SCHOOL CONSTRUCTION INITIATIVE
QUESTIONS & ANSWERS

Keed for the Program; Federal Role

Question: Why is a Federa! seho! construction program nceded?. Why is ihza an appropriate
Federal role?

' €

Angswer School construction has been, and will remain, primarily a State and loeal
responsibility, The vast majority of schoo! facility needs will have 1o be met with non-Federal
resources. However, Ameries is facing a school facilities crisis and State and local governments
have not been agble, on their own, 10 deal with their construction and renovaiion needs,

The General Accounting Office has found that one-third of the Netion's schools, serving mare
than 14 mitlion students, need extensive repair or renovation of one or more buildings. About 60
pereent of schools have at least one major building festure in necd of repair. More than half have
at least one unsatisfactory environmemal condition, such as poor venulation, heating, or lighting.
Almast half have inndequate electrical wiring for computers and other technology. And finally,

just o mest growing enroliments, school districts will need ta build some 6,000 more schools b\'
the vear 2006, . ‘ T
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We owe it 1o our children to do something about these problems. But the purpose of our .
proposal is not te lake over the responsibility from States and localities. Instead, oGr bill, wt:ﬁki

provide limited, one-time support in a manner that spurs States, communities, azzé e\mn ﬁv: 5 ;";
- Yo

private seclor (o shoulder the burden and pwv:éc adequa{e school facilities far all chxidr&zz =
Number of Schoeols and Children Affeeted

Cuestion: How many schools would be built or repaired, and how many children would be
affected? x

-Angwer: Aecording 10 the GAQ, the average school reporied needing about 32 million o repair
and upgrade (o pood everal] condition. The average new elementary schoo! costs about $6
million to construct and the average secondary schoo! costs about $15 million. Assuming that
about one-quarter of the construction generated under this initiative is new schaools and the rest s
repair and upgrading of existing schools, 2 $5 billion investment ihal lttveragcs 20 b}illon In
new consiruction would pav for approximately 500 new schx _ ee1s.
This would mean that over 4 million students would be kmmzzg in safw, ?z&. zhzer, mare zzpnm»

date classrooms.




Interest Subsidy vs. Direct Support for Construction

Question: Why would the program fund interest subsidies rather than providing direct support
for scheoi congruciion?

Answer: Given the scope of the school facilities infrastructure problem — $112 billion, by GAO
estimaes, for repairs and replacement aione -- a limited grant program to cover the full cost of
school constraction projects could not begin to make an impact on the problem. By using the
Federal dollars to leverage increased State and Tocal support, we can generate o much bigger
"bang” for our "buck." Through a traditional direct grant pregram, §3 billion would bzzv only $5

“billion in eonstruction.

But with a $5 billion appropristion to subsidize the interest on constraction bonds and similar
financing mechanisms, we can "leverage" approximaiely $20 billion in construction.

. _ Federal Leveraging
Question: How will a 85 bilfion program result in $20 billion in construstion?
Angwer: Under the bill, Federal grants would pay for up to ong-half the interest cost on school
comstruction bonds, or an equivalent portion of the costif a different financing mechanism is

used; the remainder of the cost would come from non-Federal sources {State, ocal, privaie
sector). Assuming that States and localities will pay for construction using 25-year boads that

have a 3 percent interest rate (approximaicly the current average maturity and interest rate for
L 7P b i }

. municipal bonds), then one-half the interest ¢ost, calculated on a "net present value” basis, is

L,

T

equivalent to about one-quarter-of the total cost of construction. Thus, every dollar of Federal
subsidy will "leverage" three dollars in non-Federal support, and the $5 billion dppropn:ﬁzm willf,
support $20 billton in tal construction. :
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Will this Supplant State and Local Effort? . .

Question: Wou't this initiative merely pay for what States and localinves would be doing
anyway? :

Answer: Mo, in order 1o ensure that the Federal program does not merely replace non-Federal”
cffort, the bill would prohibit grantees from using the Federa) funds to supplant State and local
support for school construction. In addition, in order 1o receive a grant, cach State or locality
would have to assure the Secretary that it will increase by 25 percent, over a four-year period, the
amowuntt of school construction it undertakes with non-Federal funds, compared to the level of
expenditures for the preceding four-vear period. These provisions would ensure that the Federal
funding results in additional construction, not consiruction that would have 1aken place anyway,

Impact on Total Construction Funding -
Question: What jmpact would your initiative have on overall construction funding nationally?

Answer: Compilete, current data on the level of school construction agtivity nationally are | -
uriavailable, The most recent reliable data, from the Census Bureay, indicate that localities and
States spent about $14 billion on construction in 1992, Other reports indicate that school
construction has picked up in recent years; the current level may be close 10 $20 billion. 1 we
assume a $20 hillion level, then non-Federal activity without the Federal pregram‘wauid be $84
“<billion over zbe four-vear period 1998.2001. Thus, the additional $20 billion altributabie {o the
. ~‘Fed€:¥m ',pg:mm would increase national construction funding by 23 percent. '
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ot ;v SRy Enceuraging Local Activity ' L el
Question: How will this inftiative address the problem of local taxpévers voting down bond

issues for consiruction?
Answer: We can'y - azizé“dzm’t want o -- force local communities torspend money they don't
want (o spend, but we can encourage and reward regsponsible hehavior on the part of local
communities that choose to increase their efforts 1o upgrade their school facilities. By
“subsidizing increased spending for sahool construction, this program is structvred 1o gngourage
and reward those WM&% their efforis to improve school {acilities,
Commmunities that refuse 1o do their fair share to address the problem would not receive these
Federal funds.” '



i;npaci on Current Activity

Question: What effect will this have on existing and pending bond activity? {1.e,, will Siates and
localities defer issuing bonds %}ecgu,zse t?}ﬁy may be able 1o get a credis sabszdy 4§1¢r this bill
passes?)

Answer: The proposal, as it is struciured, should not cause any delavs in State and local
borrowing or construction activity, Graniees would be permitted to use their Federal gramts to
support constructon projects they elect 10 initiate any time beginning July 11, 1996 (the date on
which the President announced the inisiative} and ending on September 30, 2001, :

Uses of Construction Funds

Ouestion: What kind of construction projects would the funds be used for? Would the bill give
certain types of activities a prioriy?

Answer: The bill is very flexible in defining the types of construction projects that could be

" supported. Allowable activities would-inelude: (3} construction needed o ensure the health and
“safety of students {e.g., removal of environmental hazards, improvements in aiy quality, electrical
systenis, or plumbing); (2) construction needed to ensure the aceess of individuals with
disabilities; (3} construction 10 make school facilitics more energy efficient; (4} construction to
facilitate the use of modern educational technologies; (5) construction of new facilities to
accommodate enrollment growth; and

{6) canstruction projecs to faczitzmc the establishmem of charter schools and communily
schools,: « v Ly “oo '

The bill docs not set priorities among these (ypes of construction projects. Instead, cach State or
local gramee would be required to undertake a survey of its construction needs and then to use
ihe Federal subsidy 10 help meet jts highe:!-priority needs, It would be wmappropriate for the
Federal Government, rather than the States and Jocalities, to determine what are the mosi urgent
construction projects in individual States and school districts.

Funding for Sciool Constragtion Only?

Question: Would vour bill support construction onty of schools? What about school district
central facifities? And what about football stadiums and other fancy athletic facilities?

Answer: Because we believe the nationa) need is 16 have adequate school buildings for all
children, the bill would provide Federal subsidies only for construction projects at schools - not
for central offices or other school district facilities. In addition, the bill would expressly prohibit
the use of Federal funds to support construction of athletic stadiums and other athletic facilities
used primarily for events for which admission is charged to the general public.
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. State and Local Finaneing Mechanisms

Cuestion: Would the many school districts that do not use construction bonds 1o finance school
construction be able (o participate in the program?

Answer: Yes, the bil] would be flexible enough 10 sccommaodate the wide variety of financing
mechanisms in use in the States and localities. In addition o school construction bonds,
recipients could use the Federal grant to subsidize general obligation bends, certificates of
participation, lease-purchuse arrangements, and other debt-based financial instruments. States
would be permitied 1o use the Federa! grant o establish school construction revelving funds.
States and Jocalities could use the Federal funds o "ty down™ their boods or to subsidize
fmancing mechanisms that don't involve debt (such as increasés in the property or sales tax).

Whichever method recipients use, the maximum Federal subsidy would be the equivalent of 530
percent of the inlerest cost on bands, assuming a stundard ansortization.

Will the Program Help Poor Communities?

Question: 1 the program would subsidize only the equivalent of 50 percent of interest costs (or
roughly one-quarter of the total cost of construction), how would it help poor communites that .
cannot afford to pay the remainder. of the costs?

. - ceeal
Ariswer: The bill would not Féquire $chool:districts to come up with the non-Federal share from
their own resources. They would be.ableto draw on whatever State, private sector, or focal

funds are available for construction. .« P

Few school districts are totally lacking in resources for construction, Rather, many have failed to
keep up with their construction needs because the State has not funded school construction or
because the taxpayers have voted down bond issues:-The availability of Federal subsidies should -
encourage governments and citizens at all levels to 1ake more responsibitity for this problen.

- Along with the infusion of $5 billion in Federsl funds, this would be a major benefitofthe
program. '

F! -

i f N
In addition, the bill would cause States o gve & priafi'{y&m the needs of poor districts,

Specificaliy, mn determining how to use their granm funds, Stotes would give highest priority to
localities with the greatest needs, as demonstrated by inadequate educational faclities coupled
with 2 low level of local resourcesw available to meet school construction needs. The school

- distriets that &t within this priority will inevitably be among the poorest in cach State, This
priority reflects another key principle behind the legislation: driving limited Federal funds 1o the
comnunities least able 1o meet their school construction peeds with their own resources.
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Why a Hybrid Program?

Question: Why is the Administration proposing a two-tiered program, with some of the money
flowing through the States and the rest going out as grants from Washington o the big-city
schoo! districts?

. Amswer: The GAO data show that the need for assistance with school construction s especially
great in the cities, especially cities with high poverty. The two-tiered approach will epsure that
the program addresses the nf:edc, of communities that have the greatest need for Federal
assistance. »

Allocation of the Funds

Question: How would the bill divide the money between State grants and the direct grants o
urban districts?

" Answer: Of the total amount of money available, the Department would distribute, By fonmula,
35 percent to the 100 school districts that educate the greaiest numbers of children from poor
familtes. The Depariment would use un additional 15 percent for competitive geants to t%if}se
samme districts. The rematning 50 pt?.r{..(:nt would be-distribuled to the Siates,
SR E I LN LA
Nwdx uf Urhan l):.stru.ts
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Ques 21:2351 How can you gustzfx’ gzvmg half the mosney, lo {}n%y 100 urban ézsmczs‘?
. IRRESS O AR & 431
Answer Data from the General &moﬁnzmg Office demanstrate that school facilities ?rsbi&ms
are heavily concentrated in urban districis: ' A'1996 GAO report found that 38 percent of central
¢city schoois had at icast one inadequate building, compared to 29 percent of schools In suburbs
and large towns and 30 percent of small town and rural schools. Thereport also found 67
percent of central city schools (compared to 57 percent of suburban/large town schools and 52
percent of small town/rural schools) had at least one building feature, such as a roof, plumbing,

or heating and air conditioning, needing repair or replacement; :

*oe ¥
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As ﬁm GAO pointed out, urban districts must spend disproportionate sums o meet the special

instructional needs of poor and immigrant students, and thus must often forgo construction
spending. What construction dollarg are available must often be spent on emergency repairs,
leaving litile or nothing for the kind of modernization reglly needed to bring schools into the
“Information Age.” , ,

J Y

The situation in some particular cities illustrates the dire situation that many of them face.
Philadelphia needs more than $764 million in construction in order to bring its 257 schools up to
standard. Los Angeles has d diamienance and construction backlog of over $604 million; in that
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city, 243 schools need roof replacement, 152 schools need new fire alarm systems, and 58 need
now boilers, .

Some of the urban districts are often among those LEAs most affected by rising enrollments.

The Broward County (Ft, Lauderdale) schoals are absorbing an additonal 10,000 students each
year. The disirict would have to build a new school every month in order to serve its students
adequately. Enroliment in Santa Ana, California, a smaller district (but stil on the list of the top
100) has grown by 67 percent since 1980, with most of the growth attributable 1o immigrants; the
district has responded by instituting year-round schedules in most of its schools and purchasing
534 portable classrooms, but slill faces a substantial Tacility erisis.

Access of the 180 Largest Districts to State Funds

Question: Would the large districts be able (o obtain funds from the State formula grants, m

addition to their direct grants from the Depariment? :

Answer: Yes, the bill would not profibit the cities from receiving suppeort {from both types of

grants, However, in conducting their surveys and need analyses, the States would take into

constderation the support that the cities would receive dirgctly from the Federal Government.
What about the Rural Districts? - o«
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Question: How would the program address the needs of rural districts, whichfrequently have the
most eritical construetion needs and the smallest economic base fromiwhich 10 meet those needs?

' "’,
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Answer: The bill would require States, in determining how to use their funds, to pay particular
attention to the school construction veeds of their rural districts. In addition, by authorizing
States to use the Federal funds 16 subsidize State bonds and State revolving funds; the program
would be sensitive 1o the needs of rural communities, Many of those communities are so small
that they cannot issue bonds or other {inancial instruments on ther own. States, with Federal.;
support, would be able to able 10 issue bonds, in amounts Jarge enough 1o be viable, that mee tife

needs of a number of roral districts within their borders.



Stute Formula

Question: What type of formuta will the Department of Education use to distribute funds 1o the
States?

.Answer: The formula wauld be modeled afier the LSEA Title ] Basic Grants f’izmx,zia That s,

State shares would be based on;

(1) each State's number of children from families below the poverty level; and (2) each State's
per-pupil expenditure for education. In order to avoid double-counting. the count of children
from poor families would nat include the children in the districts that would receive direct
Federal grants. o

Formula for Local Grants
Question: Would vou use the same formula to distribute funds to the 100 largest cities?

Answer: We would use a similar mechanism. Each district's share of the money would be the
sarue as 1ts share of Title | Basic Grant funds in the most receni year.

Criteria {m‘ Campetitive Grantg

Ques ;193 How will the {}a;}&nm&m scleet applications for corapetitive grams 2{2 ti}é: 1(}{} ;zri}:m
districts? I

Q*€e>‘t,, az

Answer: The urban districts would be sclected to receive competitive grants pntie %;}a&zzs {“;f {1}

their need for the funding; (2) the level of effort they are making in support ¢ 0? c:.iuc:ézizi}z‘z and (3)

the commitment they are willing to make 1o provide additional non-Federal resources for schoo)
construction. In other words, the competitions would reward communities that are most witling -

{0 use their own resources to meet their construction needs. In addition, the Secretary would

have the aathority 1o make grants in amounts that reflect the relative sizes of different districts. -



State and Local Administration

- Question: Which agency would be responsible for administration of the program at the State and

lozal levels?

Answer: This would probably vary by State, because some States handle school construcion
through the Stne educational agency, others do it through an independent State bond bank or

school construction avthority, and some may use a different mechanism entirely, The bill would

make the funds available 10 whatever agency the Governor, with the agreement of the chiel State
school officer, designates as best qualified 1o aézrmmt&r the program,

Similarly, a direct grant to a locality would go 1o the Joea! educational a agency (LEA} or o
another public agency 1T the LEA identifics such an a&en(:} as better equipped to carry out the
program.,

- Cammunity Schools

Duestion: Will vour program help school districts build schools that mect a variety of
community needs, such as providing a site for after-school tutoring, recreation, and social
services?

&M‘ Yes, the bill would altow districts 10 use the Federal funds o subsidize construction: {;z“ e
"community schools” that serve as centers for after-school and summer programs and the ™

delivery of education, tutoring, cultural, and recreational services, in dddztz{m 10 serving students

during the nortmal school day and year. : - NI \j"’ A

[ k

Davis-Bacon Act

Ouestion: Would your program drive up schoo! construction cost$'by requiring grant recipients
to pay unrealistically high undon wages, as mandated under the Davis-Bacon Act? W{}nz this
result in taxpayers paying more for schools and students getting lesg?: ’

Anawer: As is the standard with Federal construction programs, this program would be covered
by'the Davis-Bacon Act, which requirss that leborers and mechanics who work on the
construction projects be paid wages a1 rates not less than the "prevatling wages” as determined by
the Secretary of Labor, - ,
The Davis-Bacon requirement ensures that Federal construction programs do not have the
uninfended consequence of depressing construction workers' wages in a focality, Withoul ths
protecticon, lecal contractors might have an incentive (o lower wages in order to become the
lowest bidders on federally supporwé construction contracts. Comractors who did not take this
action would be at a competiuve disadvantage. Davis-Bacon thus pwvents this situstion from
oooeurrng.



Recent studies have not demonstrated an impact of Davis-Bacon rules on overall construction
posts. Although the Act ensures that centractors pay the locally prevailing wage, higher wages
da not necessarily result in higher construction costs because those wages may atiract more
skitled and productive workers. Nor does Davis-Bacon always reguire contraciors (o page meet
union wage scales. Currently, only 29 percent of the Labor Depariment's Davis-Bacon
"schedules” are set al union wage levels. |

Why a Maundatory Program?

Question: Why is the Administration proposing to make this program a mandatory Federal
expenditure? Doesn't this type of action erode the budgetary discipline that occurs through the
normal appropriations process?

Answer: In order for this program to 1fs intended impact on State and local activity, it 18
tmportant that States and communities know that the money will be available up front. Without
a guaranice of the funding, if annual funding is subject o the regular appropriations process,
States and communities may be unable to initiate bonds and other Binancing vehicles, thus
undermining the purposes of the program.

Offsets

Ougstion: Does this program have a budget offsel? Are vou planning fo pay for it through the
sale of a portion of the television spectrum?

Answer. When the President announced this inftiative during the course of Congressional
deliberations over the 1997 budget, he was required o identify an offset because the program had
not been included in the Administration's budget submission. At that time (July of 1996), we
identified the sale of a portion of the VHF television spectrum as the offset,

“Now, because the proposal fits within the'President’s overal] plan for eliminating the budget

defickt, as enunciated in the 1998 budget, a specific offset is not needed. Therefore, this proposal
is o longer tied to the specirum sales.
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R gf/u 5( . CASE STUDIES
(\ﬁ( ﬁU Broward County/Ft, Lauderdale

. I. The Problem

‘Broward: County is located in Southern Florida and is the fifth largest schoal district in the
nation. [ts schoois suffer from severe overcrowding:

. 34,000 students without permanent desks
* f&pp'oximate}\x 10,000 new students in school system each vear.
. In the past mine years, Broward has built 36 new schools and rebuilt 23 sc:hoazs and

continues e have a difficalt time meeting :13 demand.

Broward would have 1o Ztm%lé a new school every month 1o meet this defand adequately.

With approximately 2,000 portable classrooms, the budget director for the county public schools
described Broward as “the portable capital of the world.” One high school, for e;xample has 46
p{zmbie classrooms in use during this school year.

il. I"\’.ee‘ds Yersus Available Resourceg

A recent needs analysis estimated Broward’s capital construction needs at $2.4 billion, $200 million of

which 1s needed for technology improvements alone. The last bond approved for school construciion

. . "was a 1987 bond for $317 mitlion. Mobilizing local support for new tax or bond referenda has been
difficult. In September, 1995 a tax referendum to increase the sales tax by one penny 1o raise $1777

billion for school construction was defested.
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III. The Potential Impuct of the Partnership to Rebuild America’s Schools Act Tt

Under the President’s legilative proposel, approximately §16.4 million would be allocated to
"~ the county school district, Broward could use these funds to subsidize interest costs {or 2 local bond 10
cover'a substantial part of the its school construction costs. This funding could support nearly 370
mifiion in Icac*agad unds 1o assist in rc,bulldln;, a numher of lecal schools.

AN These naw funds would be used primanly to ease overcrowding in schools by funding new
) sc%zocis and renovations and additions to existing schools that would expand seating capacity.
Broward also wants 1o move away from portable classrooms due 1o the fact that - with a fife -
expectancy of approximately 20 vears -- portables are not a good Jong-term investment compared 10 3
traditiona] school structure. In addition, portables cannot be wired for technology the same way as 2

traditional olassroom. .



Los Angeles Unified School District

. i. The Problem

The Los Angeles Unified School District is one of the largest institstions of any kind in the nation
with an enrollment of 670,000 stdents. The prevalence of aging school facilities in Los Angeles poses
a number of expensive problems for the district, which estimates its current defesred maintenance costs
at more than $600 million. A majority of Los Angeles school buildings are more than 40 years old,  As
a result, most schools are nol wired for technology, and most gre not equipped with modern security
systems, felecommunications systems, or air conditioning. Many facilities face similar repair needs —-roof
replacement is noeded for 243 schools, repainting at more than 600 schools, boiler rep lacement at more
than 50 schoals, and playground re-pavement at almost 400 schools,

A rebounding economy and an influx of immuigrants is drving steady growth in the Los Angeles
sehools. The number of students grew by 18,000 this year, and school officials predict erlmilmcm wilj
grow another 15,000 next year.

A State of Californta mandate 1o Jower class size in the earliest grades consumed the lmiled
number of vacant classrooms that existed. The need for more classrooms is itustrated by the fact that'the
district transports about 12,000 students a day to more distant schools because of overcrowding in their
area school. N

It Needs versus Available Resources

“The State of California school construction programuses two mechanisms 1o provide funds to local -
districls for new construction and modernization. In the more common approach, the state pays one-half. .
- of the “allowable™ costs as defined by the state. Otherwigse, the state pays the full bill, but in a very limited~ ..

number of projects. Additionally, the siate offers a small deferred maintenance program in which it

~provides maiching funds of up to one-half of 1 percent of the districl's general funds. in recent years, the

Los Angeles district has been eligible for about $17 million through this program, but the state has not
;zzil} Junded it ini recant budgets,

District officials in Los Angeles report that a significant impediment to raising funds for

. cz}nstmctzon is the requirement imposed the state Constituiion, which raqures a two-thirds majority vole

for the 'plssage o)¥school boads financed by property tax increases. The last time the Los Angeles Unified
School Distriet passed a bond measure was 1971, {This vote came shortly afier the Sylmar earthquake

“closed many schools and raised serious safety guestions about others. The measure received 66.3 percent

of the vote, but under siate law, this bond required only a majority vole because it pertained to buildings
deemed structurally unsafe.}

HL - The Impact of the Partnership te Rebuild Ameriea’s Schools Act

A §2.4 billion school bond measure on the ballot in November 1996 for school construction and
modernization received 63,3 percent of the vole, just missing the two-thirds majonty needed for passage.
In December 1996, the Board of Education voted to put another $2.4 bilion bond measure on the ballot
in April 1997, The President’s imtiative could acceleraie the devnlopmcnz of the long overdug projects
that would be financed by this bond, or, in the event that the bond fails, could allow for seme work 1o be
done that would otherwise continue fo be deferred.



The State of Maine

. The Probicm

Maine is struggling 1o cope with two major factors related 1o school facilities - a booming
economy driving explosive growth in the southern part of the state, and the continued use of one-room
schools and other antiquated buildings - some dating 100 years ~ throughout the stale.

The Bowdoin Community School offers an instructive example, The dozen portable ¢classrooms
now in use exeeed 1he number of permanent classrooms inside the main structure, A proposed expansion
of the school has been shelved since 1987 because of insufficient state funding to support the project.

1L Needs versus Available Resources

Support from the state of Maine for local school construction projects 15 restricted to debt service
subsidies, and the level of available support is extremely limited. In fiseal 1998, school districts reguested
such subsidies for 83 projects. However, the $65.8 million authorized by the state 18 expected 10 be
consumed by the four projects given the highest priority,

Schood districts in Maine are generally successiul in getiing voter approval for bond measures, but
most districis in the stale cannot cover the total cost of the bond. The lack of support from the siale for
debi service is cited as the leading reason why school districts fall short in raising financing, cading to

the deferment of these sorely needed projects.

+
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UL The Potential Impact of the Partnership to Rebuild Ameriea’s Schools Act

-

o7 The executive director of the Maine Municipal Bond Benk noted that the President’s. school

‘construction initiative could help Maine schools in two ways. The state couid choose to use its allocation
all at once o supplement its debt service subsidy program, or it could use thal money to establish a
revolving loan fund that would commit its revenues to debt service subsidies,
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The State of Maryviand

. L. The Problem ,
There are two primary problems facing Maryland school facilities: aging structures and rising
erroliments, .

A review of the list of Capital Improvement requests to the state for the coming year reveals the
exient of aging school facilities. Reguests are filled with descriptions of 1tems in need of repair or
replacernent, such a5 roofs as much a3 44 years old, MVAC systems that are 25 vears old or more, boilers.
and chillers that date 1o the 19305, and windows and doors in use since the 19560s.

Over the last decade, errollment in Marvland schools has grown by approximately 150,000
students. State officials expect enrollment to continue climbing by another 30,000 or so annually over the
next {ive to ten years, Overall, local districts requested approximately $310 million for 459 construction
and renovation projects for FY 1998, While a district might request more than one project for a school,
these figures supgest that districts are secking assistance with construction and renovation projects that
could affect a third of the state's 1,280 schools.

L Needs versus Available Resources

The Maryland State Public School Construction Program is designed to help local districts with
coats related 1o planning and-funding of school construction and renavation projects.

Early in the program, sthe sigte covered 100 percent of eligible cosls for approved projecis
Fowever, since the mid-1980s, the siate has used a sliding scale based on need {o determine how much
assistance a distriet receives.

1. P

Since the program's inception, the amount of funds requested each year by local districts has
exceeded program allocations. ! For example, in FY 73, the program funded 72 percent of district requests
-- the highest proporlion.in the program's history. In FY §9, the state supported an all-time low of 24 -
percent of requests. In the current fiscal year, the state funded 51 percent of requests, totaling $274
million.

-
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I, The Potential Impact of the Parfnership {e Rebuild America’s S{:iwais Act
State officials see three possabzlz‘izes for the use of federal ﬁ:mis from the proposed School

-

Construction Initiative. RENTER £

First, the funds could subsidize additional state general obligation bonds. Therefore, the amount
of assistance going to focal districts with eligible costs would increase, and more projects would be funded.
The federal funds could be 1argeted at poorer districts with larger projects that have been delayed due 1o
fiscal constraints, It should be noted that an increase in the state funds for the Public School Construction
Program might jead more disinicts 1o seek state assistance for additional projects. At this time, there are
projects for which local districts do not submit requests because the disric! senses 1%1&3:: p{DJ ects will be
"f*fe:rred due to state fiscal consuraims.

A second Oplion would allow the state 10 use a portion of the funds 0 subsidize a combination of
additional state bonds and county general obligation bonds. Finalty, the stawe could use all the federal
funds to subsidize additional county general obligation bonds,



New York City School Distriet

I The Problem

New York is experiencing enroliment growth of 20,000 1o 23,000 students a year. In addition,
meore than half of the over 1,000 school buildings are 50 years old or more. The district must upgrade
these facilities and accommodate its burgeoning student population.

There are limits 1o the amount of money the district can raise through general obligation bonds,
and this mechanism is not sufficient 1o meet the district’s needs. There is 8 state constitutional limit on the
amount of debt the district can issue {as 2 percentage of total assessed property value}, and the distict is
running up against this lhmt.

The [scal year 1997 capital expenditures budget for the Board of Education is Just over §1 billion,
aut of a total ity capital budget of just over 34 billion. A proposed 10-year capital plan has just been put
forth for $12.6 billion, which includes an amount contingent on receipt of federal funds. One of the main -
emphases of this plan is to address the disirict’s overcrowding, using strategies such as new construction,
other ways of handling seating capacity, and converting some schoois to 4 year-round schedule, which
could increase seating capacily by 25 to 33 percent,

it The Potential Impact of the-Partnership to Rebuild ‘America’s Schools Act

Mew York expects that it could teverage federal funds o address several needs. Among the nost
dire needs is for additional seats for children, The district’s proposed 10-year plan was increased by about

3700 million wo address seating capacity needs. The distriet envisions six different avenues for the use of

this money 1o increase seating.capacity: Leasing new facilities, transportables, modular construction,
rehabilitation of existing facililies 10 increase size, new congiruction, and converting schools to a year-
round schedule {%hlch necessitates putting i air-conditioning ). ,



Philadelphia School District
i The Problem

The Philadelphia story has two strands,  First, the district estimates that it will need about
two-thirds of a bitlion dollars 10 bring it 257 existing building sites up to standard. This includes major
rencvations, repairs, improvements, and technology needs (schools need to be wired for computers, but
60 of Philadeiphia’s schools are aver 70 years old.)

Second, to accommodate expected population growth, approximately one-guarter of 2 billion
dollars in additional funding may be necessary. In the past five years, the public school population hag
grown 2.2 percent, and In the past seven years it has grown 12.6 percent. The district expecis this-growth
10 continue by 1.4 percent in the nexd vear and by 2.5 pereent the following year. n one area, the district
deals with overcrowding through a combination of classrooms under stairwells, walling off the ends of
hallwavs W create classrooms, and portables.

11. Needs Versus Available Resources,

The district knows that its capital needs in the next 5 to 10 years seripusly exceed ifs current
budgeted capital capacity. A Lor&g Range Facilities Plan is being developed, and it is expected that the
1otal need will ultimately be between $1-$1.4 billion, :

fIl. The Potential Impact ef the ?arinersh;p :{3 Rebuild America’s Schools Act -

The district savs that f“edem% ﬁmds ceuici be extremely helpful by supporting preventive
maintenance projects. With shrinking operating. budgets, it is preventive mauenance that gets cut from
the budget. These projeets includé minor roof and gutter repair, HVAC system ¢leaning, and vearly boiler
maintenance, These activities get pushed.aside for,emergency projects and educational needs. Yet today's

-prevéntive maintendnee projeét is. wmorr{m sicapitabproject. Roofs, boilers, and heating systems wear
out vears before their time because preventive maintenance funds are scarce, The failure of these systems
also causes additional capital damage, such as water and pipe damage. Much of this could be avoided and
long-term capital budgets coukd be brought down with additional resources for preventive maintenance,

~



Santa Ana Unified School District

1. The Problem

Santa Ana is an extremely densely populated arca. In its 24 square miles, there are 350,000
residents, and §2,000 students. There is a school approximately every two blacks.

The prima?{f problem in the district is school overcrowding, the result of 2 tack of construction
funding during a period of rapid enrollment growth. The district has grown from 31 2h€::usand student
m 1980 to 52,000 students in 1996,

The school distriet has converted 22 of 31 elementary schools and four of seven intermediate
schools to multi-track, year-round schedules. Although other school districts in California and around
the country use yvear-round schooling, it s unusual 10 have sach a high percentage of schools on this
truck. The disirict has 334 portable classrooms on existing sites, which is the equivalent of 24 {ree
standing elementary schoois. Sania Ana estimates that it now spends $1 million 1o lease poriable
classrooms. ‘

A secondary, but also severe problem is maintaining ill-equipped and detertorating facilities.
The District prepared a state~mandated five-year plan of deferred maintenance needs, which is updated
annually - the current version projects a $15 milhion need.

1L Necds versus Available Resourees
LAY PSS RS
Santa Ana Unified has a need for three elementary sz:%wais plus a new high school, Enroliment
. growih has averaged over 1300 students annually since 1980, The need i3 accentuated by the fact that
the State School Building Program is, “broke” and it is not.clear. when there will:be another bond
Measure. R . . LS S ,‘;..g‘.g 2‘* ta ';,. i F wi“b ‘«Z\.& "3
T A "’.. *

i, The Potential Impuct Of the Partnership (o Rebuild America’s Schouls Act

President Clinlon’s initiative would potentially provide major benefits to the Santa'Ana
communily. The district needs adequate classrooms equipped with up-to-date education technology for
its rapidly growing student population. If the district received an estimated six million dollars from the
federal government, it could leverage those funds to pay for additional elementary schools,
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THE WHITE HOUSE
Office of the Press Secretary
Saturday, March 15, 1997

Listen 1o Address with Real Audio plaver || Download in .au fopmat {~3 Mb)

RADIO ADDRESS OF THE VICE PRESIDENT TO THE NATION
The White House

' THE VICE PRESIDENT: Good morning. This is Vice President Al Gore. President Clinton
_asked me to fill in for him this morning as he recovers from y&sicrféay s successful operation
to repair a torn tendon in his knee,

The President's doing great, he's resting comfortably and he'll be back on his feet - both Gf
them --very soon. He wanted me 1o thank all of you who have sent your prayers and best
wishes for a speedy recovery.

Over the ;jast four years, our country has made real progress. The American economy has-
. produced nearly 12 million new jobs, Family incomes are going up.and.the poverty. rate, is
going down, and we've had the biggest r.imp in the welfare rolis in our nation's-history. ..

But we face new challengesina cempemwe global e{:onomx A.nd the one th'n g that ml]
most determine our success or failure is the quality of the education we givé 1o alt 6f-our™
children. That 1s why President Clintén has made education our nation’s number one priority
for the next four years. And In recent days, he and | have traveled the country to stress the
importance of all Americans working together to make American public educaiion the very
bestin the entirg world, . ..

Here's our goal: By the year 2000, every eight-year-old can'read. Every 12-year-old can log

onto the Internet. Every 18-vear-old can go to college, and every American can keep on

learning for a lifetime. And the President has proposed a plan of action o reach this goal _

and to Improve American education. . S

We must start by focusing on our youngest children. The President's balanced budget plan

“will expand Head Start to one million children. And this week the President and the First
Lady announced that they will host the first White House Conference on Early Childhood
Development and Leaming. We also must open more charter schools that stay open as Jong
as they meet high standards. And we must make the [3th and 14th years of schooling as
universal as high school is today.

And the cornerstone of this plan is to raise standards so we make sure our children master
the basics, We have challenged every state (o adopt high national academic standards, and
.then by 1999 1o test fowrth graders in reading and eighth graders in math so that 1) of our
. ¢hiidren, no matier where they live or what their backgrounds, will have the same chance o~
make the most of their lives and their futures, ‘ ‘

2 eof 2 x | . . 03717797 16:24:5°
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Last month, the first two states, Michigan and Maryland, announced plans 1o adopt these
tests. And on Thursday, President Clinton spoke before the North Carolina Legislature
where Governor Jim Hunt announced that North Carolina would become the third state 10

. . adopt these standards.

The national government 1s also tking responsibility for the schools it controls. The
Department of Defense runs a school system as big as that of the State of Delaware,
educating 115,000 American children at bases here and around the world. This week, the
Diepartment of Defense schools asked that their students be among the first 10 take the new
iests when they become available. Starting in 1999, students in American classrooms from
Wiesbuden to Okinawa 1o Camp Lejeune will learn the same rigorous materlal and take the
same national test as students ﬁv&ug}iom the country. :

On Thursday, as the President was traveling to North Carolina, | traveled 10 California and
spoke 10 that state's legislature about another element of our education crusade, a national
effort to reinvent the way we finance public education, to reorganize our scheols in harmony
with the principles of the knowledge economy. This reinventing public education effort will
begin not in Washingion but in communities across America. 1is gosl 18 10 enlist everyone
concermned about the education of children, from parents to school administrators to students
themselves, to begin asking some fundamental questions about their public school systems
-- in pasticuiar, how school dollars are spent.

inan age of ught budgets, we should be spending public funds on teachers and children, not
on unnecessary overhead and bloated bureancracy. Yet any educational progress we achieve
15 at risk if our children are asked 10 leam 1 2 landscape littered with peeling paint and
broken glass. With student populations at an all-time high, many of our schoolhouses are
now at an all-time low - rundown, pvercrowded, and stuck with ancient technology or no
technology at all.

: ‘ One-third of our schools now need major repair or outright replacement. Sixty percent ; need L
: major building repairs to {ix sagging rools or o repair cracked foundations. Fam~gzx - ;< < foel
percent even lack the basic electrical wiring to support computers, m{}dems, angd madem ‘
communications technology. - cete Bt REPS % S et e v
- L A.m,u“ 5 ey Rednee
This has become a national problem and it demands namonai actxcm ”f“%zai is why vz:szerday -

the President sent new legisiation to the Congtess to provide federal assistance to help local
communities and states rebuild the nation's schools. The Partnership to Rebuild America's
e, Schools Act will provide $5 billion over the next four years to help upgrade old schools and
I busid new schools, Thiswill spur $20 billion in investments for school modernization by
siates, jocahinies, and the private secior.

We wge Congress and communities to step up to this challenge. We simply cannot ask our
"%y o, teackerss to-build up children in buildings that are literally falling down. Our ¢hildren

deserve 1o be held 1o the highest standards, to learn from school systems that focus on

teaching and not bureavcracy, inside schoa! bui ldings that shine as brightly as their hopes.

On all these fronts, we are working hard to prepa:'e our people for the 21st cezzmry We will
keep at it, and we ask for your help. Thanks for hstcnzng

END 10:12 AM, EST

2 of 2 B - 03/17/37 16:24:5"



"y

7946

; a Inadequa aciliti a

A number of studies have shown that many school systems, particularly those in urban and high-
poverty areasI are plagued by decaying buildings that threaten the health, safety, and learning
opportunities of students. Good facilities appear to be an important precondition for student
learning, provided that other conditions are present that support a strong academic program in the
.school. A growing body of research has linked student achievement and behavior to the physical
building conditions and overcrowding. '

Physical Building Conditions’

Decaying environmental conditions such as peeling paint, crumbling piaster, nonfunctioning
toilets, poor l:ghtmg inadequate ventilation, and inoperative heating and cooling systems can
affect the Icammg as well as the health and the morale of staff and students.

Impact on student achievement

A smdy‘of the District of Columbia school system found, after controlling for other variables
such as a student's socioeconomic status, that students’ standardized achievement scores were
tower m schools with poor building conditions. Students in.school buildings in poor condition
had ach1cvemem that was 6% below schools in fair condltlon and 11% below schools in
excellcm condition. (Edwards, 1991) :

. Cash (l‘)93) examined the relationship between building condition and student achievement in
: small r;ural Virginia high schools. Student scores on achievement tests, adjusted for

) socnocccmormc status, was found to be up to 5 percentile points lower in buildings with lower

’.'qualuy ratmgs Achievemerit also appeared to be more directly related to cosmetic factors

than 10 strucrural ones. Poorer achievement was associated with specific building condition
factors such as substandard science facilities, air condltlomng locker condmons classroom
furniture, more graffiti, and noisy external cnv1r0nmems

‘Sumlarly Hmcs (1996) study of large, urban high schools in Virginia also found a

relauonshlp between building condition and student achievément. Indeed, Hines found that
smdem achievement was as much as 11 percentile points lower in substandard buildings as
compared to ahove-standard buﬂdmgs

T 4, .
A study of North Dakota high schools, 'a state selected in part because of its relatively
homogeneous, rural population, also found a positive relationship between school condition
(as mel'asurcd by principals’ survey responses) and both student achievement and student
behavilor. (Earthman, 1995) '

McGuifey (1982) concluded that heating and air conditioning systems appeared to be very
imporiant, along with special instructional facilities (i.e., science laboratories or equipment)
and color and interior painting, in contributing to smdem achievement. Proper building

mamtenance was also found to be refated 1o better attitudes and fewer disciplinary problems in
one cited study.




*  Research indicates that the quality of air inside public schoot facilities may significamly affect
students’ zbility 10 concenirate. The evidence suggests that youth, especially those under ten
years of age, are more valnerable than adults to the types of comaminanis {asbestos, radon,
and formaldehyde) found in some school facilities (Andrews and Neuroth, 198§).

Impact on weaching

«  Lowe (1988} interviewsd State Teachers of the Year o determine which aspets of the
physical environment affected their teaching the most, and these teachers pointed 10 the
availability and quality of ¢lassroom equipment and furnishings, as well as ambient featres
such 25 climate control and acoustics as the most imporiant environmental factors, In
particular, the 1eachers emphasized hat the ability 1o control classroom temperature is crucial
10 the effective performance of both students and teachers,

+ A study of working congditions in urban schools concluded that "physical conditions have direct
positive and negative effects on teacher morale, sense of personal safety, feelings of
effectiveness in the classroom, and on the general learning environment.” Building renovations
in one district led teachers 10 feel "a renewed sense of hope, of commitment, a belief that the
district cared about what went on that building.” In dilapidated buildings in another district, the
atmasphere was punctuated more by despair and frustration, with teachers reporting that leaking
roofs, burned out lights, and braken toilets were the typical bacic:drop for teaching and learning.”
{Corcoran ¢t al, 1983) .-

o Corcoranetal. (!983} also found that "where the problems with working conditions are serious
enough to impinge on the work of teachers, they result in'higher absemeetsm, reduced levelsof
effort, lower effectiveness in the classroom, low morale, and reduced job satisfaction.” Where ~ 7
workiny conditions are good, they result in enthusiasm, high morale, cooperation, and Y

acceptance {}f'fe:&p()ns;mim e ey . R I R L S
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A Camegie Foundation {1988) report on urban schools concluded that “the tacit message cf’ the -
physical indignities in many urban schools iz not lost on students. [t bespeaks neglect, and students’
conduct seems simply an extension of the physical environment that surrounds them.” Similarly,
Poplin and Weeres {1992) reported that, based on an intznsive study of teachers, administeators, and
students in four schools, "the depressed physical environment of many schools... is believed to

reflect society's lack of priority for these children and their edugation.”

Overcrowding

Overcrowded schools are g serious problers in many school systemns, particularly in the taner
cities, where space for new construction is at a premium and funding for such construction is
Hmued. As 2 result, students find themselves wrying to learn while jammed into spaces never
intended ag classrooms, such as libraries, gymnasiums, laboratories, lunchrooms, and even closets,
Although research on the relationship between overcrowding and student learning has been limited.
there is some evidence, particularly in high-poverty schools, that overcrowding can have an
adverse impact on learning.



* A study of overcrowded schools in New York City found that students in such schools scored
significantly lower on both mathematics and reading exams than did similar students in
underutilized schools. In addition, when asked. studenis and teachers in overcrowded schools
agreed that overcrowding negatively affected both classroom activities and msmctwnai
echniques, (Rwera-Bauz and Marti, 1995}

*  Corcoran et al. (1938) found zhat overcrowding and heavy teacher workioads created stressful
working conditions for seachers and led to higher teacher absenteeism.

Crowded classroom conditions not only make it difficult for smdents to concentrate on deir
iessons, but inevitably limit the amount of time teachers can spend on innovative teaching methods
such as cooperative learning and group work or, indeed on teaching anything bevond the barest
minimum of re{;mred material. In addition, because teachers must constantly struggle simply to
maintain order in an overcrowded classroom, the likelihood increases that they will suffer from
burnout sariier than might otherwise be the case. '
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SCHOOL CONSTRUCTION CONSULTATIONS

. Locations

Washington BC -~ 10/16 US Department of Education, Secretary’s Conference Room 6200

600 Independence, SW /0749 “¢£’30

Sun Francisco « 10/21 Hyatt Regeney San Francisco Airport
Burhingame, CA .

New York City-~ 11/] Department of Education Regional Office
75 Park Place, 12th Floor 427 30

< Welcoming Comments/Introductions
Gerry Twozzi oy Mozell Thompson

. Explanation of the School Construction Initiative
Tom Corwin
. Discussion of the Issues

Encouraging net increases in construction activity
Alternative financial arrangements

Management accountability

Performance standards

Recipient of funds

Other ssues?

. Staffing of mectings

.Regorder -
Timekeeper
Facilitator

. Follow-up



SCHOOL CONSTRUCTION CONSULTATIONS

LIST OF INVITEES
WASHINGTON, DC-0OCT 16
Name Organization Response
Thomas Queenan reasurer Yes
Chty of Philadeiphia
Adlen Abend Schoo! Facilities Branch No
Marviand Dept of £
Yaic Stenzler Maryland Facilities Authority
Brad Forry Pennsylvania Consiruction Chief
Clarence Armbrister Managing Director Yes
Philadelphia School Disirict
Wike Casserly Director Yes
Council of Great City Schools
Laurie Westley National Schao! Boards Association Yes
Amold Fege- National PTA
" Bruce Hut_‘it&r AASA {school administrators}
Skipp Sanders ) Dep'uty Superimendent Yes
Maryland Dept of ED
Robert Conovan Coalition for Adequate School Housing Yes

iy
Connle Clark

[ Asst Superintendent, Facilities -- Wash, DC




SAN FRANCISCO, CA - OCT 21

4

Name

Organization

Response

Banie] Gottlieh

Riddelli, Wilhiams, Graham & Jameés

Peter Schaafsma

California Debt Advisory Commission

Steve Shea

California Debt Advisory Commission

John Stanford President, Scattie Board of Education
Laurs Walker California School Board Association
Thomas Gallegos Chisf Operations Officer
‘ Sacramento Unified School District
Bob Hedley/Debbie Moore CEFPI Not in until Y015

Mamie Starr

Coalition of Adeguaie School Housing

Y es

o L4 W 4




NEW YORK CITY - NOV

Wame

Orpanization ;

Response

Linda Fan

Principal,
Morgan Stanley

Robent l‘.,cnna

Executive Director, Maine Health and
Higher Education Facilities Authority

Amho:iy Shorris

Former Finance Commissioner and
Deputy Budget Dirgetor - NYC

&%‘ailaccﬁe’furbcviile

K]
i
£

Ditrector of Public Finance
Goldman Sachs

Wiltiam Thempson

President, NYC Board of Education

Barbara Chernow

1 Dreputy Director of Adminstration

Y Construction Anthority

Susan Whetstons

School Contruction Direcior,
Mew Haven Public Schools

Robert Buxbaum

New York City Board of Education,
School Facilitics Division

Richard Krissinger

State of Connecticut Education Depariment

Beverty Donahue

Chiel Finance Officer
Mew York City Board of Education

Rick Mills NY State Schools Chief
Leo Kiagholz NJ State School Chief
(NEED NAME] NYC Board of ED

Deputy Chanceilor

Lofion P, Holder

Yice Presir:iem: .
IP Morgan

Barbarz Basser Bigio

R ~iA
Vige President,
Goldman Sachs

Marvin Marcus

Paine Wehber




UNITED STATES DEPARTMENT OF EDUCATION
WASHINGTON, .2, 20202-_

*

Dear Collcague:

The U.S. Department of Education, together with the Treasury Department, is in the process
of soliciting input from experts, practitioners, and other interested parties on how to

implement President Clinton’s school construction initiative.  We are writing © invile vou to
participate in a roundtable discussion on Wedonesday, Ouiober 16, 1996, at the 1.8,
Department of Education, 600 Independence Avenue, Room 6200, Washington DC, from
10:30 a.m. to 12:30 p.m.. A list of 1opics to be discussed at the meeting s enclosed.

The School Construction Intiative would provide financial support for school distics w
repair exisung K-12 schools or build new schools to replace old ones or to accommaodate
- increased enrollments. The key elements of this initative will be:

* A reduction in interest costs on new school construction and renovation projects of up
10 50%, with a shiding subsidy scaled according to need;

* An emphasis on sa;}porimg cz}f‘fwucmn or {enomiznn that would not have otherwise
ocourred, ’
¥ % .
. . 3&5" biilion in federal subsidies over the next four years;
. ﬁx AWO* prongzﬁd {undsﬁg distribution, under w%nch siales W{zuid receve the bulk of the

f uﬁdmg by formula (ter *further disiribution to'school districis) while 100-125 large,
h:gh nieed districis’ wcmlci receive direct funding from the Department.
We are espmmlly 1ntcrcsted in your thoughts and ideas 011 how to structure the subsidy so
that it best meets the objective of “jump-starting” new canstruction and renpvation, withia
the parameters outlined above. -~ -

Please retarn the attached for‘m viz fax by October 11, 1996 1o confirm your atiendance. 1t
you have any questions, please call Tanya Oubre at the U, S Deparmcm of Educa;zon at
202-205-0687., e W . - -
We look forward to meeling with yo.zz.

. ok Plle 7 &%’ o,

Gerald N, Tirozz Mozelle W. Thompson

Assistant Secretary for Principal Deputy Assistam Secretary for
Elementary and Secondary Education Government Financlal Policy
. U.S. Deparunent of Education U.8. Department of the Treasury

e misson &



. + .S, Department of Education 1.8, Depariment of the Treasury

SCHOOL CONSTRUCTION MEETING

Ogctober 16 in Washington, DC

. NAME:
TITLE:
ORGANIZATION
I will willnot - beabletoatiend the meeting.
. Please fax this form to: T e

Tanya Martin Qubre

Special Assistant K I S
Office of the Deputy %Lcremry W ':; TR
U.S. Department of Education -« = 77
FAX: 202-301.4358% = =~~~

P
{-", 4

E-Mail - tanya_oubref@ed.gov
- Phene - 202-205-0687
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TGOPICS FOR CONSIDERATION

How to promote “new” bond issues and encourage projects that result in net increases in
construction activity

Whether or not to structure the program so that funds could be used for alternative
financial arrangements that alse bring down costs

What management accountability should be required of staie/district? |

What arc the appropriate perfomance standards and how should they be builtinto the
program? =

What entity in the state and/or locality should be the recipient of the funds (for example, @
state bond bank, state education authariiy, community development bank)? What are the
advantages and disadvantages of each? ) '

~

f*



UNITED STATES DEPARTMENT OF EDUCATION
THE SECRETARY

March 13, 1587

Honorabhle Albery Gore; Jr.
President of the Senate
Washington, DC 20310

Dear Mr. Pregident:

Enclosed for consideration of the Congress is the Partnership to
Rebuild America‘s Schools Act of 1997, a bill that would provide
a one~time Federal stimulus to help States and localities bring
all public school facilities up to acceptable standards and build
the additional schools needed to serve increasing enrollments.
Also enclesed is a section-by-section analysis summarizing the
contents of the bill. I am sending an identical letter to the
Speaker of the Houpe. : ‘

Mr. President, a number of factors have led the Administration to
gonclude that the Federal Government must assist the States and.- .
localities in providing the schoel facilities that our children
will need if they are to athieve to challenging educational
standards. First of all, recent General Acgounting Cffice
reports have documented the deplorable condition. of too many of
the Nation’s schools. According to the GAQ, one-third of all
schools, serving more than 14 million students, need extensive
repalr or renovation of one. .or morye buzlézﬁgg,‘ '‘Students_are
attending schools that have antiguated heating, plumbing, and
electrical systems and even fail to meet -local health and safety
codes. Some schoele do not provide full access to individuals
with disabilities, and many do not have the infrastructure needed
to adopt new educatvional techngologies. All of these problems are,
mogt prevalent in urban districta. ' -

In sddition to making repairs and renovations to their existing
schodds, many districts will have to build new schools in order _
to accommodate incyeasing enrolliments. In fact, the Department
has projected that States and localities will need to build 6,600
- more schools in order to serve an additional 2.8 million studsnts
who will enroll in the next decade. Thig need will put furthar
pressure on already strained school budgets.

Clearly, school construction is, and will remain, primarily a.
Srate and local responsibility, and the vast majority of
facilities needs will have to be met with non-Federal resources.
Unfortunately. however, for a variety of reasons State and local
governments have not besen making substantial progress even in
clearing the existing backlog of construction needs. The Federal
Government can play & crucial role in addressing this problem by
.providing limited resources, on a one-time basig, in a manner

£O0 INDEPENDERCE AVE., S8.W. WASIINGTON, D.C., SERZ-0100
throushout the Natien,



Page 2 - Honorable Albert Gore, Jr.

that spurs States, communities, and even the private BECtor to
bear the burden and provide adequate school facilities for all
¢hildren. That is the purpose of the enclosed legislation.

In order to have maximum impact, our bill would leverage State,
local, and private support for schocl construction, rather than
paying {ox 100 percent of the cost of construction projects. The
propesal would provide interegt subsidies for school construction
bonds, or other financing mechanisme, teo States and major urban
school districte. Statep would, in turn, pass these pubsidies
along to localities, use them to redure the servicing costs of
Btate bonds or other financing vehicles, use them to capitalize
State revolving. funds for school construction, or use them for
other, similar purposes. -The maximum amount of Federal gubsidy
would be the equivalent of 50 percent of the interest cost on
bonds. Through this mechanism, every dollar of Federal money
wouid be matched by a minimum of three dollars of State, local,
or private money.

The Federal Government would not determine the specific .
constyuction projects that would be funded. Rather, States and
localities would upe the Federal subsidy for the cogsts/of . .
construction projects that reflect their highest, n&eﬁs,‘sucﬁ ag]
addressing health and safety problems or problems with, azr 1§;¢j;’
quality, plumbing, heating, -and lighting;.removal of , . .= ..'
architectural barriers in ordey to ensure. access, far 1nd1vzduals

.o T

with disabilities; grojectﬁgtorlncxaasa energy af‘iexenay,d :u ‘(»f

o~

construction to facilitate the uge “of mod&rn educat;analﬁnd ANNERAN
techniologies; and new construction needed to aacommadata‘““"'?f DAl
increased enxrollments. While the. State and Zocaz retlpzenzs e
would have the flexibility to determine which of these ‘types of’
construction activities are -their highest priority, they would

have 'to base their use of the Federal funds on a3 thorough survey '
of State or local school congtruction needs-and use the funds in

a manner conslistent with several other general ¢riteris such as,

at the State level, awarding the subsidy to communities with thé
greatest construction needs and the leagt ability to meet those
needs ‘with their own resources. .

T

Under the program, the Department would allocate cne-half of a
$5 billion mandatory appropriation to $States using the existing
*Title I* baric grantgs formula. The remaindey would flow |
divectly to the 100 districits that enroll the greatest numbers of
children living in poverty; those urban districts, according to
the GAC data, have far and away the greatest school congtruction
needs. Of the amount available for direet assistance to urban
districts, the Department would allocate geventy percent by
formula, again on a Title I basis, and wmake.the remainder-
available competitively to districts that have particularly
sevére needs and are willing to provide the mest support for
infrastructure improvements from noen-Federal resources,
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Under both the State and local programs, a critical objective
would be to spur additional construction paid for with non-
Federal dollars. Por this reason, the bill would prohibic
recipients from using the Federal funds to supplant State and.
local support for school construction. In addition, each State

. or locality receiving assistance would have to assure the
Department that it will increane, over a four-year pericd, the
amount of achool construetion paxd for with non-Federal funds
compared o the level expended Guring the preceding four-year
peried. These provisions would ensure that a2 one-time Federal
stimulus has an impaet far beyond the immediate benefit
attributable to the Federal expenditures,

Administration of the program would be k&pt simple. The
Department would make a single award to each State and locality
receiving direct aspistance. We would allow the recipients to
invest the Federal funde in a prudent manner, and use the returns
from that investment to meet bond payments and other c¢osts. Al
of the mandatory apprepriation would become available in fiscal
yeaz é?ga, and all-the payments would be made within a four~year
period,

To suﬁmarize. our bill reflects the following principles: . “: ;v -
vooeslo g~§f 57

(1} The ?ﬁderal Government should make available a ecne-time
$5 billion mandatory appropriation.to.address_ the magar
natmoﬂal problem of inadequate- schaal 1nfrastruature,

'\ff,

ey
*v,a.—v Ea = Gy

{2) The Federal funds will have- themrkgreatest zmpact zf;wp‘?jé’“‘*'»

they are used ro leverage additional -State, - locali® &ndAwwfg\ .
private effort rather than for.direct mupport for' the*enzzrewhm“
cost of construction préjects; .

(3) Because the ‘largest cities have the moat school .
construction needs, and often the fewest resources for -
meeting those needs, they should receive a wajor share of
the funding; and

té) States and localities should have the flaxlbllity to, uge
the Federal subsidy to carry sut the censtruction projects
they deem most important, but they should do so only after
completing a careful survey of their congtruction neede.
Purther, both the States and the Federal Sovernment should
‘direct the subsidy to the most needy communities,

* '.

I urge the Congress to take prompt and favorakle action on this
proposal. Its enactment would spur States and communities
nationwide to bring their school facilities up to the atanﬁaxd
our. children need and deperve. e

" The Office of Management and Budget advises that there is no
chijection to the submigsion of this propesal to the Congrese and
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. that its adoption would be in accm*d with the program of the

Pramld&nt.

Yours sincerely,
Y

Richard W. Riley
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. Modernize Schools for the 21st Century

In order for students to learn and to compete in the global economy, schools must be well-equipped and they
must be able to accommodate smaller class sizes. To address these and other critical needs, the President's FY
99 Budget proposes Federal tax credits to pay interest on nearly $22 billion in bonds to build and renovate
public schools. This is more than double the assistance proposed last vear, which covered up to half the
interest on an estimated $20 billion tn bonds. The new proposal provides tax credits in lieu of interest
payments for investors in two types of School Modernization Bonds: Qualified School Construction Bonds {a
new proposal) and expansion of the Qualified Zone Academy Bonds (created last year). The Department of
the Treasury estimates that the revenue loss associated with the bonds would be $5 billion over 5 years and
over $11 billion over 10 years.

$19.4 billion in zero-interest bonds (39.7 billion in 1999 and $5.7 billion in 2000} is proposed for construction
and renovation of public school facilities. The Department of the Treasury would allocate the rights to offer
these special 15-year bonds to States, territories, and certain school districts that have submitted school
construction plans to the Secretary of Education.

Half of the bend authority would be allocated to the 100 school districts with the largest number of
. low-income children, in proportion to their share of funds under the Title | Basic Grant formula in the
. preceding year. In addition, up to 25 additional school districts that are in particular nced of asststance, such
as districts with a low level of resources for school construction or a high level of enroliment growth, could
rc'écivc these allocalions. These funds would be spent in accordance with the school district's plans.

A wd - pik et

. :=_ . The other half would bc allocated to States and territories to provide to school districts in need of assistance in .
' '™+ accordance with cach State's plan. The bond authority would be allocated in proportion to each State's share
o te of Tunds under the Title | Basic Grant formula in the prcccdlng vear, after subtracting the Title 1 sharcs ofthc S
B ) 100 125 school districts (above). .- ‘

School Construction Plans: In order to receive a bond allocation, States, territorics, and the eligible 100-125
school districts would be required to submit a plan to the Sccretary of Education. The plans would (1}
demonstrate that a comprehensive survey has been undertaken of the construction and renovation needs, such
as the need to provide aceess 10 students with disabilities, in the junisdiction and (2) describe how the
jurisdiction will ensure that the bond funds are used for the purposes intended by this proposal, lncludmy, the
rcqulrcmcnt that they will supplement, not supplant, amounts that would have been spent on construction and
renovation in thé absence of the bonds. State plans would also describe how they will ensure that Jocalities
with the greatest need -- as demonstrated by inadequate facilities coupled with a low level of resources to meet
the needs -- would be served.

QOualified Zone Academv Bonds

This program, created by the Taxpayer Relief Act of 1997, provides a tax credit to pay interest on bonds for a
varicly of expenses (including building renovation) related to certain public school-business partnerships. The
FY 99 Budget would expand these bonds to cover school construction, and would increase and extend the
bond authority by $2.4 billion (an additional $1 billion, to $1.4 billion, in 1999, and $1.4 billion in 2000).

This bond authority is allocated to States on the basis of their respective populations of individuals with
. incomes below the poverty line,
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MEMORANDUM
TO: Bob Shireman, NEC ' NOV 1 8 BaT
Through:  Mike Smith
Tom Skelly
FROM: Tom Corwin

Direcior, OUS/DESVA, Department of Education

SUBIECT:  Options for School Construction Initiative.

Background

On March 13, 1997 the Administration submitted to Congress the Partnership to Rebuild
America’s Schools Act, the Admimsiration’s proposal 1o provide a one-time stimulus to jump-
start State and Jocal efforts to improve school infrastructure.

During the spring of 1997, the propasal received support from a wide range of interests,

including major, groups representing education, labor, and business/construction. Some groups

endorsed the b;i% sxzb}czzt 1o certain cavests {e.g., Davis-Bacon requirements for business groups);

others s.upp&r’iezi 1t without a;isahf cation. In Congress, the bill picked up over 100 House

. spongors, including at least two Republicans. The proposal, however, did not make it into the
final budget agreement because of Republicans’ opposition. Sabscquem to the budget deal, the

' Presxdent pledgcd to cantmua 1o fight for ?eéeral assxs%ance on school construction.

o \< W e w w LI
i Jf W R ,\L}im AN fae 2T U Ew

| . The 199? Tax Relief Act included the Rangel “Eéucaﬁoa Zone Academy Bonds” injtiative.

Under these provisions, the Federal Government will allocate, in 1998 and in 1999, authority (o
issue $400 million in bonds 1o support the establishment of “academies™ in jow-income areas,
The bonds will finance school rehabilitation and repair (but not construction of new buildings},
as well as purchases of equipment, curriculum development, and staff professional development.
Financial institutions that purchase the bonds will receive tax credits in amounts equivalent to the
interest that would otherwise be p'aid the availability of the tax credits will thus allow school
Commities, an expansion of this au_ihomy as an altematxve to the Coverdeii “Education [RAs”
proposal,

On September 10, Senators Daschile and Moseley-Braun, and Rep. Gephardt, introduced the
“Educational Faailities Improvement Act,” which embodies many of the same principles as the
Administration’s bill. It would provide a one-time mandatory appropriation of $1.9 billion,
offset by changes in the 1ax treatment of foreign tax credits.
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Bescrintion: The President’s bill would provide a mandatory, one-time appropriation of $5

 billion for grants to States and localities to pay for up 1o one-half the cost of repayment of school -

a“

construction bonds, or an equivalent amount i cases where an alternative financing mechanism
15 used. One-half of the funding would flow directly to the 100 large urban districts that educate
the greatest numbers of children living n poverty (and thus have the greatest need for
construction asqistance}; the other half would flow to States.  Of the portion available for direct
grants to urban districts, 70 percent would flow by formnla and 30 percent would go
competitively to the districts with the greatest neediest and willingness fo increase their own
school construction effont.

Recipienss would be authorized to use the funds for new construction, renovation, correcting
urgent health and envirenmental problems, energy conservation, making facilities accessible to
the disabled; eic., and would enjoy complete flexibility in allocating the funds among those
purposes. However, the State grants would be targated 10 the communities with the greatest
school construction needs and the least ability 1o meet those needs with their own resources.

The bill would prohibit rempzem.s from using the Federal funds to supplant State and local
support for school canstmc{zcn R zddznm} zach State or locality would have (o mncrease, over 8
four-year period, the’ amount of Scholeonstruction paid for with non-Federsl funds compared 1o

‘the level expended durmg the prevz{zus four-year period. The Adrmunistration has estimated that,

~through these prewsgons ‘the 35 billion I ?&é'era appri};}mmn would Zex*aragn $20 billion in new

. constructiofr over, f'eur 'YEars,,

[ *( v‘ <’i! ,;_,-e)-\,‘& 3_;&

' :‘ ‘;- Tl ) ”‘:x :
= Bill embodies the Administration’s ohjectives for the program: jump-starting school

construction activity, spurring additional Srite and loca! effort; targeting funds on the
most needy communities; and leveraging a limited amount of Federal money into a
substantial amount of construction.

= The Department would probably find it refé'iix’é]y' £8sy ff':-;ﬁ%»s;k up the pieces with the
broad coalition that onginally supported the bill - both the outside groups and the
Congressicnal sponsors. .

" By targeting heavily on the large urban distnicts, the bill was a key componens of the
Administration’s urban agenda, and was especially popular with the Congressional Black
Caucus and other Members from urban districts.

. Because it targeted so heavily on urban districts, the bill ran into at least partial
© opposition from Members with rural constituencies -~ Sen. Daschle, Sen. Harkin, and


http:resourc:.es

-
3

especially Rep. Obey, who was preparing his own bill at the time the budget agrecrﬁent
temporarily took the issue off the table. In addition, some of the constituency groups,
such as the Council of Chief State School Officers, were uncomfortable with the urban-
rural mix.-

This proposal would have 1o be authorized by the Education and Labor Commitiee in the
House, but paid for with an offset from another committes {most likely Ways and
Means). Without a reconciliation bill as a vehicle, 1t 15 difficult to move this type of
“pay-as-you-go” tradeoff. In addition, the tax committees are more inclined to pay for
initiatives that they authorize than for ones in other committees’ domams..

Rescription: In a recent e-mail, Jonathan Schnur recommends incorporating into the proposal
incemtives for reducing class size, such as providing a priority for LEAs and SEAs that would use
their construction funds to reduce class size. He alse recommends providing a priority for ‘
recipients that would use the funds to create facilities that house after-school programs,

" Pros

...... :i’ e if

Add resses mazor rzazzonal cancems pamw% rly the congern abom m'ercrow{ied cias*;es

_:?! e ikis:‘_ ‘&’“g}k“’f,i“’,t -

Addresses a major pr c}hieﬁ} zizat Sta‘@s &né Lﬁz&s are facing in z‘ezixzcmg, class sizes: that

they fack the classroom Spac.é‘ég 55 $6. - To some extent, may also address @ problem
faced by schools that desire to establish afler-school programs: because teachers often

don’t want after-schoal. pmuams operating cut of their classrpoms, schools must often

hold those programs i separate spaces,
Because of the widespread interest in these issues, ﬁxgﬁééiﬁy adding them to our hill

might build support for the gverall proposal {(and might make st more popular than
competing ideas fike vouchers},

To some extent, albeit not explicitly, the Administration’s bill already addresses the two

. concerns. It would authorize construction of new factlities needed to accommodate

growth in school enrollments (the same growth that generally leads 1o overcrowded
classrooms) and it authorizes construction projects needed to facilitate esiablishment of
“commumnity schools” (which provide, among other services, after-schoof programs}.

The new proposals would substitute Federal pmscriptia}é for local flexibility in
determining the highest-priority construction projects. The current bill would require
both State and direct local recipients to conduct surveys of their school construction
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needs and then to use the funds to meet the highest priorities identified in those surveys.
The two new priorities would, in effect, sav that projects to reduce class size or create
space. for afler-school programs would have a higher priority than the needs identified in
the surveys (even projects that, for instance, remediate threats 1o student safety},

The priorities would also involve the Federal Government mare in local decision
making, and place it in more of an enforcement rele, than is conternplated in the current
bill. The Department of Education might have to address, through regulations or
guidance, such issues as what constitutes an allowable afier-school program (e.g., afier-
school learning, or just day care), how much is enough class size reduction, and, since the
construction projects would have a life cvele of 30 or more years, how long a facitity
would have to commut 1o maintaining smaller class sizes or operating after-school
programs in order 1o qualify for the priority.

To some extent, the new priorities might reduce the targeting of resources under the
program.. The current proposal would direct funds to localities with the greatest needs, as
demonstrated by wadequate educational facilities, coupled with a low level of resources
available for school construction -- Le. the neediest wmmuzzztms Including equal
priarities for class size reduction and aﬁer—schoai prog,r&ms could deflect funds to other,
much less needy schools, et A

. ;’):‘s n ,;
soon
! o S SES Ty,

The Administration and the Dcpaﬂmem iza\fe iargely stayed Gut of the class size issue.
Most of the research conducted. over. 1he pasz couple'decades has found that reducing

- class size has a minimal, if any; 1mpact on cducatzonai guicomes, except when the
student-téacher ratio falls to a very small level (157or.less), Many pe(}ple believe that
funds that could be used to reduce class size are better spent on curriculum reform,
professional development, and other elements of systemic educational reforo. (Anthony
Alvarado of Community School District #2 in New York City inade this point very -
forcefully in an ED seminar this week ) Including a class size reduction priority in the
bill wauld place us on the record as favoring redoctions, without the research evidence to
support that position,

R L]
* .

LR

The Departmeant is already proposing to support the development of after-school Jearning
programs through a separate after-school learning initiative. We are more likely to spur
development of the kind of quality programs we want if we go at it directly, rather than
through a priority in the construction bifl.

Description: As noted above,” ‘Daschie-Gephardt would-appropriate $1.9 biiiioﬁ, compared to $5
billion under the Administration’s bill. 1t would provide one-third of the maney to the largest
urban districts, instead of one-half. Other major differences between this bill and the
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Administration’s are that: {1) It would require States and localities 1o obtain a waiver if they wish
to use the funds for any purpose besides subsidizing bond interest; (2) It provides an explictt
shding scale for determining the amount of the Federal subsidy (up 1o 50 percent of interest
casts) but then allows payment of 80 percent of the cost if recipients receive a hardship waiver,
(3} All direct grants 1o the urban disiricts would be made competatively; (4) the State formule
would be less targeted; (3} Sate and local surveys would not be required; (6} No requirement for
recipients to increase their own effort by 25 percent (although they would have to maintain

_efforty, {7) Srates would be required to match the Federal funding; and (8) Direct grants would go

not only 1o the 100 districts with the largest nurnbers of poor children, but to 25 additional
districts selected by the Secretary,

Pros

- Bill embodies the same principles a5 the Administration’s anzi 18 spansorﬁé bty the
Congressional Democratic Jeadership.

. o» The two-thirds/one-third split in State vs. direct urban grants is more acceptable to the

- more rural Members sud 1o portions of the constitugncy. Thls may-also make it possible
to pick up more Republican support. A two-thirds/one-third s;z fitds probab%gf close to
where tlze original debate would have ended up, anyway, L

" The z‘equlreme'zz for (io]lal ~f<}z~~z§e Har State mazc?zzzzg would encoarage Staics {o become

a-i wd of PR [,
more active in suppomrzg school constwczxm R A A o ey
PR A ’!. e as..,zz..] ,ajwmngvﬁ,’%, ,g{ ﬁ'

- An alternative to this {}ption would be to endorse” Qasvhla—Gepha:ét m"pﬁnci;&ie {rather
" than in total, or going forward with our own bill)¥ This szraiegy rmghl enable the
Administration to achieve needed improvements in the bill later on in the process.

e

*
#

» Bill is less flexible than Administration’s, and would be more cumbersome to administer.
Considering waiver requests from many States and districts would be time-consuining -
and difficull, Administening the entire direct LEA grants portion of the program through
campeinive grants would also 1ax ED resources.

= By permitting Federal funding 1o cover up to 80 percent of interest costs, and not
requinng States and localities to increass their owa effort, the bill would not achieve
anything near the amount of leveraging projected under the Administration bill. We
simply could not estimate that a dollar of Federal funding would generate four dollars in
construction; two 10 one would be more fikely. )

St

- The lack of a requirement for Stare and local surveys would mean that we would lose &

mechanism for vsing the State program (o build State and Iocal support for construction.



o °

In addition, because States and locals would not be required to measure, in an open
manner, their construction needs, the allocation of resources by those entities could end
up being more political {rather than nee»d based}

® . The Department would have dlfﬁculty :denu{‘ym&, 25 additional LEAs to receive direct
grants; there would fikely be significant political pressures on EID during this process.

L] While: the change in the urban/rural split would make the proposal more palatable ta the
rural interests, it would be a disappoinzment te the urban people and would make the
program less of an “urban initiative,” 1n addition, while the normal negotiations process
nught have resulted in a two-thirde/one-third split anyway, if we start out at two-
thirds/one-third we may end up with a bill that gives even legs money 10 the urban

- dhistricts,

Qﬁmmm Under the Educanon Zones Academy Bands authority, the Treasury Department
Lo wz%i allocate $800 million in bonding authority to States in 1998 and 1999: The States will then,
e s,zb allogate the authosity to “gualified zone academies” (or directly issue bonds in support of
. .” % those academies). Qualified zone academies are defined as public schools that are designed in
" A cacper&twn with business, seek to strengthen academics and improve graduation and
o ; emp?t:}ymenl outcomes, and either (1) are located in an empowerment zone or enterprise
L xar 5,« sy community or (2) have a reasonable expectation of enrolling & student population of which at
o, 3wt o lea81 35 percent recerve  free or reduced-price hunch.

I Aw.»‘.
[SPRARLAY | SN

1n order to issue a bond, qualified academies would also have to have commitments from private
businesses 10 contribute, (o the program of the academy, an amount equal to at Jeast 10 percent of
the amount of we bond. Contributions can be in the form of equipment, technical assistance,
services of emplayees (such as through mentorships), internships and other opportunities for
students, or other property or services.

- . Academies w:i {'5¢ able to Tse the bond proceeds for rehabilitation and repairs (but not new
construction}, as well as equipment, curriculum development, and teacher training,

Eligible purchasers of the bonds are banks, insurance companies, and other financial institutions
“actively engaged in the business of lending money.” These purchasers will receive tax credits
equivalent to the amount of interest they would otherwise receive from the lender, The
avallability of the credits will thus permit the academies to issue the bonds interest free.

In addition to the Rangel provisions, other Members have introduced legislation that would

address the schoo! construction problem on the tax side. Senator Moseley-Braun's “Schogl
. Repair and Construction Act” (8. 1472) would allocate the Federal budget surplus (up 1o 81

billion annually) to States for reallocation as tax credits. Builders and developers would receive

n E
T
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tax credits, on a sliding scale, of up to 30 percent of the total cost of construction. The 100 LEAs

~ with the largest numbers of poor children would be guaranteed their share of the funding. Rep.

Sanchez’s “Expand and Rebuild America’s Schools Act” (HR 2695) would use the Rangel
framework to-channel support to low-income schools in growing, overcrowded districts and
would support new construction (as well as equipment purchases).

From the perspective of the Treasury Department (which has strong réservation about tax-side
approaches in general), an option that builds on the Rangel provisions is preferable to other tax-
side alternatives because of the major effort that Treasury will already have to make to regulate
and implement Rangel, Although the Moseley-Braun approach is in most respects “cleaner”™
than Rangel, it would require an additional, parallel effort.

Pros
] Expanded Rangel bill would build on legislatton that has already been accepted by
Congress, might thus be easier to enact, -
" Current Rangel program will be complex and fairly difficult to implement, in exchange
for a very small amount of school infrastructure assistance. Expanding the program
would make the effort more worthwhile. R
m ' Expanded Rangel bill, or another tax-side approach, provndes a counter 1o Coverdell, |
~ tuition tax credit, or other private school fundmg proposals that will come lhrough the N
- Ways ‘and Means/Finance committees. In addition, Republicans may be fnendher to tax- o
~ side alternatives than to direct expenditures. i A S el
. Rangel-type program is consistent with Administration'goaj of getting the private sector
more involved in helping the public schools.
L] - My understanding is that Davis-Bacon requirements do not apply to programs financed

through the tax code, which would make the proposal more saleable to business and
.. - .Republicans (but, of course, less so to labor and Democrats).

L] A tax-side bill would be authorized and paid for by the same committees, eliminating the
procedural hurdles discussed under Option 1

] Current Rangel program will not do much for school infrastructure, because it will fund
' professional development, curriculum, etc. and won’t support new construction,
Substantial revisions would be needed to make it a real construction mitiative. -

« Treasury may find the Rangel program difficult to administer. For example, it may be be



8

difficult to place dollar value on the technical assistance, mentoring, and other in-kind
contributions from business in order ¢ determine if those contributions meet the
requirement for a 10 percent private-sector maich. [t may also be difficult to determine if
there is a “reasonable expectation” that an academy will have 2 35 percent enroliment of
students eligible for free or reduced-price-or that the proposed acaderies meet the
academically related requirements of the law,

The Moseley-Braun bill, as introduced, would not generate support for construction
unless there is a budget surplus. )



THE SECRETARY QF EDUCATION
WASHINGTON, D.C. 20202

July 2000

Dear Friend of Education: .

[ am pleased 1o announce the U.S. Department of Education’s first ever Building Better Schools
‘Week, a new initiative to promote safe, healthy and modern schools for America’s children.

On August 21, I will be launching this effort when | release the 1.S. Departiment of Education’s
annual Baby Boom Echo Report in Las Vegas, Nevada, one of the fastesi-growing school
districts in the country, This event marks the fifth vear of our reporting on the Baby Boom Echo,
the tremendous gr{mzh in schoo! enrollments that began in 1984 and is expected to continue
through the coming decade. This vear’s report focuses on the widespread nature of this growth
affecting urban, suburban and rural communities throughout our country.

Half of cur 80,000 public schools have at least one building feature ~ such as the roof, electrical
system, or fire alarm -~ that is inadequate. To highlight this need, the U.S. Department of ,
Education will work with local schools and educators, parents and community leaders in Building
Better Schools Week. During the week of August 21-26, events across the couniry are being
encouraged to draw attention to the need for school modernization, renovation and repair.
According 10 a recent report from the National Center for Education Statistics, our schools need

'#1..$127 billion in repairs. Eleven million students attend schools with at least one inadequate

<" ¥ -puilding, and 3.5 million students attend schools that need major repairs or rc;}iacemem A fact '
L tigheet' summarzzmg ‘the key fmdx}gs of this report, entitled Comdition of America’s Public School
. Facilitiés:’ 1999, accompanies this Tetter. The full text of the report is available on the

Department’s School Construction Web site at <www.ed gov/inits/construction/ >,

This Administration is deeply committed to belping communities respond to the challenges of
modernizing their schools” That is why we have called on Cengress to pass two school

- construction proposals: $24.8 billion in School Modemization Bonds and $6.5 billion in Urgent

Renovation Loans and Grants, to modemize and repair thousands of schools nationwide. A
desmpﬁon of these programs and the way they would work 1o help modemize our nation’s
schools is included with this letier, 1 also believe that parents, teachers, education leaders and a
broad range of community members must be actively involved in planning and designing schools
to make thers centers of communities. To help schools and communities work together to achieve
this goal, we have published Schools as Centers of Community: A Citizen's Guide for Planning
and Design, which is available on the U.S. Department of Education’s School Construction Web
site a1 www.ed.govfinits/construction/etty-centers. himl.,

Enie migsion is o ensure equal access n education and to promote educational excellence throughout the Nation,
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Those who work day to day to improve education for our nation’s children know about the needs -
facing communities throughout America. However, many people are not aware of these urgent
needs, and many communities lack the tools and resources 1o respond to these needs. Building
Better Schools Week provides a new opportunity for us 1o work together to educate our
communiiies about both the national nesd for school modernization and the unique needs facing
many local schoal districts as they accommodate growing numbers of students.

In order to highlight the needs of your jocat schools, T suggest vou do the following:

«  QOrganize various “bus trips™ for community members and the media to visit 3-4 schools
that need to be upgraded or to demonstrate overcrowding.

» Organize a school forum/tawn hall meeting with tnembers of the community - parents,
students, PTA members, business leaders, educators, retired citizens and others « in order 1o
showrase the need for school construction, renovation and repairs.

+ Write an op-ed article or lefter to the editor addressing the need for repairs and
renovalions in your local elementary or high school,

If you decide to participate; hhave attached registration forms that you may complete and return so
that we can send you material’as it becomes available 1o assist your ¢fforts, The U.S. Department
of Education will provide media:support, publications and other assistance as part of this national

_effort. For more information on Bulldmg Better Schools Week or U.S. Department of Education
resources {o help eéucate your.community about the need for school construction, please contact

Sara Mead at (2{32) f%{}iv8450 orvisit, our. Web szic at <www.ed, gcvfzmzsfconstmczmnﬁb
SERe '2&1,.33; Fooss .ﬂl'..w..,; i1t

Please yoin me and educators across the nation to make Building Better Schools Week a success.

Yours sincerely,

Pos ' Richard W. Riley
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The United States Department of Education

'BUILDING BETTER SCHOOLS WEEK

August 21 - 26, 2000
Participation Reply Form

ORGANIZATION

CONTACT NAME

ADDRESS

cary | STATE | ZIp

PHONE# FAX #

E-MAIL ADDRESS

H o

RIS TS \‘;\*.h‘. |
e it e

SUGGESTED SI'I'ES INYQUR.: AREA ’}”{} HOLD EVENTS:

SITE o il o) {ZQZ\TACT .« PHONE NUMBER
. .. ,..: e ,..fj,,..;} 4 ig h?’ﬂ:.r-"{-t KN wgu 31wl e .
SITE e T ‘CON’E“AC’Z’ | PHONE NUMBER _
PP 1 A A i e g *'-‘* P .
SITE o &‘.’EI(}?@TACT PHONE NUMBER

PLEASE COMPLETE TEIS FORM AND FAX TO:
Sara Mead (202) 301-0596

IF YOU HAVE ANY QUESTIONS OR COMMENTS PLEASE CONTACT |
Sara Mead at {202} 401-8450 or s-mai} Sara_Mead2@ed.gov.
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Fifth Annual Baby Boom Echo.Report
Kicks Off
Building Better Schools Week

The Baby Boom Echo Report

On August 21%, Secretary Riley will release the fifth annual Baby Boom Echo Report. The
report tracks the effects on Amenica's sehools of the tremendous increass in the number of
childran aftending our nation's schools and will project future increases to 2010, As a resul,
many of ur schools are overcrowded and deteriorating, and the sight of portable classrooms
filling up schowl playgrounds is increasingly common.

This year's report emphasizes the impact the Baby Boom Echo is having on urban, suburban
and rural schouls in ali regions of the country. The report will highlight the enrcliment pressures
on schools in 7 of the nation’s largest and fastest growing melropolitan areas: Atlanta, GA: Los
Angeles, CA, Chicago, iL; Miami, FL; the Washington, DC metro ares; Boston, MA and Las
Vegas, NV.

-Building Better Schools Week
"What kind of message do we send our students and teachers when we send them into rundowa,
overvrowded schools? As we enter this new century, Ial's show our chitdren that they are our priorty,
. Let's huitd m‘roofs for them.”
$eoretary Riley, Remark5 t{} Na%zaﬁaf Educgéimﬁéﬁssmzm July 47, 2000

. AR g LA
In light of the enrollment growth descnba{i in the Baby, Boom Echo report, many communities
throughout the United Statesface an ﬁ?g&ﬁi need for. school modermization, renovation and
repair to accommoedate rising enroliments.- In an effort to. empms 2 this growing need,
Secretary Riley has! ‘declared the Week z}f ﬁugust 21 25 2000 as Building Better Schools Week.

All Types of Schoéls, AII,Across the Country
This need is being {elt in urban, suburban, and rural schools alike, and by communities in all
regions of the country. Following Building Better Schools Week, Secretary Riley will ravel
along the Mississippi River on his second annual *“Success Express™ Bus Tour, On his trip, the
Secretary will visit schools in Louisiana, Mississippi, Arkansas, Tennesses, Keniucky, Missouri
and Hinais to highlight the issues, including schoot construction, that face our nation’s schools
a5 studerzts retinn this fall.

: Schools as the Centers of Communfty
The U. S. Department of Education encourages educalors, parents, advocates and leaders at -
all fevels of government to take advantage of this week to educate their communities and
izaders about their school construction, repair and modernization needs. Building Better
Schools Week is also an opportunity to celebrate communities’ succeszes in bullding and
modernizing schools, | is important to highiight the innovative strategies being taken by
communities across the country 1o create schod! buiddings that make schools the centers of
community.

Join Secretary Riley end the U, 8. Depariment of Education
For more information on Buil ding Better Schools Wesk and how you can be involved, or on
Department of Education Resources to help educate your community about the need for school
construction, please contact Sara Mead at (202) 401-8450 or visit the Building Better Schools
Week Website at. www . ed.gov/inits/construction/.
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Students cannot be expected to reach high standards in substandard school buildings. Afer vears of
deferred maintenance and growing enrollments, a significant new investment is needed 10 prepare our

~ school facilities for the 21% century. Half of our public schools need repairs - (otaling $127 billien,

according 16 a recent U5, Department of Education report. To help communities nationwide modernize
their schools, President Clinton has called on Congress 1o pass his school construction proposals: $23
billion in School Modernization Bonds and $6.5 billion in Urgent Schoo! Renovation Loans and Grants.

$25 BILLION IN SCHOOL MODERNIZATION BONDS. In the U.5. House of Representatives, Reps.

Charles Rangel (D-NY) and Nancy Johnson {(R-CT) introduced bipartisan legislation (H.R. 4094) baged on

the President’s proposal, In the Senate, Sen. Charles Robb has introduced a similar bill. The Johnson-

Rangel America’s Better Classrooms Act now has 224 cosponsors ~- maore than hailf the members of

the 1.S. House of Representatives. The proposal would create $24.8 billion in school construction bonds

that would be interest-free for school districts and would help modemize 6,000 schools nationwide.

e How School Medernization Bonds Work. Bondholders would receive federal tax credits rather than
mterest payments from schoot districts, allowing districts to bomrow interest-free for school
construction. A similar mechanism has been used successfully for Qualified Zone Academy Bonds
(QZABs). Districts conid use these 15-year bonds o modernize existing schools-as well as build new
ones. The proposal would cost $2.4 billion over five years 'E“hﬁ bill's innovative financing mechanism
is & cost-effective approach to leveragzizg Jocal’ constwcizon ihat ‘avoids a new bureaucracy. All

. decisions regarding which schools to build or repair wouid be iefi to states and local school districts.
L

How Bonds Would Be Allocated, Of the $24, 8 bziizon ‘in schooi construction bonding authority: $2.4
billion would be al located to c:xpa:nd the cxzs!mg Quahficd Zone £ Aca{iemv Bonds program, $400
million to- Bureazz of Indian Affairs, schools $I3 2 bzlhon to statf;s base;d on enroliment, and $8.8 billion
to the 125 school districts with the Eargesi ‘number of iew-znmmc cinici:ca ’

= rs
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LOANS AND GRANTS FOR URGENT REPMRS President Clinton pmposeé 4 $1.3 billion initiative

o make $6.5 billion in grants and interest-free loans for emergency repairs at-8 {}{}{3 schools a vear. Sen.

Harkin and Rep. Clay have introduced urgent school repair legislation.

¢ A Five-Year Effort to Help 25,000 Schools. Over five years, the initiative would help 25,000 schools
- more than one-fourth of all schoels -- repair roofs, heating and cooling systems, and electrical wiring.
These repairs can belp make schools safer and more energy efficient, as well as zm;z»rcve: Access 1o
technology.

» Complements School Modernization Bonds. Urgent Schoo! Renovation Loans and Grants would

. complement the School Modernization Bonds proposal, including the bipartisan bill introduced by -

Reps. Johnson and Rangel that now has 224 cosponsors. School Modemnization Bonds would fund
major renovation projects and new buildings, while Joans and granis would be avaz%able faster and with
a financing structure that is better suited to repair projects.

» Targets Funds to Meet Need. Of the $1.3 billion in renovation ﬁmds

- §$125 million in grants would be provided to other high-need school distriets with fittle or no capacity to
borrow money for emergency repairs. The smaller grant program would provide direct funding to the
neediest school districts unable to finance the capital expendintres-associated with school renovation:

. $50 million in grants would fund repairs and construction at school districts where half or more of

students live on Indian lands; _
-~ The remaining §1.123 billion would fund $6.5 billion {8 interest-free, seven-year Ioans.


http:Affairs.schools,'SI3.2'billion.to

CONDITION OF AMERICA’S PUBLIC SCHOOL FACILITIES: 1999

The report published by the National Center for Education Statistics (NCES} provides national data about the

fition of public schools in 1999 based on a survey conducted using the NCES Fast Response Survey System

Q} 35). The FRSS resulis based on a nationally representative sample indicate that even thaugh most school
L

Hities are in good condition, many are in less than adequate condition, and 3.5 million children attend

schools where at least one building is nonoperational or significantly substandard. The report provides
information about the condition of school facilities, school plans for renovations, the age of public schools, and
overcrowding. Key lindings include the following:

Three-guarters of schools reported needing 10 spend money on repairs, tenovations, or modernizations to put
the school’s buildings or building features into good overall condition.
¢ The total amount nceded for this work was gstimated to be $127 billion.

¢ Among the schools needing to spend money, the average dollar amount nesded per school was abowt
$2.2 mithon.

Twenty-four percent of schools reported that at least one type of building was in Jess than adequate |
condition. Approximately 11 million children were enrolled in about 19,000 schools reporting at least one
type of onsite building in less than adequate condition.

~ Fifty pc}cem of schools reported that at least one of nine building features {roofs; framing, floors, and

foundations; exterior walls, finishes, windows, and doors; interior {finishes and trim; plumbing; heating,
ventilation and air conditioning; electric power; elecincal lighting; and life safery features) at the school was
in less than adequate condition. Schools in central cities and schools with the highesi concentration of
poverty were most likely fo report at least one building fearure as less than aéeqaatc

Twenty percent of schools rated the condition of their life safety fcamras (e g ﬁre alarms and spnnk}cr
'stems} as less than adequaie.

. E
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Ventilation was the environmental condition most likely to be reported uasa‘tlsfactt}z‘y ¢One-fourth of

“schools repomd needing azr—mndmomng =Schools in rural areas and small owns were more: Z;kcly than
;.schw!t; in large towns and urban ﬁmgc areas to z‘eport that at least: Qna of their emzmnmentaj cozzziztzons
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was unsatisiactory. : FEtE RS LRGN
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Qver half of the schools reparzmg less than aéequaza gonditions of &t Ieast one building feataz*f: had no plans
for improvement.

*v“

The most accurate indication of a school’s age is not the actual age of the building, but the functional agg:
which 1akes into account the history of its maintenance and renovations. The functional age ts defined as
the age of the school based on the year of the most recent renovation or the year of construction of the main
instructional buildings if no renovation has occurred. The average age of public schools in 1999 was 42
years, based on years since original construction, The average functional age of schools was 16 years, '
Schools that were relatively old in terms of functional age were more likely than newer schools o reperz
inadequate or unsatisfactory conditions.

_ About a quarter, 17,400 schools, were overcrowded ({tm'oiimem‘ more than 3 percent above their capacity),

Large schools were more likely than other schools to be seriously overcrowded, and small sehools were
most likely to be seriousty underenrolled. Schools with a high minerity enroliment {(more than 50 percent)
were most likely to be seriously overcrowded. Schools that were classified as overcrowded were more
likely than other schools to report at least one type of onsite building in less than adequate condition.
Thirty-six percent of schools reported using portable classroonis, and 20 percent reported using temporary

. dldings. Most reported using portable and temporary instructiona) space a5 a result of overcrowding.

This report can be found on the Department of Education’s School Construction Website at:
www,ed.gov/inits/construction/


www.'ed.go\'/initsfconstruction
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BETTER SCHOOL BUILDINGS MAKE BETTER STUDENTS

A -wing body of research Has linked student achievement and behavior to the physical building conditions and
ywding. Good facilities sppear to be an important precondition for siwdent learning, provided that other conditions are
et that support & strong academis program in the school,

e Studiss of schools in the District of Columbia, rural and urban Virginia, and North Dakota found higher test sceres in
schools in better condition. Students in poor school buildings seored five to 11 percent fower on standardized tests. One
study found that paorer achievement was associated with specific building features such as substandard science facilities,
air conditioning, iocker conditions, elassroom furniture, more graffin, and noisy external environments {See Edwards,
1992; Cash 1993; Hings 1996; and Earthman, 1996).

* Heating and air conditioning sysiems, facilities like science [aboratories and equipment, and color and interior painting
appear 10 be very imponant 1o student achievement. Proper building maintenance is also related 10 better azzl itudes and
fewer disciplinary problems (McGufley, 1982).

»  Research also indicates that the guality of air inside public school facilities may significantly affect students' ability 1o
concentrate, The evidence suggests that youoth, especially those under ten years of age, are more vulnérable than adults to
the types of contaminants {ashestos, radon, and formaidehyde) found in some school facilities {Andrews and Neurath,
1488). .

" » A Camegie Foundation {1988) report on urban schools concluded, “the tacit message of the physical indignities in many

urbay schools is not lost on students. It bespeaks neglect, and students' conduct seems simply an extension of the
physical environment that surrounds them.” Poplin and Weeres {1982} reported that, based on an intengive stufiy cf
teachers, administrators, snd students in four schools, “the depressed physical environment of many sciwcis {15
helieved 1o reflect society's fack of priority for these children and their education.”

i
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. sre the problems with working conditions are serious cnough to impinge on the work of teachers; iimy result in htgher §
Lesentecism, reduced levels of effort, lower effectivencss in the'clasgroom, low morale, and reduced job saizsfacnon
Where working conditions are good, they result in enthastm high morale. cooperation, ané acceptance ofrcspcns:btllt} Hos
{Corcorun et al,, 1988). - e -,_'. B Vey iy .s . m,%@., izf‘%ﬁ»'* TN
RS Bt
» A study of overcrowded schools in New York City found that students i szzch schools scored sf gmﬁcanity jower on bmth ’
mathematics and reading exams thay did similar students in underutilized schools. In addition, when asked, students and
teachers in overcrowded schools agreed that overcrowding negatively affected both classroom activities and instructiona]
techrnigues (Rivera-Batir and Marti, 1995).

JEEFERENCES:
Antews, Famnes B, and Richard Newrolls (Octabsr 1988), "Envirenmennily Reluied Health Hagards in the Schools" Paper prescated a1 the Ansusl
-Meetiag of the Association of School Pusiness Officiats [aternational in Detroit, Mickigan, ED 300929,

=1 Camnepic Fouuwdation fur the Advancentent of Teaching. An kmperiled Gengragion: Saving Urban Schools, Princeron, New Jersey: Auvthor. ED 263940.

Cash, Carol {19933 A Study of the Relatinnship Between School Bailding Condition and Swudent Achizvement and Behavior. Unpublished dosters!
dissertation, Blackshurg, VA Virginia Pplyteehnic Institute and Siate University.

Coreoran, Thomas B, Liza J. Walker, and ). Lynoe White {1988). Working in Uirban Schools. '&’ashingtan, B nstitate for Educational Leadership.

Earthman, Glen {1996}, "Review of Ressarch on the Relationship Betwezn Schoo! Buildings, Student achisvement, and Student Behavior.” Draft
position paper prepared for the Council of Educational Faciity Flanacrs, Intornstionsl. Scotisdale, A7,

Echwards, Moureen M. {1992}, Building Conditions, Parental Involvement and Student Azhisvement in the D.C. Public Schos ﬁ}’ﬁcm‘ Unpublished
Master's Degree Thesis, Georgetown University, Weshiagion, D.C. (ED 364 185),

Hines, Eric (19961 Building Condition and Siudent Ackigvement and Behavior. Unpablished dociors! disseration, Blacksburg, VA Virginiz
Pudvtechnic Insiyte and State University,

Mc{”%ﬂf{cy, Carroll {19823, “Facitites " In Herbenn Walberg (ed.), Improviag £ducational $zarzé3.rds and ?mézxczswze Werkefey: MeCutchan Publishing

c S,

* Aary. and Joseph Weeres {1992}, Voices from the Inside: A Repon on Schooling from iaside the Classroom. Part Gne: Naming the Problem, Thc
1y for Education in Transformstion af the Claremont Graduate Schoal,

Rivera-Batiz, Francisco 1., red Lillian Mani {1995} A School System at Risk: A Study of the Consequences of {};'e?crowdi:&g in Mew York City Pablic
Schoals. Mew York: Institute for Urban and Minority Education, Tesshers Coliege, Columbia University.

ga,- £



-
*aud

I3
N

ing m Amimca are ﬁw mofs of our natmn s schz}()]s.

mzr schools nced ev{tenszve TEépairs or replacement - We can’t expect ﬁur ;
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Communitiss across the country are struggling to address critical needs to renovaie existing sehools and build
new ones. School construction and modernization are necessary to address urgent safety and facility needs, to
sccammodale rising student enroilments, 10 help reduce class sizes, to make sure schosls are accessibie 1 all
students, and to modernize buildings so they are well-equipped for the 21* century.

AMERICAS SCHOOL ARE AGING AND NEED REPAIRS
In June, 2000, the Kational Center for Education Statistics (NCES) refeased Condition of America’s Public
School Facilittes; 1999, providing information on the condition of schoo! facilities, school plans for renovation,
the age of public schools and overcrowding. The report indicaies that many schools are in less than adequate
condition-—and 3.5 million children attend schoels where at least one building in nonoperational or siznificant]y

substzndard. In panticeiar;

» Three-quarters of schools need to spend money on repair, repovation or modernization to bring the
schools buildings and building features t¢ good overall condition:
- Oune guarter of schools—19,000—report al Jeast one bu:ldmg in less than adequate {:cmdmon 11
miilion children are enrolled in these schools.
- " Half of schools report al least one building {eature in less than adequate condition. Schools in central

40T LT - citics and those with high concentrations of poverty were the most hikely lo raporl at least one less than
oI adequate feature
One in five schaals rated their Iife safety features, such as.fire alarms and sprinkler systems, as less than
~ adeguale. o
One in four xhw%smzﬁ%—hava unsmzs{a{:zery v cnnlatzon and one in ﬁve }m‘ye unsatzsfzzz:ie:}rv heatmg, e ol
indoor air quality, noise {:orstml or physical security systems. + | o ; Vi T
] " The total amount needéd for this work is estimated to be 5127 baiizan - -** ity e T
LYY Aheazt g gquarter of schools——17,460—were overcrowded. 36% of sc?zcsz}}s rr,porias:i using pombiz .
' " classrooms, and 20% reported using temporary buildings,

ENROLELMENTSAREIRISINGH "m‘"

In Augz‘sz o 2000, L‘w Department of Education, released a Sack to Schoo] Spacxal Repaz’t ont 1e'Ba{3;¢ 8{3{3*}1
Echo entitled Growmg Pains: The Challenge of Overcrawded Schools is Here 1o Stay. Findings included:

Lo

s A record 53 fiillion éhtldrezz are enrolled in publrc and private elementiry and seceadary schools
today—- a net increase of § miliion schoolchildren in the last 15 years,

+ Unlike the “baby boom” in the 1950°s and 1960%s, which was followed by a “haby hust” in the 1970,
the namber of births and students enrolied in school is not projected (o decline. Inslead, afler
mm;zzmng relatively stable berween 2000 and 2010, the number of school-age children is expected o
increage steadily for the foreseeable future, rising by 6 percent between 2010 and 2020, and reaching 94
riltion sn 2100, about 42 million more children than in 2004

-
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The President’s school modernization package inciadas $24.8 tillion in tas-credit bonds over two vears to
help communities address the long-term needs of aging facilities and increasing enrollments. These bonds
can be used for new construction and extensive renovation projects for up to 6,000 schools.

w . e

This tax-tredit bond would provide interest-free financisg (0 help state and loca) governments pay for .

school construction and renovation. Instead of paying the interest and the principal on school construciion

bonds, the average issuer would be responsible only for repaying the principal. The federal government
 would provide tax credits 1o the bond holders in beu of interest payments,

Tax-credit bonds deliver 8 more substantial benefit to the issuer thap tax-¢xempt bonds provide.
While tax-exempt bonds usually have lower Interest rates than taxable bonds, tax credit bonds would
typically have so inlerest costs for the issuer.

Tax credits conld be used by states and districts that do not issue bonds for scl’zoei construction and
instead use other forms of debt financin o. Tax credits could be used to pay interest on all forms of debt
instrurnents for school construction, siuch g8 tax anticipation notes, certificates of participation, revenue
anticipalion notes, bank loans, etc.

Tax credits allow states to determine whao can use the school modernization bonds in their states.
Once the hond Zlocations are made among t?ze states, ach state has the discretion 1o determine how they
will be used withim the state. ' -

Tax credits-would be valuable to all investors regardless of their tax Hability, The proposai imciudes

.} twoloptions that make tax credits valuable to organizations, such as non-profits and pension funds that do

i“"‘ not*haxe 1ax lzahzizzy - Stripability allows tax credit payments to be siripped from bonds just a5 interest

e
T ik
- i
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g 35‘"“““ fiaymenis can be stripped frdm other financial mstm-nems Repurchase agreemoents enable orgam.cauons

055 wzih no 1ax %za%azi;zy 1 receive the cash value'of the tax by temporanly selling the bond io another » *
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orgamzazwn that can take advantage of the (ax credits. :
The interest rife would be 2 daily rate based on the corporate bond 3seld This interest-rate structure
will make school modernization bonds attractive to investors because it1s closely aligned with fluctuations
“~in the corporate debt market™

-Boend buyers could recognize the tax credits on a quarterly basis. This allows bond holders (o ac{]us!

quarierly estimated tax payments, rather than waiting until the end of the year to cash in the tax credits,

Tax cr cdlts could be carried over to future taxable years.

“Sehool Modernization Bonds doutd be'uséd 1o finance the purchase of land.

Ina B_Qﬂd__B_}.l_},ﬁf article {4/30/99), members of the financial industry complimented Represemative Rangel's
bill (which is based on the Adminisiration’s new School Modemization proposal} as Dllows:
Robert E. Foran, a senior managing director and co-head of the public finance department at Bear, Stearns
& Co., said “they are teying to be responsive 1o what the financial communiny says [could be] an cfficient
borrowing’ mechanism, Foran believes that allowing tax credits 1o be stripped from the bonds will result
in “something very marketable, " and said, "I know we could sell the credits far whart is essentially a zero-
coupon taxable muni. 1 know there is a demand for these.” ’
David Walton, 2 partner with Jones Hall in San Francisco, said the proposal—especially credit stripping—
was “very interesting " because it could create demand for the tax-credit bonds.
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State
Alahama
Alasks
Arizona
Arkansay
Lglifornia
Lolorado
Lonnecticut
Celaware
G.C,
Fioridn
Georgia
FHawail
ltatio
Mingis
Indizng
Iowa
Kansas
Kentucky
Louisiana
Maire
Maryiarnd
“tagsachusetts
higan
EFIesols
M;ssxsszppz
Missouri
v Maontang
Nebraska
Nevata
New Hampshire
New Jersey
New Mexico
New Yeork
North Carolina
Norih Dakota
Ohio
Oklahema
Oregon
Pennzylvania
Puoerin Rico
Rhode 1stand
South Caroling

- Bouth Dakots

Tennesses

Texras

Utah

Vermont

Virginia ..
ashington ~
85t Varginig

Wistonsin

Wyarring - .

American Damoa

Guam

Northern Martanss

School Construction Initiative

Distribution of $24.8 Billion In Bonding Authority
Initial Estimates for H.R. 4094

Estimated
Allpestions (000s)

$354 922

53,368

337,448

183,518

3,108,588

296,358

282,085

48,070

B8 004

1,188,487

&54,0

77 458

93,408

1,221,868

458 436

196,453

196,866

205,249

473,051

84,355

385,270 -

" 467, 254

L 7 006,867 °

T T 378,952
Y 237.537 .

~ BRO77,
131275
02,951 -
'80,802
660,175
157,627
2475 435
488,115
46,506
1,015,626
277,839
235,626
1,344,126
378 T™

40,648
284,932
56,180
421,577
1,988,390
175,947
42,022
422,902
402,308
123,951
491 848
38,712
15,178
8,926
14,027

" '»,;J.gzsz\,s?sg‘ ;~

Ftan

g,
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Virgin Islands 13,132

BiA 400,000

TOTAL $24,800,000

MNoles:

1 Based on bast avail able d4is as of March 24,
2000,

2 Of the tolal $24.8 biflion in bonding authority
proposed, $2.4 Billlon would be In Qualified Zone
Academy Bonds, disiributed 10 states based on
Tile | Basic Grant ghares, and s remaining
$22.4 bithion in School Canstruction Bonds would
be gdigparsed as follows;

s 5400 million would be set-aside for Bamau of
indian Affpirs schools,

«  £5.2 billion would go to the 128 schiool
districts with the largest numbaer of childres in
poverty based on their Title | Basic Grant
shares,

o Iheremaining $12.2 billion would he
distributed to States, including Pueris Rico,
hased on population ages 517 {oullying
areas, howaver, receive funds in praportion
{0 their share of the population in poverty,

;“‘ FL g v R



Consirnygtion intiative:

. Dasmbmm" pf 824 8 Bilion In Bonagrg Authory

frauat H{lrgr e er ’“.32( 494

Siawe Estimateg
Afseaiong G00s)
Toltrans Scoont Consrutiinn Bonds
SEA ajipeation 2k 877
Denver Loury &£ 248
GIARS o0
Siate Towdl 295358
Lonneclicest Seroot Consinuction Bonds
ZEA Alpoation 85,775
Brtipnoorn 30487
. Hardord 45389
Mew Haven 28,188
QZ&BS ; Z1E2R
Slawe Tom ’ ‘ : 292,085
Dpjaware Sehool Donstructinn Bords
. TEREA mumcation £ 41080
QZABS a.5En
State Tolal ag.Lrl
Distngy Of Columbia Senoot Sonstruction Bonds
SEA Alieation 0
District Of Columma Senoo! Districy 81,088
- QZABS o ! ':,u‘ 4 L31%
. Bate Towal . . ‘;5,_ : 58,904
) . . w  Floriga School Crmr,tru ion ands . .
' , ‘ . "SEA"Atigcalch ' 235,594
" ‘ ) N “Brevird C:eumy 27,183
falge o " ‘1 Sy Bowarg Cemty 86,350
- * : ;d Oace (:mmy 252,704
. e IJm’ af Gounty ! £3.637
: " Essamnia County 32542
" Hillstorgun Courty 82 Gz2
L8 Lounty .. 22,887
: Marnon Sounty T 22 B3
5 Lrangs County 51E74
Pairn Bagsh County 584 BZ5
- Pasue County 028
Pirasites Jounty 50454
. ’ Folk County e, vy 4D.E74.
Yohuss Oounty 28814
{ZABRS 132588
e Towd 1188487




Constniction ingiative:
Crstribnaion ¢of 324.3 Biflion in Sonding Authoity
Inital Estirstes for KR 4084 :

Siaie Esnrratod
Allooatong (D00
Kentucky Honoest Consiruction Bongs
SEA Alocation 138,802
Jeffarson County 6,1
LZABS 30558
Sipie Total 255,24
{nuisians Senool Sonstraction Bonds
SEA Allocation 185,316
Carkio Parigh v 585
East Baton Rouge Pansh 40,51
Jefferson Parish 41,088
Oripans Farish 50,129
CLARS Eaats
State Total ' 473051
Maine Sanod Construction Hongs
SEA Adlorainn TE AT
SIABS sRuz
Srata Toi 54, 358
tarvinnd Senoot Consiruclion Bongs
SEA Alinraton +25,644
Saltimos Oty . 4 L 132,203
Saltimore County e 3.120
Mordgomaery County - , - 27,184
Printe Georges Lounty 5 * 38,79
- LZABS . ,;\--.?;% 74l ,r, AT iz 34
State Tal SR D 358,270
Masszchusens Serool Construchin Bonuslr« &5 V1T
SEA Aflocation * 4 D T 315,080
Boston + ", T o SRR, 74059
Springfiety ' . 31 57
QZABS 48,318
. Siote Total | - AG7 N4
Kighigan Schoot Construction Bomls
SEA Anocaton 234,884
Retroit 363147
Furt . 38308
T s GemnorRapids ™ wers
QOZABE 202048
Gt Total 1 008 567
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Lonsiruttion intialive:

Initial Sstimaies for H.R. 4054

. Distrinution of $24.8 Balion in Bonding Authority

Stawe Esumatad
Aliatations (000s)
New Jjersey Schenl Torstruction Bonas
SEA Allocaton 4273789
Camgen 37,876
Jersey 40,572
Newark 70,788
Paterson 28,712
L2AHS5 53 R4H
Siate Towl 560,175
Naw Maxing Sehoo! Construction Bongs
SEA Allocanon 84,380
Albninuerque . 45773
QZABS * 20454
1ate Tatal 152 627
Neow York Rehool Construstion Bonds
SEA Alincation 02,158
Buffaio FZBi8
New York Gity 1,467 BE§
Rochestier 58,836
Syracuse G805
QZARS 228133
State Total " ZA78,435
Norn Caroling Schoal Constrystion Bonds R .
' SitA Allocation n T 3asan
‘Charofie-Merklenburg © T LT T a1sTe

Nonn Dakota

Snio

Ciumbgriang County
., Guitford County

£
-t FE o e

OZABS
Biate Total

A X

Sahoai Construction Bonts
SE4 AECGLalon

COABE

Stare Toig!

Schont Sonstruntion Bongs
BEA Allncation
AR
Canchay
Llevelarg
Columnbus
Bayion
Toledn

GEABS

Supie Totmt

-

PP W s 1 -n!;-":?;
Wake Qoyny " 0T v

e

N omemep s Ll
FRlRRN 4 B

1,0 mam
: 12,985,

Lo17.892

£ %

T age i

25846
2 OAn
45,556

L2

578,788

31,754

Y RE
110,208
E5.064
5012
42,037

L4 ER2
10t E28

.

-

4

%

S

e

e
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Sime Ezumated
Alocations (000s)
Tannesses Senon Constaason Bonds
SEA Allutaton 235,077
Knpx Sounty 21,382
Mamphis City 85,771
Nashwile-Dpvidson Lounty 37,854
AR 44202
Bt Tolat 421,577
Texas Sonexdt Construction Bonds
LEA Alonation G72EVS
Addine 28278
Aystin . 37,763
Browrmvile . 48,077
{oremas Chrigl 31.087
Datiay : 195,550
Bohndnap 8,748
£ Fasn §3,288
Frt Worth T 58,0687
MmN 163,582
Lareun a7
Ladannck 19,208
bAzaiian 21,832
Faradend 18 468" -
FranSan JaareAlamd - 22,467
Ban Antonit oL 70,780
Yeite . o 36,738
QZABS . 2hg.0098
Sate Totsd - . 1,988,380
Uiah’ Sehom Constnagtion Bonas L M aany L
SEA allocation A 185308
QLABS C = 10541
Stwe Totat 175,547
{ e VErmon Sehoat Congtrugtion Bonds |
s SEA Allocation B 043
QZABS S.58D
Siate Tolal . 42 822
L Vaginig Schoul Construction Bonds
et o SEA Altnration 281,264
Fairax County 21546
Nprfoin City 27782
Richmond City Putlic Bomogls 24580
Vieginia Beach 20,719
QZABS B
Biste Yol AZZ 802

Congiruction iomiative:
‘ Distribation of $24.8 Billion in Boanding Authonty
indial Estimates for MR, 4004
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The pending bipartisan budget agreement on school renovation would provide
$1.2 billion for grants to Jocal educational agencies for urgent school renovation,
activities authorized under part B of the Ihdividuals with Disabilities Education Acl
{IDEA}, technology activities related o school renovation, and charter schoot facility
financing, Out of this total, neardy 51,1 billion would be distributed to States based on
Title | Local Educational Agency (LEA) grant shares, with a small State minimur of
-one-half of ene percent. The remainder would be reserved for Indian districts, the
outlying areas, and charter schools (see below).

The States would distribute 75 percent of therr allocation of funds 1o LEAs for urgemnt
schoo! repairs. States would award these grants on a competitive basis using the
following criteriar student-age population; need {or school repairs; fiscai capacity to
meet repuir needs; likelihood that the LEA would properly manntain repaired school
facilitics: and, for proposals that include chanter schools, gecess of those schools 1o funds
availubie to other public schools.

States would ensure that high poverty LEAs with 30 percent or greater poverly or with at
teast 16,000 poor children, in the aggrepaie, would receive an amount proportional {o the -
amount those LEAs receive under Title 1. In addition, States would ensure that rural. _
LEAs receive, in the aggregate, an amount proportional 1o their share of Title ] funds, =+

e,
In addition, non-profit private schools with student poverty rates of 40 pereent or gre"afé? N
would participate in these funds on an equitable basis. These private schools could use
these funds to modify schoel facilities 1w meet standards under the Americans wzzh“ SR
Disabilities Act and Section 504 of the Rehabilitation Act and 1o sbate and remove o
asbestos. Lo

States would distribute the remaining 25 percent 1o LEAs on & competitive basis for
activities authorized under Part B of the IDEA, 1echnology activities related to school
renovation, or same combination thereof, at the discretion of the State. The selection
criteria for IDEA grants would be: the need for funds to educate students with
disabilities whose cost of educalion substantially exceeds that States” average per-puptl
expenditare, the need for additional funds to pay for activities under Part B of the IDEA,
the need for assistive technology devices, and the need for additional funds to meet
performiance goals under the IDEA. States would select technology grant recipients
based on the need for funds for technology activities, such as wiring, hardware and
softwire, and contputer linkages, associated with school renovation.

In addition 10 these State grants, $75 million is reserved for school districts with

50 percent or more of their students residing on Indian lands. These funds could be used
for cather school renovation or new school construction. They would be distributed on a
formula based on the number of children residing on Indian lands. A new Charter

3.



Schools Facilities Financing Demonstration Program would be created and funded at the
level of $25 million. This program would demonstrate innovative methods of financing
charter school facilities by providing grants to at least three organizations to demonstrate
these methods. In addition, $3.25 million would be reserved for school renovation in
outlying areas.

Activity Amount of Funds
School Renovation $901 million
IDEA/technology activities $274 milhon
Charter school facility financing $25 million
T e D .
T4 kN *\



