School Capital Improvement Planning Task Force

Notes from February 18, 2014 Meeting

Oregon State Library, Salem

Members Present: Matt Donahue, Don Grotting, Geoffrey Hunnicutt, David Krumbein, David McKay, Cheri Rhinhart, Craig Roberts, Joe Rodriguez, Scott Rose, Carol Samuels, Edward Wolf, Jeana Woolley
Brian Reeder- DOE

Members Absent: 

Guests: Senator Richard Devlin

SENATOR DEVLIN 
Devlin sponsored SB 540 in 2013, which created the School Capital Improvement Planning Task Force with the goal to establish more efficient capital infrastructure from pk-12. He noted that the OUS system does a fairly good job identifying their facilities needs and could be used as a model.

Devlin’s hope for the Task Force: 

· That the Task Force provides concrete recommendations that provide a base for something of value. 

· Don’t try to solve all the problems, just start with a base that includes data, funding, and technical assistance. 

· Make recommendations that could be implemented on a regional or state level. 

· Look at the underlying capability of district. Even when district has historically not passed bonds, look at numbers and how could you incentivize them to pass

Key Issues for Task Force Consideration

· Changes in how education programs are delivered

· Replacement vs. restoration of infrastructure

· Define what resources we have and ways to get what we need

· Maximize efficient use of school facilities

· For example, it might be prudent to use a facility in an adjacent district, if available, rather than trying to keep within the district. This raises issues with “district identity” but may be more efficient use of buildings

· Closed schools in Lake Oswego to better utilize facilities, painful process

· Many school buildings weren’t built for adequate use of technology, which was creating a problem for integrating Internet. But now with Wi-Fi, that is becoming less of an issue.

· Money

· State is not a big potential funder

· Limited capacity for property tax bonds

· Technical assistance for smaller districts

· Energy efficiency

· Seismic 

· State authorized $15m for school districts. Could spend it all in one building, but will divvy it up

· Hazardous waste

· Asbestos (sealed, but if remodel, need to remove)

DECISION/VOTE ON HIRING CONSULTANT FOR FACILITATION, RESEARCH, AND WRITING SERVICES
Task Force had a résumé from former ecoNW consultant. However, she is looking for full-time work. Didn’t want to bring someone on board with possibility of leaving. Services of Center for Public Service would be a better fit. CPS has resources that could support Task Force. McKay recommends CPS for resources and service capabilities.

Woolley—motion to vote; Rodriguez-second

The Task Force voted unanimously to contract with PSU’s Center for Public Service.

CURRENT SCHOOL CAPITAL FINANCING (SAMUELS)

Presentation here:
Samuels provided a power point presentation with a variety of capital financing options

General obligation bonds

· Voter approved, property tax

· Measure 50—assessed value—theoretical capacity of each school district. 7.95% of all property in district

· Pilot rock—total indebtedness is less than 10m

· If your property has assessed value of $100,000, $1 per thousand of AV, equals $100. Most school districts have bond levy $2-$2.50 range. Gladstone has over $4 per thousand.

· One way to measure capacity is to use state’s debt limit, but could be misleading 

· 7.95% capacity rate is historical artifact from long ago when each district divided percentages into grade level percentages. No district has come close to using theoretical capacity. 

· Reeder-That rate would come to about $10/thousand for some homes, but that’s way too huge and unrealistic

· Grotting—David Douglas- $1.70/thousand. Second lowest capacity to raise taxes because its largely residential, few businesses

· Rose-pass bond before new one expires. Bend was growing so fast that they kept paying off debt, needs were resurfacing every 5 years. Rate starts high, 5th year drops down,10th year drops again. But they can continue to ask for more and do projects every 5 years because of reduction in property tax rates. Staggering projects (like roofs) is beneficial from facilities standpoint.

· Woolley- Do we have a sense of districts that can’t even pass small bonds, vs. staggered ones?

· Krumbien- 2/3 of districts are losing enrollment. Pendleton convinced voters that building age required bond. Continue rate. If district went for bond, but rates went up and couldn’t get enough money, could state put in money? Issues- set something to go for, promise level of service, guarantee bond rate, but then if you can’t sell bonds for level promised and have less money, ask state for shortfall. 

· Reeder- putting state on the hook might cause districts to build buildings that they wouldn’t have otherwise.

· 1/3 of districts growing, can look at Bend model and implement its strategy

· Samuels- Under Oregon law, when you go to voters you cannot promise levy rate. You can tell them a “Not to Exceed” amount, and project a levy rate, but it cannot be guaranteed. Investors know that districts are obligated to raise the funds to cover the debt service no matter what the levy rate is, which means the interest rate is low. State provide seed capital to provide voters incentive to pass bond, that could work

· Samuels-p.5, federal side of bond issues, feds mandate what you can use bonds for. Fairly easy to navigate, but require attorneys to help

· Must have a reasonable expectation to spend 85% of the proceeds in 3 years.

· PPS couldn’t sign this certification so it’s breaking up work over many years.

· Oregon School Bond Guarantee Program

· Allows state to cosign the loan for school districts. District gets state’s bond rating. Reduces interest rates that districts would get without the tool.

· Increases the capacity of using money because getting better interest rate. 

· No district has ever defaulted. 

· The state has the ability to intercept SSF funds if the guaranty is ever called upon.  Problem for state is ssf formula, not every district get same amount of money from state. Treasury has expressed concern for those districts that do not receive significant SSF dollars, in the event there was a shortfall, school district called on guarantee, state couldn’t take local resources 

· New rule proposal:  If a school district has debt service more than 80% of ssf from state, then state will require additional collateral (potentially prop taxes). 

· Putting constraints on a program that saves money.  

· Umbrella structure for better equity.


· Districts have access to level playing field. Question as to whether state reimbursement is a highest priority. Treasury protecting state. If that’s highest priority, hard to see them not asking for additional collateral. If that turns into a situation that requires districts to put up more collateral, may make it difficult or expensive for districts.

· If a district can’t pay debt service, it would indicate very serious problem across the state. 

· Reeder- ssf formula has equity purpose. You could take interest savings that state bond insurance creates and create a fund for school districts that don’t have ssf.

· Samuels- Interest savings don’t go into GO debt service pot. You can’t levy amounts you don’t need. No mechanism to take money from interest savings

· Donahue- levels playing field. All districts get same rate. Equity mechanism 

· Woolley- if state moves away from it, Task Force needs a position and argument about how that would require local districts to be 1st source

· Reduces cost, increases capacity, cost state nothing (made money on it). 

· Hunnicutt—what is impetus for treasury dept to put new rules?

· Samuels- Treasury doing their job. Protect state credit rating. As program has grown, more attn paid by staff to ensure protections is in place to protect state and GF. Seaside went out for $120m bond issue. Opponents to bond said tsunami might happen, would state pick up tab if property taxes wiped out? Raised attention at treasury that they didn’t have a “hammer” for certain districts that don’t get state school funding. 

· Group should put a statement of support for current OSBG (p.6)

· Election schedule- May is more favorable time for bonds doesn’t require double majority

· Measure 68 Bonds

· M68 Matching grant program for locally approved general obligation bonds. For schools it has to be a GO. 50% match to state. If state provides $2m, local district has to provide at least that much. Spur local communities to approve higher bond amounts.

· State authorizes level of bonding. Districts pony up a minimum of what state put in. Vary amount state puts in to districts, based on need.

· QSCBs/QZABs

· Potential model Task Force should think about

· QSCB- product of federal stimulus dollars. Employment driven program to spur construction. Purpose was for the federal govt to pay 100% of interest on local bond. Provided substantial subsidy to schools that got it. 36 districts that took advantage 

· $250m combined 

· Good tool- ODE responsible for allocating. Districts recognized that they could borrow more cheaply than could before. Ontario SD—tried 4-5 times to get voter support for buildings falling down. Went to voters with this tool, and passed 60+%. Pitch:  If you don’t take this opportunity now, it will be passed down to next district. 

· ODE crafted allocation rules. Allocation wasn’t very large. Every district has needs that can’t be met in entirety by QSCB allocation. ODE came up with first come, first served allocation process. Application windows in January and July granted authority to borrow at 0% interest rate. Some districts physically delivered applications. Some Districts had to go to voters, some didn’t pass. If so, ODE took back allocation and gave to next in line. In the end, every district that wanted an allocation and passed their bond got it. As an incentive, allowed districts that couldn’t pass bonds in the past to pass them.

· QZAB-similar, but requires business partner, low income (FRL threshold). Still $10m in funds no one has applied for. More cumbersome. 

· Dual period application cycles. Allocated conditional 

· Woolley- 3 year period. If districts weren’t mobilized, they had time to try on the next cycle. Task Force should look at how technical assistance for districts that don’t have internal capacity could help them respond to programs. Other operational dollars to include.

· Rodriguez- lessons learned or success stories? Has anyone done any documentation? Document successes and push in congress for renewal of stimulus funds. Provided a local and economic boost. State stimulus channeled in this way?

· Grotting- QSCB—any states distributing these funds with General Fund, rather than local levy. M68 is limited to local GOs. Philomath passed $30m bond 

·  Allocation—not contingent on district size. Limit on amount. If money not all used, ODE opened it up again for money left over. If received allocation in first open period, can’t come back in second round, which opened it up for additional districts to apply. Same terms as GO bonds.

· Idaho has similar program. Idaho pays the interest.

· Other types of money

· FFCO- easy to put together. Borrowing against general fund. No additional tax authorized, solid credit. No voter approval. No additional money.

· Local option levy- dedicated to capital, rather than GO bond. It used to be the case that districts could use LO for broader array of stuff than GOs, so it was attractive, but now just rely on GO bond since both are subject to voter approval.

· Construction excise tax- taxing authority based on new square footage that districts can approve, without voter approval. Doesn’t raise a lot of money. Getting government body to collect another tax is difficult. Creates ill will. Violates principles of good taxation. Seed money, but not enough for the negative impact it creates. 

· But people will push back on districts if they haven’t used the tools that are available to them. 

· 2005 legislative session. After 10 years, if school districts haven’t taken advantage of it, authority reverts to county. Districts look back and see if they want to use it before 2015.

· Possible recommendation—put mandate that says if school district chooses to use excise tax, county must collect for them.

· State Facilities Grant- Reeder- purpose was to provide money to districts. Prior to M68, couldn’t use money for furnishings. Legislature is shrinking amount. Was to solve a problem that doesn’t exist anymore. Provided 2-3 years after construction is complete. Scappoose went for $32m bond, got $900,000 to furnish, but money was so far after the fact they had already furnished so used it for other purposes.

· Tension- state facilities grant come off the top of the SSF. More you expand it, the less you see for operations. Should be in addition.

· SB 1149- public purpose charge paid to PGE and Pacific Power Schools. Charge 3% on all power bills 

· First 10% go to schools served with PGE and PP. Paid on ADM prorated portion. Monthly as those each districts prorated portion are deposited. Other 90% created Energy Trust of Oregon- low income weatherization, senior weatherization

· Only used for energy savings projects that have a 20 year simple payback

· Program has changed, less flexibility. Have to have audits. Should make sure whoever is doing audits has best interest of district, rather than fund or PGE. Hasn’t changed for the better. Build it, design it, and pay for it before you can receive any funds.

· $60m in projects working with 93 school districts in state. Pendleton did projects with lighting, mechanical, HVAC. Was good program. Provided maximum flexibility, minimum guidelines. Gave district maximum flexibility for their needs. 

· Investor-owned utilities. About half of districts don’t qualify.

· Woolley- We need to create a matrix of funding resources and other pots of money that are available. If any of these are no longer in existence. What sort of money is available?

EXISTING STATE ASSISTANCE 

Wolf provided a presentation on Oregon’s Seismic Rehabilitation Grant Program

Overview

· Mollala‘s 1993 Earthquake put earthquakes back on radar, state capitol damaged

· FEMA – DOGAMI assessment identified schools needing improvement; unique in the nation- no other web-based statewide inventory rated for seismic risk

· Equitable distribution of seismic grants 22 schools/15 districts- geographically diverse, economically diverse, and touched on elementary, middle, and high schools (no preschool)

· Supports family-wage jobs

· Lessons learned—

· Priority centered assessment process

· Start small might mean stay small

· Agency home is important

· Samuels noted that she would prefer to see this program go to ODE, since OBBD doesn’t have a stake in schools and this grant program requires specialized knowledge and school outreach

· Marketing and outreach have been weak

· True partnership with school districts and ODE hasn’t been tested

· Safety improved, but “life safety” requirements not yet reached

Discussion

Technical assistance

Smaller districts don’t have staff to chase grants. Even though the application process for the seismic grant is minimal, it’s still too involved for small districts. Technical assistance could help support smaller districts. Such technical assistance could be a “SWAT team” of volunteer/reduced rate/or fixed rate engineers and architects to look at districts that need help but don’t have engineers (although liability is an issues). Develop a “stable of providers” approved to do the work, similar to what Washington does for long-range facilities planning ($20k for long range facility plan).

Project selection

Rose asked whether this type of money should be rolled into a capital investment plan. Districts should prioritize where money needs to best be spent and consider how such spending fits into its long-range facilities plan. There should be a top down process for need (DOGAMI assessment) and bottom up selection process by district based on priority.

PUBLIC COMMENT
Ruth Scott

· In regards to the seismic discussion, the Center for Innovative School Facilities just had a volunteer in La Grande for preliminary assessment to help the district write an RFP. Example of providing technical assistance to smaller districts. 

· Task Force is coming up with recommendations throughout meeting—be sure to capture them, for example, moving the Oregon’s Seismic Rehab Grant program from Oregon Business Development Department to ODE. 

· Other money—Energy Trust of Oregon (ETO) has money. To get ETO money, you have to have used your SB1149 money through 2025. Only about 40 districts qualify for it.

· Review the National Council of State School Facilities website for examples of successful projects and successful use of funding options (like QSCB). Join in national effort that is already moving

· In terms of funding, school districts would like to see sliding scale. Understand that poor districts that have trouble passing bonds need help.

· Difficult to get boards to approve money for “unsexy” facilities projects. Developing standards can help, although they shouldn’t be unfunded mandates, but rather help guide priorities for funding

DISCUSSION—STATE FUNDING FOR DISTRICTS

· Rodriguez—Appreciates Devlin’s idea of not trying to solve the whole problem

· Woolley noted that the Task Force needs to put together usable matrix that identifies which school districts are using different funding mechanisms, which would show the successes
· Rose- Delivery model through ESDs has made sense, however, there are 21 esds, and they haven’t all been super helpful, except for special ed. ESDs could be useful in delivery of technical assistance and fiscal resources to assist small districts.

· What could ESDs be used for in the model the Task Force comes up with? Some of the larger things, like a statewide program to collect data, would be inconsistent. We would end up with different looks of the program through different ESDs. 

· Great concern on efficiency and financing of what you’re getting with some ESDs. Some sort of regional body to deliver technical assistance.

· Krumbein--How are we going to get a report by Oct. 1 in only 7 months?

· Too many factors, next month we need to talk about content. Present the issues, the scope of work, we can’t address it in short time frame. Think long-term. Report would say, “Here are the issues. These are the things that need more research”

· Samuels- agrees that these are meaty issues that we can’t tackle entirely in 7 months, however, last task force couldn’t come to substantive conclusion, the legislature took it as an excuse not to move forward. Prefers to think strategically and think backwards. What can we do to get top line pilot program that provides real money for school districts?

· Hunnicutt- Come up with a delivery model of how schools can get funds. Then piece apart how to deliver. Framework first, then details on technical assistance, application procedures, etc.

· Woolley—we need to define what first step looks like. Not study and research all pieces. Pick a number and determine how to address needs. Some technical assistance, some synthesizing data, have money for various needs, make sense for set of recommendations of things that need to work better—like advocacy recommendations. Make resources work better. Need a work program. 

· What are the programmatic components of money

· What is the structure

· Hunnicutt-what worked? QSCB. 

· Reeder- experience with QSCB—reducing price school districts face. Voters appear to be sensitive to it. It’s a way to leverage local money. Reduce the price enough. Set the subsidy at a point where people will buy it (free interest. Or for every dollar we put in, the state will put in $0.35). Find the voter sweet spot. Every district has needs. Putting together a concrete proposal to legislature is necessary. If we punt, state capital assistance might not come up again for a decade.

· Samuels- Is ODE building the database now? 

· Reeder- No. Task Force could inform what that database should include. Didn’t want to spend the money without direction from Task Force

· Roberts-recommendations—primary recommendations, then secondary recommendations. Seismic issue, prioritize on life safety projects. Painting a clear picture of risk

· Rose- original task force, why were they looking for assessment? The assessment was to go get data. $500m or $4b problem? Mechanism to plan against that data. Many districts in Oregon “don’t know what they don’t know.” Some need of Task Force to understand if there is an inequity and how to resolve it to bring districts that don’t know what they don’t have. Some districts aren’t meeting indoor air quality standards and they don’t know until someone gets sick 

· Need long-term vision or view 

· Educational adequacy is a part of this.

· Rose- we need to identify the poorest, or greatest need, $x—this much needs to go to technical assistance, $y to these types of projects

· McKay- security threat assessments, seismic, science, districts choosing the initiative, added PE/gymnasium. How best, technical assistance, free interest on bonds, indoor air quality. Dovetail with funding, technical assistance and program options (like gym).

· What does final product look like?

· Hunicutt—are there states that already have a laundry list of funding options? 

· Donahue- there are about 40 different models of funding options

· Circulate SB 273 of the OSBA bill that listed some of the things that districts need.

OTHER STATE SCHOOL CAPITAL PROGRAMS (DONAHUE)

Tabled until next meeting

LIST OF RECOMMENDATIONS/ADVOCACY IDEAS FROM MEETING

· Smaller districts need technical assistance to seek and apply for grants

· It would be better to house Oregon’s Seismic Rehabilitation Grant Program within ODE (rather than OBDD) since it requires technical knowledge and outreach to schools

· Consider a mandate that says if school district chooses to use excise tax, county must collect for them
· Develop matrix of which districts using which funding mechanisms and how successful they’ve been

· Task Force may want to consider taking a position on the administrative rule that would change the Oregon School Bond Guarantee Program
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