FOIA Number: 2014-0226-F

FOIA
MARKER

This is not a textual record. This is used as an
administrative marker by the William J. Clinton
Presidential Library Staff.

Collection/Record Group: Clinton Presidential Records
Subgroup/Office of Origin:  National Economic Council

Series/Staff Member: Bob Shireman

Subseries:

OA/ID Number:
FolderID:

Folder Title:
Coverdell Amendment: [Loose Information] [3]

Position:

2




DESCRIPTION OF MODIFICATIONS
TO CHAIRMAN’S MARK
OF AN AMENDMENT TO S. 1133
(“PARENT AND STUDENT SAVINGS ACCOUNT PLUS ACT”)

Scheduled for Markup
By the
SENATE COMMITTEE ON FINANCE

on February 10, 1998

Prepared by the Staff
of the

JOINT COMMITTEE ON TAXATION

February 10, 1998

JCX-7-98




CONTENTS

Page
INTRODUCTION .. .. . 1
1. Qualified zone academy bonds; qualified high-growth school
assistancebonds ........ ... . ... L. 2
2. Clarification of treatment of after-school program K-12 expenses _
for purposes of educationIRAs . . . ... ... ... .. . e 5
3. National Health Corps Scholarship exclusion ......... ... ... ... .. .. 6

)



INTRODUCTION

The Senate Committee on Finance has scheduled a markup on February 10, 1998, on a
proposed Chairman’s amendment (“Chairman’s mark™) to S. 1133 (“Parent and Student Savings
Account Plus Act”). A description of the proposed Chairman’s amendment in the nature of a
substitute is contained in Description of Chairman’s Mark of an Amendment t0 S. 1133 (*‘Parent
and Student Savings Account Plus Act”) (JCX-5-98), February 6, 1998, prepared by the staff of
the Joint Committee on Taxation.

This document,' prepared by the staff of the Joint Committee on Taxation, provides a
description of modifications to the Chairman’s mark. It contains a description of a provision
relating to the treatment of National Health Corps Scholarships; a clarification of the treatment
of after-school programs for purposes of education IRAs; and certain tax incentives for the
rehabilitation and construction of public schools.

! This document may be cited as follows: Joint Committee on Taxation, Description of
Modlifications to Chairman’s Mark of an Amendment to S. 1133 (“Parent and Student Savings
Account Plus Act”) (JCX-7-98), February 10, 1998.
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1. Qualified zone academy bonds; qualified high-growth school assistance bonds

Present Law

Tax-exempt bonds

Interest on State and local governmental bonds generally is excluded from gross income
for Federal income tax purposes if the proceeds of the bonds are used to finance direct activities
of these governmental units, including the financing of public schools.

Zone academy bonds

Certain financial institutions (i.e., banks, insurance companies, and corporations actively
engaged in the business of iending money) that hold “qualified zone academy bonds” are entitled
to a nonrefundable tax credit in an amount equal to a credit rate (set by the Treasury Department)
multiplied by the face amount of the bond. The credit rate applies to all such bonds issued in
each month. A taxpayer holding a qualified zone academy bond on the credit allowance date
(i.e., each one-year anniversary of the issuance of the bond) is entitled to a credit. The credit is
includible in gross income (as if it were an interest payment on the bond). The credit may be
claimed against regular income tax and AMT liability.

The Treasury Department will set the credit rate each month at a rate estimated to allow
issuance of qualified zone academy bonds without discount and without interest cost to the
issuer. The maximum term of the bond issued in a given month also is determined by the
Treasury Department so that the present value of the obligation to repay the bond is 50 percent
of the face value of the bond. Such present value will be determined using as a discount rate the
average annual interest rate of tax-exempt obligations with a term of 10 years or more issued
during the month.

“Qualified zone academy bonds” are defined as any bond issued by a State or local
government, provided that (1) 95 percent of the proceeds are used for the purpose of renovating,
providing equipment to, developing course materials for use at, or training teachers and other
school personnel in a “qualified zone academy” and (2) private entities have promised to
contribute to the qualified zone academy certain equipment, technical assistance or training,
employee services, or other property or services with a value equal to at least 10 percent of the
bond proceeds.

A school is a “qualified zone academy” if (1) the school is a public school that provides
education and training below the college level, (2) the school operates a special academic
program in cooperation with businesses to enhance the academic curriculum and increase
graduation and employment rates, and (3) either (a) the school is located in an empowerment




zone or enterprise community”, or (b) it is reasonably expected that at least 35 percent of the
students at the school will be eligible for free or reduced-cost lunches under the school lunch
program established under the National School Lunch Act.

A total of $400 million of “qualified zone academy bonds” may be issued in each of 1998
and 1999. The $800 million aggregate bond cap will be allocated to the States according to their
respective populations of individuals below the poverty line. Each State, in turn, will allocate
the credit to qualified zone academies within such State. A State may carry over any unused
allocation into subsequent years.

Description of Chairman’s Mark
Qualified zone academy bonds

The proposal would increase the amount of tax credits available to holders of qualified
zone academy bonds. The enhanced credit would reduce the outstanding principal amount of the
bond by 15 percent per year and would be available over a four-year period. The maximum
amount by which the principal could be reduced would be 60 percent.

Qualified high-growth school assistance bonds

The proposal would permit State and local governments to issue a total of $600 million of
“qualified high-growth school assistance bonds” in 1999 and $400 million of such bonds in
2000. Qualified high-growth school assistance bonds would be used to fund the construction or
rehabilitation of public schools that are located in school districts with rapidly growing student
populations.

As with qualified zone academy bonds, certain financial institutions (i.e., banks,
insurance companies, and corporations actively engaged in the business of lending money) that
hold “qualified high-growth school assistance bonds” would be entitled to a nonrefundable tax
credit in an amount equal to a credit rate (set by the Treasury Department) multiplied by the face
amount of the bond. The credit rate would apply to all such bonds issued in each month. A

? Pursuant to the Omnibus Budge Reconciliation Act of 1993 (OBRA 1993), the
Secretaries of the Department of Housing and Urban Developmept (HUD) and the Department
of Agriculture designated a total of nine empowerment zones and 95 enterprise communities on
December 21, 1994. Designated empowerment zones and enterprise communities were required
to satisfy certain eligibility criteria, including specified poverty rates and population and
geographic size limitations. The Code provides special tax incentives for certain business
activities conducted in empowerment zones and enterprise communities. In addition, the
Taxpayer Relief Act of 1997 provides for the designation of 22 additional empowerment zones
and designates the District of Columbia as an empowerment zone.
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taxpayer holding a qualified high-growth school assistance bond would be entitled to a credit for
each year the taxpayer holds the bond. The credit would be includible in gross income (as if it
were an interest payment on the bond), but may be claimed against regular income tax and AMT
liability.

The Treasury Department would set the credit rate each month at a rate estimated to
allow issuance of qualified high-growth school assistance bonds without discount and without
interest cost to the issuer. The maximum term of the bond issued in a given month also would be
determined by the Treasury Department so that the present value of the obligation to repay the
bond is 50 percent of the face value of the bond. Such present value would be determined using
as a discount rate the average annual interest rate of tax-exempt obligations with a term of 10
years or more issued during the month.

“Qualified high-growth school assistance bonds” would be defined as any bond issued by
a State or local government, provided that 95 percent of the proceeds are used for the purpose of
renovating or constructing qualified public school facilities. A school would be a “qualified
public school facility” if the school is located in a “high-growth district.” A “high-growth
district” generally would be defined as a school district with enrollment of at least 5,000 students
in 1995 that experienced an increase in student enrollment of 20 percent or more during the
period 1990-1995. In certain circumstances, States would be permitted to develop alternative
criteria for defining a high-growth district.

The proposal would provide an enhanced credit to holders of certain qualified high-
growth school assistance bonds used to finance qualified public school facilities at which it is
reasonably expected that at least 35 percent of the students at the school will be eligible for free
or reduced-cost lunches under the school lunch program established under the National School
Lunch Act. The enhanced credit would reduce the outstanding principal amount of the bond by
15 percent per year and would be available over a four-year period. The maximum amount by
which the principal could be reduced would be 60 percent. The enhanced credit would be
available on not more than $300 million of qualified high-growth school assistance bonds issued
in 1999 and not more than $200 million of qualified high-growth school assistance bonds issued
in 2000.

A total of $600 million of “qualified high-growth school assistance bonds” could be
issued in 1999 and $400 million in 2000. The $1 billion aggregate bond cap would be allocated
$5 million to each State and the remainder would be allocated among the States that have high-
growth districts. Each State, in turn, would allocate the credit to qualified public schools within
such State. A State could carry over any unused allocation into subsequent years.

Effective Date

The proposals would be effective on the date of enactment.

-4-
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2. Clarification of treatment of after-school program K-12 expenses for purposes of
education IRAs.

Present Law

Amounts distributed from education IRAs (as described in sec. 530) are excludable from
gross income to the extent that the amounts distributed do not exceed qualified higher education
expenses of the designated beneficiary during the year the distribution is made (provided that a
HOPE credit or Lifetime Learning credit is not claimed under sec. 25A with respect to the
beneficiary for the same taxable year.

Description of Chairman’s Mark

For purposes of the Chairman’s mark--which, with respect to contributions made during
the period 1999 through 2002 (and earnings attributable thereto), would allow tax-free
distributions from education IRAs to cover qualified elementary and secondary education
expenses--the proposal would clarify that such expenses would include expenses incurred in
connection with after-school programs administered for students enrolled in the grades K
through 12.

Effective Date

The proposal would be effective for expenses paid in taxable years beginning after
December 31, 1998.



3. National Health Corps Scholarship exclusion ‘
Present Law

Section 117 excludes from gross income amounts received as a qualified scholarship by
an individual who is a candidate for a degree and used for tuition and fees required for the
enrollment or attendance (or for fees, books, supplies, and equipment required for courses of
instruction) at a primary, secondary, or post-secondary educational institution. The tax-free
treatment provided by section 117 does not extend to scholarship amounts covering regular
living expenses, such as room and board. In addition to the exclusion for qualified scholarship,
section 117 provides an exclusion from gross income for qualified tuition reductions for certain
education provided to employees (and their spouses and dependents) of certain educational
organizations.

Section 117(c) specifically provides that the exclusion for qualified scholarships and
qualified tuition reductions does not apply to any amount received by a student that represents
payment for teaching, research, or other services by the student required as a condition for
receiving the scholarship or tuition reduction.

Description of Chairman’s Mark

S. 1286 (introduced by Senator Jeffords on October 9, 1997) would provide that amounts
received by an individual under the National Health Corps Scholarship Program--administered
under section 338A(g)(1)(A) of the Public Health Service Act--would be eligible for tax-free
treatment as a qualified scholarship under section 117, without regard to the fact that the
recipient of the scholarship is obligated to later provide medical services in a geographic area (or
to an underserved population group or designated facility) identified by the Public Health
Service as having a shortage of health care professionals. The tax-free treatment would not
apply to amounts received by students to cover living regular living expenses, such as room and
board. . |

Effective Date

The proposal would apply to amounts received in taxable years beginning after
December 31, 1993.
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' February 10,1998 ]
1. The National Coalition for Public Education February 9, 1998
(Including thirty-six organizations which oppose the tax subsidy)
2. The National Education Association February 6, 1998
3. National School Boards Associa-tion February 9, 1998
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T™h Na#l nhcrl coal'lllon

February 9. 1998

Members of the U.S. Senato Committee on Financs
Washington, D.C, 20510

Dear Senator:

The following members of the Natiena! Coalition for Public Educstion urge yon NOT 1o
support “Parcut aad Smdent Savings Account Plus Act,” or any similar measure,
dealgoed to create tax subsidies for indlviduals who enroll thelr ehildrea in private and
religious schools. This tax shejter would expand the higher education provisions of P.L.
105-34 10 allow perents, relatives, and corporate eotities to deposit up o $2,000 up to
four years and $500 in the remalning years into speclal accounts. - This amendment is
problomatic in that it wonld also maks tax-free withdrawals on the interest and ptincipa)
to pay for elementary and scoondary education tulton and expenses.

A3 you and the other mambers of tho Finance Committee consider the “Parent and
Student Savings Acoount Plus Aet” for its revenus implications, you will nate fts
projectod price tag of moro than $1.5 billion aver five years. Instead of craating a tax
plan that disproporionately favars wealthier famllios, fedaral policics should direct
limited public dollars to public schoals where over 89 percent of America’s ciifldren are
oducated. Further, thase mx subsidies do nothlog (o raise acadamic standards foy all
children, provide safe learning environments for children, provide for mara leacher
tzalning, or inoroase parent involvement in schools.

A recent tepart by the Congressional Research Soivice comectly pointed out significant
flaws in educatinrn IRAs. Education tax subsidies grow slawly and may be unable to
amass the amoumt of money needed (o pay for private schoo! tuition, particularly for
young children. Families unable to save, including moat families sxrning less than
$55,000 a yoar, would not banefit at all. Finally, high income families who already sond
their children to private schools would be able to sholtar some of theis existing assets
from taxes by (ransferring them to oducution savings accounts.

Similarly, in a lettsy to Wiys end Means Chair William Archer, Traasury Secretary
Robert Rubin and Education Searstary Richard Riley point out that this tax plan
disproportionataly favors wenlthier familios. Highar incoms taxpayers are more likely to
have the extrs money nsedad to save, and therefore, Jower and working familigs would
get Uttle benefit from the compoumding tax-free samings in an education TRA.

1090 Verment Ave. NW, Sulle 1200, Washinglon, DC 20005-4905 (202) 289-6790 Fax: (202) 209-6791

376
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The undertignad groups oppose the “Pareat and Studeat Savings Account Plus Act” tax
subsidy. Like vouchers, this is merely a scheme to benefit mivels and religious schools.

Americun Associston of School Adminisuators
American Assoclation of Univeraity Women

American Civil Liberties Unlon

Amcricana for Rellgious Libsrry

Americans for Democratic Action

American Federation of Teachers

Aresican Faderation of State, County und Munieipal Eaployees
American Humanist Assoclation

American Jowish Committee .

American Jowish Congress

Amarieans United for Ssparation of Church and Staws
Assoclation for Supervision and Curriculum Development
Anti-Defamnation League

Council of Chief Staws Schoeol Officers

Conncll of the Great City Sehools -

Goneral Board of Clurch and Soclety of the Unitod Methodiat Churoh
Hadassah

International Reading Association

Labor Counol! for Latin American Advancement

National Assoclation of Bilingual Education .
National Association of Blementary Schoo! Principals
National Aasocistion of State Boards of Education
National Association of Staie Directors of Special Education
National Council of Jewiah Wamen .
National Education Association

Nationa) Organization for Womsn

Nztional Parent Teacher Association

National School Boards Assoclation

National Rural Education Associstion

Peopls far the American Way Action Fund

Public Employee Department, AFL-CIO

The Fedcration of Tample Sistethoods

Unlon of American Hebrew Congregations

Unitarian Universaliat Association

United Avto Worksrs

Women of Reform Judalam
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NATIONAL EDUCATION ASSOCIATION

{204 16th Strees. N W

Robert F Chase, riesien
R,_.g Wffan', Vice Mesnbent W‘uhl"‘!lun. D-C- 100.16'.3290
Lennis Van Rochel, secietary- incasurer (202) 822-7000 Fu:z (202) 822-7974
Don Cameron, executive Linector c ";lﬁucge Office
| .- -3 3
February 6, 1998 | S
' =
The Honorable Richard Riley gy J
U.S. Department of Education 3 W
600 [ndependence Ave., S.W. = =

Washington, D.C. 20202

Dear Secretary Riley:

On behalf of the 2.3 million members of the National Education Association (NEA), [ reiterate our
opposition to the Education Savings Act for Public and Privato Schools (re-intraduced in$.1590) The
bill would creste tax-free SAVINgS accounts 1o pay for private and religious schools and would do
nothing to improve teaching or lesming in our public schools and would beneflt primarily wesithier
families who send their children 1o private and religious schools.

The public and parents say they want federal investments that would imprave teacher training, promote
safe schools, and establish programs to help all students reach high standards. A tax shelter such as the
one created by S.1590 and other tax credit schemes wouyld do nothing to help achieve rhese goals. In

religious schools, while doing nothing to create high quality public edueation for the 89 percent of

' fact, the bill would dispropartionately benefit those families who opt to send their children to private or

America’s children and youth who attend public schools.

Further, this tax-free savings account would not guarantee parents a choice of schools. As it does
today, the choice would remain in the hands of private school admission offices, which retain the right
to deny admission to any child. The Septomber I (, 1997 issue of the Christisn Science Monitor
editorial stated the following: “Sounds innocent enough. But where does it lead? [t's 3 small step
toward positioning government behind private — most often church-related -- elementary and
secondary education,” No modification of this bill would change that outcome.

NEA urges the defeat of S.1 550 and instead, urges Congress to move forward legislation that would
enable communities to focus on improving public schools for the majority of our nation’s children
through school modemization, class size reduction, and the recruitment and training of qualified

teachers.

Sincerely,

Bt

Bob Chase
‘resident
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February 9, 1998

The Tlonorable John H, Chafee
Scnate Committee on Finance

505 Dirksen Scnate Office Building
Washington, 1DC 2051¢ -

'NSBA-

Dear Scnator Chafee:

Excellence and Equity
The National School Boards Association (NSBA) and the 95,000 school board in Public Education
members we represent through our federation of 53 Statey and territyrjes are through School Boarg
unequivocally opposed to the so-called “Education IRA,” which is due to be Leadership

considered by the Senate Finance Committee op, February 10, 1998, The committee
will be marking up a chairman’s mark in the nature of a substitute to S, 1133 (known —
as the “Parent and Student Savings Account PLUS Act”). Office of Advocacy

The billis a new, public tax subsidy that would Provide tax breaks for “ed ucational * William B, iIngran
expensces” including tuition and {ees at public, private, and religious schools, The Preslden
bill would allow parcnts, relan\{e.s and cormratiom,_ to deposit up to 32,000 per child " Anne L. Bryant
Per year and to make tax free withdrawals of the Princpal and interest for a broad Executive Dinsetor
list of educational expenses,

= Michael A. Resnick
The plan will do nothing ¢, improve our public schools. ‘I Education [Ra, fhsodtals ‘
diverts public tax resou Ices to a myriad of inappropriate uses including private Feutive Director
school twition, Qualified eXpenses are 50 broadly defined in the Lill that funds could

Robert . Rubin hay also noted that "dish'nguishhg betwewn an appropriately tax-
free withdrawal and others that should be [taxed] would lead to significant
.addih’onal tax complexily for famijes, Not only is this bad educatkm policy, it js

bad tax policy.

The tax revenue lost to the IRA would have a far 8reater impact if targeted to our
public schools by providing, for instance, 62,000 woll-trained teachers to reduce
clays size, of computer access for 8.3 million students,

While we understand that the bill may includc some resources for school
construction, we belicve that the fundamental problems of misdirecting tax
resources to private school twition and fees make opposition lo this Package critical.

For these reasons, we UIge you to oppose the Educalion IRA, and nstead, provide
b -esources to enhance Jearning and studen Achievement oppurtunities for public
schoolchildren across the country. Should you have any questions, please do not
hesitate to contact Michelle Richards, Director of Federal Programs at 703-838-¢2¢s.

Sincerely,
iy f i Lrve L e
liara B. Ingram Annc L. Bryant
‘sident Executive Director

' National Schoo) Boards Association
1680 Duke Stroer o Alexandiiy, Virghiin 22314-3493 o (703) A98-0722 « FAX; (703) 683.7400 » her.-//www.nsba,org
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DEPARTMENT OF THE TREASURY
WABHING I UN, D.C.

BEACRLTAAY OF YHE YALAgYRY

February 9, 1998

The Huuoruble Dunie] Patrick Moynthan
Commitice on Finance

United States Senate

Washington, D.C. 20810-6200

Deasr Senator Muyuiluin:

We write to express our strong opposition to S. 1133, which we understand your Committee may
soon consider. T.ast summer, when the Senate passed a similar proposal, the President stated that
he would veto the legislation that contained it S. 1133 maises concerns similer to those raised by
last year’s Seuat bill wnd by H.R. 2646, which the House passed last fall. As we stated in
October 1997, we would recommend that the President veto S. 1133.

Every American child dasarves a high quality elementary and secondary education. We believe
that targeting our limited Federal resources to build stronger public schools will help ensure that
all of ous cliildien reveive (be education they need o be productive citizens. Public schools serve
approximately 90 percent of students in grades K-12 and currently face record-breaking

enrollments. By focusing resources oa public schools, we can leversge community investment to
. help parents, teachers, and administrators meet the important educational challenges they face in
serving the vast majority of our children: meeting high standards for learning and discipline;
fixing school buildings; und providing a safe, drug-free environment for childrer. In contrast, S.
1133 diverts needed attention and resources from our public schools,

The bill disproportionataly benefits the most affluent families and provides little benefit to Jowcr
and middle-income families. Additionally, given the expansion of tax-preferred saviugs vehicles
in last year’s bill, we du nut believe that further Increasing the contribution limits for tax.
prefesred savings opportunities will geperatc much additional savings and would, instead, reward
families, particulatly those with significant means, for what they would otherwise do.

We are also concemned that the bill would create significant compliance problems. The

legislation ulluws (ax-free withdrawals from Educarjog [RAs for, among other things,

supplementary expenses requircd for the child's enrollment or attendance at a public, private, or

religious school, but provides no guidance in identifying what these expenses are. Distinguishing

between an approprintely tax-free withdrawal and one that should be subjeot to tax pcnalty would
. lead to significant additional tax complexities for families.
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.

We therefore strongly urge ths Comumittee not to approve this legislation,

Sincerely,
i Gl r b,
Sobert E. Rubin Richard W. Rilay
scretary of the Treasury Secretary of Education
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Moseley-Braun Amendment

The amendment creates and expands tax incentives to help States and school districts
meet their school repair, modgrmization, and construction priorities. The amendment includes
three provisions.

(1)  Qualified School Moq&ernization Bonds

The amendment allow} state and local governments to issue “qualified school
modernization bonds” to fund the construction, modernization, and rehabilitation of public
schools. Bondholders, instead of receiving interest, would receive annual Federal income tax
credits. The maximum term of the bonds would be 15 years.

A total of $9.7 billionjof authority to issue qualified school modernization bonds
would be allocated in each off 1999 and 2000, half to states and half to the 100 Jargest school
districts. (The District of Columbia is considered both a state and a large school district, and
Puerto Rico is considered a state.) The cap would be allocated to the 100 large districts based
on the amounts of Federal asgistance received under Title I of the Elementary and Secondary
Education Act of 1965, and tp States based on the same formula, adjusted for amounts
allocated to the 100 large dist[fricts. A small portion of the total cap would be set aside for
each U,S. possession (other than Puerto Rico) based on its share of the total U.S. poverty
population. A State, possession, or eligible school district would be permitted to carry
forward any unused portion OE its allocation until September 30, 2003.

Under the proposal, a pond would be treated as a qualified school modernization bond
if three requirements are met.| First, the Department of Education must approve a school
construction plan of the state,} territory, or school district that: (1) demonstrates that a survey
has been undertaken of the c];:]nstruction and renovation needs in the jurisdiction, (2) describes
how the jurisdiction will assure that bond proceeds are used for the purposes of this proposal,
and, for States with high percentages of Federally-owned or Indian Trust land that is not
subject to local taxation, (3) describes how they plan to meet the school construction needs of
schools serving Indian and mjlitary-dependent children. Second, the issuing government must
receive an allocation for the rond from the State, territory, or eligible district. Third, 95
percent or more of the bond proceeds must be used to construct or rehabilitate public school
facilities.

) Qualified Zone Acadé:my Bonds
|

The amendment make} three changes to the existing qualified zone academy bonds
(created in the Taxpayer Relief Act of 1997). First, the amendment increases the 1999 bond
cap from $400 million to $1 4 billion and adds an additional $1.4 billion of bond cap in 2000.
Second, the amendment expands the list of permissible uses of proceeds to inchude new school
construction. Third, the amendment sets the maximum term of qualified zone academy bonds
at 15 years.
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‘ | Page 2

(3) Tobacco Settlement {

The amendment establishes a trust fund that will be used to pay the obligations created
by the issuance of qualified sthool modermization and qualified zone academy bonds. If
tobacco taxes are increased as part of legislation settling disputes between the tobacco industry
and the States, revenue generated by those taxes shall be deposited into the trust fund in
amounts sufficient to meet the obligations created by the allocation of new qualified school
modernization and qualified Zone academy bond authority.
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' - Page 2
!

(3) Tobacco Taxes |

The amendment incregses the excise tax on tobacco products by amounts sufficient to
meet the obligations createde%y the allocation of new qualified school modernization and

qualified zone academy bond |authority.

i
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‘ Graham Education COndlltructicn Package

5 Amendments: il

1.

Increase in Arbitrage Rebate Exception for Governmental
Bonds Used|to Finance Qualifiad Educational Facilities
[$144 million/5-yeara; $796 million/10-years]

3-Year BSa Harbor Exception from Rebate for Certailn
Proceads to be Used to Finance Conatruction Expenditures
for Qualifled Educational Facllitles

[$77 million/5-yeara; $321 million/1l0-years]

Qualified Educational raciliﬁy Obligations Not Taken Into
Account in|Determining Status of Small Issuer
($42 millibn/5-years; $174 million/10-years]

Treatment bf Qualified Fducational Facilities Bondas as

Exempt Facilities Bonds
[$223 million/5-yeaxrs; $1.031 billion/10-yeara]

Acceleratell Depreciation for Tax-Exempt Bond Pinanced
Educationall Facilities
[$232 milljion/5-years; $390 million/10-yearal
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Summary of Five Tax Proposals to Assist Local School
Districts with Education Construction and Rehabilitation

February 7, 1998

Tax-Exempt Bond Simplification Through the Raising of the Small Issuer
Exemption.

Since 1986, the small issuer exemption to the arbitrage rebate rules was set at
$5 million until Congress passed an increase to $10 million, specifically for
school construction, in the 1997 Taxpayer Relief Act. An additional increase to
$25 million would reduce costs incurred by any issuer with general taxing
authority. :

Small and rural school districts issuing bonds for smaller education construction
and rehabilitation projects would benefit from this treatment. GFOA-NACO’s -
survey of state and local governments indicates that this change, as well as the
following proposal, (proposal #2) are overwhelmingly supported.

Tax- mpt Bond Simplification Thro Extending the Arbitrage Rebate

- Spend Out_Exception Rule to Three Years.

Under current law, the arbitrage rules do not apply to an issuer if the available
construction proceeds are spent for the purpose of the borrowing at least at
specified rates during the 24-month period after the bonds are issues. Many
issuers are not able to take advantage of the 6-, 18-, or 24-month rebate
exceptions for spending schedules currently allowed by the IRS.

This safe harbor would not be available for acquisitions of qualified educational
facilities. The proposal is intended to spur new construction and rehabilitation
activities. Issuers of bonds for smaller school construction and rehabilitation
projects would particularly benefit from this treatment.

IgcreaSe Small Issue Bond Investment Exemption Applicable to Bg' nks.

Raise the small issue exemption that limits banks’ ability to invest in tax-exempt
bonds while claiming interest deductions on interest on unrelated debt, To be
consistent with proposal #1, the limit would be raised from 310 million to $25
million, This change would facilitate greater investment by banks in
development within its own communities, including school construction and
rehabilitation. The proposal gets to the "bottom-line"” cost of financing.
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Establish Education Bonds as a Qualified Exempt Facility Bond.

Modify Section 142 to include education infrastructure projects as a purpose that

" qualifies under the facility tax-exempt bond rules. The proposal would add

reducation infrastructure projects” as a thirteenth qualified item under Section
142 (a) and Section 146 (g) would be amended to take such projects out from
under the volume caps (similar to solid waste facilities).

These changes provide flexibility for innovative financing and are analogous t0
treatment offered in higher education. The modifications would also allow both
public and private entities to take advantage of this treatment. Although public
use of this treatment is predominant, currently private entities involved in high
speed rail development are qualified under Section 142 for such tax-exempt
treatment.

Modify the Depreciation Rules that Apply to School Copstruction ahd'
Rehabilitation Activities.

For education facilities, eliminate the requirement that straight line depreciation
be used where the facility is financed with tax-exempt bonds or leased to a tax-
exempt organization. This would facilitate public-private partnerships to build
education facilities. -
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‘ Public-Private Partnership in Education Construction

February 7, 1998

>  The GAO estimates that $112 billion is needed to bring existing education
infrastructure up to a state of good repair (i.e. requiring only routine
maintenance and minor repairs).

>  This figure does not include the costs associated with meeting the needs of
schools already overcrowded, particularly those in high growth areas.

>  The financing of school construction and renovation is typically a local function.
Tax-exempt bond issues, which generally must be approved through a
referendum and rely on local property taxes, are sold to finance capital
spending. However, in recent years taxpayers have been less willing to approve
bond referenda to pay for school construction projects. The GAO reports that
33 percent of school districts have had an average of two bond issues fail in the

‘ past 10 years,

>  The costs associated with school construction financing, made higher by federal
tax requirements and fees, contribute to taxpayer reluctance to support school
construction bonds. Small issuers, such as rural and small school districts, are
disproportionately affected by these costs.

>  Faced with these financing challenges and decreasing federal financial
assistance, communities are considering, and some developers are poised to
offer, innovative and creative financing options. These include public-private
partnerships and private construction of public schoals. However, federal tax
law provisions limit the ability of school districts to undertake such financing.

> Goal: (1) Reduce the cost of financing and (2) stimulate public-private
partnerships in school construction activities. Private participation would be
enhanced by providing access to tax-exempt financing for private entities that
develop education facilities, including charter schools.
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Examples of How Public-Private Partnerships, Through the
Creation of Exempt Facilities Bonds for School Construction,
Can Enhance Education Construction Activities

February 7, 1998

Satellite Learning Centers
Dade County (Miami), Florida

Several businesses have built schools on their property near offices or
production facilities. The school district has provided the staff on site and
administer the public school program. The arrangements also provide day-care

before and after-school activities.

IBM Corporation '"Reinventing Education" Project
Charlotte-Mecklenburg, North Carolina

IBM Corporation is equipping four new schools being constructed on a 200 acre
site near an IBM plant.

Disney Corporation "Celebration City'-' Project
Osceola County, Florida

The Disney Corporation has constructed a model city outside of Orlando,
Florida. The city, "Celebration City," includes three schools and a teacher
education/development center. Disney Corporation provided the major share of
the funding for the education facilities, after the district contributed $15 million
and the county provided $1.5 million of impact fees exemption.

Corporations to "Design, Finance and Build Public Schools"
Tennessee

Two companies have formed to design, finance, and build public schools which
they then sell to local governments. Their most recent projects include building
12 schools in three counties and have already saved an estimated $500,000 to
one county alone via cost effective measures found in private construction.
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Model for School Construction Compared

. An Example of the a Public-Private Partnership
to Traditional "Build-Own" Practices

Typical "Build-Own" Model Used Today:

Traditional Pay-As-You-Go Practice
First !‘hznl Onsline Second Sch:d On-Line Third School On-Une
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.Exam le of Public-Private Partnership Model:
Innovative Leased/Buy-Back Financing Model

Schools On-Line
- e
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1 Schoels Covid Be Operational Within 18 menths of Netice-te-Pracsed.

Depending on how developers and local school districts choose to arrange the financing
plan, a "build-lease" financing scenario, like the one featured above, could result in:

I .
‘ * Reduction or elimination of construction risks to the school district.
. ~  Accelerated construction and delivery of the school facility.

~  Reduction in overall cost of financing and construction.
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. Amandment #l: Increase in Arbitrage Rebate Exception for

Governmental Bonda Used to Filnance
Educational Facilities

INCREASE IN ARBITRAGE REBATE EXCEPTION
FOR GOVERNMENTAL BONDS USED TO FI-
NANCE QUALIFIED EDUCATIONAL FACILI-
TIES.
(a) IN GENERAL.—Section 148(f)(4)(D) (relating to
‘exception for governmental wnits issuing $16000,000 or

less of bonds) is amended by adding at the end the follow-

Ing new clause:

(1) INCREASE  IN EXCEITION POk
' BONTIS PINANCING Qr.u.n-‘n-:u -
: CATIONAL  PACILITY  CAPITAL - EXPENDI-

TURES, —

“(I) IN GENERAL—In the pre-
ceding  provisions of this  subpara-
araph,  each  of the $10000.000
amounts  shall be increased by the-
lesser of $25.000.000 or so much or
the agoeregate fuce amount of  the
honds as are attributable to financing
the construetion (within the meaning

. of subparagraph (C)(iv)) of qualitied

educational tacilities. and sueh provi-

Qualified
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stons. in the case of such bonds, shail

he applied to governmental units with-

out regard to the taxing powers of

such units.

“(II) QUALIFIED EDUCATIONAL
FACILITIER —For purposes of sub-
clause (I). the term ‘qualified edu-
cational facilities' means any facility
which is a public elementary school. a
publie secondary school. a publie insti-
tution of higher education that awards
an associate’s degree, or a public post-
secondary vocational institution (with-
in the meanings of those terms under
the Elementary and Secondary Edu-
éatiou Act of 1965 and the Higher
Education Act of 1965).”

(b) EFFECTIVE DarTiE.—The amendment made by

this section shall apply to bonds issued after December

31. 1997.

NO. 629

P.12/18
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Amendment #2: 3-Year Safe Harbor Exception from Rebate for
Certain Procewds to be Used to Finance Conatruction
Expenditures for Qualified Educational Facilities

L _
| 3.YEAR SAFE HARBOR EXCEPTION FROM RE-
BATE FOR CERTAIN PROCEEDS TO BE USED
TO FINANCE CONSTRUCTION EXPENDITURES
FOR QUALIFIED EDUCATIONAL FACILITIES.
(a) IN GENERAL.—Section 148(f)(4)(C) (relating to
exception from rebate for certain proceeds to be used to
finance construction expenditures) is amended by adding
at the end the following new clause: |
“(xvil) SPECIAL RULES FOR COX-
STRUCTION EXPENDITURES FOR QUALI-
FIED EDUCATIONAL FACILITIES.—In the
‘ case of an expenditure of the available con-
struction proceeds of a construction issue
for the construction of qualified edu-
cational facilities (within the meaning of
_ subparagraph (D)(vii). clause (i) shall be
applicd—

“(I) in subclause (I}, by sub-
stituting *15 percent’ and ‘l-vear pe-
riod” for ‘10 percent’ and ‘G-month
period’, respectively,

“(ID in subclanse (II), by suh-

| stituting 40 percent’ and "2-vear pw-
. riod’ for 43 percent’ and ‘l-vear pe-

riod’, respectively, and
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(11D i subelause (IIDr by s
. stituting 95 percent’ and -vear pres
siod for 75 percent’ and “la-month
period’, respectively.”
M Erveerive Dari—The amendment nude by

this section <hall apply to bonds issued after Decombner

31,1007,
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a | j i 113 ligations Not
: ed Educational Facilaty ob
. Aneadment #3: '?'zitzj;f;nto Account in Determining Status of Small

Issuerx

QUALIFIED EDUCATIONAL FACILITY OBLIGA-
TIONS NOT TAKEN INTO ACCOUNT IN DETER-
MINING STATUS OF SMALL ISSUER.

() IN GENERAL.—Seetion 265(b)(3)(C)(ii) (relating
to obligations not taken into account in determining status
of qualified small issuer) is amended by striking “or™ at
the end of subclause (II), by striking the period at the
end of subelanse (IID and inserting “, or”, and by adding
at the end the following new subelause: .

' - (IV) an obliga-tion issued as
‘ part of an issue during the calendar
vear the aggregate face amount of
which does not exceed the lesser of
$25,000,000 or so muc_h of the aggre-
gate face amount of obligations of
such issue as are attributable to. fi-
nancing the construction (within the
meaning of section 148(f)(4)(C)(iv))
of qualified educational facilities (as
defined in section 148(f)(4)(D)(vii)).”
(b) ErrgemivE DariE.—The amendments made by

. this section shall apply to bonds issued after December
31. 1997.
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. Amendment #4: Treatment of Qualified Educational Pacilities Bends
: ag Exempt Facilities Bonds

TREATMENT OF QUALIFIED EDUCATIONAL FA-
CILITY BONDS AS EXEMPT FACILITY BONDS.
(a) TREATMENT AS EXEMPT FaACILITY BOND.—Sub-
section (a) of section 142 (relating to exempt facility
bond) is amended by striking “op at the end of paragraph
(11), by striking the period at the end of paragraph (12)
aﬁd inserting *“, or”’, and by adding at the end the follow-
ing:
“(18) qualified educational facilities.”
(b) QUALIFIED EDUCATIONAL FACILITIES.—Section
' 142 is amended by adding at the end the following:
“(k) QUALIFIED EDTCATIONAL FACILITIES.—

“(1) IN GENERAL.—For purposes of subsection
(a)(13), the term ‘qualified educational facility’
means any facility which is a public elem:entary
school, a publid secondary school, 2 public institution

of higher education that awards an associate’s de-

gree, or a public postsecondary vocational institution
(within the meanings of those terms under the Ele-
mentary and Secondary Eduecation Act of 1965 and
'the Higher Education Act of 1965).

“(2) ANNUAL AGGREGATE FACE AMOUNT OF

‘ | TAX-EXEMPT FINANCING.— |

“(A) IN GENERAL.—AnN issue shall not be
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" . treated as an issue deseribed in subsection
(a)(13) if the aggregate face amount of bonds
issued -by the State pursuant thereto (when
added to the aggregate face amount .of bonds
previously so issued during the calendar year)
exceeds an amount equal to $10 multiplied by
the State population.

“(B) ALLOCATION.—The State shall allo-
cate the amount deseribed in subparagraph (A)
under rules similar to the rules of section 146.”

(¢) ENXEMPTION FROM GENERAL STATE VOLUME

CaPs.—Paragraph (3) of section 146(g) (relating to ex-.

. ception for certain bonds) is amended— _

(1) by striking “or (12)” and inserting “(12), -
or (13)”, and .
(2) by striking “and environmental enhance-
- : ments of hydroelectric generating facilities” and in-
serting ‘“environmental enhancements of hydro- .
electric generating facilities, and qualified edu-
" cational facilities”.
() EFFlECTWE DaTE.—The amendments made by
this section shall apply to bonds issued after December

31, 1997.
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Amendment #5: Accelerated Depraciation for Tax-Exempt Bond
g Financed Educaticnal FPacilities

ACCELERATED DEPRECIATION FOR TAX-EXEMPT
BOhﬂ)FDNAbKHﬂ)EINHGATNM!ALIUKHIJTTES.
(a) IN GENERAL.—Section 168(g)(5) (relating to
tax-exempt bond financed propertf) is amended by adding
at the end the following new subparagraph:
“(D) QUALIFIED EDUCATIONAL FACILI-
TiES.—The term ‘tax-exempt bond financed

property’ shall not include any qualified edu-

1 cational facility (within the meaning of section
2 142(a)(13)).”
‘ 3 (b) EFFECTIVE DATE—The amendment made by

4 this section shall apply to property placed in service after
5 December 31, 1997.
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UNITED STATES gy
DEPARTMENT OF EDUCATION NS

FOR RELEASE: January 20, 1998 Contact; Julie Green (202) 401-3026

STATEMENT BY U.S. SECRETARY OF EDUCATION RICHARD W. RILEY
regarding release of Senate Republican education agenda

The American people have made education a national issue and President Clinton has

made education his number one priority. I look forward to working with members of both parties

to advance thc Presxdent s agenda. The Senate Repubhcans have come 3 long way since the days :

when they wanted to ellmmate the US. Depanment of Education. I appreaate their focus on

reading, charter schools and support for special education.

Unfortunately, the Senate agenda is too narrow. School construction is an urgent concern
in many states, yet the Senate leadership proposal pays scant attention to this pressing need. This
proposal also includes plans to divert public tax dollars to support private school vouchers,
unaccountable block grants and provisions that would divert resources from America’s public
schools that educate 90% of America’s children. Many of these same proposals were rejected by
the full angrass last year.

#H#



. FEB-25-1998 12:47 TO:ROBERT SHIREMAN FROM: GAYMON, D, P, 4/4
Dt

February 25, 1998
‘ (Senate)

(Coverdell (R) Georgia and 43 cosponsors)

If'S. 1133 were presented (o the President, the Secrefaries of Education and the Treasury would
rccommend that he veto the bill because it is bad cducation policy and bad tax policy.

Every American child deserves a high-quality elementary and secondary education. Targeting
limited Federal resources to build stronger public schools will help ensure that all our Nation's
children receive the education they need to become productive citizens. S. 1133 would divert
needed resources from these schools,

S. 1133 would disproportionatcly benefit the most affluent families and provide little benefit to
lower- and middlc-income familics. Familics in the highest income bracket that saved the
maximum amount permitted by S, 1133 would reccive morc than twice the benefit of familics in
the lowest tax bracket that saved the same amount. Motcover, given the expansion of tax-
‘ preferred savings vehicles in the ‘l'axpayer Relief Act of 1997, the bill would not create a
significant incentive for families to increase their savings for educational purposes. Instead,
S. 1133 would reward families, particularly those with substantial incomes, for what they are
alrcady doing.

S. 1133 would also create significant compliance problems for familics. The bill permits tax-free
withdrawals from Education IRAs for supplementary cxpenscs required for a child's enrollment

in a public, privatc, or rcligious school but provides no guidance concerning what a taxpaycr can
lcgitimatcly claim.

¥ ok ok ok ok k&
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Support U.S. SENATOR PAUL COVERDELL (R-GA)
li.0.0.K.S. The Better Qpportunities for
for America! Our Kids and Schools Act
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GOP EDUCATION MEDIA HOTLINE: Phone 202-224-8049 FAX 202-228-3196

Better Opportunities for Our Kids and Schools Act (B.0.0.K.S.)

Title I: A+ Accounts for Public and Private Schools.

Allows parents to contribute to an “A+ Account” to be used for a child’s education at any school --
public, private, religious or home school -- from Kindergarten through high school. Parents,
grandparents, or scholarship sponsors may contribute up to $2,500 a year per child in post-tax
dollars. ' The buildup of interest within that account is tax-free if used for the child’s education.

For a child attending public school, this money could be used for after-school tutoring, carpooling
or other transportation costs, school uniforms, or for a home computer. “A+ Accounts” could pay
for the costs of private or home schooling, including tuition. And parents of special needs children
could use this money for lifelong educational expenses such as tutoring, skill development for

independent living, occupational therapy, or vocational training.

‘ Title II. Dollars to the Classroom

Redirects federal K-12 education dollars away from Washington and toward states and local school
districts where these funds can better and more efficiently serve children. States would receive funds
through a block grant, administered by the Governors, which then could be used by states and local
school districts for those purposes they think most important, for example, by hiring more teachers
or building more schools -- without direction from Washington. Requires that a minimum of 95%
of about $10 billion of federal funds reach the classroom in order to ensure that most of the dollars
are not wasted on excess administrative overhead.

Title III. Educati rtunity and Safety for Low-Incom

Authorizes a 5-year demonstration program, funded at $75 million in the first year and with such

monies as necessary in the subsequent years, that provides for grants to education entities that would

provide educational certificates (“vouchers”) to low-income parents whose children attend an

“unsafe school.” The vouchers could be used at any other school, including public, charter, private,

and sectanan schools. “Low-income” is defined as 185% of the poverty line. “Unsafe school” is

defined as a school that has high rates of criminal, drug, and/or disciplinary problems. The
' demonstration program would be for between 20 and 30 pilot programs nationally.
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Title IV. Testing and Merit Pay for Teachers

This title is designed to help states reward good teachers, and weed out the bad. Makes clear that
federal education funds may be used by states to carry out an assessment of the performance of each
clementary school or secondary school teacher; and to establish merit pay programs for teachers.

Title V. Reading Excellence

This title seeks to turn around our nation’s alarmingly high illiteracy rates by focﬁsing on training
teachers to teach reading, increasing parental involvement and sending more dollars to the
classroom.

Provides $210 million for research, teacher training and individual grants for K-12 reading
instruction. Requires that funds for teacher training be spent on programs that are demonstrated by
scientific research to be effective, such as phonics.

Authorizes grants to parents for tutorial assistance for their children. Requires states to use a portion
of their grant to fund tutorial assistance programs for Title I schools in Empowerment and Enterprise
Communities. Parents with children experiencing reading difficulties could apply for these funds

and purchase additional help for their children. Also provides literacy and other appropriate
assistance for parents of these children to help them become their child’s first and most important
teacher.

Ensures that 95% of the funds go to successfully teaching children to read, not on administrative
overhead.

Title VI. Teacher and Student Safety

This title is designed to protect schoolchildren and teachers from harm by ensuring that victims and
witnesses of crimes at school are protected, and to encourage states and local communities to provide
stronger responses to criminal and drug activities on school property.

Subtitle A, Student Safety and Family Choice

Amends the Elementary and Secondary Education Act to remove any federal barrier to the
use of state and local funds — and allow the use of federal funds -- to pay the costs of a
student who has been a victim of a violent criminal offense at his or her school to attend

another school, whether public, private or sectarian.

Subtitle B. Victim and Wi Assistance ms_for Teachers and Studen

Amends the Victims of Crime Act to allow funds to be used to provide compensation and
services to elementary and secondary school students who are the victims of school violence,
as defined by the state; and authorizes the Department of Justice to make grants for
demonstration projects to assist local education agencies in developing, establishing, and
operating programs designed to A) protect victims and witnesses of incidents of school
violence; and B) support student safety toll-free hotines for confidential reporting of crimes
and drugs use in schools.
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Estabhshes a gmnt progam for mnovaﬁve programs to lmprove unsafe schools. States, or
state or local education agencies that have implemented policies which provide protections
for victims and witnesses to a school crime; which provide for the expulsion of students who
sell drugs or commit a violent offense that causes serious bodily injury (as defined by the
state); and which require referral to law enforcement/juvenile authorities of any such offense
shall be eligible to receive such funds.

Report Cards on School Violence
Priority is given to those eligible states, or state or local education agencies which
also institute innovative programs that:

. provide an annual report to parents and teachers listing all incidents at school
involving physical violence, weapon possession, or drug activity;

. provide immediate parent/teacher notification about incidents involving
physical violence, weapon possession, and drug use at school;

. establish enhanced security measures at schools, such as metal detectors and
canine patrols;

Title VII. Charter School Expansion

This title encourages the growth of high-quality charter schools (independent public schools), by
better directing funds to states which are committed to strong charter schools; ensuring that charter
schools are eligible for their fair share of federal funding, e.g., Title I and IDEA; and increasing
financing options available to charter schools and allowing them to utilize funds from the Title VI

block grant program for startup costs.

Title VIII. [

This title provides an authorization level of an additional $9.3 bllhon over 6 years to keep the
commitment toward fully funding IDEA.
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EMBARGOED FORRELEASE CONTACT: Jonathan Baron
2 p.m. Tuesday, January 20, 1998 (202) 224-8049

GOP SENATE LEADERSHIP
UNVEILS EDUCATION PLAN

--“B.0.0.K.S.” bill puts more money in the classroom--

WASHINGTON, D.C. -- U.S. Senator Paul Coverdell (R-GA), Majority Leader Trent Lott
(R-MS), and other members of the Senate GOP Leadership today unveiled the details of their
ambitious primary and secondary education proposal for 1998. The legislation -- titled The Better
Opportunities for Our Kids and Schools Act (B.0.0.K.S.) -- would allow local school districts
greater autonomy to hire teachers, buy computers, build schools, or address other problems
identified by individual communities.

. “This comprehensive legislation is designed to help parents send their children to the very best
schools possible. By making sure more money goes directly to the classroom, our proposal gives
local school districts greater freedom to solve the specific challenges confronting their communities.

“From hiring teachers to buying computers, our initiative will help local schools improve
student performance and reward teachers for classroom excellence,” remarked Coverdell at an
afternoon press conference with Senators Lott, Asst. Majority Leader Don Nickles (R-OK),
Conference Chairman Connie Mack (R-FL), NRSC Chairman Mitch McConnell (R KY), Judd
Gregg (R-NH), and Alfonse D’ Amato (R-NY).

Coverdell -- who serves as GOP Conference Secretary and head of the Education Task Force
created by Lott last year -- is the principal author and sponsor of the B.0.0.K.S. bill. The initiative
contains Coverdell’s A+ Education Savings Accounts (ESAs), block grants for states and local school
districts, school safety voucher programs, teacher testing and merit pay, a literacy initiative,
expansion of charter schools, and funding for the Individuals with Disabilities Education Act (IDEA).

“Our education plan could pay the salaries of over 50,000 teachers and buy over 1 million new
computers every year; or school districts could construct 500 new elementary schools. The main
point is that the decision is made by parents and communities, not Washington bureaucracies.
Congressional Democrats and the President should embrace this common-sense education reform

plan,” Coverdell concluded.
#ié#
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Office of the House Majority Leader

For immediate release -- Contact: Michele Davis
January 20, 1998 (202) 225-6007

House Majority Leader Dick Armey made the following comments on the Senate
Republican Leadership’s education agenda unveiled today:

“ 1 applaud Senate Republicans for proposing a comprehensive agenda to
encourage local innovation and increase parental involvement in schools across America.

“Every parent holds as their highest goal and greatest responsibility raising their
children to be the best that they can be. Parents deserve the freedom to meet that
responsibility. Returning power from Washington to the states and school boards across
America means parents have a place to go to make their concemns heard and see them
addressed. And giving parents options -- through low-income scholarships, charter
schools, and education savings accounts — gives parents greater influence and allows
them to choose schools that reinforce values like responsibility and honesty that parents
try so hard to teach at home. '

“The BOOKS Act, together with the House Republican Agenda for the American
Learner unveiled last September, make clear this Congress’ dedication to preparing our
children for success in the 21* century. We are determined to make children's learning
once again the highest priority in education policy.”

- 30 --
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U.S. Senator for Kentucky

MITCH McCONNELL

For Immediate Release
January 20, 1998
98-3

cCONNE USHES 1998 EDUCATION PLAN
= McConnell says every school needs "B.0.0.K.5.” -

WASHINGTON, D.C. - U.S. Senator Mitch McConnell (R-KY) along with other
members of the Senate GOP Leadership held a press conference today to discuss one of the
top priorities of 1998 - Education. The Better Opportunities for Our Kids and Schools
Act (BOOKS), which puts more money in the classroom, was unveiled today on Capitol

Hill.

Systems - more money for classrooms, greater flexibility for productive reforms, and school
safety. Highlights of the bill include A+ Accounts to help parents save for the cost of
their child’s education, public or private, from kindergarten through college. The bill
sends more federal dollars to the classroom (95% of $10 billion in federal education funds
must go to local classrooms). It promotes school safety through school choice
demonstration projects and innovative programming to protect students and teachers.

‘ The BOOKS Act responds to the primary concerns of parents and local school

“Quality education is a priority for every American, however parents today have
serious doubts abour the federal government’s commirment to our children’s future,” said
McConnell. “The BOOKS Act provides parents and educators with the resources and
flexibility chey need to make our nation’s schaols safe and successful.”

-30-

FOR MORE INFORMATION CONTACT ROBERT STEURER, PRESS SECRETARY. (202) 224-8288,
FAX (202) 228-3416. SR-3614, WASHINGTON, D.C. 20510-1702.
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For Immediate Release: Contact: Kirsten Fedewa
January 20, 1998 Tel: 202/863-8587

GOP GOVERNORS AND CONGRESSIONAL LEADERS PLACE EDUCATION
REFORM AT TOP OF 98 AGENDA

WASHINGTON, D.C. - Republican Governors Association (RGA)
Chairman David M. Beasley (SC) today warmly praised the efforts of U.S. Senator
Paul Coverdell (R-GA) and the Scnate Republican leadership for introducing
innovative education legislation this week to improve the nation’s schools.

The legislation will establish tax-free education savings accounts for tuition for
kindergarten through college. move more education dollars from bureaucracies 10
students to enhance leamning in the classroom. improve safety in schools, reward good
teachers and achieve better reading skills.

“Senator Coverdell’s 'Better Opportunities for Qur Kids and Schools' bill takes
great strides at moving toward safer learning environments. rewarding good teachers.
improving reading skills. and targeting more dollars to enhance Icarning for students in
the classroom.” said Beasley.

“lmproving education performance -- by supporting parents and teachers -- is a
Joint goal of Republican governors and our friends in Congress. Senator Coverdell's
proposal will help ensure that voung Americans are ready to compete in the global
economy of the 21* century.” said Governor Terry E. Branstad (IA). immediate past
chairman of the RGA.

The legislation includes the following provisions: .

* Creates "A+ accounts™ that allow parents. grandparents or scholarship
sponsors to contribute post-tax dollars to be uscd for a child's education:

* Pravides students who are currently condemned by economic circumstances
to attend unsale schools with an opponunity to attend schools where the
cmphasis is on learning. not survival:

* Focuses on training teachers 1o weach reading, increasing parental involvement
and sending more dollars to the classroom: :

* Protects schoolchildren und teachers from harm by ensuring that victims and
witnesses of crimes at school are protected. and to encourage states and local
communities to provide stronger responses o criminal and drug activities on
school property.

-MORE-

Now Awa HM

310 Fimst Streer, S.E.. WasuingTon, D.C. 20003 Tew: 202.863.8662 Fax: 202.863.8659
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Improving education through an exchange of ideas was the primary focus of the
Republican governors during their 1997 Annual Conference in November in Miami.
During the meeting, Republican governors joined with Republican leaders in Congress
in announcing the creation of a joint task force to continue to pursue further education
reforms. Details of the task force will be released afier Congress reconvenes later this
month.

“We applaud the efforts of Republicans in Congress 1o begin to give GOP
governors the flexibility to do with federal education funding exactly what they did with
welfare three years ago,” said former RGA Chairman John Engler (MI).

“I'am particularly impressed with the local control provisions in Senator
Coverdell's proposal. The states and local districts and schools certainly know what’s
better for students than the federal government. I also am pleased with the parental
involvement included in the bill. It's time to give parents more control and choice in
deciding how well their children are educated. It's not just a question of how much we
spend on education, but how we spend it and what we expect from our public education
system. The higher the expectations. the better the product,” said Governor Frank
Keating. vice chairman of the RGA.

“From parental school-choice and vouchers, to class-size reductions to distance
lcaming. GOP govemnors are about real education reform,” said Governor Tommy G.
Thompson (WI), who headed an RGA task force on education in 1997,

“When it comes to education. Republican govemnors believe parents — not
government - should be making the decisions.™ said Thompson.

“Republican governors will continue to work with the Senate and the House to
build upon states" education reform accomplishments. Republican leaders in Congress
know what we've proven to be true at home: meaningful education reform occurs at the
statc. local and parental level,” said Beasley.

Huuy
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Communicatiuns Unit (202) 675-2312
" 122 Marylana Avenue, NE . F Fax: (202) 546-1440
Washington, DC 20002 AMERICAN CIVIL LIDERTIES UNION http:/iwww.aclu.org

America Online: keyword "ACLY"
‘ WASHINGTON NATIONAL OFFICE
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Republican Leadership Masquerades as Booster of
Beleaguered Public Schools

FOR IMMEDIATE RELEASE Contact: Jennifer Helburm
Tuesday, January 20, 1998 (202) 675-2312

Washington — The American Civil Liberties Union greeted the “new” Republican eight-
point education package with skepticism today, saying that the plan appears to include
more attacks on public education under the guise of school vouchers and tax credits for
religious and private school tuition.

While stressing that the entire platform was not yet available for review, Terri Schroeder,
Legislative Representative for the ACLU, reacted to initial reports indicating the GOP
leadership’s platform includes school voucher schemes and tax credits for religious and
private school tuition:

‘ “This appears to be yet another attempt to wipe away the mark of shame they carry as a
party that has consistently attacked quality public education for all children.
Unfortunately, it appears that through this platform, the GOP leadership is yet again
pushing measures that will take taxpayers’ money from publi¢c school children to benefit
religious and private schools,” said Schroeder.

The ACLU has long opposed these unconstitutional voucher schemes. Among the
ACLU’s concerns is that vouchers could divert millions of taxpayers’ dollars to schools
which are not subject to common standards of accountability, including compliance with
federal anti-discrimination laws.

“I do not think the American public would favor their tax dollars funding parents who
wish to send their children to schools run by people like David Koresh. Yet that is just
what previous voucher and tax credit schemes would have allowed,” said Schroeder.

HEH



/’h\‘
T UC [w V%

ROUTING SLIP
DATE: 12/ 2./14%

FROM: Stephanie Streett
Assistant to the President and Director of Presidential Scheduling

SUBJECT: Meet \wWith Sranators Coverdel | Lidoermon Torrice,

and. CoLs and. Speoxer Newke GUnGic~ ow Vouchar Proposols

Virginia Apuzzo Sylvia Mathews -
David Beaubaire L Mike McCurry v
Paul Begala _ Mack McLarty _
Sandy Berger _ Katie McGinty -
Anthony Bernal _l[ Bob Nash .
Sidney Blumenthal L Chip Payson L
Erskine Bowles o John Podesta .
Peg Cusack - Bruce Reed _l_l‘_/
Rahm Emanuel - Dan Rosenthal .
Maria Echaveste - Charles Ruff o
Jack Gibbons o Patti SOliS-DO)"lC _
Nancy Hemnreich . Craig Smith _
John Hilley l Doug Sosnik .
Mickey I[barra - Gene Sperling —
Ron Klain _ . Todd Stem -
Ann Lewis _l/_— Ann Stock o
Bruce Lindsey - Kim Tilléy o
Capricia Marshall _ Melanne Verveer .
Thurgood Marshall, Jr. _ Michael Waldman _\/ '
o tlusa Millsap _,(

rLe: _Accept
COMMENTS: MWMW’D’LILT%D

&



ROUTING SLIP
DATE: 10 /.30 197

FROM: Stephanie Streett

Assistant to the President and Director of Presidential Scheduling

SUBJECT:

wrtd Coets anmol Spcak e Ml Genge, e o bovcde” /9'""/’"73(( (s

Virginia Apuzzo _
David Beaubaire

Paul Begala

Sandy Berger

Anthony Bernal i

Sidney Blumenthal
Erskine Bowles
Peg Cusack

Rahm Emanuel
Maria Echaveste
Jack Gibbons

Nancy Hernreich

John Hilley _‘/_
Mickey Ibarra -
Ron Klain __
Ann Lewis 7

Bruce Lindsey
Capricia Marshall

Thurgood Marshall, Jr.

FILE:_Accet 11/5) 97

]}/')?r’

Sylvia Mathews
Mike McCurry
Mack McLarty
Katie McGinty
Chip Payson
John Podesta
Bruce Reed

Dan Rosenthal
Charles Ruff
Patti Solis-Doyle
Craig Smith
Doug Sosnik
Gene Sperling
Todd Stern

Ann Stock

Kim Tilley
Melanne Verveer

Michael Waldman

Flsa M, 1156 0

Meet wodie Scriarers Coverdd il (i ecoerinar . Torrice((C

|

COMMENTS: At [ ///'} dq
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ROUTING SLIP

DATE: 10/15/97

FROM: Stephanie Streett
Assistant to the President and Director of Presidential Scheduling

Meel with Senators

SUBJECT:

ansl Coats, and Speokes Newot Gungrich om

David Beaubaire
Paul Begala
Sandy Berger
Erskine Bowles
Peg Cusack
Rahm Emanuel
Maria Echaveste
Jack Gibbons
Shanan Guinn
Nancy Hemreich
John Hilley
Mickey Ibarra
Ron Klain

Ann Lewis
Bruce Lindsey

Capricia Marshall

Thurgood Marshall, Jr.

FILE:_Accept 19/30/97

N NN

COMMENTS:

Sylvia Mathews
Mike McCurry
Mack McLarty
Katie McGinty
Chip Payson
John Podesta
Bruce Reed

Dan Rosenthal
Charles Ruff
Patti Solis-Doyle
Craig Smith
Doug Sosnik
Gene Sperling
Todd Stern

Kim Tilley
Melanne Verveer

Michael Waldman

glisa Millsap

Co‘/(fdwl Llébe/mml TO//‘/;‘LL(X'

Vovcher Proposads
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ROUTING SLIP
DATE: 94129197

FROM: Stephanie Streett

Assistant to the President and Director of Presidential Scheduling

Mot wi b Coverd el Lithes mart |

st (oats,

SUBJECT:
David Beaubaire
Paul Begala
Sandy Berger
Erskine Bowles
Peg Cusack
Rahm Emanuel
Maria Echaveste
Jack Gibbons
Shanan Guinn
Nancy Hernreich
John Hilley
Mickey Ibarra
Ron Klain

Ann Lewis
Bruce Lindsey
Capricia Marshall

Thurgood Marshall, Jr.

FILE: /eri 5&461

Sernators

ard  Speeke” New t th-ﬁndu on Voucher ﬂf'éposa./(

.
v

COMMENTS:

Sylvia Mathews
Mike McCurry
Mack McLarty
Katie McGinty
Chip Payson
John Podesta
Bruce Reed

Dan Rosenthal
Charles Ruff
Patti Solis-Doyle
Craig Smith
Doug Sosnik
Gene Sperling
Todd Stern

Kim Tilley
Melanne Verveer
Michael Waldman

Elisa Mitlsep

Torriced.

\/.,« ‘




SCHEDULING PROPOSAL

DATE: September 19, 1997

i S
Accept Regret n Pgndzl§
: o'. 19
v
TO: Stephanie Streett
Deputy Assistant to the President and
Director of Scheduling
- AL
FROM: John Hilley I Yo' e\ I
Senior Advisor to/the President and
Director for Legislative Affairs
REQUEST: To meet with Senators Coverdell, Lieberman, Torricelli, and Coats,
and Speaker Newt Gingrich.
PURPOSE: To discuss Senator Coverdell’s school voucher proposal.
BACKGROUND: On July 29, 1997, the President spoke with Speaker Gingrich about
Sen. Coverdell’s school voucher amendment to the Taxpayer
Relief Act of 1997. During that conversation, the President
threatened to veto the tax bill if the Coverdell amendment was not
removed. In exchange for the removal of this provision, the
President committed to meeting with Senator Coverdell and others
to discuss his school voucher proposal. (Please see attached letter
from Speaker Gingrich.)
DATE AND TIME: The week of September 29, 1997.
DURATION: Briefing: 15 minutes
Meeting: 30 minutes
LOCATION: The Oval Office
PARTICIPANTS: Speaker Gingrich (R-GA)
Senator Coverdell (R-GA)
Senator Lieberman (D-CT)
Senator Torricelli (D-NJ)
Senator Coats (R-IN)
Family from Washington, DC
Representative from Orthodox Union
VP ATTENDANCE: TBD
OUTLINE OF EVENTS: TBD

"~



REMARKS: TBD

MEDIA COVERAGE: No
RECOMMENDED BY: John Hilley
CONTACT: Elisa Millsap 6-7848

ORIGIN OF PROPOSAL:  Request from Speaker Newt Gingrich (R-GA).



(202) z25—-0600

tnt Oilugrich
th District
@enryin

Bffice of the Bpeaker
Hnited Btates House of Representutifics
MWashington, DA 20515

September 4, 1997

‘The Honorable William J. Clinton
The White House

... 1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Mr. President:

As you may recall, on July 29, 1997, you and [ discussed Senator Coverdell’s plan to
extend the educatian savings account concept that you endorsed to children in grades K-12,
which was a provision included in the ‘l'axpayer Relief Act of 1997. You demanded that'we
. remove this provision from the bill or face a veto of the balanced budget agreement. At your
request we did remove the education savings account provision in the interest of providing tax
rclief 1o all Americans.

In exchange for the removal of this provision you personally committed that you would ~
meet during September with Senator Coverdell, Senator Lieberman, parents and students who
want to have the personal powor to leave ineffective and dangerous schools. You have not yet
extended the invitation for this meeting and { um hopeful you will do o in the next week or two.

As [ am sure you will agree, it is immoral to trap children in schools where they cannot
learn. [ strongly believe that parents should not be forced by government to send their children
to schools that are failing. Learning occurs best when local parents, teachers and schools
collaborate to create learning environments that maximize cach individual child’s ability. Let’s
give familics the power and flexibility they need to provide the best possible educational
opportunities to their children. Ilook forward to hearing from you on this important matter.

Si




