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INTRODUCTION 

The Senate Committee on Finance has scheduled a markup on Febmary 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 to S. 1133 ("Parent 
and Student Savings Account Plus Act") (JCX-5-98), Febmary 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 constmction of public schools. 

' This document may be cited as follows: Joint Committee on Taxation, Description of 
Modifications to Chairman's Mark of an Amendment to S. 1133 ("Parent and Student Savings 
Account Plus Act") (JCX-7-98), Febmary 10, 1998. 
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I. Qualifled zone academy bonds; qualifled high-growth school assistance bonds 

Present Law 

Tax-exempt bonds 

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

Zone academy bond.s 

Certain financial institutions (i.e., banks, insurance companies, and corporations actively 
engaged in the business of lending money) that hold "qualified zone academy bonds" are entitled 
to a nonrefiindable 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 h 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 
govemment, 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 tum, 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 govemments 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 fiind the constmction or 
rehabilitation of public schools that are located in school districts whh 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 nonrefiindable tax 
credit in an amount equal to a credit rate (set by the Treasury Department) multiplied by the face 
amount of the bond. The credh 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 Development (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. 



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 wathout 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 govemment, provided that 95 percent of the proceeds are used for the purpose of 
renovating or constmcting 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 altemative 
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 credh 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 tum, would allocate the credh 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. 



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 Leaming 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 eamings 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. 

-5-



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 
instmction) 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 mition 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)(l)(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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L E T T E R S OPPOSING rOVFJRnFT K-12 TP AS 
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 Association February 9,1998 
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til N«tl nnl CoMliilMi 
for-

• 

l^ubllc MuMtlon 

Febniaiy 9.1998 

Membeis of the U.S. Senato Committee on Plouca 
Wathiagton, D.C, 20510 

DawSaaaton 

The following nwDben of ihe Nadooil CoiJition fior Public Educitloa tirf e you NOT to 
support 'Tarmt aad Smdant Savings Aeceuat Mtu Act,** or any linilir nieaiwe, 
dealgned to create vui eobaidiec fbr indlvldaBlB who BnioU their eblldren in private and 
reli^ui achoolB. Thii tax •bajtcr would expand the hlghar education provjMow of 
105-3410 allow peimta, relatlveE, and ooiporate eotftles to depoBll up to $2,000 up to 
four yearn and $500 in the iciualiilng yean Into ipeclal aoeounts. Tbli itnendnKnt ii 
inotdematic in that it would alui males tax̂ &ne withdtawali on the iateittt and prloĉ al 
to p«y fior elemeotaiy and Booondaiy educatioa tuldoo and expenaei. 

Al you and the other meniben of the Finance Committee coniidor tbe 'Terenl end 
Student Savingl Account Phia AotT' fiir its levenue impUeaiioiu, yott WIU note iti 
projected pilce tag of moie than $1.S billion over five y«m. ]ju(e»d of creating a tax 
pint that difptroponlonatBly tkvori weaiailer famlllet, faderal policiei ibould dliect 
Ilmtted publio doUan to public ichooU where over 89 pMcent of America'! children are 
educated. Airther. thete tax sUbiidiea do notUng lo reise aoadamie staodanb fior ell 
ohUdien, provide safe learning envlronmenti fior children, provide for mora teacher 
trainings or Increase pirent involvement la schools. 

A lecent repot by ttie CongmBsiona) Reseaivb Service conecdy pointed out significant 
flswi-ln education IRAs. Education tut subsidies grow slowly and may be unable te 
amass the amount of money needed to pay for private school hiinon, paitieolafiy for 
young children. Families unable to save. Including moat (IUDUIBS earning leas than 
S5S,000 a year, would not beneflt at all. Finally, high bcome famlUee who elreedy send 
their children (o private schools would be able to shelter some of their existing aseets 
from taxes by traasfenlng them to educvtion savings accounts. 

Stanilwly, in i latter to and Means Chair WUUam Archer, Trauury Seerotuy 
Robert Rubin end Education Seorstary Richard Riley point oat that this tax plan 
dlsproponionately favors wealthier famlUss. Higher iocMne taxpayen are more likely to 
have the extre money needed tp save, and ihcrefbre, lower end wortdoc fsinlUqs would 
get Uttle benefit fitim tbe ctKapoondlng tax-free eaniingi in en education IRA. 

1090 Vtmon̂  AN«. NW, 1200, V^Unqhn, DC 20005-4905 (202) 289-67P0 fm: (202) 2B9-6791 
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• 

The undeiaigDBd groups oppose tbe "Parem and Smdeai Savings Account Plus Act" tax 
subsidy. Like voucben. this Is merely a scheme to banofli private and religious schools. 

Ameiican Association of School Administrators 
American Associatioo of Uaivcnity Women 
Aniericen GvQ Ubaitlea Union 
Amoicans fbr Religious Liberty 
Afflflricani for Democratic Action 
American Federation of Teaehaca 
American Faderation of Stale, Coon^ and Muaioipal Bn«>loyees 
Amatioaa Horoanlst Association 
American Jewish Committee , 
American Jewish Cengress 
Amarlesns United for Sepsration of Church and Staae 
Association for Supervision and Cunlculum Devdopcmt 
Anti-Defisiiiation League 
Council af Oiief Stats School OflGocn 
Connetl of the Oreat City Schools 
Oeoenl Boaid of Chuich and Sociaty of die United Methodlat Church 
Hadassah 
bitemailoiul Reading Association 
Labor CounoU for Latin American AdvaneenBot 
National Association of Bilingual Bdueation 
National Assoclatloo of Blememaiy School Prlpolpals 
National AisociMion of State Boards of Eduoation 
National Association of State Directors of Special Education 
National Council of Jewish Women 
National Education Association 
Nationai Otgaalzation for WMnen 
National Parent Teacher Association 
National School Boards Asaodatioo 
National Rurel Education Association 
I^ple for the AmnrleaD Way Action Fund 
Public Employee Department, AFL^O 
Tbe Fedecadon of Temple Sisterhoods 
Union of Ameiican Hebrew Coogregations 
Unitarian Unlversaliai Assoeiatton 
United Auto Workers 
Women of Reform Judaism 
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nea NATIONAL EDUCATION ASSOCIATION 

Utnnls Vat\ Roeltfl, frunuiy Inaturfr 

Dim Cumtron, trtcmi^t Utteuif 

1201 I6lh Slrcf.t. N W. 
Wiuhln^tun, D.C. 20036-.]290 

UOi) 822-7000 Fia (202) d22-7i)74 

I—1 

j^tec^r Office 

r.t 

I 

"0 

Febmary 6. 1998 

The Honorable Richard RiJey 
U S Depanmem of Education 
600 Independence Ave. S.W 
Waahington. D C. 20202 

Dear Secretary Riley: 

On behalf of the 2.3 million members of the National Education Association nsn:A\ t 
oppos.i.on to the Educatioa Saving, A« for Public i ^ P ^ v ^ t s Z ^ t Z l ^ ^ ^ ^ ° " 
bill would create tax-free savinas account to n.i/fatTJ. . ? . * (re-introducad m S IS90) The 

r.mil». Who „nd their childrw ,o p m L .nd i ^ ^ ^ T ' 

Further this tax-free savings account would not guarantee parents a choice of schools As ir dn*. 

Sincerely, 

Bob Chase 
'resident 
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February 9,1998 

M<mt.rable John H. Chafce 
bcnate Committee on Finance 
^5 Dirksen Senate Office Building 
Washington, JX: 20510 

Dear Senator Chafe<>: 

«the P.r«tf and Student Savings Acct̂ iT̂ t J?uT>^ '̂.̂ .'̂ "*''''̂ ^**' (ii'own 

bill would .-dlow parent, rcl^tivJ^d Cv^^ "^^'PouK schools. Th, 
per yea. and to zn.̂ e rax fr.^ wiftdTatab^^^^^ to depo^tup to $2,000pcr d^Jd 
hst of educaaonaJ expanses, ^'^"^^'^ tî <-' Pnnapal and interest for a bm^ 

school mftion. (^^liHo7Z^^^^i^^^^^^ 

Robert li. Ktibin hii,s also noted that ''dS^!^ u Sccret-iy of Treaswr 

addthom.1 ta>r complexity for families '' NIoTn^J ̂ oj'WJead to significant 

bad tax policy. ^^^^^'V ^̂ is bad educatl.mpolicyjtis-

rt^&Zwr/vwrfi; should be used to eu«^^^ 
school attendance. The orifi^l^Z '"''f^^^'' schoolchildren, not private 

pub iC schools by pn^viding, for i n Z r ^ ^ ^ 
da... su.,, or computer acc4 for a . S i i n sSJdT̂ ^̂ ^̂ ^ 

While we iindcj>stand that the bill m ,̂, i J 
constructing believe that the S^^^x^rS.l'^T^ '''' 
t h r e e s to private school tidtion a ^ S t ? „ f misdirecting tax 

<̂)r these reasons, we unre vrm ..u . 
resou ê.s to enhance l e a S ^ r a i d s E , * ! ^ ^ provide 

Kematc to c„,.tact Michelle y^Z^'^^ri'^:^X:^Z IT""^' 
'̂ «i<-ral PrograiiLs at 703-838-6208 

Smcercly, 

•
I JJiam B. Ingram 
'sidcnt 

•NSBA-

Office of Advocacy 

• William D. \n%rntn 

•Anne L, Oryatit 
t-:xet.-utivc Diiwrtor 

" MId.ael A. Ket,-ni<:lc 

l̂ f̂ cutive Director 

Anno L, Bryant 
Executive Director 

(70,, . PAX.. ,703,6S'..7,Oo . hap../A .̂.n.t,:,ore 
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DEPARTMENT OF THE TREASURY 
W A b M I N U I O N , D . C . 

February 9,1998 

Hie Huuomblc Duniel Pattick Moynihan 
Committee on Finance 
United States Senate 
Washington, D.C. 7i)S10-<fK>.0D 

Deal Seuatoi MuyuUum: 

Wc write to express our strong opposition to S. 1133, which we undertland your Committee may 
soon considftr T snmraer, when the Senate psncd a similar propoBal, the Preeident stoted that 
he would veto the legislation that contained it S. 1133 raises concerns similar to tiioae nistd by 
last yoai's Seuait bill und hy H.R. 2646, which the House passed last fiOL As we stated in 
October I997» wo would recommend that the President veto S. 1133. 

Every Amencan child ̂ Mtrvê  9 high quality elemeatacy and secondaiy educatioa, W« believe 
that targeting our limited Federal resources to build stronger public schools will help ensure tiiai 
All of OUI' diildieii I'rnxiytt (be education ihsy need to be productive citizens. Public schools serve 
approxinjately 90 percent of sUidents in grades K-12 and currently fiace reooid-hreaking 
enrolhnents By focusing resouroes oo public schools, we can leversge eommunity investment to 
help parentR, teachem, Mnri ndministrators meet the important educational ohaUangat; they &oo in 
scrying the vast m ôrity of our diildren: meeting high standatds for learning and discipline; 
fijdng school buildings; uU pwviding a safb, drug-ftee environment for children. In contrart, S. 
1133 diverts needed attention and resources from our public acboois. 

The bill diaproportionately benefits the most afiluent families and provides little benefit t© lower 
and middle-income fiwnilies. Additionally, given tiie expansion of tax-preferred savings vehicles 
in last ycai *s bill, wc Uu not belivve that fhrther Increasing the comribution limits for tax-
prefiared savings opportunities will gencnitc much additional savings and would. Instead, reward 
families, particularly those with significant means, for what they would otherwise do. 

We are also concerned that tiie bill would create significant compliance problems. The 
legislation ulluws UtK-fhw wlthdiawals ftom Education IKAs for, among other things, 
supplementary expenses requited for the child's cnrollmem or attendance at a public/piivate. or 
religious school, but provides no guidance in identifybig what these expenses are. Distinguishing 
between an appmpri»itftly tax-fiee witiidiawal md one that should be oubjeot to tax penalty would 
lead to significant additional tax complexities for jfamihes. 
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We tixerefbtc strongly urge the Committee not to approve tiiis legislation. 

Sincerely, 

RobertE. Rubin ii- u ̂  w ni. . ^ V * 
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Moselev-Braun Amendment 

The amendment creattis and expands tax incentives to help States and school districts 
meet their school repair, modpmization, and constmction priorities. The amendment includes 
three provisions. 

(1) Qualified School Modernization Bonds 

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

A total of $9.7 billiontof authority to issue qualified school modernization bonds 
would be allocated in each ofj 1999 and 2000, half to states and half to the 100 largest school 
districts. (The District of Columbia is considered both a state and a large school district, and 
Puerto Rico is considered a smte.) The cap would be allocated to the 100 large districts based 
on the amounts of Federal assistance received imder Title I of the Elementary and Secondary 
Education Act of 1965, and t̂  States based on the same formula, adjusted for amounts 
allocated to the 100 large disljricts, A small portion of the total cap would be set aside for 
each U.S. possession (other tlian 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 imused portion oif its allocation until September 30, 2003. 

Under the proposal, a jbond 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.l territory, or school district that: (1) demonstrates that a survey 
has been undertaken of tlie construction 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 percjentages of Federally-owned or Indian Trust land tliat is not 
subject to local taxation, (3) qescribes how they plan to meet the school construction needs of 
schools serving Indian and military-dependent children. Second, the issuing government must 
receive an allocation for the tjond 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. 

1 
(2) Qualified Zone Academy Bonds 

j 
The amendment makê  three changes to the existing qualified zone academy bonds 

(created in the Taxpayer Relik Act of 1997), First, the amendment increases tiie 1999 bond 
cap from $400 million to $1.-̂  billion and adds an additional $1.4 billion of bond cap in 2000, 
Second, tiie amendment expands the list of permissible uses of proceeds to include new school 
construction Third, the amendment sets the maximum term of qualified zone academy bonds 
at 15 years. 
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i Page 2 

(3) Tobacco Settlement 
i 

The amendment establishes a trust fund tiiat will be used to pay the obligations created 
by the issuance of qualified school modemization and qualified zone academy bonds. If 
tobacco taxes are increased as part of legislation settiing 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 thfe obligations created by the allocation of new qualified school 
modemization and qualified ẑ one academy bond authority. 
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(3) Tobacco Taxes 

The amendment increases the excise tax on tobacco products by 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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Graham Education Construction Package 

5 Amendment B: 

1. increaa. i i Arbitrage Rebate Exception £or Governmental 
Bonds UaedTto Finance Qualified Educational F a c i l i t i e s 
[$144 million/S-yaara; $796 million/10-years] 

3-Year Safe Harbor Exception from Rebate for Certain 
Proceeds t6 be Used to Finance Construction Expenditures 
for Qualified Educational F a c i l i t i e s 
[$77 milli^n/5-years; $321 million/10-years] 

Qualified Educational Facil i t y Obligations Not Taken Into 
Account in] Determining Status of Small Issuer 
[$42 milli|>n/5-years; $174 million/10-years] 

Treatment bf Qualified Educational F a c i l i t i e s Bonds as 
Exempt F a c i l i t i e s Bonds 
[$223 millEon/5-years; $1,031 billion/10-years] 

Accelerate! Depreciation for Tax-Exempt Bond Financed 
Educational F a c i l i t i e s 
[$232 millp.on/5-years; $390 million/lO-years] 
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Summary of Five Tax Proposals to Assist Local School 
Districts with Education Construction and Rehabilitation 

February 7, 1998 

1. Tax-Exempt Bond Simplification Thronyh 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 govemments indicates tiiat this change, as well as tiie 
following proposal, (proposal #2) are overwhelmingly supported. 

2. Tax-Exempt Bond Simplification Through Extending the Arbitrage Rebate 
Spend Out Exception Rule to Three Years. 

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

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

3. Tncrease Small Tssue Bond Investment Exemption Applicable to Banks. 

Raise tiie 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 $10 million to $25 
million. This change would facilitate greater investment by banks in 
development witiiin its own communities, including school constiiiction and 
rehabilitation. The proposal gets to the "bottom-line" cost of financing. 
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t. Fctahlish Educatî " a QunlifleH Fxempt FaciUty Bond. 

Modify Section 142 to include education infrastructure projects as a purpose that 
qualifVes under the facility tax-exempt bond n:les. ^ « P-P°-»̂ ^̂ ^̂ ^̂ ^̂  
'̂ education infrastioicmre projects" as a tiiirteenth qualified item l*"̂ ^^ f f ̂ î̂ ^̂  
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 are analogous t̂ô  
Sa^ent offered in higher education. THe modifications ^̂ âlso aUow ^̂^̂^̂  
public and private entities to take advantage of this freatment. .Althougt̂ p̂ubhc 
use of tills ̂ eatment is predominant, currently private eritities involved m high 
speed rail development are qualified under Section 142 for such tax-exempt 
treatment. 

5. MnHify the Deprp̂ i*>tinn Rule, that Apply to SqhqffI ro|̂ st̂ t̂tio^ and 
tti^hahilitation Activities. 

For education facilities, eliminate tiie requirement tiiat straight ^ ^ ^ J ^ ' ^ ' ^ " ^ ^ 
be used where the facility is financed witii tax-exempt bonds or 1̂ ^̂ ^ to a 
exempt organization. This would facilitate publicpnvate parmerstaps 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 no); include the costs associated witii meeting tiie needs of 
schools akeady overcrowded, particularly those in high growth areas, 

> The financing of school construction and renovation is typically a local fimction. 
Tax-exempt bond issues, which generally must be approved tiirough 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 witii school construction financing, made higher by federal 
tax requirements and fees, conti:ibute to taxpayer reluctance to support school 
constiiiction bonds. Small issuers, such as rural and small school distiicts, are 
disproportionately affected by tiiese costs. 

> Faced witii tiiese 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 constiruction of public schools. However, federal tax 
law provisions limit tiie ability of school districts to undertake such fmancing. 

> Goal: (1) Reduce tiie cost of financing and (2) stimulate public-private 
partoerships 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 Leaming Centers 
Dade County (Miami), Florida 

Several businesses have built schools on tiieu- property near offices or 
production facilities. The school distiict has provided tiie staff on site and 
administer tiie 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 constiiicted on a 200 acre 
site near an IBM plant. 

Disney Corporation "Celebration City" Project 
Osceola County, Florida 

The Disney Corporation has constincted a model city outside of Orlando. 
Florida. The city, "Celebration City," includes tiiree schools and a teacher 
education/development center. Disney Corporation provided tiie major share of 
tiie fimding for tiie education facilities, after tiie 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, fmance, and build public schools which 
tiiey tiien sell to local govemments. Their most recent projects include bmldmg 
12 schools in tiiree counties and have already saved an estimated $500,000 to 
one county alone via cost effective measures found in private consliuction. 
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An Example of the a Public-Private Partnership 
Model for School Construction Compared 

to Traditional "Build-Own" Practices 

Typical "Build-Qwn" Model Used Todav: 

Traditional Pay-As-You-Go Practice 
ririt Stheel On^in* $ee«id School On-Uiw Third School On-Uno 

f i l l 
^ T«qr Taan . Y»«ri . ' ( •vn ^ Y«ari ^ T. 

Million MilliWI MllliMI iMIIHwi MiniMI MlfflMl 

7 8 9 10 11 
I ^ Y a « ^ Y « - » ^ Y . « « ^ ^ Y . * l 

MlWn MMIiM. MOttMi MUlMn 

Enough Menoy Oonorofod Snpu^h Momr O*norol»d Inough M « ^ ^ 
In CmuMiica lo CoowiMiMO ID comnwnca 

Conitructien of 1 *f School Coi«lr«cHo« of and School Con.ln.etlon ot 3rd School 

If WbuW Mt* 4r U a f I tMrt H M 2 <cfw»lf I U » « 
HWtMTmkm 11 ^ f w ««r J f i ln i l l 

Example of Public-Private Partnership Model; 

Innovative Leased/Buy-Back Financing Model 
Schools On-Un« 

1 2 3 4 5 6 7 8 9 10 11 
T«ir rman Y«o« ^ Y«iri ^ Y ^ r . ^ TMN* ^ Y b « ^ Y«irt ^ r««« ^ T«iti ^ Y . . r . 

Minion Maiion MIIIMI MUIIMI MilUMi Milli«n MMlMt IMUIMI Millie. Miffioi, MMIIM 

54 MitfhHi/r««r OMMnrtw /EnMfh AVVIMM M COVM- OaM S«*fco fcr J 9»lmmU. Af An awwiMd erf * J 2 miion 

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: 

Reduction or elimination of construction risKa to the school district. 

Accelerated construction and delivery of the school facility. 

Reduction in overall cost of financing and constaiction. 
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Educational Faflila-ties 

INCHEASE IN ARBITRAGE REBATE EXCEPTION 

FOR GOVERNMENTAL BONDS USED TO FI­

NANCE QUALIFIED EDUCATIONAL FACILI­

TIES. 

(a) I N GENETLVL.—Section 148(f)(4)(D) (relating to 

exception for governmental units issuing $10^000,000 or 

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

ing new clause: 

"•(^^i) LNCUKASK i , \ KXciClTlcN I'm; 

l',i»Nl)s FIN.\.\( I.Nti t^rAl-lKlKl) -

1 .VrK »NA1, FAI ILITV ('Al'ITAl. ICXl'lCNI )l-

•ni<i:s.— 

"(I) I.v (;i:.\i:i{.vi..—In thi' \ m -

L'l'ding pnAisious of this sul)i);ir;i-

-Tiiph, eiieli of the .$(0,0()().()(Mi 

ninounts shall be increased hy tlw-

lesser of $25,000,000 or .so mucli m' 

I he iigfiTepite face amount of 

liiiiuls as ai-e attril)utaUle to fmam-iuu 

the constnicjtion (^^-ithiu the meaiiiiiu 

of subpanifiTiiph (C)(iv)) of qualified 

t'dnc-ational t'aeilities. and such pivAi-
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sioiis. in the ea.se of such bonds, shall 

he ap[)lie(l to govenuneiital uuics with­

out regard to the taxing powers uf 

such unit.s. 

"(II) Qf.U-lFIED EDL'CATIO.VAI. 

PAciLlTlî s.—For puiiDoses of .sub­

clause (I), the term 'qualified edu­

cational facihties' means any facility 

which is a public elementaiy school, a 

pubhc secondaiy school, a public insti­

tution of higher education that awards 

ail assoeiate's degi-ee, or a public post-

secondaiy vocational institution [with-

in the meanings of those terms under 

the Elementarj' and Secondary' Edu­

cation Act of 1965 and the Higher 

Education Act of 1965)." 

(b) El'M-̂ Kc'l'lVK DATIC,—The amendment made by 

this section shall apply to bonds issued after December 

31. 1997. 
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Amendment #2: 3-Year Safe Harbor Exception from Rebate for 
Certa in Proceeds to be tJaed, to Finance Construction 
Expenditures for Qua l i f i ed Educational F a c i l i t i e s 

3.YEAR SAFE HARBOR EXCEPTION FROM RE­

BATE FOR CERTAIN PROCEEDS TO BE USED 

TO FINANCE CONSTRUCTION EXPENDITURES 

FOR QUALIFIED EDUCATIONAL FACnjTIES. 

(a) IN Gi':Ni':ii.vL.—Section 148(f)(4)(C) (relating to 

exception from rebate for certain proceeds to be used to 

finance eonstniction expenditures) is amended by adding 

at the end the follo^g new clause: 

"(X\'ii) S P E C L V L RULES FOR CON­

STRUCTION EXPENDITURES POR QU^U Î-

FIED EDUCATIONAL FACILITIES.—In the 

case of an expenditure of the available con­

stmction proceeds of a construction issue 

for the construction of quaUfied edu­

cational facilities (within the meaning of 

,sul)para<n'aph (D)(̂ 'ii). clause (ii) shall ix-

applied— 

"(I) in subclause (I), by sub­

stituting '15 percent' and '1-year IH-

riod' for '10 pei'ceiit' and 'B-momii 

period', respectively, 

•'(ID in .subclause (II). by sub­

stituting 40 percent' and '2-yeai' p>-

riod' for "45 percent' and "l-year |)<" 

rioil', respectively, and 
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••(III) in subflause (HI). I)}' MI'"-

stinitiusi' percent' and •:V>vai- pe­

riod' for '75 percent' aiul -U^-iunutli 

period', respectively." 

,1,, I-:n-i:.-Tivi- D.vn:.—The amendment made by 

tin> x-.iinn shall apply to bonds issued after D.-r-jub-T 
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^ Qualified Educational F a c i l i t y obligations Not 
Amendment #3. Qu a l i f i e d ^ Iccount i n Determining Status of Small 

Issuer 

QUALIFIED EDUCATIONAL FACILITY OBLIGA­

TIONS NOT TAKEN INTO ACCOUNT IN DETER­

MINING STATUS OF SMALL ISSUER. 

(a) IN GKNER.\L.—Section 265(b)(3)(C)(ii) (relating 

to obligations not taken into account in detennining status 

of qualified small issuer) is amended by striking "or" at 

the end <»f .subclause (II), by strildng the period at the 

end of .sulx'iaiise (III) and insetting or", and by adding 

at the end the folhming new subclause: 

''{TV) an obligation issued as 

part of an issue during the calendar 

year the aggregate face amount of 

which does not exceed the lesser of 

$25,000,000 or so much of tlie aggre­

gate face amount of obligations of 

such issue as are attributable to, fi-

luuicing the constmction (\rithin the 

meaning of section 148(f)(4)(C)(iv)) 

of qualified educational facilities (as 

defined in section 148(f)(4)(D)(vii))," 

(b) Ei-̂ rii:('Ti\-K DATE,—The amendments made by 

this section shall apply to bonds issued after December 

31, 1997. 
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^ Qualified Educational F a c i l i t i e e Bonds 
Amendment #4: ^reat^nt of Qû ^̂ ^̂ ^̂ ^ 

TBEAmENT OF QUALIFIED EDUCAxkONAL FA-

CnjTY BONDS AS EXEMPT PAdLTIY BONDS-

(a) TREATMENT AS EXEMPT FACILITY BOND.-Sub-

section (a) of section 142 (relating to e^mpt faciUty 

bond) is amended by striking "or" at the end of paragraph 

(11), by striking the period at the end of paragraph (12) 

and inserting or", and by adding at the end the foUow-

ing: 

"(13) quahfied educational facilities.'' 

(b) Ql-.U.irIED EDUCATIONAL FACILmES. -SeCt ion 

142 io amended by adding at the end the following: 

" (k) Ql-,U,IFIBD EDUCATIOKAL PACIunES.-

"(1) IN- oENEEAL.-Por purposes of snteeotion 

(a)(13), the term 'qualified educational facility-

means any faciUty which is a public elementanr 

school, a pubUc seconda.7 school, a public institubon 

of higher education that awards an associate's de­

gree, or a pubUc postsecondary vocational institution 

Ĉ vithin the meanings of those terms under the Ele­

mental- and Secondary Education A.t of 1965 and 

the Higher Education Act of 1965). 

"(2) A.N-Nf.U. AOOBEGATE FACE AMOWT OF 

TAX'E532MI'T FINANCING.— ' 
"(A) IN GENERAL.-An issue shaU not be 
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treated as an issue described 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 

pre\iously so issued during the calendar year) 

exceeds an amount equal to $10 multiphed by 

the State population. 

'*(B) ALLOCATION,—The State shall allo­

cate the amount described in subparagraph (A) 

under rales similar to the rules of section 146." 

(c) EXEMPTION FROM GENERAL STATE VOLUME 

C.u>s,—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 strilting "and environmental enhance-̂  

ments of hydroelectric generating facihties" and ui-

serting "enrironmental enhancements of hydro­

electric generating facihties, and qualified edu­

cational facilities". 

(d) ErFECTm: DATE.—The amendments made by 

this section shall apply to bonds issued after December 

31, 1997. 
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Amendment #5= Accelerated ^ 'P^-^^^^^^.J^H Tax-Exempt 
Financed Educational F a c i l i t i e s 

ACCELERATED DEPRECIATION POR TAXPEXEMPT 

BOND FINANCED EDUCATIONAL FACILmES. 

(a) I N GENERAL.—Section 168(g)(5) (relating to 

tax-exempt bond financed property) is amended by adding 

at the end the following new subparagraph: 

"(D) QUALIFIED EDUCATIONAL FACILI-

XIE.S,—The term 'tax-exempt bond financed 

property* shall not melude 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 81,1997. 

Bond 
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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 the President's agenda. The Senate Republicans have come a long way since the days 

when they wanted to eliminate the U.S. Department ofEducation. I appreciate 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 Congress last year 

### 
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February 25, 1998 
(Senate) 

S. 1133 - Parent and Student Savings Account PLUS Act 
(Coverdell (R) Georgia and 43 cosponsors) 

If S. 1133 were presented lo the President, the Secretaries ofEducation and the Trejusury would 
recommend that he veto the bill because it is bad education policy and bad tax policy. 

Every American child deserves a high-quality elementary and secondary education. Targeting 
limited I'cderal resources to build stronger public schools will help ensure tliat 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 disproportionately benefit the most affluent families and provide little benefit to 
lower- and middle-income families. Families in the highest income bracket that saved the 
maximum amount permitted by S. 1133 would receive more than twice the benefit of families in 
the lowest tax bracket that saved the same amount. Moreover, given the expansion of tax-
preferred savings vehicles in the Taxpayer 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 
already doing. 

S. 1133 would also create significant compliance problems for families. The bill permits tax-free 
withdrawals from Education IRAs for supplementary expenses required for a child's enrollment 
in a public, private, or religious school but provides no guidance concerning what a taxpayer can 
legitimately claim. 

i» ^ ^ 4i 4> i» « 
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Support 

B.O.O.K.8. fo r America! 

U.S. SENATOR PAUL COVERDELL (R-GA) 
The Better Opportunit ies for 

Our Kids and 6choo\e Act 
Nn Oo PD On Rr SsTt Uu VuWw Kir Yy Z7 

GOP EDUCATION MEDIA HOTLINE: Phone 202-224-8049 FAX 202-228-3196 

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

Title I : A+ Agg"""ts 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 vidthin 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 IL Dollars to the Classroom 

Redirects federal K-12 education dollars away from Washington and toward states and local school 
districts where these fiinds can better and more efficiently serve children. States would receive fimds 
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 IIL Kducational Opportunity and Safety for Low-Income Children 

Authorizes a 5-year demonstration program, funded at S75 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-incomc parents whose children attend an 
"unsafe school." The vouchers could be used at any other school, including public, charter, private, 
and sectarian schools. "Low-income" is defmed 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. T«.̂ finy and Merit Pav for Teachers 

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

Title V. Reading Excellence 

This title seeks to tum around our nation's alanningly high illiteracy rates by focusing 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 fimds 
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, Tî acher and Student Safety 

This title is designed to protect schoolchildren and teachers from harm by ensuring that victims and 
wimesses 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. 

«̂ ijhtitle 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 criminad offense at his or her school to attend 
another school, whether public, private or sectarian. 

Subtitle B. Victim and Witness Assistance Programs for Teachers and Students 
Amends the Victims of Crime Act to allow fluids to be used to provide compensation and 
services to elementary and secondaiy 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 hoUines for confidential reporting of crimes 
and drugs use in schools. 
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<;n̂ itle C Innovative Programs to Protect Teachers and Students 
Establishes a gtant program for innovative programs to improve unsafe schools. States, or 
state or local education agencies that have implemented policies which provide protections 
for victims and witaesses to a school crime; which provide for the e:q)ulsion of students v/ho 
sell drugs or commit a violent offense that causes serious bodily injury (as defined by the 
state); and which require lefeiial to law enforcemenî uvenile authorities of any such offense 
shall be ehgible to receive such fimds. 

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; 

4 
Title VIL Charter School Expansion 

This titie encourages the growth of high-quality charter schools (independent Euhlic 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 fimds from the Titie VI 
block grant program for startup costs. 

Title VIII. Full Funding of Part B.. Individuals with DisabUities Education Act ffPEA^ 

This titie provides an authorization level of an additional $9.3 billion over 6 years to keep the 
commitment toward fully fimding IDEA, 
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2 p.m. Tuesday, January 20,1998 (202) 224-8049 

GOP SENATE LEADERSHIP 
UNVEILS EDUCATION PLAN 
—"B.O.O.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.O.O.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.O.O.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. 

# # # 
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c//^^ 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: 

" I 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 tiie 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 concerns 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 witii the House Republican Agenda for tiie American 
Learner unveiled last September, make clear tiiis Congress' dedication to preparing our 
children for success in the 21" cenmry. We are detennined to make children's leaming 
once again tiie highest priority in educalion policy." 

- 30 " 
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U.S. Senator for Kentucky 

JVIITCH JVTcCONNELL 
For Immediate Release 
January 20, 1998 
98-3 

McCONNELL PUSHES 1998 EDUCATION PIJVN 

" McConnell says every school needs "B.O.O.KS." -

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 
A a (BOOKS), which puts more money in the classroom, was unveiled today on Capitol 

The BOOKS Act responds to the primary concerns bf parents and local school 
systems- more money for classrooms, greater flexibility for productive reforms, and school 

^^ L S ^ f ''"'̂ ^"'̂ ^ ^ * 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 lo protect students and teachers. 

"Quality education is a priority for every American, however parents today have 
serious doubts about the federal government's commitment to our children's future," said 
McConnell The BOOKS Act provides parents and educators with the resources and 
flexibility they need to make our nation's schools safe and successful." 

-30-
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R E P U B L I C A N G O V E R N O R S A S S O C I A T I O N 

For Immediate Release: Contact: Kirsten Fedewa 
January 20. 1998 Tel: 202/863-8587 

COP GOVERNORS AND CONGRESSIONAL LEADERS PLACE EDDCATinN 
REFORM AT TOP OF 9̂8 AGENDA 

WASHINGTON, D.C. - Republican Governors Association (RGA) 
Chairman David M. Bcasley (SC) today ivarmiy praised the efforts of U.S. Senator 
Paul Coverdell (R-GA) and the Senate Republican leadership for introducing 
innovative education legislation thi.-? week to improve the nation's schools. 

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

"Senator Covcrdeil's "Better Opportunities for Our 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 learning for students "in 
the classroom." said Bcasley. 

• Improving education performance - by supporting parents and teachers - is a 
jomi goal of Republican govcmors and our friends in Congress. Senator Coverdell's 
proposal will help ensure lhat young Americans are ready "to compete in the global 
economy of the 21" century." said Governor Terry E. Bransiad (I A), immediate past 
chairman of the RGA. 

The legislation includes the following provisions: 
• Creates ••A+ accounts" that allow parents, erandparents or scholarship 

sponsors to contribute posi-ia.\ dollars to be used for a child's education; 
• Provides students who are currenily condemned by economic circumstances 

to attend unsafe schools with an opponuniiy to attend schools where the 
emphasis is on learning, not survival: 

• Focuses on iraininu teachers lo teach reading, increasing parental involvement 
and sending more dollars to the classroom: 

• Protects schoolchildren and teachers from harm by ensuring thai victims and 
wimesses of crimes at school are protected, and to encourage states and local 
communities to provide stronger responses to criminal and druti activities on 
scliool property. 

vMORE-
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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. 
Dunng the meeting. Republican governors joined with Republican leaders in Congress 
m announcing tiie creation of a joint task force to continue to pursue further education 
reforms. Details of the task force will be released after Congress reconvenes later tiiis 
month. 

"We applaud the efforts of Republicans in Congress to begin to give GOP 
governors the flexibility to do with federal education funding exactly what they did with 
welfare three years ago." said fomier RGA Chainnan John Engler (Ml). 

"1 am particulariy 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 lhan the federal government. I also am pleased with the parental 
mvolvement mcluded 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, lo class-size reductions to distance 
leaming. GOP governors are about real education reform," said Governor Tommv G 
Thompson (WI), who headed an RGA task force on education in 1997. 

"When it comes to education. Republican governors believe parents - not 
govemment - 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 
knovv whai we've proven to be true at home: meaningful education reform occurs at the 
state, local and parental level." said Beaslcy. 

UUttU 
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America Online: keyword "ACLU" 

WASHINGTON NATIONAL OFFICE 

ELEASE NEWS RELEASE NEWS RELEASE NEWS RELEAS 

Republican Leadership Masquerades as Booster of 
Beleaguered Public Schools 

FOR IMMEDIATE RELEASE 
Tuesday, January 20, 1998 

Contact: Jennifer Helbum 
(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 consistentiy attacked quality public education for all children. 
Unfortunately, it appears that through tiiis platform, the GOP leadership is yet again 
pushing measures that will take taxpayers' money from public school children to benefit 
religious and private schools," said Schroeder. 

The A C L U 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 ta.x 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. 



FI LE: 

ROUTING SLIP 
DATE: _y2J_LJ^^ 

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

FROM: 

REQUEST: 

PURPOSE: 

BACKGROUND: 

Regret 

DATE: September 19, 1997 
/ 

7b 

Stephanie Streett 
Deputy Assistant to the President and 
Director of Scheduling 

John Hilley ^ V ^ ^ ^ ^ " ^ ^ ' ^ 
Senior Advisor tolthe President and 
Director for Legislative Affairs 

To meet with Senators Coverdell, Lieberman, Torricelli, and Coats, 
and Speaker Newt Gingrich. 

To discuss Senator Coverdell's school voucher proposal. 

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: 

DURATION: 

LOCATION: 

PARTICIPANTS: 

VP ATTENDANCE: 

OUTLINE OF EVENTS: 

The week of September 29, 1997. 

Briefing: 15 minutes 
Meeting: 30 minutes 

The Oval Office 

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 

TBD 

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). 
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September 4, 1997 

I he Honorable William J. Clinton 
The White House 

_ 16()0 Pennsyivanî jVyjinue 
Washington, D.C. 20500 " 

Dear Mr. President: 

As you may recall, on July 29, 1997, you and I discussed Senator Coverdell's plan to 
extend the education savings account concept tiiat you endorsed to children in grades K-12. 
which was a provision included in tiic Taxpayer Relief Act of 1997. You demanded tiiat Ve 
remove tiiis provision from tiic bill or face a veto of tiic balanced budget agreement. At your 
request we did remove the education savings account provision in the interest of providing tax 
relief to all Americans. 

In exchange for tiic removal of tiiis provision you personally committed tiiat you would 
meet during September with Senator Coverdell, Senator Lieberman, parcnta and students who 
want to have die personal power to leave Lneftective and dangerous schools. You have not yet 
extended the invitation for this meeting and f urn hopeful you will do so in the next week or two. 

As I am sure you will agree, it is immoral to trap children in schools where tiiey cannot 
Icam. 1 strongly believe tiiat parents should not be forced by government to send their children 
to schools that arc failing. Learning occurs best when local parents, teachers and schools 
collaborate to create learning environments tiiat maximize each individual child's ability. Let's 
give families the power and flexibility tiicy need to provide tiic best possible educational 
opportunities to tiieir children. I look forward to hearing from you on tiiis important matter. 

mgrich 


