hazardous Substance Release Preventer and Response Fund, transfor et 
Storage Tank Registration Fees to the Storage Tank Assistance Fund, and capitalization ol the Alasna Clean Water 
Fund

(9) The FY 94 and FY 95 average of GF Revised Programs is $3 6 FY95 end FY96 average is $3 1

(10) G F  reductions total $250 0 over 5 years

(t t) FY  96-01 projected deposits total $500 0 FY 98 end FY 99 estimates ere per the LRFPC  Report Subsequent 
year pro)actons are based on total fr'imge subject to deposit m the CBRF of $1,650 7 as of June 30. 1995. of wtxh 
$57 8 has been received ard deposited smce mat date

(12) Represents the net of a) poor year sweep emocmts repaid to the GF end b) GF s*eep amounts deposited Into the 
CBRF

(13) Alatsa Permanent Fund Corporators financial p'Ottctons as ol May 31.1996

r 14 j includes $1.36? 010 be oeposted pursuant to SB 64 and $*00 0 depot ted at the beg nr ng c i FY M



SEN ATE COMMUNITY I  REGIONAL A F F A IR S  COM M ITTEE 
M arch  5, 1997 

1:33  p .m .

SSSB  37 EDUCATION  F A C I L I T I E S  FIN AN CIN G  AUTHORITY 
SB 111 APPROP: EDUCATION F A C I L I T I E S  FUND

CHAIRMAN M ACKIE c a l l e d  th e  S e n a te  Co m m u n ity  t  R e g io n a l  A f f a i r s  
C o m m itte e  m e e t in g  t o  o r d e r  a t  1 :3 3  p .m . A l l  c o m m it te e  members w ere  
in  a t t e n d a n c e .

CHAIRMAN M ACKIE b ro u g h t  SSSB  37 and SB 111 b e f o r e  t h e  co m m itte e  
an d , as p r im e  s p o n s o r  o f  th e  l e g i s l a t i o n ,  t u r n e d  th e  g a v e l  o v e r  t o  
V i c e  Ch a irm a n  W ilk e n  b e fo r e  p r e s e n t in g  an o v e r v ie w  on th e  b i l l .

C h a irm a n  M a ck ie  e x p la in e d  th e  o r i g i n a l  SB  37 was a g e n e r a l  
o b l i g a t i o n  b o n d in g  b i l l ,  w h ich  w o u ld  a l l o w  f o r  t h e  s a l e  o f  g . o .  
b o n d s  f o r  s c h o o l  c o n s t r u c t i o n  in  th e  s t a t e .  H ow ever, b e ca u s e  t h e r e  
w a s n ' t  a l o t  o f  i n t e r e s t  b e in g  g e n e r a te d  i n  th e  g . o .  b o n d in g  
c o n c e p t ,  he d e c id e d  t o  go t o  th e  f a c i l i t i e s  f i n a n c i n g  a u t h o r i t y  
c o n c e p t  c o n t a in e d  i n  th e  s p o n s o r  s u b s t i t u t e .

SS S B  37 w ou ld  ta k e  $ 1 .2  b i l l i o n  fro m  th e  C o n s t i t u t i o n a l  B u d g e t 
R e s e r v e  Fu n d  (CB R ) and c r e a t e  th e  E d u c a t io n  F a c i l i t i e s  F in a n c in g  
A u t h o r i t y ,  w h ich  i s  s i m i l a r  to  A ID EA  and A H FC. Th e  $1.2  b i l l i o n  
fro m  th e  CBR w ou ld  be  managed by  th e  P erm a n en t Fu n d  C o r p o r a t io n .
He e m p h a s ize d  t h a t  t h e  p r i n c i p a l  o f  $1.2  b i l l i o n  w o u ld  n o t  be 
s p e n t ,  b u t  w ou ld  be  u se d  t o  g e n e r a te  i n t e r e s t  e a r n in g s  th ro u g h  t h e  
m anagem ent o f  th e  p e rm a n en t fu n d  t o  f i n a n c e  and re p a y  re v e n u e  b on d s  
t h a t  w ou ld  bo i s s u e d  and s o ld  by  th e  a u t h o r i t y  t o  c o n s t r u c t  s c h o o l s  
th r o u g h o u t  th e  s t a t e  o f  A la sk a . He s t r e s s e d  t h i s  i s  n o t  a r a id  on 
th e  CBR — i t  i s  w hat he b e l i e v e s  t o  be  a c r e a t i v e  o p t io n  t h a t ' s  
o u t  t h e r e .  I t  i s  an o p t io n  he b e l i e v e s  t h e  L e g i s l a t u r e  s h o u ld  ta k o  
a lo o k  a t  t o  d e a l  w i t h  th e  e v e r  g ro w in g  m a jo r  m a in te n a n ce  and new 
c o n s t r u c t i o n  n o ed s  th r o u g h o u t  th e  s c h o o l s  in  A la sk a  a s  w e l l  as th e  
U n i v e r s i t y  o f  A la s k a ,  w h ich  has m a jo r  d e f e r r e d  m a in te n a n ce  p ro b le m s  
and new c o n s t r u c t i o n  n eed s  as w e l l .

Ch a irm a n  M a ck ie  a d v is e d  t h a t  th e  l e g i s l a t i o n  a u t h o r i z e s  th e  
f o l l o w in g  $500 m i l l i o n  w o r th  o f  s c h o o l  c o n s t r u c t i o n  and r e p a i r  
p r o j e c t s :  (1 ) $285 m i l l i o n  in  p r o j e c t s  s e l e c t e d  fro m  th e  DOE 
p r i o r i t y  l i s t  f o r  s m a l l  s c h o o l s  and r u r a l  a re a s  o f  th o  s t a t e ;  (2 ) 
$135 m i l l i o n  f o r  p r o j e c t s  s e l e c t e d  from  p r i o r i t y  l i s t s  s u b m it te d  by  
la r g e  m u n ic ip a l  s c h o o l  d i s t r i c t s ;  and '3 ) $80 m i l l i o n  f o r  
U n i v e r s i t y  o f  A la sk a  p r o j e c t s  and a la r^ e  b a c k lo g  o f  d e f e r r o d  
m a in te n a n ce  n e e d s .
He h a s  f e l t  fro m  th o  s t a r t  th a t  u n le s s  t h e r e  was f a i r n e s s  t h a t  was 
a p p l i e d  t o  any e f f o r t ,  r e g a r d le s s  o f  who in t r o d u c e s  a b i l l ,  n o th in g  
i s  g o in g  t o  happen u n le s s  t h e r e  i s  e q u i t y  in  b o th  th e  u rb a n  and t h e  
r u r a l  a re a s  o f  th e  s t a t e .  Ho added  t h a t  a l l  o f  th e  p r o j e c t s  w o u ld  
be  fu n d e d  100 p e r c e n t  and w ou ld  n o t  r e q u i r e  a l o c a l  m a tch .

In  c l o s i n g ,  Ch a irm a n  M a ck ie  p o in t e d  o u t  t h a t  r e v e n u e s  from  th e  CB R
a r e  f a c t o r e d  i n t o  t h e  lo n g - te r m  b u d g e t p la n ,  and t h i s  l e g i s l a t i o n  
w o u ld  ta k e  fro m  t h a t ,  so  i t  i s  a p o l i c y  q u e s t i o n  t h a t  w i l l  n eed  t o
be  d e b a te d  f u r t h e r  a s  th e  b i l l  g o e s  th r o u g h  th e  p r o c e s s .

MINUTES FROM THE SENATE ON COMPANION BILL



SENATOR HOFFMAN a sk e d  i f  b e ca u s e  t h e  l e g i s l a t i o n  ta k e s  t h e  m oney 
fro m  th e  C o n s t i t u t i o n a l  B u d g e t R e s e r v e  Fu n d , i t  w ou ld  r e q u i r e  a 
t h r e e - q u a r t e r s  v o t e  f o r  p a s sa g e ,  and  ( 'IAIRMAN MACKIE a ck n o w le d g e d  
t h a t  i t  w o u ld .

Number 160

V i c e  C h a irm an  w i lk e n  r e tu r n e d  th e  g a v e l  t o  Ch a irm a n  M a ck ie .

Num ber 170

S T E V E  MCPHETRES , E x e c u t i v e  D i r e c t o r ,  A la s k a  C o u n c i l  o f  S c h o o l  
A d m i n i s t r a t o r s ,  e x p r e s s e d  a p p r e c i a t i o n  f o r  th e  i n t r o d u c t i o n  o f  th e  
l e g i s l a t i o n ,  w h ich ,  he s a id ,  i s  an e f f o r t  t o  p u t  a n o th e r  id e a  on 
t h e  t a b l e  t o  b r in g  a b o u t  a s o l u t i o n  f o r  a lo n g - te r m  p ro b le m : s c h o o l  
p r o j e c t s  t h a t  h a ve  b een  l i s t e d  y e a r  in  and y e a r  o u t ,  and th e y  
c o n t i n u e  t o  becom e m ore an d  m ore o f  a p ro b le m .

M r. M cP h e tre s  s a id  g . o .  b on d s  do  n o t  a l lo w  f o r  a good  lo n g - te r m  
p la n  f o r  a d d r e s s in g  t h e  lo n g - te r m  n e ed s  o f  s c h o o l  f a c i l i t i e s  a c r o s s  
t h e  s t a t e  o f  A la s k a .  He s a id  in  t h e i r  e f f o r t s  t o  come up w i th  a 
p o s s i b l e  s o l u t i o n  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e  t h i s  y e a r ,  th e y  
cam e up w ith  t h i s  c o n c e p t  o f  e s t a b l i s h i n g  th e  E d u c a t io n a l  
F a c i l i t i e s  Fu n d . He a l s o  p o in t e d  o u t  t h a t  th o  c o n t r o l  o f  th e  fu n d  
and  th e  c o n t r o l  o f  t h e  p r o j e c t s  s t i l l  m a in ta in  th e m s e lv e s  i n  th e  
pow er o f  th e  L e g i s l a t u r e .

T h e  s c h o o l  a d m in i s t r a t o r s  b e l i e v e  t h a t  t h i s  l e g i s l a t i o n  i s  a g ood  
e f f o r t  i n  n o t  o n ly  a d d r e s s in g  one i s s u e ,  b u t  t h r e e  i s s u e s  t h a t  a r e  
t h e r e :  (1 ) th e  m u n i c i p a l  s c h o o l  d i s t r i c t s  who have  c o n t in u e d  t o  
h a v e  g ro w th  p ro b le m s ;  (2 ) th o  lo n g - te r m  n e e d s  o f  r u r a l  A la s k a  t h a t  
h a v e  b een  o u t  t h e r e  and  h a ve  n o t  b een  a d d r e s s e d ;  and (3 ) t h e  
U n i v e r s i t y  o f  A la s k a 's  trem en d o u s  m a jo r  m a in te n a n ce  t h a t  n e e d s  t o  
be  a d d r e s s e d .

C o n c lu d in g ,  Mr. M cP h e tr e s  s a id  h i s  o r g a n i z a t i o n  i s  f u l l y  s u p p o r t i v e  
o f  SSSB  37 and he e x p r e s s e d  t h e i r  w i l l i n g n e s s  t o  c o n t in u e  t o  work 
w i th  th e  c o m m it te e s  i n  s e e in g  t h a t  i t  b e com es a r e a l i t y .

Number 230

BOB LER ESCH E  , an in v e s t m e n t  b a n k e r  r o p r e s o n t in g  C o a in c o  A la s k a ,  
s a id  S e n a to r  M a ck ie , h im s e l f  and o t h e r s  havo  b een  w o rk in g  in  t r y i n g  
t o  f i g u r e  o u t  t h e  b e s t  way t o  m eet th e  g r e a t  n eed  th a t  e x i s t s  f o r  
s c h o o l  c o n s t r u c t i o n  and  m a jo r  m a in te n a n ce  p r o j e c t s .  He s a id  t h e r o  
a r e  f o u r  o r  f i v e  o t h e r  a l t e r n a t i v e s ,  b u t  he b e l i e v e s  t h i s  new 
a l t e r n a t i v e  i s  th o  b e s t  way t o  m eet th e  p r e s e n t  n eeds w h i le  n e i t h e r  
d r a in in g  th e  CB R F n o r  b u s t in g  th e  b u d g e t p la n .  In  a d d i t i o n ,  i t  
p r o v id o s  th e  a d v a n ta g e  o f  e s t a b l i s h i n g  an a g e n cy  th a t  w o u ld  l a s t  
f o r  a lo n g  t im e  and a l lo w  a r e a l l y  o r g a n iz e d ,  m easured  way t o  m eet 
t h e s e  s c h o o l  n eod s  as th e y  a r i s e ,  and t o  m oot them  u n d er s t r i c t  
c r i t e r i a  and l e g i s l a t i v e  a u t h o r i z a t i o n  f o r  e a ch  o n e .

P r e s e n t in g  a b r i e f  o v e r v ie w  on th e  l e g i s l a t i o n ,  Mr. L e R o s ch e  s a id  
t h e  b i l l  e s t a b l i s h e s  t h e  E d u c a t i o n a l  F a c i l i t i e s  F in a n c e  A u t h o r i t y  
w i t h in  th e  D e p a r tm e n t o f  E d u c a t io n .  S i t t i n g  on th e  th re e -m e m b e r
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b o a r d  o f  d i r e c t o r s  w o u l d  b e  t h e  c o m m i s s i o n e r  o f  e d u c a t i o n ,  

c o m m i s s i o n e r  o f  r e v e n u e  a n d  t h e  c o m m i s s i o n e r  o f  t r a n s p o r t a t i o n  a n d  

p u b l i c  f a c i l i t i e s .  T h e  b i l l  a l s o  e s t a b l i s h e s  a n  E d u c a t i o n a l  

F a c i l i t i e s  F u n d ,  w h i c h  i s  a n  a s s e t  o f  t h o  a u t h o r i t y .

T h e  a u t h o r i t y  w o u l d  b e  a u t h o r i z e d  t o  d o  t h r e e  t h i n g s :

1. S e l l  t h e i r  b o n d s  d i r e c t l y  a n d  f i n a n c e  t h e  s c h o o l s  

d i r e c t l y .  T h i s  c o u l d  b e  d o n a  o n l y  u p o n  a p p r o v a l  o f  t h e  s p e c i f i c  

p r o j e c t s  b y  t h e  L e g i s l a t u r e .  T h i s  m e t h o d  w o u l d  b e  u s e d  p r i m a r i l y  

f o r  r u r a l  j u r i s d i c t i o n s  a n d  s m a l l  m u n i c i p a l i t i e s  w h i c h  d o n ' t  h a v e  

s u f f i c i e n t  t a x  b a s e s  t o  i s s u o  t h e i r  o w n  b o n d s ;

2 .  I t  c o u l d  c o n t r a c t  w i t h  m u n i c i p a l i t i e s  w h o  c o u l d  s e l l  t h e i r  

b o n d s ,  t o  p a y  a d e s i g n a t e d  p e r c e n t a g e  o f  n e t  d e b t  s o r v i c o  o n  

m u n i c i p a l  b o n d s  i s s u e d  t o  f i n a n c e  s c h o o l s ;  a n d

“. I t  c o u l d  c o n t r a c t  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a  t o  

r e i m b u r s e  u p  t o  1 0 0  p e r c e n t  o f  u n i v e r s i t y  b o n d s  i s s u e d .

M r .  L e R e s c h e  s a i d  t h i s  c o n c e p t  s o u n d s  s i m i l a r  t o  w h a t  h a s  g o n e  o n  

i n  t h e  p a s t ,  b u t  t h e r e  i s  a n  i m p o r t a n t  d i f f e r e n c e .  U n d e r  t h i s  b i l l  

t h e  m u n i c i p a l i t i e s  w o u l d  a c t u a l l y  h a v e  a  c o n t r a c t e d  r e i m b u r s e m e n t  

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

c r e d i t  o f  t h e i r  b o n d s  a n d  t h e r e b y  l o w e r  t h e  i n t e r e s t  r a t e .  H e  s a i d  

t h a t  r e a l l y  f i r m s  u p  w i t h o u t  a n  a n n u a l  a r g u m e n t  o v e r  w h a t  l e v e l  o f  

d e b t  s e r v i c e  t o  a p p r o p r i a t e .

O t h e r  h i g h l i g h t s  o f  t h e  b i l l  o u t l i n o d  b y  M r .  L e R e s c h e  w e r e :

—  S o m e  o f  t h e  e a r n i n g s  o f  t h o  f u n d  w o u l d  b e  a p p l i e d  t o  d e b t  

s e r v i c e  a n d  t h e  r e i m a u r s c m e n t  a g r e e m e n t s .

- -  T h e  f u n d  w o u l d  b e  m a n a g o d  b y  t h e  P e r m a n e n t  F u n d  C o r p o r a t i o n  

u n d e r  i t s  b a s i c  s t a t u t e .

—  T h e  b i l l  w o u l d  i n i t i a l l y  a u t h o r i z e  $ 5 0 0  m i l l i o n  w o r t h  o f  

s c h o o l  c o n s t r u c t i o n  a n d  r e p a i r  p r o j e c t s .

—  F u t u r e  l e g i s l a t u r e s  c o u l d  c o n t i n u e  t w  a u t h o r i z e  m o r e  b o n d s  

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

t h e  e d u c a t i o n  f a c i l i t i e s  f u n d .  T h e  f u n d  w o u l d  h a v e  b o n d i n g  

c a p a c i t y  e q u a l  t o  o r  e x c e e d i n g  t h e  i n i t i a l  S I . 2  b i l l i o n  

c a p i t a l i z a t i o n ,  w i t h o u t  r i s k i n g  t h e  o r i g i n a l  $ 1 . 2  b i l l i o n  c o r p u s .

- -  U n d e r  r e a s o n a b l e  p r o j e c t i o n s  o f  f u t u r o  d e m a n d s  o n  t h e  f u n d ,  

t h o  f u n d  w o u l d  c o n t i n u e  t o  g r o w  i f  i t s  i n v e s t m e n t s  y i e l d o d  m o r e  

t h a n  t h e y  h a d  t o  p a y  o n  t h e  b o n d s  t h e y  i s s u e .  H e  s a i d  h e  i s  q u i t e  

s u r e  t h i s  w o u l d  o c c u r  w i t h  p . - o p e r  m a n a g e m e n t  o f  t h e  a u t h o r i t y .

h r .  L e R e s c h e  s a i d  w h e n  p e o p l e  s t a r t  t a l k i n g  a b o u t  t h e  f i n e  p o i n t s  

o f  a r b i t r a g e  a n d  t a x  l a w ,  t h i s  i s  n o t  t h a t  c o m p l i c a t e d .  I t  i s  

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

t h r o u g h  A H F C  a n d  A I D E A .

M r .  L e R e s c h e  n o t e d  t h a t  t h e r e  h a s  b e e n  c r i t i c i s m  o f  t h i s  c o n c e p t  

r e l a t i n g  t o  t a x  l a w ,  a n d  i t  i s  a  q u e s t i o n  a s  t o  w h e t h e r  o r  n o t  t h e



y i e l d  f r o m  t h e  f u n d  w o u l d  h a v e  t o  b e  r e s t r i c t e d  t o  m a t c h  t h e
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i n t e r e s t  r a t e  o f  t h o  b o n d s .  H e  s a i d  h e  q u i t e  c e r t a i n  t h a t  h i s  b i l l  

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

p r o b a b i l i t y  t h a t  a  l a r g e  p o r t i o n  o f  t h e  f u n d  w i l l  e s c a p e  t h i s  y i e l d  

r e s t r i c t i o n  p r o b l e m .

N u m b e r  3 8 2

S E N A T O R  H O F F M A N  s a i d  t h e  b i l l  p r o v i d e s  p u t t i n g  S I . 2  b i l l i o n  i n t o  

t h e  f u n d  a n d  s p e n d i n g  $ 5 0 0  m i l l i o n  i n  1 9 9 7 ,  a n d  h e  a s k e d  w h a t  h o w  

m u c h  w o u l d  b e  a v a i l a b l e  i n  s u b s e q u e n t  y e a r s .  CHAIRMAN M ACK 'E 
c l a r i f i e d  t h a t  i f  t h e  $ 5 0 0  m i l l i o n  i s  s p e n t  i n i t i a l l y  a n d  $ 6 0  

m i l l i o n  a  y e a r  f o r  t h e  n e x t  1 5  y e a r s ,  t h e  e a r n i n g s  w o u l d  s u s t a i n  

t h a t .  I f  o n l y  t h e  S 5 0 0  m i l l i o n  w o r t h  o f  p r o j e c t s  i s  d o n e  r i g h t  

n o w .  t h e  f u n d  w o u l d  a c t u a l l y  g r o w  f r o m  $ 1 . 2  b i l l i o n  t o  $ 1 . 5  b i l l i o n  

a t  t h a t  e n d  o f  t h a t  t e r m .

C H A I R M A N  M A C K I E  n o t e d  t h e  K i n g  S a l m o n ,  A n c h o r a g e ,  C o r d o v a ,  F e n a i  

a n d  K o d i a k  t e l e c o n f e r e n c e  s i t e s  w e r e  l i s t e n i n g  i n  t o  t h e  m e e t i n g  

a n d  t h a t  t e s t i m o n y  w o u l d  b e  t a k e n  f r o m  w i t n e s s e s  w a i t i n g  t o  t e s t i f y  

a t  t h e  F a i r b a n k s ,  M a t - S u ,  T o k  a n d  S i t k a  s i t e s .

N u m b e r  4 1 4

J O H N  H O L S T  , S u p e r i n t e n d e n t  o f  t h e  S i t k a  S c h o o l  D i s t r i c t  t e s t i f y i n g  

i n  S i t k a ,  c o m m e n d e d  S e n a t o r  M a c k i e  f o r  s p o n s o r i n g  t h e  b i l l .  H e  

s a i d  h e  i s  p a r t i c u l a r l y  p l e a s e d  b e c a u s e  t h o  l e g i s l a t i o n  c o n t a i n s  

t w o  r e n o v a t i o n  p r o j e c t s  f o r  t h e  S i t k a  S c h o o l  D i s t r i c t  t h a t  h a v e  

b e e n  o n  t h e  l i s t  f o r  n e a r l y  1 0  y e a r s ,  a s  w e l l  a s  t h e  c o m p l e t i o n  o f  

U A S  S i t k a  c l a s s r o o m s .

N u m b e r  4 4 5

C A R L  R O S E  , E x e c u t i v o  D i r e c t o r ,  A s s o c i a t i o n  o f  A l a s k a  S c h o o l  B o a r d s ,  

n o t e d  h e  h a d  o f f e r e d  w r i t t e n  t e s t i m o n y  i n  s u p p o r t  o f  S S S B  3 7  a n d  S B  

1 1 1 .  H e  s a i d  t h i s  s o l u t i o n  t o  a d d r e s s  s c h o o l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s  h a s  ccrve o f  a g e .  H e  s a i d  w e  h a v e  d e f e r r e d  

m a i n t e n a n c e  f o r  s e m e  p e r i o d  o f  t i m e  a n d  o u r  i n a b i l i t y  t o  a d d r e s s  i t  

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

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

M r .  R o s e  s a i d  w e ' v e  b u i l t  t h e s e  s c h o o l s ,  a n d  t h e  q u e s t i o n  i s  i f  w o  

c a n ' t  a d e q u a t e l y  m a i n t a i n  t h e m ,  w h a t  i s  t h o  e n d  r e s u l t .  R i g h t  n o w ,  

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

a b i l i t y  t c  c o n t i n u e  t o  i n s u r e  t h e  s c h o o l s  t h r o u g h o u t  A l a s k a  w i t h  

t h e  l o s s  r a t o  o f  $ 1 . 5  m i l l i o n  p e r  y e a r  o v e r  t h e  l a s t  y e a r  i n  t e r m s  

o f  f i r e  l o s s  i s  a m a j o r  i s s u e ,  a n d  t h e  i n a b i l i t y  t o  m a i n t a i n  t h e s e  

f a c i l i t i e s  i n  s u c h  a  f a s h i o n  t h a t  t h e y  b e c o m e  s u s c e p t i b l e  t o  f i r e  

a n d  l o s s .  H e  c a u t i o n e d  t h e  f a i l u r e  t o  m a i n t a i n  i n s u r a b i l i t y  

s t a t e w i d e  p a s s e s  t h e  i s s u e  o n  t o  t h e  L e g i s l a t u r e ;  i f  t h e s e  s c h o o l s  

a r e  u n i n s u r a b l e ,  t h e  L e g i s l a t u r e  s t a n d s  f u l l y  a c c o u n t a b l e  f o r  a n y  

l o s s  t h a t  t a k e s  p l a c e .

N u m b e r  4 7 5

D A R R O L  H A R G R A V E S  , t e s t i f y i n g  f r o m  T o k ,  n o t e d  t h a t  o t h e r  s t a t e s  t h a t  

h a v e  a t t e m p t e d  t o  u s e  t h e i r  o i l  w e a l t h  a n d  r e s o u r c e s  i n  a  s i m i l a r



m a n n e r  h a v e  b e e n  v e r y  h a p p y  w i t h  i t  o v e r  t h e  d e c a d e s .  H e  s a i d  

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

s t a t e .

M r .  H a r g r a v e s  s a i d  h e  d o e s  h a v e  s o m e  c o n c e r n s  f r o m  a  l o c a l  a n d  a 

s t a t e w i d e  p e r s p e c t i v e .  H e  s a i d  w i t h  a  h a l f  b i l l i o n  d o l l a r s  b e i n g  

t h r o w n  o n  t h e  s t r e e t  a t  o n e  t i m e ,  t h e r e  w i l l  b e  a r u s h  o f  d e s i g n  

p e o p l e  c o m i n g  b a c k  i n t o  t h e  s t a t e ,  a s  h a s  h a p p e n e d  i n  t h e  p a s t .

H e  s u g g e s t e d  i t  w o u l d  b e t t e r  t o  s e t  u p  a  w a y  t o  m a i n t a i n  a  s t e a d y  

s t r e a m  i n  s m a l l e r  i n c r e m e n t s  w h i c h  w o u l d  p r o v i d e  m u c h  m o r e  

s t a b i l i t y  a n d  c o n s i s t e n c y  a c r o s s  t h e  s t a t e .  H e  a l s o  s u g g e s t e d  

l o o k i n g  a t  p u t t i n g  t w o  a d d i t i o n a l  p e o p l e  f r o m  t h e  p r i v a t e  s e c t o r  o n  

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

C I P  l i s t  f o r  p i c k i n g  p r i o r i t i e s  f o r  f u n d i n g  t h a t  h a s  g o n e  t h r o u g h  

s o m e  k i n d  o f  a p p r o v a l  p r o c e s s .

N u m b e r  5 2 0

W E N D Y  R E D M A N  , V i c e  P r e s i d e n t ,  S t a t e w i d e  U n i v e r s i t y  o f  A l a s k a  

S y s t e m ,  e x p r e s s e d  a p p r e c i a t i o n  t h a t  t h e  L e g i s l a t u r e  i s  p u t t i n g  t h e  

i s s u e  c f  d e f e r r e d  m a i n t e n a n c e  b a c k  o n  t h e  t a b l e  i n  a b i g  a n d  

s i g n i f i c a n t  w a y .  S h e  n o t e d  a p p r o x i m a t e l y  4 5  p e r c e n t  o f  t h e  s t a t e  

f a c i l i t i e s  a r e  u n i v e r s i t y  f a c i l i t i e s ,  a n d  t h a t  t h i s  h a s  b e e n  t h e  

n u m b e r  o n e  p r i o r i t y  f o r  t h e  B o a r d  o f  R e g e n t s .

T h e  p r o b l e m  t h a t  t h e  u n i v e r s i t y  i s  l o o k i n g  a t  t o d a y  i s  a b o u t  $ 1 6 5  

m i l l i o n  f o r  h o u s i n g  a n d  n o n - h o u s i n g .  T h e  i s s u e  r e q u i r e s  a  t w o ­

p r o n g e d  a p p r o a c h :  o n e  i s  t o  r x e  s u r e  t h a t  t h e  m a i n t e n a n c e

a c c o u n t s  i n  t h e i r  o p e r a t i n g  b - i g e t  a r e  b r o u g h t  u p  t o  p a r  a t  t h e  

s a m e  t i m e  t h e y  a r e  t r y i n g  t o  d o  t h e  d e f e r r e d  m a i n t e n a n c e .  A t  t h e  

s a m e  t i m e  t h a t  t h e  u n i v e r s i t y  h a s  b e e n  t a k i n g  r e d u c t i o n s  f r o m  t h e  

L e g i s l a t u r e ,  i n  t h e  l a s t  t w o  y e a r s  t h e y  h a v e  m o v e d  a b o u t  $ 3 . 5  

m i l l i o n  o u t  o f  p r o g r a m s  i n t o  t h e  m a i n t e n a n c e  b u d g e t .  B y  t h o  e n d  o f  

F Y  9 8 ,  t h e y  w i l l  m o v e  a n o t h e r  $ 3 . 5  o u t  o f  p r o g r a m  i n t o  m a i n t e n a n c e  

t o  b r i n g  t h o s e  b u d g e t s  u p  t o  p a r .

M s .  R o d m a n  p o i n t e d  o u t  t h a t  t h e  m a j o r i t y  o f  d e f e r r e d  m a i n t e n a n c e  

p r o j e c t s  a r e  s m a l l  p r o j e c t s  t h a t  a r e  d o n e  w i t h  l o c a l  h i r o .  S h e  

a g r e e d  w i t h  M r .  H a r g r a v e s  co ire nen ts a b o u t  t h e  i m p o r t a n c e  o f  h a v i n g  

a  p l a n  o n  h o w  t h o s e  p r o j e c t s  w i l l  h i t  t h e  s t r e e t .

I n  c l o s i n g ,  M s .  R e d m a n  s u g g o s t e d  t h a t  s i n c o  t h e  u n i v e r s i t y  d o e s  

h a v e  n e a r l y  h a l f  o f  a l l  o f  t h e  s t a t e  f a c i l i t i e s ,  t h e  c o m m i t t e e  m a y  

w a n t  t o  c o n s i d e r  p u t t i n g  a  r e p r e s e n t a t i v e  f r o m  t h o  B o a r d  o f  R e g o n t s  

? n  t h e  a u t h o r i t y ' s  b o a r d  o f  d i r e c t o r s .

N u m b e r  5 7 0

D O N  M O O R E  , M a n a g e r  o f  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h ,  s a i d  i n  a 

b o r o u g h  w i t h  p e r h a p s  t h e  f a s t e s t  g r o w i n g  s c h o o l  d i s t r i c t  i n  t h e  

s t a t e  o f  A l a s k a ,  t h e y  h a v e  a p r e s s i n g  n o e d  f o r  n e w  c o n s t r u c t i o n  o f  

f a c i l i t i e s .  T h e y  h a v e  a p p r o x i m a t e l y  7 0  t e m p o r a r y  p o r t a b l e  

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

o f  t h e i r  s t u d e n t s .

T A P E  9 7 - 8 ,  S I D E  B



M r .  M o o r e  c o m m e n t e d  t h a t  t h e r e  i a  a o m e t h i n g  t o  b e  a a i d  f o r  t h e  i d e a
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a b o u t  i n c l u d i n g  a n d  r e q u i r i n g  a  l o c a l  m a t c h  i n  t h e  f u n d i n g  f o r  

t h e a e  p r o j e c t a  e i t h e r  t h r o u g h  l o c a l  g o v e r n m e n t  b o n d e d  L n d e b t e d n e a a  

o r  b y  w h a t e v e r  m e a n s .  A  l o c a l  e l e c t i o n  o n  t h e  p r o j e c t  w o u l d  h e l p  

t o  a u t h e n t i c a t e  t h a t  t h e  p r o j e c t  i a  q u e a t i o n  i a  i n d e e d  a o m e t h i n g  

t h a t  t h e  p e o p l e  w a n t .  T h e  l o c a l  g o v e r n m e n t  w o u l d  t h e n  h a v e  a s t a k e  

i n  t h e  o w n e r s h i p  o f  t h e  f a c i l i t y .  A l s o ,  i t  w o u l d  p r o v i d e  

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

N u m b e r  0 3 0

A L  W E I N B E R G  , r e p r e s e n t i n g  t h e  K a s h u n a m i u t  S c h o o l  D i s t r i c t  a n d  t h e  

C i t i z e n s  f o r  t h e  E d u c a t i o n a l  A d v a n c e m e n t  o f  A l a s k a ' s  C h i l d r e n ,  s a i d  

a s  f a r  a s  t h e  K - 1 2  p u b l i c  s c h o o l s  a r e  c o n c e r n e d ,  t h e  D e p a r t m e n t  o f  

E d u c a t i o n  h a s  i d e n t i f i e d  i n  t h e  f i r s t  y e a r  o f  s i x - y e a r  p l a n s  t h a t  

a r e  p r e s e n t l y  o n  t h e  t a b l e  a b o u t  S 6 1 5  m i l l i o n  w o r t h  o f  n e w  

c o n s t r u c t i o n  o r  m a j o r  m a i n t e n a n c e  t h a t  n e e d s  t o  b e  d o n e  a t  s o m e  

t i m e .  H e  s a i d  w i t h  $ 6 1 5  m i l l i o n  i t  t a k e s  a b o u t  $ 1 7  m i l l i o n  a  y e a r  

j u s t  t o  k e e p  u p  w i t h  t h e  i n f l a t i o n a r y  g r o w t h  o f  c o n s t r u c t i o n  a n d  

m a i n t e n a n c e  c o s t  o n  t h a t  a m o u n t  o f  m o n e y .  T h e  b i g g e s t  p r o b l e m  t h a t  

h a s  f a c e d  t h e  s t a t e  i n  t e r m s  o f  g e t t i n g  r i d  o f  t h i s  b a c k l o g ,  o r  a t  

l e a s t  a d d r e s s i n g  t h e  b a c k l o g ,  i s  t h e  l a c k  o f  a  l o n g - t e r m ,  s t a b l e  

s o u r c e  o f  f u n d s  s o  t h e s e  p r o j e c t s  c a n  b e  s y s t e m a t i c a l l y  t a k e n  o f f  

t h e  b o o k s  a n d  i n  s o m e  k i n d  o f  a  r e a s o n a b l e  p r i o r i t y  o r d o r .

M r .  W e i n b e r g  r e l a t e d  t h e  g r o u p s  h e  r e p r e s e n t s  a r e  c o n c e r n e d  a b o u t  

e q u i t y  i n  t h e  w a y  t h e  s t a t e  s p e n d s  f u t u r e  f u n d s  a n d  t h e i r  c o n c e r n  

i s  i n  m a n y  w a y s  b a s e d  o n  t h e  w a y  t h e  s t a t e  h a s  s p e n t  i t s  f u n d s  

r e c e n t l y  f o r  c a p i t a l  p r o j e c t s  f o r  p u b l i c  s c h o o l s .  I n  t h e  l a s t  n i n e  

y e a r s ,  t h e  s t a t e  h a s  s p e n t  $ 1 . 3  b i l l i o n  f o r  c a p i t a l  p r o j e c t s  i n  t h o  

p u b l i c  s c h o o l s ,  b u t  9 3  p e r c e n t  o f  t h a t  m o n e y  h a s  g o n e  t o  m u n i c i p a l  

d i s t r i c t s  l e a v i n g  o n l y  a b o u t  s e v e n  p e r c e n t  t h a t  h a s  g o n e  t o  R E A A ' s ,  

w h i c h  h a v e  n o  c a p a c i t y  t o  b o n d ,  n o  c a p a c i t y  t o  r a i s e  a n d  c o l l e c t  

t a x e s .

I n  c l o s i n g ,  M r .  W e i n b e r g  e n c o u r a g e d  c r e a t i n g  a  l o n g - t e r m  s t a b l e  

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

t h e  p r o b l e m s  o n  t h e  b a s i s  o f  d e m o n s t r a t e d  n e e d  a s  o p p o s e d  t o  

g e o g r a p h y ,  c o m m u n i t y  w e a l t h ,  o r  p o l i t i c a l  p o w e r .

N u m b e r  1 2 6

L E N  M A C K L E R  , F a c i l i t i e s  D i r o c t o r  o f  t h e  F a i r b a n k s  S c h o o l  D i s t r i c t ,  

s a i d  h e  w a s  t e s t i f y i n g  a s  t h o  s t a t e w i d e  p r e s i d e n t  o f  t h o  C o u n c i l  o f  

E d u c a t i o n  a n d  F a c i l i t i e s  P l a n n e r s .  H e  r e l a t e d  a  c a l c u l a t i o n  d o n e  

f o  t h e  b o n d  r e i m b u r s e m e n t  c o m m i t t e e  t w o  y e a r s  a g o  s h o w e d  t h a t  i n  

j u s t  n e w  s t u d e n t s  c o m i n g  i n t o  t h e  s t a t e  t h e  c o n s t r u c t i o n  n e e d s  f o r  

n e w  s e a t s  a n d  n e w  c l a s s r o o m s  w a s  a r o u n d  $ 1 0 0  m i l l i o n  a y o a r .

H o w e v e r ,  t h e  m a i n t e n a n c e  a n d  r e n e w a l  n e e d s  o f  t h e  e x i s t i n g  

f a c i l i t i e s  i n  t h e  s t a t o  j u s t  k e e p s  o n  g o i n g  a n d  g o i n g .  H o  s t r e s s e d  

t h e  n e e d  t o  c o m e  u p  w i t h  a  s o l u t i o n  t o  t h i s  p r o b l e m  a n d  h i s  g r o u p  

t h i n k s  t h i s  i a  a n  e x c e l l e n t  s t a r t ,  a n  e x c e l l e n t  v e h i c l e  t h a t ' s  

b e i n g  p r o p o s e d  t o  s o l v e  t h i s  p r o b l e m  i n  t h e  s h o r t  t e r m  a n d  t h e  l o n g  

t e r m .

Number 001
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C H A I R M A N  M A C K I E  a s k e d  M r .  M a c k l e r  i f  h e  w a s  c o m f o r t a b l e  w i t h  t h e  

m a n n e r  i n  w h i c h  t h e  F a i r b a n k s  p r o j e c t s  w e r e  l i s t e d  i n  t h e  b i l l  i n
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t e r m s  o f  t h o  p r i o r i t i e s  o f  h i s  s c h o o l  d i s t r i c t .  M R .  M A C K L E R  

a c k n o w l e d g e d  h e  w a s ,  a n d  h e  a d d e d  t h e  d i s t r i c t  h a s  a  c o n s i s t e n t  

s i x - y e a r  p l a n  t h a t  t h e  b o a r d  r e v i e w s  a n d  a g r e e s  t o  e v e r y  y e a r ,  a n d  

t h e  p r o j e c t s  i n  t h e  b i l l  a r e  t h e  f i r s t  y e a r  o f  t h e i r  s i x - y e a r  p l a n .

N u m b e r  1 7 0

K E V I N  R I T C H I E  , r e p r e s e n t i n g  t h e  A l a s k a  M u n i c i p a l  L e a g u e  ( A M L )  a n d  

t h e  A l a s k a  C o n f e r e n c e  o f  M a y o r s ,  t h a n k e d  S e n a t o r  M a c k i e  f o r  h i s  

s p o n s o r s h i p  o f  S S S B  3 7 ,  w h i c h  h e  s a i d  i s  a  t o p  A M L  a n d  A l a s k a  

C o n f e r e n c e  o f  M a y o r s  p r i o r i t y .  H e  s a i d  t h i s  i s  a  c r i t i c a l  p a r t  o f  

t h e  s t a t e  b u d g e t  p r o b l e m  b e c a u s e  i f  w e  d o n ' t  f i x  w h a t  w e  c u r r e n t l y  

h a v e  a n d  e x p a n d  w h a t  w e  n e e d  t o  i t  t u r n s  i n t o  a  h e a l t h  s a f e t y  

p r o b l e m .  I n  t h e  l o n g e r  t e r m ,  t h e  c o s t  >f d e t e r i o r a t i o n  a n d  t h e  

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

a r e  b e i n g  d e f e r r e d  t o  t h e  f u t u r e  e a c h  y e a r .  H e  u r g e d  t h e  

c o m m i t t e e ' s  s u p p o r t  a n d  c o n s i d e r a t i o n  o f  t h e  l e g i s l a t i o n .

N u m b e r  2 1 0

L A R R Y  W I G E T  , D i r e c t o r  o f  G o v e r n m e n t  R e l a t i o n s  f o r  t h e  A n c h o r a g e  

S c h o o l  D i s t r i c t ,  v o i c e d  t h e  d i s t r i c t ' s  s u p p o r t  f o r  t h e  c o n c e p t  o f  

c r o a t i n g  t h e  E d u c a t i o n a l  F a c i l i t i e s  F i n a n c i n g  A u t h o r i t y  a n d  t h e  

E d u c a t i o n a l  F a c i l i t i e s  F u n d ,  w h i c h  h e  s a i d  i s  a  r e s p o n s i b l e ,  

i n n o v a t i v e  w a y  t o  a d d r e s s  t h e  n e e d s  o f  s c h o o l s  n o w  a n d  i n  t h e  

f u t u r e .

N u m b e r  2 3 0

S A M  T C W A R A K  , s p e a k i n g  o n  b e h a l f  o f  t h o  B o n d  R e i m b u r s e m e n t  t G r a n t  

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

t h e  n e e d  t o  e s t a b l i s h  a s t a b l e  l o n g - t e r m  s o u r c e  o f  f u n d i n g  f o r  K  -  

1 2  f a c i l i t y  p r o j e c t s ,  w h i c h  i s  a n  i n t e g r a l  p a r t  o f  a  c o m p r e h e n s i v e  

p l a n  f o r  s t a t e w i d o  c a p i t a l  n e e d s .  T o  i m p l e m e n t  t h i s ,  p r o j e c t s  

s h o u l d  b e  f u n d e d  i n  t h e  p r i o r i t y  o r d e r  e s t a b l i s h e d  i n  t h e  s t a t u t o r y  

r a n k i n g  s y s t e m ,  a n d  t h e  c o m m i t t e e  a n d  t h o  D e p a r t m e n t  o f  E d u c a t i o n  

s h o u l d  c o n t i n u e  t o  d e v e l o p ,  r e v i e w  a n d  a d o p t  f a c i l i t y  r e l a t e d  

s t a n d a r d s .

N u m b e r  3 5 5

C H A I R M A N  M A C K I E  a s k e d  M r .  T o w a r a k  h i s  t h o u g h t s  o n  t h e  L e g i s l a t u r e  

i d e n t i f y i n g  s o m e  s t a n d a r d s  f o r  t h e  d i s t r i b u t i o n  o f  t h e s e  m o n i e s  a n d  

M R .  T O W A R A K  s u g g e s t e d  c h a r g i n g  t h e  E d u c a t i o n a l  F a c i l i t i e s  A u t h o r i t y  

w i t h  m a n a g i n g  t h e  d o l l a r s  s o  t h a t  i t  h a s  a  m a x i m u m  i m p a c t  o n  t h e  

l o c a l  e c o n o m y .

N u m b o r  3 3 6

S E N A T O R  M I L K E N  s a i d  h e  t h i n k s  t h e  c o n c e p t  o f  t h e  l e g i s l a t i o n  i s  

e x c i t i n g ,  b u t  t h e  t h i n g  t h a t  b o t h e r s  h i m  t h e  m o s t  a b o u t  i t  i s  t h a t  

i t ' s  a  i n i t i a l  p o l i c y  s t a t e m e n t  o n  h o w  t h e  L e g i s l a t u r e  i s  g o i n g  t o  

d e a l  w i t h  t h e  C B R ,  n o w  a t  9 3 . 4  b i l l i o n  w i t h  t h e  p o s s i b i l i t y  o f
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b e i n g  u p  t o  c l o s e  t o  $ 5  b i l l i o n  b y  t h e  e n d  o f  t h e  y e a r .  T h e r e  a r e  

n o w  t h r e e  p l a n s  o n  w h a t  t o  d o  w i t h  t h e  C B R ,  a n d  h e  s a i d  t h e  w o r s t  

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

y e a r s  d o w n  t h e  p a t h  t h a t  w e  d o n ' t  h a v e  a  C B R  a n y m o r e  a n d  w e ' r e  b a c k  

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

t h e  C B R .

C H A I R M A N  M A C K I E  s t a t e d  i t  w a s  h i s  i n t e n t i o n  t o  h o l d  t h e  l e g i s l a t i o n  

o v e r  t o  t h e  F r i d a y  m e e t i n g .  H e  t h e n  a d j o u r n e d  t h e  m e e t i n g  a t  3 : 1 0  

p . m .

S E N A T E  C O M M U N I T Y  £ R E G I O N A L  A F F A I R S  C O M M I T T E E  

M a r c h  7, 1 9 9 7  

1 : 3 0  p . m .

S S S B  3 7  E D U C A T I O N  F A C I L I T I E S  F I N A N C I N G  A U T H O R I T Y  

S B  1 1 1  A P P R O P :  E D U C A T I O N  F A C I L I T I E S  F U N D

C H A I R M A N  M A C K I E  b r o u g h t  S S S B  3 7  a n d  S B  1 1 1  b a c k  b e f o r e  t h e  

c o m m i t t e e .

R I C K  C R O S S  , T e p u t y  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  E d u c a t i o n ,  e x p r e s s e d  

t h o  d e p a r t m e n t ' s  w i l l i n g n e s s  t o  w o r k  o n  t h e  d i f f i c u l t  p r o b l e m  o f  

p r o v i d i n g  a s t e a d y  s o u r c e  o f  f u n d i n g  f o r  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s .

M r .  C r o s s  n o t e d  t h e  o r i g i n a l  v e r s i o n  o f  t h e  l e g i s l a t i o n  u s a d  t h e  

D e p a r t m e n t  o f  E d u c a t i o n ' s  c a p i t a l  c o n s t r u c t i o n  a n d  m a j o r  

m a i n t e n a n c e  l i s t  a s  t h e  l i s t  t h a t  w o u l d  b e  f u n d e d .  H o w e v e r ,  t h e  

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

s t r o n g l y  r e c o m m e n d s  t h a t  S S S B  3 7  r e v e r t  t o  u s i n g  t h e  d e p a r t m e n t ' s  

c a p i t a l  c o n s t r u c t i o n  a n d  m a j o r  m a i n t e n a n c e  l i s t .  H e  s a i d  t h e  B o n d  

R e i m b u r s e m e n t  £ D e b t  R e v i e w  C o m m i t t e e  h a s  w o r k e d  h a r d  o v e r  t h o  l a s t  

s o v e r a l  y e a r s  t o  i m p r o v e  t h e  q u a l i t y  o f  t h a t  l i s t  a n d  t o  h a v e  i t  

b e c o m e  a l i s t  t h a t  t r u l y  r e f l e c t s  t h o  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e  n e e d s  t h r o u g h o u t  t h e  e n t i r o  s t a t e .  H e  a d d e d  t h a t  

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

t o  i m p r o v e  i t .

M r .  C r o s s  a l s o  p o i n t e d  o u t  t h a t  t h e r e  is < s t a t u t o r y  p r o c e s s  f o r  

r a n k i n g  p r o j e c t s ,  w h i c h ,  h e  s a i d ,  i s  f a i r  t o  b o t h  u r b a n  a n d  b u s h  

A l a s k a  a n d  i t  i s  t h e  o n e  t h a t  s h o u l d  b e  u s e d  i n  d e t e r . v i n i n g  t h e  

o r d e r  o f  r a n k .

I n  c o n c l u s i o n ,  M r .  C r o s s  s a i d  t h i s  i s  p a r t  o f  a s o l u t i o n  t o  t h e  

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

e d u c a t i o n a l  n e e d s ,  w h i c h  n o t  o n l y  i n c l u d e s  c a p i t a l  c o n s t r u c t i o n  a n d  

m a j o r  m a i n t e n a n c e ,  b u t  i n c l u d e s  o p e r a t i o n  e x p e n s e s  a s  w e l l .  H e  

a l s o  e x p r e s s e d  t h e  d e p a r t m e n t ' s  w i l l i n g n e s s  t o  w o r k  w i t h  t h e  

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

t h e  o p e r a t i o n  o f  t h e  s t a t e ' s  s c h o o l  p r o g r a m s  t h a t  w i l l  i m p r o v e  

q u a l i t y  f o r  a l l  c h i l d r e n .

Humber 104



C H A I R M A N  M A C K I E  c o m m e n t e d  t h a t  t h e  D O E  l i s t  d o e s n ' t /  i n  a  l o t  o f  

p e o p l e s '  m i n d s /  t a k e  c a r e  o f  n e e d s  t h a t  a.-e i n  t h e  u r b a n  a r e a s  a s  

w e l l  a s  t h e  r u r a l  a r e a s .  S o  h e  h a s  m a d e  t h e  d e c i s i o n  t o  l o o k  t o  

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

t h o s e  a r e a s  t o  b e  m o r e  i n v o l v e d  i n  a  p l a n  t h a t ' s  g o i n g  t o  h a v e  f a i r  

d i s t r i b u t i o n  t h r o u g h o u t  t h e  s t a t e .  H e  a d d e d  t h a t ' s  t h e  o n l y  c h a n c e

S E N A T E  C R A  B A S I S  -  8 -  0 3 / 0 7 / 9 7

t h a t  a n y t h i n g  l i k e  t h i s  w o u l d  e v e n  h a v e  o f  b e i n g  a p p r o v e d .  M R .  

C R O S S  s a i d  h e  u n d e r s t a n d s  w h a t  t h e  c h a i r m a n  i s  s a y i n g ,  b u t  s o m e  o f  

t h e  p r o j e c t s  i n  t h e  b i l l  a r e  n o t  a p p r o v a b l e  u n d e r  t h e  s t a t u t e .  H e  

a l s o  s a i d  t h a t  w h e n  A l a s k a  h a s  h a d  b o o m  y e a r s ,  u r b a n  A l a s k a  h a s  

b e e n  w e l l  r e p r e s e n t e d  o n  t h e  l i s t .

N u m b e r  1 4 0

C H A I R M A N  M A C K I E  s t a t e d  t h e  i s s u e  i s  a  h u g e  p o l i c y  q u e s t i o n ,  a n d  i t  

i s  s o m e t h i n g  t h a t  i s  g o i n g  t o  b e  d e c i d e d  b y  t h e  l e a d e r s h i p  a n d  t h e  

F i n a n c e  C o m m i t t e e  i f  a n d  w h e n  a n y t h i n g  l i k e  t h i s  w o r e  t o  b e  

c o n s i d e r e d .  H e  t h i n k s  i t  i s  i m p o r t a n t  t o  h a v e  t h i s  i s s u e  m o v e  o v e r  

t o  t h e  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  C o m m i t t e e  w h e r e  i t  c a n  

b e  c o T s i d e r e d  a l o n g  w i t h  o t h e r  e d u c a t i o n  i s s u e s .

N u m b e r  1 5 5

S E N A T O R  D O N L E Y  s t a t e d  h e  t h i n ' 3 t h e  D e p a r t m e n t  o f  E d u c a t i o n  h a s  

b e e n  v e r y  b i a s e d  a g a i n s t  u r b a n  s c h o o l  d i s t r i c t s  a n d  t h a t  h e  

c o m p l e t e l y  d i s a g r e e s  w i t h  t h e  t e s t i m o n y  f r o m  t h e  d e p a r t m e n t .  H e  

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

p a s t  f o u r  t o  s i x  y e a r s  a n d  h a s  b e e n  i n s e n s i t i v e  t o  t h e  u r b a n  a r e a s .  

I t ' s  s o  b a d  t h a t  f o r  m a n y  y e a r s  t h e  A n c h o r a g e  S c h o o l  D i s t r i c t  

h a s n ' t  e v e n  b o t h e r e d  t o  p u t  i n  c a p i t a l  r e q u e s t s .  H o  c o n c l u d e d  t h a t  

m a y b e  t h e  f a c t  t h e  d e p a r t m e n t  h a s  l e s s  c o n t e s t e d  r e q u e s t s  i s  

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

S E N A T O R  W I L K E N  m o v e d  S S S B  3 7  a n d  S B  1 1 1  a n d  t h o  a t t a c h e d  f i s c a l  

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

S E N A T O R  F H I L L I P S  o b j e c t e d .  T h o  r o l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  

r e s u l t :  S e n a t o r s  D o n l e y ,  w i l k e n  a n d  M a c k i e  v o t o d  " Y e a "  a n d  S e n a t o r

P h i l l i p s  v o t e d  " N a y . "  T h e  C h a i r m a n  s t a t e d  S S S B  3 7  a n d  S B  1 1 1  w o u l d  

m o v e  t o  t h e  n e x t  c o m m i t t e e  o f  r e f e r r a l  w i t h  i n d i v i d u a l  

r e c o m m e n d a t i o n s .



ALASKA LEGISLATIVE MAJORITY - FIVE YEAR Bl IDGET STRATEGY as of October 2.1996 

WITH SSSB 37 REVISED (EDUCATION FACILITIES FUND)
( $ 7 3 1  M i l l io n  t o t a l  p r o j e c t s  o v e r  t h r o e  y e a r s ,  w i t h  lo c a l  m a t c h )

F.Y.im tim z EY19 W F Y 1999 F iim FY2001
Revonuos
1 / U n r e s t r i c t e d  R e v e n u e s  

1 / O t h e r  S o u r c e s / A d j u s t m e n t s  

1 / A H F C  D i v i d e n d  

1 / A I D E A  D i v i d e n d

2 . 0 4 2 . 0  

1 0 1 . 7  

7 0 . 0  

0 . 0  

n n

1 . 9 1 0 . 0

3 3 . 5

5 0 . 0

1 5 . 0  

0 0

1 . 8 4 4 . 0

3 0 . 0

7 2 . 1  

2 5 . 6

65.2

1 , 8 9 0 . 2

3 0 . 0  

7 4 . 3  

2 6 . 5

42.0

1 , 8 8 6 . 1

3 0 . 0  

7 6 . 5

2 8 . 0  

18.7

1 , 8 4 6 . 7

3 9 . 0

7 8 . 8

2 8 . 4

18.7|
I2/EFFA D i v i d e n d  [ l i n e  6b]____________________________ _
3 / P r o j e d e d  C B R F  E a r n i n g s  

1 / N e w  R e v e n u e s

£ 2 A v e n u e s  P r o j e c t e d  I n  F i v e  Y e a r  B u d g e t  S t r a t e g y )

0 . 0

Q*Q
2 , ; ; i 3 . 7

2 . 2 1 3 . 7

1 2 5 . 0

£*Q
2 . 1 3 8 . 5  

2 , 1 3 8  5

9 8 . 1

6 6 . 0

2 . 2 0 1 . 0  

2 , 2 2 1  8

_____ i___  . —

9 9 . 5

6 8 . 0

2 . 2 3 0 . 5  

2 . 2 7 4  0

1 0 6 . 6

7 0 . 0

2 . 2 1 5 . 9  

2 2 7 0  0

1 1 2 . 0

2 2 * 2

2 . 1 9 5 . 6

2 . 2 4 0 0

ExDondituroi
1 / O p e r a t i n g  

1 / D e b t  S e r v i c e  

1  / C a p i t a l

2 . 2 1 8 . 1  

1 0 9 . 4  

1 1 6 . 0  

n  n

2 . 1 9 2 . 2  

9 3 . 1  

1 0 0 . 1  

0  0

2 . 1 3 1 . 5  

9 1 . 0  

1 0 0 . 0  

( 2 3  6 )

2 , 0 8 9 . 7

8 2 . 8

1 0 0 . 0

( 2 8 . 6 )

2 . 0 6 6 . 4

6 6 . 1

1 0 0 . 0

( 2 8 . 6 )

2 . 0 5 3 . 6

4 8 . 9

1 0 0 . 0

( 2 8 . 6 ) 1
j 4 / ( L o s s )  P r o g r a m m e d  C a p i t a l  P r o j e c t s  o t  b t - t - A ___________________________ ____

1/ S p e c i a l  s / T r a n s f o r  s / F u n d  C a p i t a l i z a t i o n s  

1 / R e v i s e d  P r o g r a m s / S u p p l o m e n t a l s

Total Expenditure*
( T o t a l  O n  B u d g e t  E x p e n d i t u r e s  P r o j e c t e d  I n  F i v e  Y e a r  B u d g e t  S t r a t e g y )

1 8 . 6

43*0
2 . 5 0 5 . 1

2 . 5 0 5 . 1

1 5 . 4

1 9 2

2 . 4 2 0 . 0

2 . 4 2 0 0

1 7 . 5

2 £ L Q

2 , 3 3 1 . 4

2 , 3 6 0 0

1 7 . 5

2 0 . 0

2 . 2 8 1 . 4  

2 . 3 1 0  0

1 7 . 5

£ 2 * 2

2 . 2 4 1 . 4

2 . 2 7 0 0

1 7 . 5

2 0 . 0

2 . 2 1 1 . 4  

2 . 2 4 0  0

1/FxDcnditurp Reduction Irom  P to v lQ U iH  
1 / A s  o  %  o l  T o t a l  E x p e n d i t u r e s

(55*11
- 3 . 4 0 * / .

( 8 3 . 6 )

• 3 . 6 6 %

1 5 0 . 0 )

• 2 . 1 4 %

( 4 0 . 0 1

• 1 . 7 5 %

( 3 0 . 0 )

• 1 . 3 4 %

1/Projected F]y«i r.nn/Surplus) • from CBRE  
( P r o j e c t e d  F i s c a l  G a p  I n  1 0 / 2 / 9 6  F i v o  Y e a r  S t r a t e g y )

29L4
2 9 1 4

221*5
2 8 1  5

m  a
1 3 8  2

50*9
3 6  1

25*4
0 0

15*0
0 0

CBRF B»ainn!na Dolenoa 
t / P r o j e c t e d  E a r n i n g s  

1/ T r a n s f e r s  t o  G e n o r o l  F u n d  

5 / T r a n s l e r s  t o  E d u c a t i o n  F a c i l i t i o s  F u n d  

( / A d d i t i o n a l  S e t t l e m e n t  D e p o s i t s  

1 / N e t  o f  S w e o p  P r o v i s i o n s

1 / P r i n c i p a l  t o  F u l l  F i s c a l  G a p  [ T r a n s f e r s  ( l c  y f r o m  b u d g e t ]  

CBRF Ending Balance

2 , 1 3 5 . 4  

1 2 4 . 6  

0 . 0  

0 . 0  

5 5 1 . 5  

( 2 0  5 )  

(291.41

2*422*5

2 . 4 9 9 . 6

1 2 5 . 0  

( 1 2 5 . 0 )

( 1 . 2 0 0 . 0 )

3 5 0 . 0  

0 . 0

1 2 8 1 . 5 )

1*362*1

1 . 3 6 8 . 1

9 8 . 1

( W . 1 )

0 . 0

1 5 0 . 0

0 . 0

( 1 3 0 . 3 )

1 . 3 8 7 . 8

1 . 3 8 7 . 8  

9 9 . 5

( 9 9 . 5 )

0 . 0

1 5 0 . 0

0 . 0

( 5 0 . 9 )

1.496.9

1 , 4 8 6 . 9

1 0 6 . 6

( 1 0 6 . 6 )

0 . 0

1 0 0 . 0

0 . 0

( 2 S . 4 1

1.561.5

1 . 5 6 1 . 5

1 1 2 . 0

( 1 1 2 . 0 )

0 . 0

1 0 0 . 0

0 . 0

( 1 5 . 8 )

1*5412

fi Education Facihtioi Fund
a / B e g i n n i n g  B a l a n c e

b Tr»n»f«r From CBRF.(To) Revenues. EFFA Dividend (tine 2)
c / E w n i n g s  

d / B o n d  P r o c e e d s  

o ' O o b t  S e r v i c e

I / S c h o o l  C o n s l r u c t i o n / M a i n t e r u n c o  

Education Fee. Fund End,no Balance

0 0 0 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0 1 . 2 0 0 . 0

0 . 0 1 , 2 0 0 . 0 ( 6 5 . 2 ) ( 4 2 . 0 ) ( 1 6 . 7 ) ( 1 8 . 7 )

0 . 0 0 0 8 8 5 8 8 . 5 8 8 5 8 8 5

0 0 0 . 0 2 0 2 . 6 2 0 2 . 6 2 0 2 . 6 0 . 0

0 0 0 . 0 ( 2 3 . 3 ) ( 4 6 5 ) ( 6 9 8 ) ( 6 9 8 )

2 * 2 2 * 2 ( 2 0 2 . 0 ( 2 0 2 . 0 ( 2 0 2 . 0 2 * 2

0 . 0 1 . 2 0 0 . 0 1 . 2 0 0  0 1 . 2 0 0  0 1 . 2 0 0  0 1 . 2 0 0 . 0

7 / C o r . s o h d a t e d  C B R F / E d .  F o e .  F u n d  B a l a n c e s  

( 1 / C B R P  f  n d m g  B a l a n c e  p r o j e c t e d  i n  O c t o b e r  2  B u d g e t  S t r a t e g y )  

B / C u m u i a t l v e  G a i r V ( l o s s )  I n  n e t  R e v e n u e s  w i t h  E F  F u n d  

^Cumulative Capital A n s e t a  A c q u i r e d  (Conat/ucUonMelnt)
10/Total Caollal end C ith  A m tl /.CBBE
(t CBRF Endng Balance projected w October 2 Budget Strategy)

11 /Cumulative Galn/tLoss) with E F  F u n d

2 . 4 9 9  6 2 . 5 6 e . l 2 . 5 8 7 . 8 2 . 6 8 6  9 2 . 7 6 1 . 5 2 . 8 4 5 . 7

2 _ 4 M . f i
? S 7 < )B 2 4 2 L B 2  6 0 7 . 5 u r n

0 . 0 0 . 0 8.0 ( 6 9 ) ( 4 6 . 0 ) ( 8 8 . 0 )

0*2 0*0 243.7 4fiZ*4 ZJlL I ZJLLI

2*499*5 2.560.1 2*511*5 3.174.3 3*492*6 3 5Z5J5

2 4 M . f i 2J&L1 2  5 7 9  8 u r n 2 1 2 L S 2.8112

±&Q ±Q*Q +251.7 +480.5 +685.1 ♦643.1

t n m



\lil>ko ( on/yriiu i- nf Win on
217 Second Street, Suito 200* Juneau. Alaska 99801 «Tel (907)586*1325, Fax (907-463-5480

A  Resolution of the Alaska Conference of Mayors and the 

Alaska Municipal League Board of Directors

A  R E S O L U T I O N  U R G I N G  T H E  G O V E R N O R  A N D  

T H E  L E G I S L A T U R E  T O  F I X  A N D  I M P R O V E  A L A S K A ’S  

D E T E R I O R A T I N G  S T A T E  A N D  L O C A L  P U B L I C  F A C I L I T I E S

W H E R E A S ,  it is well documented that Alaska's public facilities arc severely deteriorating and some arc 

inadequate, including state and local roads, schools, harbors, ports, university, prisons, water, 

sewer, and drainage systems, public buildings, etc.

W H E R E A S ,  the most costly mistake that Alaska can make for future generations is failing to adequately 

maintain our public facilities. Failure to lake care ofour public facilities is mortgaging Alaska's future 

by allowing required repairs to escalate in severity and cost which must be paid for at a future 

date.

W H E R E A S ,  it is not in the best interest of the people of Alaska to require local property taxpayers to 

shoulder the burden of fixing and improving Alaska's public facilities. Local taxpayers must first pay 

federal income taxes before their earnings can be used to repair public facilities, w  hilc the state 

can use public funds that arc not subject to federal income taxes.

N O W ,  T H E R E F O R E  B E  IT R E S O L V E D ,  the Governor and the Legislature arc urged to:

1. Support the implementation of the Education Facilities Financing Authority (SB 37) to meet the 

backlog of Uni vcrsity and school deferred maintenance and improvement needs;

2. Support a public facilities financing mechanism (SJR 21) to meet the backlog ofdcfcrred mainte­

nance and improvement needs for state and local roads, harbors, ports, airports, prisons, water, 

sewer, and drainage systems, public buildings; etc.

3. The existing Municipal Capital Matching Grant Program is recommended as a fair distribution 

mechanism for capital project funds to communities as it docs not require any substantial new state 

administrative costs.

Passed ar.d Approved April 1,1997, 

at the A M L / A C o M  Legislative Conference in Juneau, Alaska

C /jk/U fconVrt»»M 97 pmh

email am i£ptialjUa net



A l a s k a  E d u c a t i o n  F a c i l i t i e s  
F i n a n c i n g  P r o g r a m

S e n a t e  B i l l :  S S S B  3 7  

H o u s e  B i l l :  C S H B  2 1 6



O b j e c t i v e s

• Fund a designated State share of urban and rural 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, or by G.O. Bonds.

• Provide for resumption o f  reimbursement of net debt service for 
school bonds of organized municipalities under formal reimbursement 
agreements, and provide for continuing this funding indefinitely without 
annual appropriation and without impacting the balanced-budget plan.

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

• Fund necessary school construction by means other than G.O. 
bonds. G.O. bonds: a) could not be issued until after the 1998 election and 
2) would be a one-shot affair.

• Protect a portion ($1.2 billion) of the Constitutional Budget Reserve 
Account for future use.



Education Facilities Financing Structure

Constitutional Budget 

Reserve

Ro-.ippropri.Ulon

Educational Facilities 

F u n d

T
Dobl Service 

1
R e v e n u e  B o n d  

Proceeds

Direct School 

Construction Funding*

■Corpus of Fund*

■Investment Earnings----

Fund Management />y 
Permanent Fund 

Coriwration Under /IS
Investment Securities

RcimburM'mcnt Contracts

M u  ticipal School 

Construction B o n d s  

Debt Service 

R e i m b u r s e m e n t *

1
University of Alaska 

Capital Projects &  

Deferred Maintenance 

B o n d s  Debt Service 

R e i m b u r s e m e n t *

* Sjiecific projects and reimbursement Contracts must be authorized by the legislature 

before the F.d. Fac. fund can enter a funding or reimbursement contrail.



An ONGOING Solution
• Future legislatures could continue to authorize more bonds and 

reimbursement agreements within the financial capabilities of the 
education facilities fund. The authority would have bonding capacity 
equal to or exceeding the initial capitalization, without risking the original 
corpus appropriated to it.

• Under reasonable projections o f future demands on the fund, and 
prudent management, the assets o f  the corporation 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.



Effects on Closing the 'Fiscal Gap'
• Adding the SSSB 37 /  HB 216 EFFA methodology does not significantly slow the reduction of the 
"fiscal gap." In fact, it provides a surplus in FY2001. The methodology can be readily meshed 
with the legislative majority Five Year Strategy, without causing significant changes — while 
providing $731 million in construction & major maintenance at the same time.

Annual Fiscal Gap
E1S£ LY-Z7. E X a i FY99 FYOO FY01

10/2/96 Five Year Strategy 291.4 281.5 138.2 36.1 0.0 0.0
CSHB216 Added 291.4 281.5 130.3 50.9 25.4 15.8



Effects on the Budget Reduction Plan
• Adding the SSSB 37 EFFA methodology allows the FY98 General Fund budget to be cut by more
than the Five Year Strategy, while still providing the identical services (because the Ed. Fac.
Finance Authority provides deferred maintenance and construction that would otherwise be 
funded by the General Fund Capital budget).

Annual Budget Cuts - Same Services Provided
FY97 FY98 FY99 E 1 M  EXQJ.

10/2/96 Five Year Strategy ( 85. 1)  ( 6 0 . 0 )  ( 50. 0)  ( 4 0 . 0 )  ( 30. 0)
CSHB216 Added ( 85. 1)  ( 8 8 . 6 )  (50.0)  ( 4 0 . 0 )  ( 30. 0)

FY97 FY98 FY99 FYOO FY01

0.0 •
( 10. 0)  -
(20. 0)  •

( 3 0 . 0 ) *
( 4 0 . 0 ) -

( 50. 0)  •
( 6 0 . 0 ) -

( 7 0 . 0 ) -

( 8 0 . 0 ) -

(90 0 ) J
_____

□ 10/2/96 Fivo  Yoar Strategy Q  CSH B  216 Added

A n n u a l  Percent Budget Cuts - S a m e  Services Provided

FY97 FY98 FY99 FYOO FYOt
Fivo Year Strategy - 3 . 4 0 %  - 2 . 4 8 %  - 2. 1 2 % - 1 . 7 3 %  - 1 . 3 2 %
CSHB216 Added - 3 . 4 0 %  - 3 . 6 6 %  - 2. 1 4 % - 1 . 7 5 %  - 1 . 3 4 %



S u m m a r y

SSSB  37 
C SH B  216

• Delivers Present Value
—  M e e t s  n e e d s  a s  t h e y  o c c u r

• Continues year after year
- -  N o  a n n u a l  G e n e r a l  F u n d  a p p r o p r i a t i o n s  r e q u i r e d

• No new taxes - Meets budget plan
- -  R e a d  m y  l i p s

• Protects CBR
—  P r i n c i p a l  i s  n e v e r  s p e n t ,  e a r n i n g s  r e t u r n e d  t o  C B R

• Enhances Municipal Credits
—  R e i m b u r s e m e n t  C o n t r a c t s  v  a n n u a l  a p p r o p r i a t i o n s
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Spon so r  S t a t em e n t
H B  2 1 9

H B  219 will allow Alaskans to choose chiropractic services notwithstanding the 
positions of their health maintenance organizations or gatekeepers. This bill 
will give Alaskans the right to choose their o w n  initial treatment for their 
health services.

Managed Care Plans are one of the many solutions that have been suggested to 
control ever-rising health care costs. There are several types of entities 
under the umbrella of managed care, one of which is called a Health 

Maintenance Organization or H M O .  Within the last 6 months, several articles 
in national magazines have been written documenting the abuses within 
H M O s .  Examples of these abuses include dismissing mothers and new-borns too 
soon and gag clauses in the contract between the H M O  and a participating 
doctor that limit what information the doctor can tell the patient about
treatment options.

H M O s  attempt to control the cost of health care by requiring all participants to 
initially go through a gatekeeper. A  gatekeeper is usually a Medical Doctor or
Registered Nurse who listens to the health complaint and refers the enrollee to
the appropriate health care provider. There has been a long-standing
animosity between traditional Western medicine and the chiropractic 
profession. This has improved in recent years but the prejudice still exists. 
M a n y  times a gatekeeper will not refer a patient to a chiropractor even if the 
H M O  plan covers chiropractic services and even if such a referral would be 
the most effective means of solving the health complaint.

The issue this bill addresses is one of fairness. It would require that Health 
Maintenance Organizations allow their clients to sclf-rcfcr to a chiropractor, 
thus guaranteeing a patient’s right to these types of services. It also contains 
language stipulating that an H M O  cannot limit a health care provider from 
disclosure of information to a patient regarding their condition or treatment 
options. At this time, there are no H M O's operating in Alaska but this bill is 
being introduced in order to assure fairness and access in the future.

Juneau Office <907> 465-J777 Toll Free 1-800-861-KOTT<56S8) Fax (907)465-2819 
Faule Rixrr Office (907i 694-8944 Fax (907) 69-1-8945 E-Mail: rrprcxcnlative_pete_kolt(£lcgi* Matc ak u*

R e p r e s e n t a t i v e  P e t e  K o t t

SPONSOR STATEMENT
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Sec t iona l  Analys is  
HB 219

Section I. This section is entirely new.

(a) Subsection (a) allows an enrol lee to use the services of any 

licensed chiropractor, not specifically the services of a chiropractor 

chosen by a health maintenance organization ( H M O ) .  This subsection 

states the time frame within which the chiropractor and the cnrollcc 

have to diagnose the enrollec and report back to the H M O  for follow-up 

treatment.

(b) This subsection requires the cnrollec's chiropractor to complete 

a second examination if the chiropractor determines the cnrollcc 

requires treatment beyond thirty days. The chiropractor must transmit 

the findings to the H M O .

(c) This subsection allows the H M O .  after receiving a thirty-day 

treatment report, to request a review by an alternate chiropractor. The 

reviewing chiropractor must disclose findings to the enrollec and the 

cnrollec’s chiropractor. A n y  additional charges for prescribed treatment 

m a d e  by the alternate chiropractor will be paid by the H M O .

(d) This section limits preventative treatment by the enrollee’s 

chiropractor to two visits per month once the cnrollec’s treating 

chiropractor and reviewing chiropractor have agreed that the enrol Ices 

condition has stabilized. If the cnrollec's chiropractors disagree on the 

cnrollec's treatment then the H M O  and the enrollec will jointly select a 

third chiropractor within sixty days of the initial appointment with the 

treating chiropractor. T h e  cnrollcc is allowed to continue receiving 

treatment by the treating chiropractor until the third chiropractor’s 

opinion is received in writing. The third chiropractor’s opinion on the 

enrollec is binding on both the enrollec and the H M O .  This subsection 

docs not apply if a n e w  documented injury or a substantial exacerbation 

of the cnrollec’s previous primary complaint occurs.

R e p r e s e n t a t i v e  P e t e  K o t l

Junruu Office (907, 4M.J777 Toll Free |.B00-86I KOTT<568X) Fa» (907|465-2H|9 
K srIc River Office |907| 6U4 X'<44 Fax ,‘Xi7ihV4hu.is E-Mail: reprcvenutivc.pclc.koiiwlcgK.tiatc ak u*
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Revision Dale:____________________________________________ Dept. Attected: EDUCATION_________________________
Title An act relating to the establishment and________ BRU: Teaching and Learning Support__________
______________operation ot charter schools___________________ Component: Quality Schools________________________
Sponsor Representative Ve2ey________________________ ____________________________________________________
Requester: House Health. Education & Social Services COMPONENT SERIAL NO. _____________________2147

STA TE O F A L A S K A  BILL NO. HB 229___________________
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E x p e n d itu r e s / R e v e n u e s :________________________________ (Thousands ol Dollars)
OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03

PERSONAL SERVICES 71.6 71.6 71 6 71.6 71.6 71 6
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ANALYSIS: (Attach a separate page if necessaryi
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stall to work with the new Board ol Charier Schools, the public and school districts and coordinate with the state Board 
ol Education in preparing and reviewing applications, responding to questions, and assisting in appeal procedures 
when necessary Costs include establishing an Education Specialist II. Range 21 A. travel for one lace to face 
meeting per year, contractual (or audio conferences phone, tax. printing and mailing: and supplies
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A la s k a  S ta te  L e g is la tu r e
H o u s e  o f  R e p r e s e n t a t i v e s
E-M ul: Repreienunve AlfVc;e)r9LEGiS tuic.ak.ui

Official Business

1 19 N. Cushman. Suite 2 11 
Fairbanks. AK 99701 
(907)-456-50SI 
Fas* (907M56-3245

Interim Addrtu:

State Capitol 
Juneau. AK99S01-I182

(907M65-37I9
FAX* (907H65-3258

Session Address: 
Room 13

Representative Al Vezey

HB 229 CH A RTER  S C H O O L S  
Sponsor Statement

E d u c a t io n  s h o u ld  b e  o u r  n u m b e r  o n e  priority. P a re n ts  a n d  e d u c a to r s  b o th  h a v e  
c o m e  to  r e c o g n iz e  tha t c h a r te r  s c h o o ls  a re  o n e  o f th e  to o ls  a va ila b le  fo r  e d u ca t io n a l  
re fo rm . E d u c a t io n a l  re fo rm  is  s w e e p in g  m o s t  o f th e  n a tio n  a n d  A la s k a  is la gg in g
behind.

R e c o g n iz in g  th is. A la s k a  a d o p te d  a ch a r te r  s c h o o l  law  in 1995. U n fo r tu n a te ly  th e  
la w  is  d e f ic ie n t  in m a n y  a r e a s  a n d  fe w  ch a r te r  s c h o o ls  h a v e  b e e n  s ta r te d . A fte r  six  
m o n th s  o f m e e t in g s  w ith  c h a r te r  s c h o o l  g ro u p s  a n d  p a re n t a n d  e d u c a to r s  w a n tin g  to  
o p e n  n e w  c h a r te r  s c h o o ls ,  w e  h a v e  c o m e  u p  w ith  th is  p ro p o sa l for s t r e n g th e n in g  o u r  
c h a r te r  s c h o o l  p ro g ra m  a n d  im p ro v in g  o u r  e d u ca t io n a l  s y s te m .

Three key fa c to r s  in e d u ca t io n a l  re fo rm  a re  p a ren ta l in v o lv e m e n t,  e d u ca t io n a l  
choice, a n d  m e a s u r in g  s tu d e n t  p e r fo r m a n ce .  H o u s e  Bill 229  a d d r e s s e s  th e s e
issues.

H B  2 2 9  s t r e n g th e n s  ex is t in g  la w  b y  c la rify in g  th a t ch a r te r  s c h o o ls  a re  p u b l ic  s c h o o l s  
e v e n  th o u g h  th e y  m a y  b e  in c o m p e t it io n  w ith  lo ca l n o n - ch a r te r  s c h o o ls .  T h e  bill 
p r o v id e s  fo r  e s ta b l is h m e n t  o f lo ca l ch a r te r  s c h o o l  b o a rd s  a n d  a s ta te  c h a r te r  s c h o o l  
b o a rd  a n d  p ro v id e s  fo r m u ltip le  w a y s  o f e s ta b lis h in g  a  c h a r te r  s ch o o l.

H B  2 2 9  p r o v id e s  fo r  e d u ca t io n a l  c h o i c e ,  m a n d a te s  s tu den * p e r fo r m a n c e  b e  
m e a s u r e d ,  e x te n d s  th e  s u n s e t  d a te  fo r  th e  ch a r te r  s c h o o l  lav/, p ro v id e s  fo r  m a x im u m  
o n  s i te  d e c is io n  m a k in g , a n d  r e m o v e s  th e  limit o n  th e  n u m b e r  of c h a f e r  s c h o o l s  tha t 
c a n  b e  e s ta b lis h e d .

M o s t  im p orta n tly , H B  2 2 9  m a in ta in s  a  m a x im u m  o f lo ca l co n tro l o v e r  e d u ca t io n .  
O n ly  if a lo ca l  b o a rd  r e je c t s  a  ch a r te r  s c h o o l  b o a rd  a p p lica tio n  c a n  a  ch a r te r in g  g ro u p  
a p p e a l  to  a  s ta te w id e  b o a rd . E v e n  w h e n  a  ch a r te r  s c h o o l  is g ra n te d  at th e  s ta te  
le v e l,  th e  c h a r te r  s c h o o l  r e m a in s  a  lo ca l s c h o o l .

S P O N S O R  S T A T E M E N T



LEG A L  S ER V IC E S
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M  E M  0  R  A  N  D  U J M  April 2,1997

S U B J E C T :  Legislation relating to the establishment and operation of charter

schools -  sectional analysis (Work Order No. 20-LS0I I0\L)

T O :  Representative Al Vezey

A T T N :  RynnievaMoss

F R O M :  JackChencw

Legislatives;

The b;ll proposes additions a. i amendments to provisions of law authorizing establishment 

of charter schools enacted by ch. 77, S L A  1995.

Current lavs prescribes one process to establish chaner schools-with concurrence or approval 

of the school board of the affected school district. Hill section 1 revises that process, it

repeals and re enacts A S  I 4 03.250 to allow panics interested in establishing a charter school 

:o obtain approval using one of the following procedures

• • preliminary approval given by the school board o! the affected school district, 

followed by final approval by the state 3oard of Education.

•• preliminary approval by a local chaner school board through a process set out in 

municipal ordinances, followed by final approval by the state Board of Education; or

-  preliminary approval by the state Board of Charter Schools (AS 14 .03 253, added 

Dy Lhe next bill section), followed by final approval by the state Board of Education, but this 

approach is only available if approval was previously denied under one of the two other 

methods or if a municipality that is a school district docs not put into effect an ordinance

providing for local charter school districts.

Hill section 2: This section sets out in greater detail two of the three mechanisms for

gaming concunencc or approval for a chaner school -

•• Existing A S  14 03 250(b), authorizing establishment of a chaner school with 

concurrence or approval of the school board of the affected school district, is revised and 

expanded and appears as a n e w  codified bill section. A S  14 03 252

S F C T f O N A i  A N A L Y S I S



•• The provisions of A S  14.03.253 sets out a new 7-mcmbcr state Board of Charter 

Schools and directs that the board prescribe a charter school application procedure. This 

section spells out the manner in which the board members shall be appointed and the nature 

of the board s responsibilities.

If a chaner school application is rejected by the school board of the affected school district 

or by the local charter school board set up by municipal ordinance, A S  14.03.254 provides 

for appeal of the rejected application to the state Board of Education or resubmission of the 

application to the state Board of Chaner Schools. If, on consideration of an application by 

the state Board of Chaner Schools, the application is denied, the decision m a y  be appealed 

to the state Board of Education.

Bill section 3. amending A S  14.03.255(a), makes various technical and conforming changes 

and adds, as a n e w  paragraph (5), the directive that, in the event of a conflict of law, 

provisions of law relating to establishment and operation of charter schools and the terms of 

a specific charter school contract prevail over genera! education law.

Rill section 4 modifies various paragraphs of A S  14.03.255(c) to refiect that contracts under 

which charter schools are to operate are to be entered into with one of the three sources 

having authority to approve establishment of charter schools, and otherwise expands on the 

content of the charter school contract. This section also directs that the contract is between 

the charter school and the municipality (where approval is given by the local charter school 

‘'card under authority of the municipal ordinance). Is that OK. or should the contract be with 

the local charter school board?

Bill section 5 adds n e w  subsections to A S  14.03.255. Under subsection (e). the authority 

giving approval for establishment and operation of a charter schooi is prohibited from 

requiring that the charter school's chief school administrator hold a valid administrative 

certificate as a condition of obtaining and holding the chief school administrator position in 

the charter school. Under subsection (0. except as to the requirement that a teacher 
employed to teach in a charter school hold a teaching certificate, the authority giving 

approval for establishment and operation of a charter school is prohibited from limiting the 

charter school’s chief school administrator from making a choice among persons to be 

employed as teachers in the charter school.

Bill section 6 modifies A S  14.03.265(b) to change the manner in which students w h o  apply 

for admission to a new charter school program are to be accepted and accommodated into 

the program A  first-come, first-enrolled requirement is prescribed.

Bill section 7, amending A S  14 03.270(b), broadens the exception from an existing 

collective bargaining agreement between a school district and its teachers or other covered 

employees to extend to exceptions explicitly set out in A S  14 03.250 -14 03.290 (charter 

school act)

Representative AI Vezey
A pnl 1997
Page 2



Bill section 8 modifies A S  14 03.275 to extend the period in which charter schools m a y  be 

authorized to operate under A S  14.03.250 - 14.03.290 (charter school act) by ten years.

Bill section 9, adding a n e w  subsection to A S  14.03.275, establishes a presumption that, if 

at the end of a five-year charter school contract period, the charter school meets or exceeds 

specific levels of achievement set out in the underlying contract, the contract is to be 

extended for a subsequent five-year period.

Bill section 10: The addition of a second sentence to A S  14.03.2S0 prohibits the State Board 

of Education from using its authority to adopt charter school program regulations to limit the 

number of charter schools that m a y  operate in the state.

Bill section 11 amends the definition of "teacher" in A S  14.03 290 to narrow the scope of 

the definition to classroom teaching situations.

Bill section 12 adds a definition for "charter school board,” identifying it as the State Board 

of Charter Schools established under A S  14.03.253.

A  third alternative to allow parties interested in establishing a charter school to obtain 

approval for a charter school is to use a mechanism that m a y  be established by municipal 

rdinance. Bill sections 13 and 14 amend the state Municipal Code (title 29) to authorize 

preliminary approval of charter schools through a municipal ordinance process for boroughs 

and for cities that are school districts.

Bill section 15: The repeal removes a provision of ch 77. S L A  1995, that terminates the 

existing law authorizing establishment and operation of charter schools (AS 14 03.250 - 

14 03.290 (charter school act)) in 2005.

Bill section 16 repeals the law authorizing establishment and operation of charter schools 

( A S  14.03.250 - 14.03.290 (charter school act)) in 2015.

Bill section 17 is a temporary law providing for the staggering of the terms of the first 

members of the state Board of Charter Schools and requiring the appointment of the first 

members within 30 days of the effective date of the Act.

Representative Al Vczey
April 1997
Page 3
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April 8, 1997

Dear Representative Vezey and Legislators,

I a m  happy to hear that H B - 2 2 9  has been introduced. I hope you will pass it this year I will help 

you any w a y  I can.

I worked to support SB-88 two years ago, because I felt that a "weak" charter school law was 

better than none. However, what I have seen this past year is that the approval process is fatally 

flawed. School Board M e m b e r s  w h o  arc not accustomed to "holding schools accountable for 

educating students" will allow charters to be approved without any goals for what students should 

learn, nor the tests to measure h o w  well those goals have been achieved. In addition, School 

Boards unnecessarily run charier proposers around in circles on issues that SB-88 exempts, such 

as textbook and curriculum. This process will only generate a new variety of schools waffling in 

mediocrity. Items needing improving in this process include:

1. AVc-iiccd an independent Board for Charter Schools " G M  should not be required to 

takes its latest design to Ford for approval", metaphorically speaking This is the case 

wh e n  charter proposals must gain School Board approval to be implemented.

2._The funding for charter students should be the same as anv District student 

Charters must serve every entitlement program, and everyone from janitors to teachers 

remain in the unions Charter students should not funded as second-class students

3. Housing must be provided to charter schools Founders and teachers should not be 

forced into real estate ventures, which pose financial and conflict of interest burdens

M y  experience, speaking with the seven different proposal groups that officially wrote letters of 

intent to propose charter schools here in Anchorage in ‘96, and several others in the rest of 

Alaska, is that the approval process is the single most important change w e  can make In addition 

to chairing one of four proposals in Anchorage that were allowed to go to a final vote. I attended 

School Board meetings and purchased videos of official meetings M y  observations include

L_Guills.fQLcdumliilg5lud{iH5 at ever; grade level every vcar. and the tests to 

measure h o w  those goals were m et, were overlooked In some cases, no 

goals at all w  ere set Tests don't matter if there were no goals for educating!

2 The dollars in the classroom versus intent to purchase, lease or rent space was not 

a serious concern _Keeping.cLass.sizc amall^wiilulollars in.thc.classiftonLmil 

uicjeascjLsiudeni!s.cliance3.Qf.bcin&AclliCihicatcd,

Please join Representative Vczey in getting HB-229 passed Approximately 4 0 %  of the schools 

in Alaska arc waffling in mediocrity, if test scores tell the story As a substitute teacher, I sec this 

first hand W e  desperately need a more independent, objective board to review and approve or 

deny charter school applications which will hold charter schools accountable for educating 

students Thank you

Linda J. S lu rp  
P.O. Box 19 0051 

A rvh w agc. AK 99519 0051 
907.245 5501 FAX  907-245 5502

SUPPORT
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University of Alaska
S t a t e w i d e  S y s t e m  o l  H i g h e r  E d u c a t i o n

T H E  A L A S K A  A D V A N C E  C O L L E G E  T U I T I O N  P A Y M E N T  F U N D

T h e  A l aska A d v a n c e  College Tuition ( A C T )  P a y m e n t  Fund, as established in 

1990 u n d e r  A f  14.40.803, w a s  created b y  the legislature to provide an incentive 

for A l askans of all ages to continue a n d  complete their secondary a n d  post­

secondary education. T h e  A C T  plan provides for future redemption or refund 

of A C T  credits for p a y m e n t  of tuition a n d  other qualified higher education 

expenses at the University of Alaska or a n y  eligible college, university or 

vocational/technical institution.

T h e  A C T  fund consists of p e r m a n e n t  fund dividend (PFD) a n d  cash 

contributions u n d e r  the terms o* an advance college tuition p a y m e n t  contract. 

U n d e r  the P F D  program, half of a participating individual's annual P F D  

dividend can be deposited directly into the A C T  fund. Currently, there are 

over 6,300 pre-paid tuition contracts in place totaling approximately 517.6 

million. T h e  C o m m i s s i o n e r  of R e v e n u e  is the custodian of the f u n d  a n d  the 

University of Alaska Board of Regents administers the program.

P.L. 104-188, signed into l a w  o n  A u g u s t  20, 1996, included a provision of the 

Internal R e v e n u e  C o d e  (Section 529) that defined the federal tax treatment of 

qualified state tuition programs, thereby clarifying the tax-exempt status of the 

A C T  f u n d  a n d  the tax-deferred status of a participant's e a m i n g s  o n  a n y  

increase in value of A C T  credits prior to actual use. Congress has given states 

with pre-paid tuition p r o g r a m s  until A u g u s t  1997 to bring their plans into 

c o n f o r m a n c e  with the n e w  law. T h e  University Board of Regents has revised 

the A C T  plan to c o n f o r m  with federal legislation; however, state statute 

c h a n g e s  are also necessary to better assure full compliance. A l t h o u g h  the 

Internal R e v e n u e  Service will m a k e  a n y  final determination, failure to pass 

c o n f o r m i n g  state legislation could result in retroactive taxation of the A C T  

p r o g r a m  a n d  its participants back to 1991 a n d  virtually eliminate the financial 

viability of the program.

S P O N S O R  S T A T E M E N T



H o u se  B ill'254
S ection a l A n a ly s is

A d v a n ce  C o lle g e  T u it io n  (A C T ) P rogram

Purpose of the bill:

T h e  bill is intended primarily to conform the state statutes related to the 

A d v a n c e  College Tuition p a y m e n t  plan with federal tax legislation passed by 

C o n g r e s s  with the help of Senators M u r k o w s k i  a n d  Stevens as part of the Small 

Business Job Protection Act in A u g u s t  1996. O n  February 14, 1997, the Board of 

Regents adopted a revised A C T  Plan w hi c h  w a s  intended to c o nform the Plan 

a n d  operation of the p r o g r a m  to the n e w  requirements. Congress has given 

prepaid tuition programs until A u g u s t  1997 to bring their plans into 

co n f o r m a n c e  with the n e w’ law. T h e  Internal R e v e n u e  Service (IRS) will m a k e  all 

determinations regarding compliance and have not yet issued a n y  regulations or 

guidelines o n  the issues. Although the university believes that the cvised A C T  

Plan adopted by the Board of Regents in February is adequate to c o m p l y  with 

the n e w  law, the proposed changes to the statute included herein will be of 

substantial assistance in m a k i n g  that argument with the IRS. Failure to c o m p l y  

with the n e w  tax law in a timely m a n n e r  could result in retroactive taxation of 

the p r o g r a m  back to 1991 a n d  destroy the financial viability of the program.

Section 1

A S  09.25.120(a) is a m e n d e d  to limit access of public records requests for personal 

identifying information of participants in the A C T  program. T h e  A C T  records 

include social security n u m b e r s  of purchasers a n d  beneficiaries and personal 

financial information regarding a m o u n t s  deposited with the F u n d  a n d  the values 

of a n y  participants interest in the program.

Section 2

A S  14.40.803(b)(2) is a m e n d e d  to eliminate unnecessary w o r d i n g  regarding 

contributions to the fund, if any.

SECTIONAL ANALYSI
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H o u s e  Bill 254, Sectional Analysis 

A d v a n c e  College Tuition P r o g r a m

Section 3

A S  14.40.803(c) is a m e n d e d  to authorize p a y m e n t s  to other eligible educational 

institutions, if p a y m e n t s  to other institutions are required. Internal R e v e n u e  

S e n d e e  (IRS) regulations are expected to provide certain safe harbor provisions 

to qualified state tuition p r o g r a m s  if p a y m e n t s  are m a d e  directly to an eligible 

educational institution. A n  "eligible educational institution" is a defined term 

u n d e r  the Internal R e v e n u e  C o d e  (Code).

Section 4

A S  14.40.805(11) is a m e n d e d  to a d d  the w o r d  "awards" in order to m a k e  the 

terminology the s a m e  as that used in A S  14.40.803(c).

Section 5

A S  14.40.809(a) L  a m e n d e d  to clarify that A C T  credits can be used for p a y m e n t  

of "qualified higher education expenses," which are defined in the C o d e  

(basically tuition, fees, books, supplies, and potentially r o o m  a n d  board at s o m e  

future time). This change is beneficial to participants in that it allows tax 

deferred savings for certain expenses in addition to pure tuition. It also limits 

the sale of tax deferred A C T  credits to purposes of funding "qualified higher 

education expenses' as required by federal law. In order for a prepaid tuition 

plan to be e x e m p t  from federal i n come tax, redemptions m u s t  be limited to use 

for "qualified higher education expenses" at an "eligible educational institution."

A S  14.40.809(a) is a m e n d e d  to clarify that students can utilize A C T  credits for 

tuition a n d  qualified expenses at other "eligible institutions." This change is 

beneficial to participants in that credits can b y  r e deemed for use at institutions 

other than the University of Alaska. It also limits the sale of tax deferred A C T  

credits to use at an eligible institution as required by federal law. In order for a 

prepaid tuition plan to be e x e m p t  from federal income tax, redemptions m u s t  be 

limited to use for "qualified higher education expenses" at an "eligible 

educational institution."

A S  14.40.809(b)(2) is a m e n d e d  to indicate that the formal Plan adopted by the 

Board of Regents is part of the contract with the purchaser. This is intended to 

e m p h a s i z e  the fact that the terms a n d  conditions of the A C T  Plan will be d e e m e d  

part of the A C T  contract.

0 4 /2 1 /9 7



H o u s e  Bill 254, Sectional A nalysis
A d v a n c e  C o lle g e  T u ition  Program

A S  14.40.809(b)(4) is a m e n d e d  to allow the Board of Regents to enter into 

reciprocal agreements with other eligible educational institutions or qualified 

state tuition p r o g r a m s  as considered beneficial by the Board of Regents. T h e  

C o d e  provides for rollover provisions w h i c h  are yet to be defined in IRS 

regulations. T h e  university believes that it m a y  be advantageous for participants 

or for qualified state p r o g r a m s  to allow reciprocal transfers of participants 

b e t w e e n  contracts, institutions, or between state programs. Although reciprocal 

agreements with Sheldon Jackson University a n d  Alaska Pacific University have 

b e e n  authorized b y  statute, uncertain tax treatment of the p r o g r a m  itself a n d  the 

benefits to participants has m a d e  consideration of any such agreement 

unfeasible.

A S  14.40.809(b)(5) is deleted as unnecessary. This provision w a s  a d d e d  to the 

statutes in an effort to seek exemption of the A C T  p r o g r a m  income tax as an 

integral part of a tax e x e m p t  instrumentality of the state. Passage of Section 529 

of the Internal R e v e n u e  C o d e  last year eliminated the need for this provision. 

T h e  c o m m i t m e n t s  u n d e r  the A C T  Plan are, a n d  will continue to be, a contractual 

obligation of the university in accordance with the terms and conditions of the 

A C T  Plan; however, the university does not intend to m a k e  A C T  participants a 

special or preferred class of creditors.

Section 6

A S  14.40.811(a)(1) is a m e n d e d  to delete the provisions related to installment 

contracts. This provision w a s  included in the law prior to d evelopment of the 

A C T  program. It w a s  intended to apply to a situation w h e r e  a purchase w o u l d  

agree to p a y m e n t  for four years of education to be paid in installments in 

a d v a n c e  of c o m i n g  to school. This provision is currently nonfunctional because 

the A C T  p r o g r a m  developed into a unitized program, w h e r e  a purchaser 

receives the n u m b e r  of units of education that were paid for rather than m a k i n g  

a contractual c o m m i t m e n t  to m a k e  p a y m e n t s  in tne future. U n d e r  the A C T  

p r ogram, there is n o  c o m m i t m e n t  to purchase or p a y  for any specified n u m b e r  of 

additional units or credits.

A S  14.40.811(a)(2),(3), a n d  (5) are a m e n d e d  to clarify s o m e  of the essential 

information w h i c h  is required for a prepaid tuition contract including n a m e  a n d  

date of birth of the purchaser a n d  the beneficiary (prospective student), the 

n u m b e r  of credits purchased, a n d  the c o m m i t m e n t  by the Board of Regents to 

provide education to the beneficiary in accordance with the terms a n d  conditions 

of the Plan.
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H o u se  Bill 254, Sectional A n a lysis
A d v a n ce  C o llege  T uition  P rogram

A S  14.40.811(a)(7) is a m e n d e d  to clarify the Board of Regents will m a k e  whatever 

terms a n d  condition are required bv the Internal R e v e n u e  C o d e  part of the 

contract with participants of the program.

Section 7

A S  14.40.817(1) is a m e n d e d  to clarify that "contract" as used in A S  14.40.803 - 

14.40.817 m e a n s  an A C T  Contract.

A S  14.40.817(2) is a m e n d e d  to m a k e  the definition of a beneficiary under state 

statute the s a m e  as the definition under the Internal R e v e n u e  Code. T h e  concept 

of residency for eligibility is u n c h a n g e d  a n d  is retained in the formal Plan 

adopted b y  the Board of Regents.

A S  14.40. 817(4) a n d  (8) are a d d e d  to adopt the s a m e  m e a n i n g  for an "eligible 

educational institution" a n d  "qualified higher education expenses" as provided 

b y  the Internal R e v e n u e  Code. These definitions are critical to federal tax 

treatment under the Code.

A S  14.40. 817(7) is a m e n d e d  to clarify w h o  is the contracting party or purchaser 

a n d  to a c c o m m o d a t e  situations w h e r e  p a y m e n t s  under a contract arc m a d e  by 

persons, such as grandparents, w h o  are not the formally n a m e d  as a purchaser or 

participant under a contract.

4 ^ 4 /2 1 /9 7



A s  A m e n d e d  a n d  Restated Effective J a n u a r y  1, 1997

A p p r o v e d  a n d  A d o p t e d  b y  the University of A l a s k a  B o a r d  of R e g e n t s

February' 1 *1 , 1997
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*
I Un ivers ity  o f  A laska

Advance College Tu ition  Paym ent Plan
As Amended and Restated Effective January I, 1997

P R E A M B L E

This a m e n d e d  and restated advance college tuition p a yment plan (hereinafter referred to as the 

"Plan" a n d  k n o w n  as the "University of Alaska Advance College Tuition Payment Plan") is 

adopted to be effective January 1, 1997, except as provided herein, by the University of Alaska 

(hereinafter referred to as the "University").

W I T N E S S E T H ;

W H E R E A S ,  the University by resolution of the Board of Regents established this 

Plan effective April 1, 1991 for the primary purpose of enhancing the University's ability to 

provide for the education of the people of Alaska; and

W H E R E A S ,  the Plan is intended to provide an incentive for younger Alaskans to 

achieve higher academic standards of performance in middle and high school; and

W H E R E A S ,  the Plan is intended to provide an incentive for Alaskans of all ages to 

continue a n d  complete their secondary’ and postsecondnry education; and

W H E R E A S ,  the Plan is intended to provide affordable access to postsecondarv 

education at the University of Alaska; and

W H E R E A S ,  the Plan is expected to m a k e  the benefit of guaranteed tuition at the 

University of Alaska available to all Alaskans; and

W H E R E A S ,  the Plan is expected to provide prepaid tuition scholarship benefits for 

Alaskan youths; and

W H E R E A S ,  the Plan is established pursuant to Alaska Statutes, including A S  

14 40.803 et scq as currently adopted or as m a y  subsequently be amended; and

W H E R E A S ,  to effectuate the Plan, the Board of Regents established a Plan 

Administrative Committee to carry out the day-to-day administration of the Plan at the direction 

of the President, and

W H E R E A S ,  the Plan is intended to be exempt from income tax under the Internal 

Revenue Code, Section 529, as a qualified state tuition program, and Section 115. as an integral 

program of the University of Alaska, an instrumentality of the State of Alaska,

N O W ,  T H E R E F O R E ,  effective January 1, 1997, except as provided herein, the 

University of Alaska Board of Regents does hereby approve and adopt this a m e n d m e n t  and 

restatement of the Plan established April 1, 1991
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Un iversity  o f A laska
Advance College Tu ition  Payment Plan
As Am ended and Restated Effective January 1. 1997

S E C T I O N  1 D e f i n i t i o n s

T h e  terms and phrases defined in this section have the following meanings throughout the Plan.

1.1 A C T  Credit or Credit - m e a n s  a unit of Tuition equivalent to one academic upper division 

resident credit hour charge at the University of Alaska purchased under an Advance 

College Tuition P a y m e n t  Contract.

1.2 Advance College Tuition P a yment Contract or Contract - m e a n s  a contract entered into by 

the Board and a Purchaser for a Beneficiary in accordance with the Plan. Contracts 

entered into on or after January 1. 1997 shall be deem e d  effective upon written notice sent 

by the Plan Administrator to the Purchaser acknowledging receipt and acceptance of the 

Purchase Price. T h e  written notice shall constitute the Contract and shall specify that the 

Plan is an integral part of the Contract.

1.3 Alternate Beneficiary - m e a n s  an individual designated to receive benefits under a

Contract if the Primary Beneficiary is ineligible to receive benefits or a refund under the 

Plan or has executed a Waiver of Rights.

1.4 Beneficiary - m e a n s  an individual designated to receive benefits under a Contract issued in

accordance with the Plan.

1.5 Board • mea n s  the Board of Regents of the University of Alaska.

1.6 Cancellation V'alue • m e a n s  an a m o u n t  equal to the Refund Value of an A C T  Credit less a 5

percent (5?c) cancellation penalty; however, such value shall not be less than the remaining 

Cost Basis of the respective A C T  Credits canceled.

1.7 C a s h  Value • m e a n s  an a m o u n t  equal to the Refund Value.

1.8 Co d e  • mea n s  the Internal Revenue Code of the United States, as it exists and m a y

subsequently be modified, or interpreted by related regulations, revenue rulings, and 

official announcements or statements of the Internal Revenue Service.

1 9  Conclusive or Conclusive Determination - m e a n s  i determination which shall be presumed

correct unless clear and convincing evidence is provided to refute such determination.

1.10 Contract Earnings • m e a n s  the annual change in value assigned to a Contract based on 

published investment index rates selected by the Board and adjusted for actuarial 

excesses/deficiencies or other adjustments as approved by the Board. The current 

approved index is the Lipper U S  Treasury M o n e y  Market Index.

1 . 1 1  Contracting Party • m e a n s  the Purchaser of a Contract or, if the Purchaser is an 

Unemancipated Minor, the person acting on behalf of the minor in contracting with the 

University to provide educational benefits to a Beneficiary and making payments to the 

F u n d  for that purpose.

1.12 Cost Basis • m e a n s  an a m o u n t  equal to the payments under a Contract, adjusted for the 

portion of such payments applied to fees, redemptions, refunds, and transfers

3



Un iversity  o f  A laska
Advance College T u ition  Payment Plan
As Amended and Restated Effective January  1. 1997

1.13 Eligible Institution • m e a n s  an accredited nonprofit postsecondary higher education or 

vocational/technical education institution which meets the criteria described in Section 

135(c)(3) of the Code. (In general, most traditional accredited nonprofit colleges, 

universities, and vocational/technical institutions meet the qualifications for an Eligible 

Institution.]

1.14 F u n d  • m e a n s  the Advance College Tuition P a y m e n t  F u n d  established under A S  14.40 803.

1.15 Graduation Incentive A w a r d  * m e a n s  a redemption p r e m i u m  payable by the F u n d  to or on 

behalf of a specified Beneficiary upon notice of attainment of a degree or certificate as 

provided in Section 6 of the Plan.

1.16 M e m b e r  O f  T h e  Family - shall have the s a m e  m e aning as given such term in Section 

2032(AXe)(2) of the Code, as follows: with respect to any individual, only (1) an ancestor of 

such individual, (2) the spouse of such individual, (3) a lineal descendant of such 

individual, of such individual's spouse, or o; a parent of such individual, or (4) the spouse of 

a n y  lineal descendant of such individual, of such individual’s spouse, or of a parent of such 

individual.

1.17 Plan * m e a n s  the University of Alaska Advance College Tuition P a y m e n t  Plan.

1.18 Plan Administrator • m e a n s  the individual^) designated by the Plan Administrative 

C o m m i t t e e  to m a k e  certain determinations and perform certain duties os specified in the 

Plan or delegated by the Committee.

1.19 Primary Beneficiary • m e a n s  an individual designated to receive be lefits under a Contract 

prior to a n y  other n a m e d  Beneficianes.

1.20 Purchase P n c e  • m e a n s  the a m o u n t  established by the Board to be paid for the purchase of 

A C T  Credits.

1.21 Purchaser * m e a n s  the person (or entity) w h o  is n a m e d  as Purchaser in the Contract or is 

d e e m e d  to be the Purchaser under Section 2.1 of the Plan.

1.22 Qualified Beneficiary • m e a n s  a Beneficiary who. at the date of the initial purcharc of A C T  

Credits, the date of redemption, or during s o m e  intervening period, is or was (1) a Resident 

or (2) a child or legal w a r d  of a Resident or a graduate of the University

1.23 Qualified Higher Education Expenses • m e a n s  tuition, fees, books, supplies and equipment 

as described under Section 529(eK3) of the Code

1 24 Redemption P e n o d  • m e a n s  the period from the Redemption P e nod Start Date to the 

Redemption P e n o d  E n d  Date

1.25 Redemption P e n o d  E n d  Date * m e a n s  the later of the fifteenth (15th) anniversary of the

Redemption P e n o d  Start Date or such other date as approved by the Plan Administrator.

1.26 Redemption Pen o d  Start-Date • m e a n s  the earlier of January 1 of the year the P n m a r y

Beneficiary enrolls at an Eligible Institution, cr January 1 of the year following the 

P n m a r y  Beneficiary's 16th birthday, but in no event earlier than January 1 of the year 

A C T  Credits under the Contract become redeemable



Un ivers ity  o f  A laska
Advance College Tu ition  Payment Plan
As Am ended and Restated Effective January  1. 1997

1.27 Redemption Value - m e a n s  the total of the accumulated payments under a Contract, 

adjusted for Contract Earnings, redemptions, refunds, fees and other adjustments as m a y  

be approved by the Plan Administrator. T h e  Redemption Value for an individual A C T  

Credit is equal to the Redemption Value of a Contract divided by the n u m b e r  of 

outstanding A C T  Credits.

1.28 Refund Value • m e a n s  an a m o u n t  equal to the Redemption Value of an A C T  Credit under a 

Contract less a 7.5 percent (7.5%) discount; however, such value shall not be less than the 

remaining Cost Basis of the respective A C T  Credits refunded.

1.29 Resident • m e a n s  an individual w h o  is living in the state of Alaska and has declared the 

intent to remain in Alaska indefinitely.

1.30 Scholarship Credit • m e a n s  a unit of credit for Tuition awarded as a prepaid tuition 

scholarship under Section 7 of the Plan.

1.31 Statement of Nonparticipation - m e a n s  a certification by a Primary Beneficiary, in a form 

acceptable to the Plan Administrator, that he or she does not plan on attending or 

continuing to attend an Eligible Institution.

1.32 Tuition • m e a n s  the basic charge established by the Board of Regents that students are 

required to pay as a condition of enrollment at the University of Alaska for courses offered 

for credit. It docs not include student fees, administrative fees, course fees, use fees, self- 

support fees, or other fees.

1.33 Tuition Guarantee Supplement ♦ m e a n s  an a m ount equal to the excess of the per credit 

Tuition Value over the average Redemption Value of the Beneficiary's A C T  Credits, times 

the n u m b e r  of A C T  Credits redeemed for Tuition at the University of Alaska for the subject 

registration period. If A C T  Credits are redeemed for graduate tuition, the n u m b e r  of A C T  

Credits redeemed, for purposes of this computation, shall be calculated at two A C T  Credits 

for each graduate tuition credit hour charge to the extent that the calculated n u m b e r  of 

A C T  Credits redeemed for Tuition does not exceed the total A C T  Credits redeemed by the 

Beneficiary for the subject registration period.

I 34 Tuition Value * m e a n s  the value of an A C T  Credit, as determined by th Board, based or.

the redemption of such Credit at the then current upper division resident undergraduate 

tuition rate at the University of Alaska for the subject registration period.

1 35 Unemancipated M  nor • m e a n s  a person under the age of 19. but excluding (1) a married

person of age 16 or older, and (2) a person of age 16 or older w h o  has been emancipated by 

court order.

1.36 University • m e a n s  the University of Alaska.

1.37 Waiver or Waiver of Rights • m e a n s  a written statement by a Beneficiary, in a form 

acceptable to the Plan Administrator, that he or she has relinquished all nghts to unused 

A C T  Credits issued under a Contract.
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S E C T I O N  2 A C T  C r e d i t s

2.1 Issuance

A C T  Credits shall be issued at the Purchase Price established by the Board. Payments to 

the F u n d  under this Plan shall be considered an offer by the Purchaser to enter into a 

Contract for the purchase of educational services at the Purchase Price established by the 

Board in accordance with the terms of the Plan. U p o n  acceptance of the offer through 

written notice sent pursuant to Section 1.2 of the Plan, A C T  Credits shall be issued in the 

n a m e  of the Purchaser, unless another individual is specifically n a m e d  as Purchaser in the 

written Contract. T h e  Purchaser will be d e e m e d  to be the Primary Beneficiary, unless 

another individual is specifically n a m e d  as Purchaser in the Contract.

P n o r  to January1 1, 1997, Alaska permanent fund dividend and other receipts for which a 

Contract had not been completed and accepted were considered under the Plan to be non­

interest bearing deposits subject to refund upon receipt of a request for withdrawal. For 

ah unapplied payments and deposits received prior to January 1, 1997, a Contract will be 

considered to have been issued under the Plan, as amended, as of December 31 of the 

initial year of receipt of funds and A C T  Credits issued at the Purchase Price for the

respective year of receipt under the criteria established in this subsection of the Plan.

2.2 M i n i m u m  Purchase

T h e  m i n i m u m  purchase of A C T  Credits under a Contract is three (3) A C T  Credits for ar. 

initial purchase and one (1) A C T  Credit for any subsequent purchase, unless otherwise 

approved by the Plan Administrator.

2.3 M a x i m u m  A C T  Credit Purchases

T h e  m a x i m u m  n u m b e r  of A C T  Credits which can be purchased by or on behalf of a 

Beneficiary shall not exceed the greater of 240 A C T  Credits or such other n u m b e r  of A C T  

Credits, as determined by the Plan Administrative Committee, based on the estimated 

n u m b e r  of A C T  Credits generally required to fund Tuition and other Qualified Higher 

Education Expenses at the University of Alaska for a period of five years.

S E C T I O N  3 R e d e m p t i o n

3.1 Redemption For Qualified Higher Education Expenses

A C T  Credits m a y  be redeemed by the Primary Beneficiary at their Redemption Value for 

p a y m e n t  of tuition and other Qualified Higher Education Expenses at the University of 

Alaska or any Eligible Institution. Such redemptions shall be limited to the estimated 

a m o u n t  required to fund Tuition and other Qualified Higher Education Expenses described 

in Section 1.23 of the Plan, os determined for each semester or registration penod by the 

Plan Administrative Committee. T h e  m a x i m u m  redemption amounts shall be published 

for each semester or general registration penod by the Plan Administrator.
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T h e  P n m a r y  Beneficiary m u s t  certify, in a form satisfactory to the Plan Administrator, 

that the proceeds of such redemptions shall he used exclusively for tuition and other 

Qualified Higher Education Expenses.

3.2 University of Alaska Tuition Guarantee Supplement

T h e  University of Alaska guarantees that, subject to the terras and conditions of the Plan, 

the Primary Beneficiary will be entitled to redeem A C T  Credits for Tuition at the 

University of Alaska regardless of the a m o u n t  paid for such A C T  Credits, the Redemption 

Value, or the cost of Tuition at the time of redemption. T h e  guarantee applies only to A C T  

Credits redeemed for Tuition at the University of Alaska.

T h e  Primary Beneficiary shall receive a Tuition Guarantee Supplement as defined in 

Section 1.33 of the Plan as a supplemental award provided for the payment or waiver of 

Tuition at the University of Alaska w h e n  the average Redemption Value of the 

Beneficiary's A C T  Credits is less than the then current Tuition Value of an A C T  Credit.

Until procedures necessary for the processing of a Tuition Guarantee Supplement can be 

implemented (estimated to be fall 1997), the Plan Administrator shall redeem A C T  Credits 

for Tuition at the University of Alaska at one A C T  Credit for each upper division credit 

hour charge, or at a prorated equivalent based on the then current tuition rates for lower 

division or graduate credit hour charges (for example, if one upper division credit hour 

charge at $77 is equivalent to one A C T  Credit, then one lower division credit hour charge 

at $70 would be equivalent to 0.9 A C T  Credits). This interim procedure is intended to 

result in a redemption similar m  value to a redemption under a Tuition Guarantee 

Supplement.

3.3 Qualification of a Beneficiary to Receive Benefits

Only a Qualified Beneficiary is eligible to redeem A C T  Credits or *o receive a Tuition 

Guarantee Supplement. A  Qualified Beneficiary is also eligible for resident Tuition for all 

A C T  Credits redeemed for Tuition at the University of AJaska, regardless of his or her then 

current residency status.

3 A  Waiting Pen o d

A C T  Credits issued after D e c e m b e r  31. 1996 m a y  not be redeemed for at least two full 

calendar years after the effective date of issuance as determined on a first-in, first-out 

basis. A C T  Credits issued p n o r  to January 1, 1997 m a y  not be redeemed for at least two 

full years after th<* effective date of issuance. T n e  effective date of issuance shall be the 

date assigned by Vic Plan Administrator, based on date of receipt of funds, proper 

execution of a Contract, or other considerations.

3.5 Order of Redemptions

To the extent eligible for redemption, A C T  Credit redemptions shall be applied 

sequentially to applicable Contracts of the Primary Beneficiary beginning with the 

Contract with the earliest effective date and the b w e s t  numbered Contract if two or more 

Contracts have the s a m e  effective date T h e  Plan Administrator m a y  approve an alternate

University of AJaska
Advance College Tuition Payment Plan
As Amended and Restated Effective January 1, 1997



order of redemption. Determinations m a d e  b> the Plan Administrator under th:s 

subsection are conclusive.

3.6 A d v a n c e  Notice of Redemption Requests

All requests for redemption must be m a d e  in writing in a form satisfactory to the Plan 

Administrator. Applications for redemption will be processed as soon as practicable after 

receipt by the Plan Administrator; however, application must be m a d e  sixty (60) days in 

advance of the expected p a yment date to allow adequate time for processing.

3.7 Alternate Beneficiary Redemption

A n  Alternate Beneficiary m a y  not redeem A C T  Credits under a Contract, unless he or she 

replaces or is substituted for the Primary Beneficiary in accordance with Section 5 of the 

Plan.

3.8 Redemption Period Extension

A C T  Credits m a y  only be redeemed during the applicable Redemption Period. The 

Redemption Period E n d  Date shall be automriically extended to December 31 of the sixth 

calendar year after appointment or substitution of a n e w  P n m a r y  Beneficiary under a 

Contract, if such date is later than the onginal Redemotion Period E n d  Date. T h e  Plar. 

Administrator m a y  approve an extension of the Redemption Period End Date w h e n  the 

circumstances causing the delay in utilization are clearly beyor.i the control of the 

bv aeficiary.

3.9 Expiration

A C T  Credits expire if not redeemed or refunded prior to the Redemption Penod E n d  Date 

as defined in Section 1.25 of the Plan. A n  expired A C T  Credit shall have no value.

S E C T I O N  4 R e f u n d s

4.1 Disability

A  refund of the Redemption Value of unused A C T  Credits under a Contract shall be m a d e  

to the P n m a r y  Beneficiary upon submission of evidence, to the satisfaction of the Plar. 

Administrator, that the P n m a r y  Beneficiary’ has become so disabled that he or she can n: 

longer complete his or her education. Determinations m a d e  by the Plan Administrator 

under this subsection are Conclusive

4.2 Death

Unless an Alternate Beneficiary is n a m e d  in the Contract, a refund of the Redemption 

Value of unused A C T  Credits under the Contract shall be m a d e  to the estate of the 

P n m a r y  Beneficiary upon submission of evidence, to the satisfaction of the Plar. 

Administrator, of the death of the P n m a r y  Beneficiary.

University o f AJaska
Advanco College Tuition Payment Plan
As Amended and Restated Effective January 1, 1997
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4.3 Attendance at an Eligible Insritution Other than the University of Alaska

A  refund of the Redemption Value of A C T  Credits shall be m a d e  to the Primary Beneficiary 

for p a y m e n t  of Qualified Higher Education Expenses during periods of attendance at ar. 

Eligible Institution other than the University of Alaska. Such refunds shall be treated as 

redemptions under Section 3.1 of the Plan.

4.4 Attendance U n d e r  Scholarships. Tuition Waivers, or Tuition Allowances

A  refund of the Redemption Value of A C T  Credits shall be m a d e  to the Primary 

Beneficiary, upon submission of evidence satisfactory to the Plan Administrator that the 

Primary Beneficiary has received a scholarship, tuition waiver, or tuition allowance 

described in Code Section 135(d)(1)(B) or (C), to the extent such refund a m o u n t  does not 

exceed the a m o u n t  of the scholarship or tuition allowance. Determinations m a d e  by the 

Plan Administrator under this subsection are Conclusive.

4.5 Attendance During a Prior Period

A  refund of the Refund Value for unredeemed A C T  Credits at an equivalency of 1.6 A C T  

Credits per academic credit hour attempted shall be m a d e  to a P n m a r y  Beneficiary upon 

submission of evidence, satisfactory to the Plan Administrator, of regular attendance at an 

Eligible Institution d u n n g  the Redemption Penod. Determinations m a d e  by the Plan 

Administrator under this subsection are Conclusive.

4.6 Attainment of a Degree D u n n g  a P n o r  Period

For Contracts issued pnor to January 1. 1997, a refund of the Refund Value for any 

u n r e d e e m e d  A C T  Credits shall be m a d e  to a P n m a r y  Beneficiary upon submission of 

evidence, satisfactory to the Plan Administrator, of regular attendance and attainment of a 

degree or certificate at an Eligible Institution d u n n g  the Redemption Period. For 

Contracts issued after D ecember 31, 1996, a refund of the Refund Value for any 

u n r e d e e m e d  A C T  Credits shall be treated as a refund for nonparticipation under Section 

4.7 of the Plan. Determinations m a d e  by the Plan Administrator under this subsection are 

Conclusive.

4.7 Failure to be Admitted

A  refund of the Refund Value for any unredeemed A C T  Credits under a Contract shall be 

m a d e  to the Purchaser, unless an Alternate Beneficiary is n a m e d  in the Contract, upon 

submission of evidence, to the satisfaction of the Plan Administrator, of the P n m a r y  

Beneficiary’s failure to be admitted to the University of Alaska after making proper 

application. For Contracts issued prior to January 1, 1997, refunds for failure to be 

admitted shall be m a d e  to the P n m a r y  Beneficiary rather than the Purchaser 

Determinations m a d e  by the Plan A dminisu ator under this subsection are Conclusive.

4.8 Nonparticipation

A  refund of the Refund Value for any unredeemed A C T  Credits under a Contract shall be 

m a d e  to the Purchaser, unless an Alternate Beneficiary is n a m e d  in the Contract, if the 

Primary Beneficiary has reached the age of eighteen and decides not tc attend or continue
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to attend an Eligible Institution or to participate in the Plan. T h e  Primary Beneficiary 

m u s t  submit a Statement of Nonparticipation to the Plan Administrator. For Contracts 

issued prior to January 1, 1997, refunds for nonparticipation 3hall be m a d e  to the Primary 

Beneficiary rather than the Purchaser, and payment shall be deferred as provided in 

Section 4.15. Determinations m a d e  by the Plan Administrator under this subsection are 

Conclusive.

4.9 A C T  Credit or Contract Cancellation

A  refund of the Cancellation Value of uny unused A C T  Credits m a y  be m a d e  to the 

Purchaser. All requests for cancellation m u s t  be m a d e  in writing, in a form satisfactory to 

the Plan Administrator, include Waivers of Rights by all Beneficiaries, and the consent of 

the Contracting Party, if the Purchaser is an Unemancipated Minor, unless such consent is 

waived by the Plan Administrator. If the Purchaser, the Primary Beneficiary, or an 

Alternate Beneficiary is an Unemancipated Minor, a legal guardian of the respective minor 

m u s t  execute the required forms or Waiver. Cancellation of the Contract or A C T  Credits 

will be at the sole discretion of the Plan Administrator. For Contracts issued prior to 

J a nuary 1, 1997, refunds for cancellation will be issued to the Primary Beneficiary rather 

than the Purchaser. Determinations m a d e  by the Plan Administrator under this 

subsection are Conclusive.

4.10 Failure to meet the Requirements of a Qualified Beneficiary

U p o n  request, a refund of the Cancellation Value for any unredeemed A C T  Credits under 

a Contract shall be m a d e  to the Purchaser, unless an Alternate Beneficiary is n a m e d  in the 

Contract, if the Primary Beneficiary has reached the age of eighteen and fails to meet the 

requirements of a Qualified Beneficiary as defined in Section 1.22 of the Plan. The 

Primary Beneficiary m u s t  execute a Waiver of Rights under the Contract. All requests for 

refunds shall be m a d e  in writing in a form satisfactory to the Plan Administrator. For 

Contracts issued prior to January 1. 1997, refunds for failure to meet the requirements of a 

Qualified Beneficiary shall be m a d e  at the Refund Value to the P n m a r y  Beneficiary rather 

than the Purchaser. Determinations m a d e  by the Plan Administrator under this 

subsection are Conclusive.

4.11 T i m e  of Purchase

A  refund of the Cancellation Value of the subject A C T  Credits shall be m a d e  to the 

Purchaser, if the refund request is received by the Plan Administrator within 90 days of 

issuance of notice of receipt and acceptance pursuant to Section 1.2 of the Plan. All 

requests for such refunds mu s t  be m a d e  in writing, in a form satisfactory to the Plan 

Administrator. If the Purchaser is an Unemancipated Minor, the request m u s t  include the 

consent of the Contracting Party, unless waived by the Plan Administrator. 

Determinations m a d e  by the Plan Administrator under this subsection are Conclusive.

4.12 Order of Refund

T o  the extent ehgible for refund, A C T  Credit refunds shall be applied sequentially to 

applicable Contracts beginning with the Contrac. with the earliest effective date and the 

lowest n u m b e r e d  Contract if two or more subject Contracts have the s a m e  effective date

University o f  A laska
Advance College Tu ition  Payment Plan
As Amended and Restated Effective January  I, 1997
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However, refunds for cancellation of Contracts under Section 4.10 of the Plan shall be 
applied on a specific contract basis as approved or determined by the Plan Administrator 
The Plan Administrator may approve an alternate order of refund. Determinations made 
by the Plan Administrator under this subsection are Conclusive.

4.13 Alternate Beneficiaries

An Alternate Beneficiary is not entitled to a refund under a Contract, unless he or she 
replaces or is substituted for the Primary Beneficiary in accordance with Section 5 of the 
Plan. The estate of a deceased Alternate Beneficiary or the guardian of a disabled 
Alternate Beneficiary shall have no right to a refund.

4.14 Refund Requests

All requests for a refund must be made in writing in a form satisfactory to the Plan 
Administrator and include, where requ'red, Waivers of Rights. Applications for refund will 
be processed as soon as practicable after receipt by the Plan Administrator; however, 
application must be made sixty (60) days in advance of the expected payment date to allow 
adequate time for processing.

4.15 Payment

Refunds shall be paid to the appropriate recipient as soon as practicable after receipt and 
approval of a request for refund or on such schedule as the Plan Administrator determines 
is reasonable under the circumstances. For Contracts issued prior to January 1, 1997. 
refunds for nonparticipation under Section 4.8 of the Plan shall be made in installments for 
up to forty-eight (48) A C T  Credits, or such other number as may be determined by the Plan 
Administrator. Installment payments for nonparticipation refunds shall commence twelve 
months following approval of the refund request and continue annually thereafter until all 
A C T  Credits under the Contract are refunded. Any undisbursed installments may be 
reinstated as A C T  Credits without penalty at any time prior to payment.

The Plan Administrator may withhold payment under any Contract for which he or she 
believes there may be a dispute regarding proper authority to request a refund. 
Determinations made by the Plan Administrator under this subsection are Conclusive.

S E C T I ON  5 T r a n s f e r  o f  B e n e f i t s
5 1 Alternate Beneficiaries

Up to three Alternate Beneficiaries could be named to a Contract with an effective date 
prior to August 20, 1996. Subsequen to that date, no Alternate Beneficiaries may be 
appointed to new or existing Contracts.

5.2 Substitution or Deletion of Beneficiaries

All requests for changes in Beneficiaries must be in writing, in a form satisfactory to the 
Plan Administrator. The Purchaser, the Primary Beneficiary, and all Alternate 
Beneficiaries must consent to the substitution of any Beneficiary under a Contract. Any 
new Beneficiary must be a Member Of The Family of the Beneficiary being replaced.

University of Alaska
Advance College Tuition Payment Plan
As Amended and Restated Effective January 1. 1997
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Deletion of a Beneficiary requires execution of a Waiver of Rights by the affected 
Beneficiary.

If the Purchaser is an Unemancipated Minor, the Contracting Party must consent to the 
substitution. In addition, if the named Purchaser, the Primary Beneficiary or an Alternate 
Beneficiary is an Unemancipated Minor, a legal guardian of the respective minor must 
execute the required Waivers or consents.

No change in Beneficiaries shall be effective until it has been approved by the Plan 
Administrator. Determinations made by the Plan Administrator under this subsection are 
Conclusive.

5.3 Replacement of a Primary Beneficiary

The next named Alternate Beneficiary shall be substituted for the Primary Beneficiary 
under a Contract at such time as the Primary Beneficiary dies, submits a Statement of 
Nonparticipation, is denied admittance to the University after proper application, or 
completes a Waiver of Rights.

The next named Alternate Beneficiary shall also be substituted for the Primary Beneficiary 
under a Contract, if there has been no activity under the Contract for any six-year period 
subsequent to the Redemption Period Start Date, and the Primary Beneficiary does not
initiate use of the A C T  Credits within one year after a notice is issued by the Plan
Administrator of the intent to substitute the n»xt named Alternate Beneficiary for the
Primary Beneficiary. The notice shall be sent at the request of the Alternate Beneficiary to 
the last reported address on file with the A C T  Office. The date of substitution may be 
extended at the discretion of the Plan Administrator. Determinations made by the Plan 
Administrator under this subsection are conclusive.

5.4 Transfers by Beneficiaries

Beneficiane3 may waive their rights under a Contract and the Plan but shall have no right 
based on their status as Beneficiary to transfer A C T  Credits or to designate other 
Beneficiaries.

5.5 Substitution of a Named Purchaser

All requests for a change in the named Purchaser must be in writing, in a form satisfactory
to the Plan Administrator, and approved by the named Purchaser being replaced. If the 
Purchaser is an Unemancipated Minor, the Contracting Party must consent to the 
replacement, and a legal guardian for the minor must execute the required approval. No 
change in the named Purchaser shall be effective until it has been approved by the Plan 
Administrator. Determinations made by the Plan Administrator under this subsection are 
Conclusive.

5.6 Death of the Purchaser

The Primary Beneficiary shall be substituted for the named Purchase* under the Contract, 
upon submission of evidence, to the satisfaction of the Plan Admini. .stor, of the death of
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the Purchaser, unless evidence, to the satisfaction of the Plan Administrator, is submitted 
in writing, within one year after the Purchaser's date of death, to the Plan Administrator 
indicating that the Purchaser's interest in the Contract was bequeathed or otherwise 
transferred upon death to another individual or entity. Determinations made by the Plan 
Administrator under this subsection are Conclusive.

S E C T I ON  6 G r a d u a t i o n  I n c e n t i v e  Awa r ds
6.1 General

As an incentive for Alaskans to complete their postsecc.idary education, a Graduation 
Incentive Award Account may be established within the Ad/ance College Tuition Payment 
Fund. The Board of Regents may allocate a portion of the actuarial excesses of the Fund, if 
any, to such account.

6.2 Award

A  Beneficiary may receive a Graduation Incentive Award for each ACT Credit redeemed 
under Section 3 of the Plan in accordance with procedures to be adopted by the Board. 
Issuance of Graduation Incentive Awards is subject to allocation of actuarial excesses to 
the Graduation Incentive Award Account.

6.3 Redemption

Upon submission of evidence, to the satisfaction of the Plan Administrator, of attainment 
by the Beneficiary of a degree or equivalent certificate at an Eligible Institution, the 
Beneficiary may request redemption of Graduation Incentive Awards for direct payment to 
the Beneficiary or for application to Tuition at the University of Alaska. The request for 
redemption shall be in writing in a form satisfactory to the Plan Administrator. A  refund 
to the Beneficiary will be subject to a 7.5 percent (7.59fe) discount, if such refund is not used 
for tuition or other Qualified Higher Education Expenses at an Eligible Institution. 'Hie 
qualifying degree or equivalent certificate must have been received within six calendar 
years after the initial redemption of A C T  Credits by the Beneficiary'. Determinations made 
by the Plan Administrator under this subsection are Conclusive.

6.4 Transfers

Graduation Incentive Awards are not transferable

6.5 Expiration

All Graduation Incentive Awards for a specified Beneficiary shall expire if not redeemed or 
refunded within six calendar years after the initial redemption of A C T  Credits by the 
Beneficiary. An expired Graduation Incentive Credit shall have no value.

University of AJaska
Advance College Tuition Payment Plan
As Amended and Restated Effective January 1, 1997
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S E C T I ON  7 P r e p a i d  T u i t i o n  S c h o l a r s h i p s
7.1 General

As an incentive for younger Alaskans to achieve higher academic standards of performance 
in middle and high school and to complete their secondary education, a Prepaid Tuition 
Scholarship Account may be established within the Advance College Tuition Fund. The 
Board of Regents may allocate a portion of the actuarial excesses of the Fund, if any, to the 
Prepaid Tuition Scholarship Account. In addition, receipts from appropriations and 
donations for tuition scholarships may be deposited to the account.

7.2 Award

cholarship Credits may be awarded to students who attend school in Alaska in accordance 
with procedures to be adopted by the Board.

7.3 Redemption

Scholarship Credits shall be redeemable in the same manner as A C T  Credits under Section 
3 of this Plan, except that Scholarship Credits are exempt from the waiting period 
described in Section 3.4 of this Plan, must be redeemed prior to purchased A C T  Credits, 
and may only be used for attendance at the University of Alaska.

The scholarship recipient must initiate use of the Scholarship Credits by December 31 of 
the year following his or her eighteenth birthday, or such later date as may be approved by 
the Plan Administrator, and continue active use (at least six Scholarship Credits per y°ar 
of the credits each calendar year.

7.4 Refunds

Scholarship Credits are not refundable, except upon termination of the Plan.

7.5 Transfers

Scholarship Credits are not transferable.

7.6 Expiration

Scholarship Credits, which are inactive for a full calendar year subsequent to the year 
following the scholarship recipient’s eighteenth birthday, shall expire as of December 31 of 
the calendar year of inactivity (use of less than six Scholarship Credits). An expired 
Scholarship Credit shall have no value. The Plan Administrator may approve an extension 
of the expiration dato of Scholarship Credits based on circumstances clearly beyond the 
control of the recipient.
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S E C T I O N  8 O t h e r  P r o v i s i o n s

8.1 Required Information

The Purchaser or Contracting Party shall be responsible for providing the following 
information to the Plan Administrator:

(a) The name, address, date of birth, anc. social security or tax ID number of the named 
Purchaser;

(b) The name, address, date of birth, and social security number of the Primary 
Beneficiary;

(c) The name, address, date of birth, social security number, and relationship to the 
next preceding Beneficiary for all Alternate Beneficiaries, if any; and

(d) The name, address, and social security numbers of the legal guardians or others 
authorized to act on behalf of an Unemancipated Minor named in the Contract as 
the Purchaser, the Primary Beneficiary, and/or an Alternate Beneficiary.

If the Purchaser or the Contracting Party fail to provide such information, the Plan 
Administrator, at his or her sole discretion, may make determinations as to the status of 
participants as Purchasers, Contracting Parties, or Beneficiaries, and to the proper 
application of payments to Contracts. The Purchaser shall be deemed to be the Primary 
Beneficiary, unless another individual is named in the Contract. Determinations made by 
the Plan Administrator under this subsection are Conclusive.

82 Miscellaneous

(a) For purposes of the Contract and the Plan, if the Purchaser is an Unemancipated
Minor, a parent or legal guardian shall be considered the Contracting Party and 
may be required to sign all forms and relevant documents.

<b) Each Contract shall have, and be limited to, one named Purchaser, and to one
Contracting Party if the Purchaser is an Unemancipated Minor.

(c) A  Contract shall have no more than one named Pnmary Beneficiary at any one 
time.

(d) A  Purchaser and/or Beneficiary may have more than one Contract under the Plan.

(e) Purchase of A C T  Credits may only be made in cash, including dividend distributions 
from the Alaska Permanent Fund.

(0 Neither the Purchaser, the Contracting Party, nor any Beneficiary shall have
control of the investment of any funds under this Plan.

(g) Transaction processing and other authorized fees may be deducted from the
Redemption Value of a Contract, in accordance with procedures approved by the 
Plan Administrative Committee.
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8.3 Expenses and Assistance

All reasonable expenses which are necessary to operate and administer the Plan as 
determined by the Plan Administration Committee may be paid from earnings of the Fund

8.4 Limitations on Assignments

Benefits under the Plan and a Contract may not be assigned, sold, transferred, or 
encumbered except as provided by law and the Plan, and any contrary attempt to do sc 
shall be void. The interest of a Beneficiary in benefits under the Plan or Contract shall no: 
be subject to debts or liabilities of any kind and shall not be subject to attachment 
garnishment, or other legal process, except as provided by Alaska Statute or federal law.

8.5 Masculine and Feminine, Singular and Plural

Whenever used herein, the masculine pronouns shall include the feminine, and th* 
singular shall include the plural whenever the context shall plainly so require.

8.6 No Additional Rights

No person shall have any right in or to a Beneficiary’s interest in a Contract, or any par. 
thereof, or under the Plan, except as and only to the extent expressly provided for in the 
Plan. Neither the establishment of the Plan, the granting of a tuition or scholarship 
benefit, nor any action of the University related to the Plan or of the Plan Administrative 
Committee shall be held or construed to confer upon any person any right to be or continue 
to be a student at the University Nothing in the Plan or the Contract shall be construed 
expand a student’s rights beyond those provided in University policies, regulations and 
other applicable documents.

8.8 Governing Law

This Plan was adopted pursuant to Alaska Statutes and the Internal Revenue Code which 
are subject to modification and changes in interpretation from time to time. The provision* 
of law and authoritative interpretations shall take precedence over any provisions of the 
Plan. The Plan, as may be amended from time to time, shall take precedence over any 
provisions of the Contract or written representations, and the Plan, as so amended, and the 
provisions of law and authoritative interpretations thereof are expressly made part of the 
Contract. Representations which are not expressly made part of the Contract and 
promotional and informational materials are non*authoritative and shall have r.: 
precedence over any provision of the Plan or Contract. The Plan shall be construed ir. 
accordance with applicable federal law and the laws of the state of Alaska. Jurisdiction for 
any litigation arising out of the Plan shall be solely in District or Superior Court ir. 
Anchorage or Fairbanks, Alaska.

8.9 Income Tax Withholding Requirements

Benefit payments made under the Plan may well be subject to income tax reporting or 
withholding requirements No representations, expressed or implied, are made herein as 
to the taxability of benefits or tax status of any aspect of the Plan



8.10 Severability

If any provision of the Plan shall be held illegal or invalid for any reason, such 
determination shall not affect the remaining provisions of the Plan which shall be 
construed as if said illegal or invalid provision had never been included.

8.11 Correction of Errors

In the event an incorrect amount is paid to or on behalf of a Purchaser or Beneficiary, such 
amount may be recovered from the respective Purchaser or Beneficiary, or any remaining 
balances or payments may be adjusted to correct the error. The processing of adjustments 
resulting from clerical errors or other causes which are dc minimis in amount may be 
waived at the discretion of the Plan Administrator.

8.12 Reports

Records for each Contract and Beneficiary under the Plan shall be maintained on a 
calendar-year basis. As of December 31 each year, the University will send each Primary 
Beneficiary and each Purchaser a report summarizing the status of their A C T  Credits, 
Graduation Incentive Awards, and Scholarship Credits at the address on file with the Plan 
Administrator. If, within 90 days after issuance of such reports, the Beneficiary' or 
Purchaser makes no written objection to the Administrative Administrator, the report 
shall be deemed correct.

8.14 Plan Year

The plan year shall be the twelve consecutive month period beginning January 1 and 
ending December 31. There shall be a shcrt plan year from April 1, 1991 to December 31. 
1991.

8.15 Notices to Purchasers and Beneficiaries

Notices and other communications to the Purchaser, the Beneficiaries, or the legal 
guardians of Beneficiaries, required or contemplated under the Contract or the Plan shall 
be effective when mailed, postage prepaid, to the address of the Purchaser or the 
Beneficiary on file with the Plan Administrator. It shall be the responsibility of the 
Purchaser and the Beneficiary, or his or her legal guardian, to notify the Plan 
Administrator of all changes in name, address or legal guardian.

8.16 Notices to the Plan Administrator

Notices and other communications to the Plan Administrator or Plan Administrative 
Committee required or contemplated under the Contract or the Plan shall be effective 
when received at the Office of The Plan Administrator, Advance College Tuition Payment 
Plan, University of Alaska, Butrovich Building, P.O. Box 755120, 910 Yukon Drive. 
Fairbanks, A K  99775*5120 or juch other address as provided by the Plan Administrator.

University of Alaska
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S E C T I O N  9 A d m i n i s t r a t i o n  O f  T h e  P l a n

9.1 Advance College Tuition Payment Plan Committee

The Advance College Tuition Payment Plan Administrative Committee (Committee) is 
established to carry out the day-to-day administration of the Plan at the direction of the 
President of the University. The Committee, through the President, is delegated the 
responsibilities and duties as set out in the Plan. The President shall appoint three or 
more persons to be members of the Committee. Any member may resign by delivering 
written resignation to the President and to the Committee chair. The President may 
remove or replace any member of the Committee at any time. No member of the 
Committee who is an employee of the University shall receive additional compensation 
with respect to such service.

9.2 Organization and Procedures

The President shall designate a Committee chai- from the members of the Plar. 
Administrative Committee. The chair of the Committee shall be the agent of the Plan for 
service of legal process. All reports required by law may be signed by the chair on behalf c: 
its members.

The Committee shall appoint a secretary, who may or may not be a member of the 
Committee. The secretary shall have the primary responsibility for keeping a record of a’.‘. 
meetings and acts of the Committee and shall have custody of all documents, the 
preservation of which shall be necessary or convenient to the efficient functioning of the 
Committee.

9.3 Authority of the Plan Administrative Committee

The Plan Administrative Committee shall have all powers necessary' or appropriate tc 
carry out its duties. Any interpretation or action by the Committee with respect to the 
Plan and its administration shall be conclusive and binding upon any and all parties and 
persons affected hereby, subject to the exclusive review procedures set forth in Section 9 5 
of the Plan.

9.4 Duties of the Plan Administrative Committee

The Plan Administrative Committee shall administer the Plan in accordance with law ar.c 
the terms of the Plun and Contracts. The Committee shall perform all such duties as are 
necessary to supervise the administration of the Plan and to control its operation in
accordance with the terms thereof, which may include, but not be limited to. the following-

(a) adopt by-laws for the regulation of its affairs and administrative rules for the 
operation of the Plan;

(b) accept Contracts;

(c) inteipret the Plan and determine any question arising under the Plan, or in
connection with the administration or operation thereof.

(d) determine the eligibility for participation in the Plan,

IS



(e) determine the eligibility of any Beneficiary for benefit redemption, refund tr 
transfer;

(f) approve or deny deletions or substitutions of Beneficiaries under Contracts;

(g) establish fees and transaction charges for the administration of Contracts and the 
Plan;

(h) establish an amount which represents a reasonable allowance for Qualified Higher 
Education Expenses for a full-time undergraduate student at the University based 
on a 15 academic credit hour workload;

(i) solicit nominations for and make recommendations on the award of Scholarship 
Credits under Section 7 of the Plan;

(j) separately account for A C T  Credits, Graduation Incentive Awards and Scholarship
Credits for each Beneficiary under the Plan;

(k) review and report to the Boaru the finances and the actuarial soundness of the Plan
on a periodic basis;

(I) respond to inquiries from the President and the Board regarding the Plan ar.d
related activities;

(m) recommend to the President or the Board, amendments to the Plan it deems
necessary;

(n) appoint a Plan Administrators) to perform certain duties as specified in the Plan or
delegated by the Committee; and

(o) in accordance with University budget, employment, and procurement policies,
regulations and procedures employ and engage such persons, counsei and agents, 
and obtain such administrative, clerical, legal, auditing, and actuarial services as it 
may deem necessary in carrying out the provisions of the Plan.

9.5 Dispute Procedure

(a) Requests for Determination

Any time a determination of eligibility for participation, transfer, refund, redemption, 
receipt of benefits, or an interpretation of Plan provisions is disputed, or a Purchaser or 
Beneficiary is adversely affected by an action of the University, the Plan Administrator or 
the Plan Administrative Committee, the individual so affected (hereinafter 'Claimant') 
may submit a claim in writing to the Plan Administrator. Such claim must be made within 
a reasonable time, but in any event within one year of the subject determination, 
challenge, interpretation, or action. The Claimant must fully explain the basis for the 
request, all pertinent facts, and the proposed remedy. The claim shall be assigned to a 
claim reviewer, who may or may not be a member of the Committee, appointed by the Plan 
Administrative Committee Chair. The claim reviewer shall make such inquiries as he or 
she deems necessary under the circumstances. The Claimant and the Plan Administrator 
shall be notified of the claim reviewer's decision w-ithin 90 days after receipt of the claim or 
such longer period as the Plan Administrator determines appropriate under the 
circumstances. If the Plan Administrator fails to provide notice within such time por.od.
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the claim will be deemed denied. Such notice will indicate the basis for the decision or 
interpretation and an explanation of the procedure for requesting any further review.

(b) Request for Final Review

A  Claimant or the Plan Administrator who has received an adverse decision from a claim 
reviewer under paragraph (a) of this subsection, shall have tho right to request a final 
review by the Plan Administrative Committee of the decision. Such request must be 
submitted in writing to the Plan Administrator (Committee Chair, if submitted by the Plan 
Administrator) within 30 days after issuance of the adverse decision by the claim reviewer. 
The request must fully explain the basis for the request, all pertinent facts, and the 
proposed remedy. If a written request for final review is not received within such 30-day 
period, the requesting party shall forfeit his or her right to further review and the decision 
of the claim reviewer shall be final and binding upon the Claimant, the University, the 
Committee, the Plan Administrator, and all other persons involved to the maximum extent 
permitted by law. The Claimant, or a duly authorized representative of the Claimant, may 
examine all documents pertinent to the claim.

(c) Final Review of a Claim
The Plan Administrative Committee shall consider any decision upon which a request for 
final review is received in accordance with paragraph (b) of this subsection. If the claim 
reviewer for the original claim was a member of the Committee, he or she shall abstain 
from deliberating and voting on the issue. The Committee may consider such information 
as it considers necessary' and may hold a hearing, if it considers a hearing necessary', and 
shall issue a final written decision affirming, modifying, or setting aside the decision of the 
claim reviewer within 120 days after receipt of the written request for review or 160 days if 
special circumstances, such as the need for a hearing, require an extension. The Claimant 
shall be notified in writing of any such extension within 60 days following the request for 
final review. The decision of the Committee shall set forth the supporting rationale, the 
pertinent Plan provisions, and other factors upon which the decision is based. A copy of 
the final decision shall be furnished to the Claimant and the Plan Administrator. The 
decision shall be final and binding upon the Claimant, the University, the Committee, the 
Plan Administrator, and all other persons involved to the maximum extent permitted by­
law. There are no further appeals available under the Plan or within the University. 
Further review may only be obtained by filing on appeal with the superior court of Alaska 
within 30 days of the final decision in accordance with Alaska Appellate Rule 602(a;(2'. 
Decisions of the Plan Administrative Committee shall be upheld, unless arbitrary and 
capricious.

(d) Exclusive Remedy

The procedure established in this Section 9 5 of the Plan is the exclusive remedy with 
respect to any claims for money, credits, benefits or other relief in connection with the 

Plan.
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S E C T I O N  10 Amendme n t  And T e r m i n a t i o n
10.1 Amendment

Subject to any advance notice or other requirements of law, the University President is 
delegated authority to amend the Plan at any time, except for provisions which delegate 
the duties and responsibilities of the Board under law and the Plan, or may result in full or 
partial termination of the Plan.

Proposed amendments may be prepared at the direction of the Administrative Committee 
and submitted for approval to the President and the Board of Regents as applicable. 
Amendments under the Plan may be applied on a retroactive basis.

10.2 Rights of Purchasers and Beneficiaries

Notwithstanding the provisions of Section 10.1 of the Plan, no amendment will derogate or 
reduce any benefit or deprive, take away, or adversely alter any accrued right of any 
Purchaser or Beneficiary under a Contract issued pnor to the effective date of the 
amendment, except as may be, in the opinion of the Plan Administrator, required by law or 
required to achieve or preserve the status of the Plan as a qualified state tuition program 
under Section 529 of the Code.

10.3 Termination of the Plan

The Board of Regents shall have the rght to fully or partially terminate or discontinue the 
Plan or merge or consolidate the Plan with another plan at any time, subject to any legal 
requirements. Upon termination of the Plan, the Plan Administrative Committee shall 
continue to act for the purpose of complying with the prior paragraph and shall have all 
powers necessary* or convenient to the winding up and dissolution of the Plan. While so 
acting, it shall be in the same status and position with respect to other persons as if the 
Plan remained in ex.stence

10.4 Distribution of the Fund on Discontinuance or Termination of Plan

In the event of discontinuance or suspension of the Plan, the University or its successor 
shall honor all Contracts, Graduation Incentive Awards, and Scholarship Credits 
previously issued under the Plan. If the University or its successor cannot meet its 
obligations under the Contracts or the Plan or the Plan is terminated or cannot be earned 
out for any reason, the Redemption Value of all A C T  Credits sha!’ be remitted to the 
appropnate Beneficianes at the addresses on file with the Plan Administrator, after 
completion of any appropnate documentation or proceedings Distnbutions for 
Beneficianes who cannot be located and any unencumbered funds including funds in the 
Graduation Incentive Award and Prepaid Tuition Scholarship Accounts shall be forfeited to 
the University or its succossor for the purpose of awarding scholarships to Alaska 
Residents. If the assets of the Fund are inadequate to make the distnbutions desenbed m  
this subsection, such distnbutions shall be reduced by the amount of the deficiency on a 
pro rata basis after deduction of all costs of administration, and the University shall have 
no further liability

21
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S E C T I O N  I I  I n d e m n i f i c a t i o n
11.1 Limitation of Liability of the University and Others

The Board of Regents, the University, its "fficer3, employees, agents, representatives, Plan 
Administrator, or the Plan Administrative Committee shall not incur any liability to any 
person for any action taken or suffered or omitted by them under the Plan, unless taken or 
suffered or omitted in bad faith.

11.2 Indemnification of Fiduciaries

In order to facilitate the recruitment of competent fiduciaries, the University agrees to 
provide the indemnification as described herein. This provision shall apply to the Board of 
Regents, officers of the University, the Plan Administrator, the Plan Administrative 
Committee, and other individuals who may be considered Plan fiduciaries. 
Notwithstanding the preceding, this provision shall not apply and indemnification will not 
be provided for any paid consultant, independent contractor, or other agent appointed 
under the Plan nor for the Department of Revenue, its employees, agents, or 
representatives.

11.3 Scope of Indemnification

The University agrees to indemnify the fiduciaries as described above for all acts taken in 
carrying out their responsibilities under the terms of the Plan to the fullest extent provided 
by law. This indemnification is intentionally broad but shall not provide indemnification 
for embezzlement or diversion of Plan funds for the benefit of the fiduciary. The University 
agrees to indemnify the fiduciaries described herein for all expenses of defending an action, 
including all legal fees and other costs of such defense. The University shall also 
indemnify ti:e fiduciary for any monetary recovery in any court or arbitration proceeding 
In addition, if the claim is settled out of court with the concurrence of the University, the 
University shall indemnify the fiduciary for any monetary liability under said settlement.

This provision as to indemnification, except as it applies to the Board of Regents, the 
University, its officers, employees, agents, representatives. Plan Administrator, or the Plan 
Administrative Committee serving without compensation (excluding the Department of 
Revenue, its employees, agents and representatives), shall only be effective if embodied in 
an appropriate agreement with a fiduciary'
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maintained by a State or agency or instrumentality
thereof-

FEDERAL law

i 1H-11
for purposes of determining total assets under clause
(iv) of section 368(a )(2 )(F ).".

i

3 (b) EFFpCTrvE D a t e .— The amendment made by
4 subsection (a) shall apply to transfers after December 31,

I

5 1995. i
6 SEC. 1806. QUALIFIED ST A T E  TUITION PROG RAM S.

I

7 (a) IN G e n e r a l .— Subchapter F of chapter 1 (re)at-
8 ing to exempt organizations) is amended by adding at the
9 end the following new port:

10 “PAJRT V II I—QUALIFIED STATE TUITION
11 PROGRAMS

“Sec. 529. Qualified State ruiiion profran*.

12 -SEC. 529. QUALIFIED S T A TE TUITION PRO GRA MS.  .
13 "(a ) G E N E R A L  R u l e .—A qualified State tuition pro-
14 gram shall be exempt from taxation under this subtitle.

t

15 Notwithstanding the preceding :enee, such program
16 shall be subject to the taxes imposed by section 511 (relat-
17 ing to imposition of tax on unrelated business income of

I

18 charitable organizations).
#

19 “ (b) Qualified S t a t e  Tuition P r o g r a m — For
20 purposes of this section—
21 “ (1) I n general.— The term ‘qualified State 

tuition program’ means a program established and
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1H-12
1 ‘‘ (A) under which a person—
2 “ (i) may purchase tuition credits or
3 certificates on behalf of a designated beue-
4 ficiary which entitle the beneficiary to the
5 waiver or payment of qualified higher edu-
6 cation expenses of the beneficiary, or
7 “ (ii) may make contributions to an
8 account which is established for the pur-
9 pose of meeting the qualified higher edu-

10 cation expenses of the designated bene-
11 ficiary of the account, and
12 “ (B ) which meets the other requirements
13 of this subsection.
14 “ (2) Cash CONTRIBUTIONS.— A program shall
15 nut be treated as a qualified State tuition program
16 unless it provides that purchases or contributions
17 may only be made in cash.
18 “ (3) REFUNDS.—A program shall not be treat-
19 ed as a qualified State tuition program unless it im-
20 pose** a more than de minimis penalty on any refund
21 of earnings from the account which are not—
22 “ (A) used for qualified higher education
23 expenses of the designated be: r '*iaiy,
24 “ (B) made on account of the death or dis-
25 ability of the designated beneficiary, or

2
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1H-13
1 41 (C) made on account of a scholarship (or
2 allowance or payment described in section

f

3 135(d)(1) (B ) or (C)) received by the des-
4 ignated beneficiary to the extent the amount of
5 the refund does not exceed the amount of the

i

6 scholarship, allowance, or payment
7 “ (4) Separate ACCOUNTING.—A program shall
8 not be treated as a qualified State tuition program
9 unless it provides separate accounting for each des-

10 ignated beneficiary
11 “ (5) NO INVESTMENT DIRECTION.—A program
12 shall not be treated as a qualified State tuition pro-
13 gram unless it provides that any contributor to, or
14 designated benencian* under, such progrrm may not
15 direct the investment of any •••ntributions to the
16 program (or any earnings ther
17 “ (6) NO PLEDGING OF INTEREST AS SECU-
18 RITY.—A program shall not be treated as a qualified
19 State tuition program if it allows any interest in the
20 program or any portion thereof to be used as secu-
21 rity for a loan.
22 “ (7) Prohibition on excess coktzubu-

i

23 TIONS.— A program shall not be treated as a quali-
24 5ed State tuition program unless it provides ade-
25 quate safeguards to prevent contributions on behalf

3
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I

j 1H-14
1 of a designated beneficiary in excess of those nec-

I
i2 essaiy to provide for the qualified higher education
i3 expenses,1 o f the beneficiary.
I

4 “(c) T a x  T r e a t m e n t  o f  D e s i g n a t e d  B e n e -.

5 FiriARiES and Contributors.—
i

6 “ (1) I n general.— Except as otherwise pro-
7 vided in this subsection, no amount shall be inelud-
8 ible in gross income of—
9 “ (A) a designated beneficiary under a

10 qualified State tuition program, or
11 “ (B) a contributor to such program on be-
12 half of a designated beneficiary,
13 with respect to any distribution or earnings under

-

14 such program.
15 “ (2) Contributions.— In no event shall a con-

*

36 trioution to a qualified State tuition program on be-
17 half of a designated beneficiary be treated as a tax-

I18 able gift for purposes of chapter 12.
19 “ (3) D istributions.—
20 “ (A) Ln general.—Any distribution
21 undor a qualified State tuition program shall be

t

22 includible in the gross income of the distributee
23 in the manner as provided under section 72 to
24 the extent not excluded from gross income

I25 under any other provision of this chapter.
i

4
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" | 1H-15

1 . ,’ “ (B) In -k in d  d is t r ib u t io n s .—Any bene-

2 fit furnished to a designated oeneficiary under
3

j

a qualified State tuition program shall be treat-
I

4
1

ed as a distribution to the beneficiary.
5 “ (C) Change in beneficiaries.—

i

6 “ (i) R O L L O V E R S . — Subparagraph (A)
7 shall not apply to that portion of any dis-

i

8 tribution which, within 60 days of such
9 distribution, is transferred to the credit oft

10
i

another designated beneficiary under a
11 qualified State tuition program who is a
12 member of the family of the designated
13 beneficiary with respect to ^hich the dis-

•

14 tributiun was made.
15 “ ( i i )  Change i n  designated bene­
16 fic iaries .—Any cl ge in the designated
17 beneficiary of an interest in a qualified
18 State tuition program shall not be treated
19 as a distribution for purposes of subpara­
20 graph (A) if the new beneficiary is a mem­
21 ber of the family of the old beneficiary.
n•m mm “ (D) Operating rules .—For purposes of
23 tapplying section 72—
24 “ (i) to the extent provided by the Sec­
25 retary, all qualified State tuition programs

5
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1H-16
l

1 • of which an individual is a designated ben-
l

2 ' eficiarv shall be treated as one program,
«3 “ (ii) all distributions during a taxable

4 year shall be treated as one distribution,.
I
i5 and

6 “ (iii) the value of the contract, income
7 on the contract, and investment in the con-
8 tract shall be computed as of the close of
9 the calendar year in which the taxable year

10 begins.
11 “ (4) E state tax inclusion .— The value of
12 any interest in any qualified State tuition program
13 which is attributable to contributions made by an in-

i

14 dividual to such program on behalf of any d:*-
15 igu&ted beneficiary shall be includible in the gross
16 estate of the contributor for purposes of chapter 11.
17 “ (5) Special rule for applying section*
18 2503(e).—For purposes of section 2503(e), the
19 waiver (or payment to an educational institution) of
20 qualified higher education expenses of a designated

t

21 beneficiaxy under a qualified State tuition program
j

22 shall be treated as a qualified transfer.
23 “ (d) Reporting Requirements.—

i

24 “ (1) I n GENERAL.— I f  there is a distribution to
25 any individual with respect to an interest in a quali-

6
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1H-17
1 fied State tuition program during any calendar year,

I

2 each officer or employee having control of the quali-
I

3 fied State tuition program or their designee shall
I

4 make such reports as the Secretary may require re- •
5 garding such distribution to the Secretan* and to the
6 designated beneficiary or the individual to whom the
7 distribution was made. Any such report sball include
8 such information as the Seeretar* may prescribe.
9 "(2 ) TjlMING of REFORTS.—Any report re-

10 quired by this subsection—
11 11 (A) shall be filed at such time and in
12 such matter as the Secretan* prescribes, and
13 " (B ) shall be furnished to individuals not
14 later than January 31 of the calendar year fol-
15 lowing the calendar year •'» which such report
16 relates.
17 “ (e) Other Defin itions and Special R ules .—
18 For purposes of this section—
19 “ (1) Designated beneficiary .— The term
20 ‘designated beneficiary* means—

t

21 "(A) the individual designated at the com-
22 meneement of participation in the qualified

f

23 State tuition program as the beneficiaiy of
24 amounts paid (or to be paid) to the program,

I

7
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1 H - 1 8

1 • ; “ (B ) in the case of a change in bene-
2 ficiaries described in subsection (c)(2)(C), the

i

3 individual who is the new beneficiary, and
A j “ (C) in the case of an interest in a quali*
5 fied State tuition program purchased by a State
6 or local government or an organization de-
7 scribed in section 501(c)(3) and exempt from
8 taxation under section 501(a) as part of a
9 scholarship program operated by such govern*

10 ment or organization, the individual receiving
11 such interest as a scholarship.
12 “ (2) Member O F  family.—The term ‘member
13 of the family' has the same meaning given such term
14 as section 2032A(e)(2).
15 “ (3) Qualified higher education ex-
16 PENSES.—The term ‘qualified higher education ex-
17 penses’ means tuition, fees, books, supplies, and
18 equipment required for the enrollment or attendance

j

19 of a designated beneficiary at an eligible educational
20 institution (as defined in section 135(e)(3)).

i

21 “ (4) Application of section sm .—An int^r-
22 est in ft qualified State tuition program shall not be
23 treated as debt for purposes of section 514.” .
24 (b) Conforming Amendments.—

i

8
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i 1H-19
. ;

1 (1) Section 135(d)(1) is amended by striking
i

2 “ or”  at the end of subparagraph (B), by striking thei
3 period af the end of subparagraph (C) and inserting
4 or", and by adding at the end the following new
5 subparagraph:
6 s “(D) a payment, waiver, or reimbursement
7 of qualified higher education expenses under a
8 qualified State tuition program (within the
9 meaning of section 529(b)).”

10 (2) The table of parts for subchapter F of
11 chapter 1 is amended by adding at the end the fol-
12 lowing new item:

I“Part Vm. Qsalifwd State tuition programs."
13 (c) E ffective Dates.—
14 (1) I k  general.— The amendments made by
15 this section shall apply to tax;: le years ending after
16 the date of the enactment of this Act.
17 (2) Transition rule .— I f—

i

18 '■ (A) a State or agency or instrumentality
I

19 thereof maintains, on the date of the enactment
i

20 of this Act, a program under which persons
21 may purchase tuition credits or certificates on

i

22 behalf of, or make contributions for education
23 expenses of, a designated beneficiary, and

I



1 (B) such program meets die requirements
s2 of a qualified State tuition program before the

3 later of—
4 (i) the date which is 1 year after such
5 | date of enactment, or
6 (ii) the '"rst day of the first calendar
7 quarter after the close of the first regular
8 session of the State legislature that begins
9 after such date of enactment,

10 the amendments made by this section shall
11

i

applv to contributions (and earnings allocable
12 thereto) made before the date such program

i

13 imeets the requirements of such amendments
•

14 without regard to whether any requirements of
15 cuch amendments are met with respect to such>
1 6

1contributions and earnings.i
1 7 For purposes of subparagraph (B)(ii), if a State hasj
18 a 2-vear legislative session, each year of such session

i

1 9 shall be deemed to be a separate regular session of
20 ithe State legislature.I
2 1  SEC. 1807. A D O P T I O N  ASSISTANCE.

i

22 (a) I n G e n e r a l . — Subpart A of part IV of sub-
I

23 chapter A of chapter 1 (relating to nonrefundable personal
24 credits) is amended by inserting after section 22 the fol-

j

25 lowing new section:


