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.  Summary:

This bill transfers the SMART Schools Clearinghouse from the Department of Management
Services to the Department of Education (DOE). The Clearinghouse retains essentially all of its
current responsibilities and remains an independent, advisory body.

The bill requires DOE, rather than the Clearinghouse, to assist districts in building functional,
frugal schools. It requires DOE to review and validate each school district’s and community
college’ s educational plant survey, rather than doing so only when required by the Constitution.

The bill repedls the Effort Index Grant program and transfers the 1997 appropriation for that
program (i.e., $400 million from the future sale of School Capital Outlay Bonds) to the School
Infrastructure Thrift (SIT) Program. The bill does not change the eligibility criteriafor SIT
awards; therefore, to receive a portion of the funds transferred to the SIT program, districts will
have show cost savings by building functional, frugal schools and authorizing charter schools that
serve students in non-district facilities.

This bill amends sections 235.15, 235.175, 235.185, 235.188, 235.217, 235.218, and repeals
sections 235.186 and 235.4355 of the Florida Statutes. The bill also amends section 46 of chapter
97-284, Laws of Florida.

[I. Present Situation:

In November 1997, the Legidature held a specia session to address public school capital outlay
needs. The resulting legidation, chapter 97-384, Laws of Florida, created the SMART (Soundly-
Made, Accountable, Reasonable and Thrifty) Schools Act. The SMART Schools Act
appropriated a potential $2.7 billion from General Revenue and the proceeds of School Capital
Outlay Bonds backed by the pledge of lottery funds. These appropriations primarily funded three
major and one minor program: the Classrooms First Program, the School Infrastructure Thrift
(SIT) Program, Effort Index Grants, and the 1998-1999 SMART Schools Small County



BILL: SB 1848 Page 2

Assistance Program. Collectively, these programs provide capital outlay funding for school
districts to construct new student stations and related core facilities to reduce overcrowding; to
renovate, remodel, and repair existing school facilities; and to replace old rel ocatables.
Appropriations for these programs add to local capital outlay sources and state capital outlay
sources [i.e., the Public Education Capital Outlay and Debt Service Trust Fund (PECO) and the
School District and Community College Capital Outlay and Debt Service Trust Fund (CO&DYS)].

The SMART Schools Act required each district to develop and annually update a 5-year district
facilities work program, balancing planned capital outlay expenditures and anticipated revenues.
The law encouraged districts to build functional, frugal schoolsin two ways: (1) by limiting the
amount that may be spent per student station from PECO funds, and, (2) by rewarding districts
for savings realized through frugal construction. The law also encouraged districts to maximize
their local effort and authorized monetary awards for districts which build frugally but still cannot
meet their student station needs after exhausting available state and local capital outlay resources.
The act also established an independent SMART Schools Clearinghouse to recommend frugal
design and construction standards, review districts’ performance in meeting those standards in
their 5-year capital outlay work programs; and to recommend SIT Program awards and Effort
Index Grants.

The following paragraphs further describe key aspects of the SMART Schools Act.

Classrooms First Program

The Classrooms First Program provides capital outlay fundsto all 67 school districts. The
program, which will ultimately generate about $2 billion, is funded by state-issued School Capital
Outlay Bonds backed by lottery dollars. The bond sales that fund this program are scheduled and
sized to comply with federa arbitrage requirements and to meet school districts demand for
funds on an as-needed basis. The proceed of these bonds, like bonded PECO dollars, are
distributed to districts as they are ready to encumber funds for constructing each stage of a
previously approved project. To date, $565.3 million of the $2 billion in potential bonds have
been sold. Only $149.1 million of the $565.3 million has actually been encumbered by districts for
ongoing construction.

Each district received a Classrooms First alocation based on a distribution formula weighted for
growth in capita outlay full-time student enrollment and the age and size of existing facilities.
Some districts were allowed to take their allocation as cash or bond proceeds; others were
required to pledge their alocation and receive School Capital Outlay Bond proceeds. A district
could take either cash or receive bond proceeds, if the district could meet its 5-year educational
plant needs with anticipated revenues. Districts that could not meet their 5-year educationa plant
needs with anticipated revenues had to pledge their allocations and receive bond proceeds.
Districts must use these funds to build * classrooms first” before spending the funds for other
facilities. Classroom First funds may not be used to purchase more relocatables.

Classrooms First expenditures are also limited by the nature of the funds received. Bond proceeds
may be used for new construction, renovation, or major repair of educational facilities. Cash
distributions may be used to construct, renovate, remodel, repair, or maintain educational

facilities.
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Each district with 10,000 or more full-time equivalent students must spend 25 percent of its
Classrooms First allocation on renovation, major repairs, or remodeling, if more than 9 percent of
the district’ s educational facilities are 50 years old or older. This expenditure requirement was
primarily intended to target funds to upgrade older schools in urban areas.

School Infrastructure Thrift (SIT) Program
The SIT Program is an incentive fund created to encourage functional, frugal school construction.
A school district can receive a SIT award in one of two ways, through:

»  Savings realized through functional, frugal construction.

e  Savingsrealized through the operation of charter schools in non-school-district facilities.

The SIT awards are based upon 50 percent of the savings on the statutorily defined cost-per-
student station. School districts may use the SIT award for any authorized capital outlay
expenditure. Thusfar, SIT awards have been made from the General Revenue appropriations for
this program. When SIT awards are made from the proceeds of School Capital Outlay Bonds, the
potential uses of SIT awards should be limited to bondable projects, such as those uses permitted
for bonded PECO allocations. A statutory change is needed to implement this.

Asof March 16, 1999, approximately $15.8 million in SIT awards had been distributed to school
districts for building new schools under the state required cost per student station. Approximately
$18.2 million had been distributed to school districts for savings realized through the operation of
charter schools in non-school-district facilities. It is estimated that more than $44 million will be
disbursed this year to school districts for SIT awards for the operation of charter schools. Some
school districts have chosen to share part of their SIT awards with their charter schools, thus
providing capital funding for some charter schools.

Effort Index Grants

The Effort Index Grant Fund is a $400 million long-term, effort-driven incentive program. Effort
Index Grants were authorized to assist school districts that have built functional, frugal new
student stations, met certain levels of required local effort by spending available state and local
capital outlay funds, and still cannot meet their need for new student stations to accommodate
growth. If adistrict meets the digibility requirements described below and still has need for new
student stations, the district is eligible to receive Effort Index Grant funds.

In September 1998, 11 districts applied for Effort Index Grants. Upon an initial desk audit by the
Clearinghouse of the information submitted by the districts, only 4 of those districts appeared to
meet the statutory digibility requirements of need and effort to be eligible for an Effort Index
Grant. To ensure consistency in definitions and standards applied to al districts, further on-site
review may be necessary to determine the actual digibility of the districts which applied.

Expenditures Must be for Eligible Projects

To be eligible for an Effort Index Grant, a district must spend its available capital outlay resources
on eligible projects. Eligible projects are those which provide new student stations and associated
core facility space to meet student membership requirements in K-12 programs. Effort Index
Grants are not provided to replace relocatable classrooms which meet standards.

Computation of Required Local Effort




BILL: SB 1848 Page 4

Each school district which applies for an Effort Index Grant must demonstrate their local effort by
spending an amount equivalent to the following revenue sources for school construction, the
district’s:
e Public Education Capital Outlay (PECO) and Capital Outlay & Debt Service (CO&DYS)
funds
e Maximum potential bond proceeds from CO& DS trust fund
*  Proceeds from Classrooms First Program
*  One-half cent local option school sales surtax proceeds pursuant to s. 212.055(7), F.S,, if
fully levied for 5 year period

If after adistrict has spent this equivalent amount on eligible school construction projects and the
district till has need for new student stations, the district will receive state funding through the
Effort Index Grant Fund.

Computation of Expenditures for Eligibility
The computation of basic capital outlay expenditures for projects must be based on the following:

»  Expenditures for projects which provide new student stations and associated core facility
Space to meet student membership requirements in K-12 programs.

*  Expenditures for debt service payments for outstanding capital outlay bonds sold to
finance new construction, remodeling, renovation, or major repair of educational
facilities.

»  Expenditures for scheduled payments on outstanding certificates of participation (COPS)
used to finance new construction, remodeling, renovation, or major repair of educational
facilities.

Expenditures for rel ocatables which meet standards do not qualify. The computation of basic
capital outlay expenditures for projects to be included in the Clearinghouse calculation for Effort
Index Grants must only be based on the actual cost per student station or the statutorily defined
cost per student station, whichever isless.

Allocation of Effort Index Grants

If the calculated district obligation is equal to or greater than the calculated required local effort
on eligible expenditures, the district is eligible for an Effort Index Grant. Annualy, by November
1, the Clearinghouse must report to the Governor and Legislature on the amount required to fully
fund the Effort Index Grants for the following 5 year period. If legidative appropriations are
insufficient to fully fund the qualified effort index grants, the Clearinghouse may give priority
consideration to districts that have exceeded and maximized their local effort.

1998-1999 SMART Schools Small County Assistance Program

Chapter 97-384, Laws of Florida, authorized the 1998-1999 SMART Schools Small County
Assistance Program to supplement the Specia Facilities Construction Account. This program
assisted small counties that had urgent needs for schools, major building expansions, repairs, or
renovations, but had insufficient resources to finance the needed project. Districts that received
assistance from this program could not also receive funding from the Specia Facilities
Construction Account. The law appropriated $50 million for the SMART Schools Small County
program from the sale of School Capital Outlay Bonds. Funding has been allocated as follows:
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SCHOOL AMOUNT

Liberty County New K-8 School in Bristol 10,273,714
Madison County New K-5 School in Greenville 2,926,326
Wakulla County K-8 Middle School 9,366,984
Gilchrist County Trenton K-12 Expansion 10,550,570
Levy County Y ankeetown Addition 4,198,995
Okeechobee County Old High School Remodeling/Renovation 1,781,000
Putnam County New Middle School 6,716,500
Suwannee New Elementary Addition to Branford K-12 3,869,197

TOTAL $49,683,286

SMART Schools Clearinghouse

The SMART Schools Clearinghouse (Clearinghouse) is an independent body comprised of five
members appointed by the Governor, Speaker of the House and President of the Senate. The
Clearinghouse is responsible for making recommendations for SIT Program awards and Effort
Index Grants. The Clearinghouse recommends frugal construction standards and reviews school
districts’ performance in meeting established design and construction standards in the 5-year work
plans. The Clearinghouse is administratively housed in the Department of Management Services,
but is not subject to the direction or control of that agency.

Effect of Proposed Changes:

Effective July 1, 1999, the hill transfers the SMART Schools Clearinghouse and its personne,
records, property, and unexpended funds from the Department of Management Services (DMS)
to the Department of Education. This transfer does not change the Clearinghouse’ s membership,
powers, duties, or functions. The Clearinghouse will continue to function independently, asit did
at DMS, and will not be subject to the control or direction of DOE.

The bill does revise some of the Clearinghouse' s duties. The DOE, rather than the Clearinghouse,
will be responsible for assisting school districts to build functional, frugal schools. The
Clearinghouse will no longer be able to impose pendties against districts that fail to implement the
Clearinghouse’ s recommendations for improving the performance and productivity of the

districts 5-year capital outlay work program. Currently, the Clearinghouse may deny an Effort
Index Grant for not implementing such recommendations.

The hill requires DOE to review and validate each school district’s and community college's
educational plant survey and, when required by the Constitution, to recommend surveys for
approval by the State Board of Education. Article XII, section 9(d)(8)d. of the Florida
Congtitution requires the State Board of Education to allocate Capital Outlay and Debt Service
Funds for survey-recommended projects.
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The bill repeals the Effort Index Grant program (s. 235.186, F.S.). Funds appropriated for Effort
Index Grants will be used for SIT awards. The bill does not change the digibility criteriafor SIT
awards. To receive aportion of these funds, school districts must qualify for aSIT award by
building schools with student station costs below the maximums set by s. 235.216, F.S,, or by
serving studentsin charter schools that operate in non-district facilities.

Section-by-Section Analysis:
Section 1 transfers the SMART Schools Clearinghouse from DM S to DOE.

Section 2 requires DOE to review and validate each school district’s and community college’s
educational plant surveys and, when required by the Constitution, to recommend surveys for
approval by the State Board of Education. Article XII, section 9(d)(8)d. of the Florida
Condtitution requires the State Board of Education to allocate Capital Outlay and Debt Service
Funds for survey-recommended projects.

Section 3 amends s. 235.186, F.S,, requiring DOE rather than the Clearinghouse to assist school
district in building functional, frugal schools. This section makes conforming changes to reflect
the repeal Effort Index Grants.

Section 4 amends s. 235.185, F.S,, deleting references to the repealed Effort Index Grants.
Section 5 amends s. 235.188, F.S., deleting references to the repealed Effort Index Grants.

Section 6 amends s. 235.217, F.S., deleting obsolete language related to the Clearinghouse’s
initial appointments and first meeting. The section aso makes conforming changes to reflect the
transfer of the Clearinghouse to DOE and the repeal of the Effort Index Grants.

Section 7 amends s. 235.218, F.S,, deleting references to the repealed Effort Index Grants. This
change deletes the Clearinghouse' s current authority to deny an Effort Index Grant when a district
fails to comply with the Clearinghouse’ s recommendations for improving performance and
productivity of its 5-year capital outlay work program. The Clearinghouse retains its duty to
evaluate each district’ s educationa facilities work program and recommend improvements.

Section 8 eiminates funding for the Effort Index Grants program and earmarks all the funds
appropriated by s. 46 of chapter 97-384, Laws of Florida, for SIT awards. That appropriation
provided $450 million from the Educational Enhancement Trust Fund, contingent upon the sale of
the lottery-backed School Capital Outlay Bonds, and $150 million from General Revenue. The
current criteriafor SIT awards are not changed by the bill. To receive a share of this
appropriation, school districts will have to realize cost-savings by building functional, frugal
buildings or authorizing charter schools that serve students in non-district facilities.

Section 9 repedls s. 235.186, F.S,, to eliminate the Effort Index Grant Program.

Section 10 repeals s. 235.4355, F.S., which authorized the 1998-1999 SMART Schools Small
County Assistance program. The funds appropriated for that program have been distributed.
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Section 11 makesthe bill effective upon becoming a law.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:
None.

Public Records/Open Meetings Issues:
None.

Trust Funds Restrictions:

None.

Economic Impact and Fiscal Note:

A.

Tax/Fee Issues:

None.

Private Sector Impact:
None.

Government Sector Impact:

The bill repeals the Effort Index Grant program and re-directs funding for that program for
SIT awards. Thisincreases the amount that could be distributed as SIT awards by $400
million from the future sale of School Capital Outlay Bonds. Bonds sales will be scheduled
and sized to generate these funds on an as-need basis as is the case with other bond sales.
The amount actually distributed in any fiscal year will depend on the extent to which districts
realize cost-savings by building functional, frugal schools and by sponsoring charter schools
which serve students in non-district facilities. The bill does not change current criteriafor
SIT awards.

Transferring the SMART Schools Clearinghouse will have no fiscal impact on the
Department of Education if funds are appropriated for the Clearinghouse’ s continued
operation. For 1998-1999, the Clearinghouse received $882,013 from the General Revenue
Fund and four full-time equivalent positions (ch. 98-422, Laws of Florida, specific
appropriations 1967-1970A). The Clearinghouse requested $859,680 for 1999-2000. SB
2500 would provide four positions and $795,584 (specific appropriations 1890-1895).
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VI. Technical Deficiencies:

None.

VIl. Related Issues:

None.

VIIl.  Amendments:

None.

This Senate staff analysis does not reflect the intent or official position of the bill's sponsor or the Florida Senate.




