School Capital Improvement Planning Task Force

Notes from March 18, 2014 Meeting

D.A. Davidson & Co., Portland, OR

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: Cheri Rhinhart

9:-08 am Donahue opens meeting

REVIEW OF OTHER STATES SCHOOL FACILITY SUBSIDY PROGRAMS & DISCUSSION OF ELEMENTS OF A PROPOSED OREGON STATE SCHOOL FACILITY SUBSIDY PROGRAM –(DONAHUE)
· Donahue- Oregon is out of step with national state level policy in terms of subsidizing school facilities

· Rose- did you look at other funding programs—like seismic, not just overall comprehensive plan? Rose thinks possibly only 37 or 38 states that have comprehensive funding

· Donahue- when you get to other parts of the country, programs become less realistic or less applicable to Oregon. For example, MA has 6.5% sales tax, of which 1 cent is dedicated to school facilities. They have an entire department, with an annual budget of hundreds of millions of dollars. That is one end of the spectrum. Other end is states that don’t have any subsidy.

Donahue provided presentation handout on State School Facility Subsidy Programs in western states. It shows western states by program, funding type, prioritization, funding source, administration structure, and oversight. The group went through each category and discussed the potential applications for an Oregon program.

Funding types 

· Matching grants

· Project grants

· Debt service subsidy

· Annual funding allocation

· Wolf- Are these differentiated by maintenance, remodel, or new build?

· Donahue- It differs by state. 

· Loans


· Loan Guarantees

· Oregon School Bond Guarantee 

Donahue- NJ is one of the states where the school facilities issue was brought about by a law suit. The State’s response was an $8.6 billion construction program. But it was mismanaged and there was no accountability. The NJ lawsuit provided examples of some schools that were built during the US Grant administration or where children were being taught in closets. McKay- were those examples in NJ effective, because I think Oregon has enough examples of similar facilities?

Donahue- to some extent, yes, I think they were effective.

Funding Formulae

The presentation provides examples of different funding formulas. Including:

· Property wealth

· Cost

· Enrollment Growth

· Other income/wealth

· Condition

· Per pupil

Discussion turns to what a funding formula might look like in Oregon:

· Local Options Equalization Grant Program (couple million dollars)

· Reeder- ODE ranks districts on assessed value per weighted student. If district levies local option tax, ODE gives grants to total revenue if amount district would have raised is the same amount up to 75th percentile of assessed value per student

· Scio has a large number of students because of online charter school

· Samuels- some districts are getting this grant funding that may not need it. Hood River for example, is not necessarily impoverished. Reeder- are you saying assessed value is not a good measure of their ability to pay. 

· Woolley- what is another metric you could use?

· Samuels- A colleague at Piper Jaffrey developed a formula. I need to research it to remember the specifics of it. 

· Krumbein- This grant does not provide a ton of money. Pendleton has been doing this for a long time and it’s only about $150k-ish. There isn’t a dedicated funding source; the legislature has to appropriate the funds. Only about 4-5 districts get it 

· Samuels- there are better measures of property wealth. Every district has facility needs. You could do first come first served

· Hunnicutt- Beaverton would like “first come first served” because they have the staff to apply and do the work. But smaller districts wouldn’t necessarily have the capacity to do it. The application process ahs to be simple.

· Rose- Smaller districts might not even hear about it. 

· Donahue- hardly anybody knows about the Local Options Equalization Grant Program. Milton-Freewater passed a local option tax and promoted the grant program and it passed (after 22 years of failed bonds). When a district has no ability to pass bond, they might try this. Leveraging state dollars is effective.

· Grotting- Many small districts aren’t gong to have a business manager putting this together, so we need to be aware of making it as simple and accessible as possible. Smaller districts need it to be easy or need technical assistance to help. In addition, it depends on which county you live in and how those people are being taxed, which has a huge impact on whether a school district has the ability to go out for bond. 

· Rose- the magnitude of what you get is so small with the Local Option Equalization Grant Program, communities continue to band-aid and do really minor fixes. We should consider recommending a funding program that starts small, but has infrastructure to get bigger

· Donahue- the problem with first come first served for establishing an ongoing program is that there is not a fair way to allocate money once there are more applicants than money. 

· Reeder- you can design match criteria and the match is large enough for those that have low ability, you put everyone on a level playing field. If there is not enough money to fund all applications in a given year, those who didn’t get funded in a given year are at the top of list for review the following year.

· Samuels- the priority is finding funding. Identify types of projects that are higher priority- like seismic. Keep it straightforward.

· Hunnicutt- I don’t want to get into whose need is greater

· Krumbein- Exactly. I don’t want to set districts against each other. If you come in and need money, make sure your project is what you really want. Tie master plan to request for funding.

· Woolley- with limited dollars, it will be drop in bucket. Building failure is more important than making enhancements. We should consider establishing a set of priorities with the first funding that goes out the door. Can we make a recommendation about having the same level of funding for biennia to follow, so districts would be able to come back in the future for other funding? 

· Donahue- a simple priorities list or acceptable list of projects would cover every school districts in the state

· Grotting- don’t pit schools or legislators against each other. Every legislator wants to see that the needs of the schools in his/her community are covered. 

· Priorities or acceptable projects could be something like:

· Safety, capacity, full day kindergarten, and environmental

· Keep it general, then every district can apply.

· Rodriguez- pick a project that can be put into next biennium, then put another type of project in the next biennium.

· Samuels- I want buildings to be safe, but we already know that full day kindergarten is coming and will need to be funded. Some districts already paid for it and those districts will be mad because they already paid for it. Be careful about putting too many constraints on funding. We want Lake Oswego to get a grant and Burns, and Nyssa. We want success stories all over the state. 

· Krumbein- There should be some set of list of options that districts can apply for.

· Woolley- Grotting’s point is good. We need to be careful how we outline projects. Establish political good will so legislators can see that their school districts are taken care of.

· Reeder- There needs to be dedicated funding to assure districts that their project will get help. The legislature could authorize bonds one year, 10 districts get it assistance, and then the next legislature wouldn’t authorize bonds and districts are left hanging.

Funding Prioritization

· Wealth

· Condition

· New Mexico has a database of building condition scores for every school building in the state. Ranked top 100 projects. 

· Enrollment growth

· Population growth is centered in Portland. Not even suburbs are growing the way Portland is. 

· Rodriguez- PPS is hit with growth. Already dedicated their bond funding to rebuilding schools, but likely will need additional capacity soon.

· Programmatic

· Application

· Samuels—if you have an application process in which people have to make subjective statements, it will be labor intensive to evaluate them

· Donahue- most states that do that have standard advisory committees to review applications and make recommendations.

· Hunnicutt- what about being lobbied? Are the advisory committee members lobbied for funding?

· McKay- Districts still need to come up with their local money, so it’s not as simple as receiving state funding as soon as your application is approved by a committee

· Grotting- rural districts have been calling me. One wants to pass bond, but these districts do not have facilities management teams. Probably 50%-75% of districts in Oregon don’t have facilities management people. They need technical assistance

· Wolf- Maybe there is a form to help those 75% of districts that don’t have planning or facilities teams

· Rose- An application could be simple: projected enrollment, actual condition, best practice, it can be just a form where you check off certain things.

· Rose- Washington has a program in which any district can pay $20,000 for a facilities plan. The contractors take the loss for bigger districts. But facility plans all look the same and they’re objective. 

· Samuels- what if we endorsed the idea that a certain amount has to be set aside for planning grants. It would have to be general fund, not Measure 68 money. Every school district should get $X for planning grants

· Woolley- The state could establish a pool of firms who will do it for specified price so that districts can get work done.

· Rose- certification or training from state—these 10 people are certified to do planning for districts for $Xk. OFSMA. What is an appropriate industry group and cost?

· Rose- WA has 2 streams of funding- renovation and growth. Districts can’t go back to the same funding stream the next year, but could go back for growth funding if their enrollment increases.

· Krumbein- what kind of things might this money be used for? These are the critical things that this group thinks need to be addressed first. What do we see as the basics that kids need to get educated?

Funding Prioritization for Oregon
Donahue- What kind of capital projects might be funded

· *Kindergarten

· *PE

· *Sciences

· *Technology- (smarter balance requires increase in bandwidth)

· Cabling

· Access points between closets

· Wireless access points

· Line voltage

· Electrical

· Tsunami/seismic

· *Health safety security- 

· Student achievement

· Early Childhood Education/Preschool (mandate is coming)

· Career and Technical Education

· Rose- what about arts?

· McKay- K-12 facilities need dedicated funding on an ongoing basis

· McKay’s suggested recommendations for the Task Force

· Recommendation for tax reform that state provides dedicated long-term facility funding

· Recommendation for a permanent facility task force to oversee projects

· Recommendation for facility planning funding
· Donahue- some districts say they’ll fund the 10 worst problems in X (buildings, etc). Rather than incentive based, it’s comprehensive 

Tax Reform

· Hunnicutt- There is a rumor that the governor is going to focus on sales tax

· Rodriguez- Tax reform could include a change that says that if changes are made to the personal kicker, x% should go to school facilities

· Reeder- A lot of political pressure to continue funds once they’re in place

· Samuels- We need a permanent program available into the future. We want a stable funding source that is long lasting—tax dollars. Not lottery, not marijuana. 11P

· Donahue- the marijuana legalization campaign’s promotional materials discuss school spending. Colorado has dedicated first $40m for school facilities. If we say “if there are new sources of revenue coming in, x amount should be dedicated to capital funding” 

· Krumbein-if a sales tax goes through—half percent or something should go to capital funding. Sales tax is not as volatile as income tax. Sales tax has come up in last 50 years, but never been tied to the right things.

· Samuels- I think it’s a mistake to get in the weeds on tax reform. But we could make a statement to endorse dedicated funding for facilities. And no cannibalization of other funding sources

· Reeder- additional state money won’t happen otherwise. The state is not trying to pay for all new capital, but leveraging local money. 

· Rodriguez- compression on local options is a real issue for school districts. Some say they want to pass something, but they can’t because of compression. It’s something to discuss as part of tax reform. I don’t want to get into the weeds on tax reform either, but I think we can acknowledge some of the issues

Funding Sources

· State-issued bonds

· 11-p in Oregon

· 11P bonds/matching grants of GO bonds

· Donahue- There is a structure in place for proving these already embedded in constitution. The structure is already there, much easier task than developing wholly new program

· Krumbein- So if a school district has been frugal and saved $12 million, it can’t apply for matching grants because they didn’t do a bond? 

· Samuels- district could go to voters and say, “we already have the money, but in order to get state matching we need a bond. Pass this $12mil bond, and we’ll pay it back with our saved money”

· Woolley- I like idea of subsidized loan, because it reestablishes the funds

· Reeder- that is probably less effective to get voter approval. 

· Rodriguez- why wasn’t SB273 successful? 

· Woolley- it wasn’t tied to anything. No data to support it

· Morgan Allen (public)- There were 6 bills with proceeds going to schools, approximately $300-$350 million in requests for K-12 bonds, all of which were worth asks. Bond authorization for K-12 is a new program that the legislature hasn’t used yet. The number one thing to highlight is that the legislature needs to start somewhere. This group needs to come out with a really strong recommendation that the legislature has to start somewhere. 

· Samuels- I don’t want to fully endorse new programs, when legislature hasn’t taken full advantage of programs available. Narrow version- we endorse providing ongoing funding through 11p at $200 million. Or we could go broader and say we recognize a lot of issues and we endorse a much broader approach. 

· Woolley- recommendations need to be implementable without a lot of legislative change. But find areas of opportunities once you start looking at tax structure. Immediate implementation and forward looking. 

· Lottery proceeds

· Used for education in almost every place where there is a lottery

· Sales Tax revenue

· Some states dedicate a potion (MA)

· General Fund revenue

· Other dedicated
funding streams

· Donahue- These are generally very specific to the state- largely natural resource. Oregon has the Common School Fund from trust lands. They’ve been dedicated to go into general school fund. It’s about $140 million per biennium. If you dedicated it to facilities, you are just moving money, not adding money.

· Reeder- No matter what you talk about as the source of revenue, the political question is “Does the legislature then commit more general fund dollars to where those monies used to be?”

· Rodriguez- This is a small piece of an overall tax reform discussion

· Samuels- there is no undedicated funding. If we suggest moving money to support facilities, it’s just robbing Peter to pay Paul. 

· Rodriguez- if there were unused funds (sales tax), everyone will be at the trough. Perhaps we could make a recommendation or suggestion that if there is movement in overall tax reform, here’s what it could look like

· Donahue- possible new funding source coming in November for marijuana—CO using marijuana tax money to fund schools. Maybe put “ask” out there. 

· Woolley—How do we ensure that funding is coordinated?

· Wolf- Seismic grant program is another source, but it’s small. I have good reason to believe that Business Oregon will administer it well, but I think it should be coordinated with other funding

· Samuels- since seismic is separate from 11P, perhaps request 11p money at X level and seismic grant at Y level. No reason that ODE can’t run things as efficiently as OBDD. 

Goals of Funding Formulae for Oregon 

· Maximum allotment –

· If it were $10 million, would Beaverton—which is going out for $680 million bond-even bother? What is the incentive level?

· Krumbein- if voters know that state is putting in some money, voters are much more receptive. Strong message no matter how much it is

· Funding ratio—fund up to 40%

· Woolley- will all districts fare the same under that type of ratio?

· Cost of living, income

· Rodriguez-Would it help to know which bonds have passed and the amount?

· Equalization-- What is a district’s capacity to raise revenue?

· Samuels- I would caution us against going down a path with of a lot of formula components

· Woolley- as a Task Force, we need to look at the data before we just decide 

· Reeder- districts with greatest difficulty in passing bond need bigger incentive

· McKay- Gaston hasn’t passed bond since 1982. It’s going for $4.5 million, which isn’t going to cover their issues. If they could get 50% match, that might actually cover their needs and get the bond passed.

· Donahue- 11p bonds will only match 50% of project cost

· Reeder- the State could say: This is how much your grant is. You need to raise at least that much. District A has more capacity to raise money, we give you $2 million, District B has low ability to raise revenue, and we give you $4 million. 

· McKay- what constitutes a district’s ability to pass bond?

· Samuels- I don’t know that its necessary to go there in order to give leverage

· Grotting- can Task Force see new data formula from ODE?

· Reeder- do we think that leveraging local bond election with a subsidy is helpful. But does that subsidy need to vary by characteristics of certain districts?

· Woolley- Devlin said this needs to be a program that leverages local resources. We need something that takes into consideration a local community’s ability to pass bonds. Sliding scale to generate resources.

· Samuels- this discussion might be too technical without some time to think about it. Let’s table this until we’ve had a chance to look at:

· Free and reduced lunch data

· The funding formula from Samuels’s colleague. 

· ODE new data formula

· Donahue- I believe sliding scale has value. If you cap percentage and cap dollar amount, you end up with a small range between richest and poorest districts

· Reeder- you risk not incenting those with highest need and lowest ability to raise revenue

DISCUSSION OF TECHNICAL ASSISTANCE TO LOCAL SCHOOL DISTRICTS & 
Rose emailed a draft document about technical assistance for the group to review. Task Force will discuss document and technical assistance at next meeting.

PUBLIC COMMENT—

Ruth Scott

· There are 4 areas that research shows impact student achievement

· Lighting, air quality, technology, noise

· Technology has fewer years of research than lighting or air quality, but still shows major impacts

· Legislative issues—CISF was very supportive of SB273 in last session. We were also supportive of separate security bill for $18 million that could have helped every district in the state. Security is an issue that we hear about as we do regional workshops.

· About 1/3 of state doesn’t get SB1149 money and have not in the last 10 years. They are the “have-nots” and that is an equity issue. 

· CISF doing regional workshops. We did one in Pendleton last week with about 12 school districts. Very important to give districts grants for long range planning, but also technical assistance to go with it. 

· Although only the largest districts have facilities departments, CISF still gets calls from Portland Public Schools and Beaverton to find out what others districts are doing

Morgan Allen
· Why or why not did legislature choose to not make investments in K-12 bonding—last session was the first time anyone ever asked. It will take several biennia or sessions until something takes off

· This group should make the strongest recommendation possible about making K-12 investment in 2015. Once the legislature makes the initial investment, it will snowball.

· SB273 contained a prioritization menu for types of projects. As you consider priorities, keep the categories broad and high-level to keep legislature on board

· Whole schools- asking to be administered at ODE. OSBA is supportive of ODE to act as clearing house for technical expertise

· Districts that have the greatest need are those that are the least likely to pass a bond. Either no tax base or support. The legislature is looking for ways to help those districts- school facilities grant, $20 million. That may be a source. Or repurpose that money for planning grants, other support

· Samuels- I agree that some districts will always have trouble passing bonds, but I don’t want to give people an incentive to vote no on a bond because there is other money available

· Allen- some districts where 90% land is federal, there is no tax base. Even if voters were willing to increase taxes, there just isn’t the ability. One possibility for repurposing facilities grants could be for emergencies. That funding isn’t currently being exhausted and other people have their eyes on it. It’s on the target list of antiquated funds.

· Krumbein- some districts don’t do bonds right. You need to prepare your district to go through a 2-3 year process. Planning grant could tie into that

· Woolley- some money is needed for technical assistance, some for planning

· Grotting- What are ways to increase revenue? Mt Hood Regulatory Commission? Could cable or Internet companies tack on fee for public funding? 

· McKay- We could include a recommendation that the School Facilities Grant stays, or should be used for some school purpose. There are few buildings that are coming online right now because the economy has been down. Legislature might say, “They aren’t using it” and sweep it.

· Donahue- Who are the legislative champions?

· Allen- There isn’t anyone who is anti k-12 bonding, but you just have to make your case.

Program Administration
Donahue- I don’t think there are a lot of places funding or program administration should go. Is there another location—other than ODE—that capital funding programs should go? 

DISCUSSION—WORK PLAN AND REMAINING MEETINGS
Next meeting: Tuesday, April 15, 2014, 9am—2pm 

Clackamas County Sheriff’s Office

9101 SE Sunnybrook Blvd.

Clackamas, OR 97015
Next meeting topics (tabled from 3/18/14)- Technical Assistance, further discussion or funding formulae and prioritization
In order to establish the meeting schedule for remaining meetings, Grzybowski will send out an email asking Task Force members for their preferences for meetings in May, June, July, and August and will work with Donahue to create the meeting schedule.

Other Task Forces

Wolf- There are at least two other task forces dealing with school funding. Perhaps we should consider harmonizing our recommendations so that the legislature hears similar recommendations from each group.

· HB 4111- creation of Oregon Infrastructure Commission- look at new body and new financing approaches for public private partnerships

· SB33- Oregon Resilience Task Force is charged with implementing the recommendations from the Oregon Resilience Plan—it will have recommendations around critical buildings, which public schools are

· Equalization issues—task force looking at school funding formula

· Donahue will call Chairs of other task force groups and see where they’re at with potential recommendations addressing school capital

Testimony

· Reeder- There is a consultant out of Denver that works on school funding and capital funding formulas. Should we have John Meyers of Augenblick and Palash come out to provide testimony? He said he’d be willing to come out for just travel costs. He would also help the schools funding task force, but they don’t have any money. The two groups could organize meetings within a day or two of each other so that he could provide testimony to both. The legislature puts high value on people who they consider independent.

· Donahue will call him and ask what issues he could contribute to. Perhaps hold Task Force meeting a day or two apart from Equalization task force meeting. 

· Woolley- if he could talk about equity/prioritization, I’d be interested in having him provide testimony. How does equity tie into capital? He needs to give us another perspective.

· Rodriguez- Perhaps we should also have someone from Washington provide testimony on Washington’s experience.

· Woolley- who else might be able to give us a perspective about this nationally? National School Facilities? I think we should have one or two more meetings and then bring someone in.

Database

· Reeder- What I’ve heard from this group is that trying to do a comprehensive review of all the buildings in the state doesn’t make sense. I think building something that has basic district information that we could add detail to when districts apply makes sense. I will talk to IT staff to see what infrastructure might look like. Build a data collection system that districts are used to, validation process, then storage. 

· Woolley- CISF has done significant work on building a database. We could also look to theirs. 

POTENTIAL RECOMMENDATIONS
· Oregon School Bond Guarantee—as a group, we should go on record endorsing making it available to all school districts

· School Facilities Grant stays, or should be used for some school purpose. 

· Tax reform that state provides dedicated long-term facility funding

· Permanent facility task force to oversee projects

· Facility planning funding

· Endorse dedicated funding for facilities.

ACTION ITEMS

· Donahue will call Chairs of other task force groups and see where they’re at with potential recommendations addressing school capital

· Donahue will call him and ask what issues he could contribute to. Perhaps hold Task Force meeting a day or two apart from Equalization task force meeting. 
· Samuels to provide funding formula from Piper Jaffray colleague

· Reeder to provide free and reduced lunch data and ODE new data formula
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