
IN THE SUPERIOR COURT FOR THE STATE OF ALASKA
FIRST JUDICIAL DISTRICT AT KETCHIKAN

KETCHIKAN GATEWAY BOROUGILan Alaska municipal corporation andpolitical subdivision; AGNES MORAN,an Individual, on her own behalf and onbehalf of her minor son; JOHN COSSI aminor; JOHN HARRINGTON, an
Individual; and DAVID SPOKELY, an SUI%O{ONSIndividual;

No. 1KE44.j4ç. CivilPlaintifl,

vs.

STATE OF ALASKA; MICHAEL
HAI’JLEY, COMMISSIONER OF
ALASKA DEPARTMENT OF
EDUCATION AND EARLY

(5) DEVELOPMENT, in his official capacity;

Defendants.

TO DEFENDANT: State of Alaska
Michael C. Geraghty
Attorney General
P.O. Box 110300
Juneau, Alaska 99811.0300

YOU ARE HEREBY SUMMONED and iequircd to file with the court an answer to
the complaint which accompanies this summons. Your answer must be filed with the court at
415 Main Street, Ketchikan, Alaska 999011i twenty (20) days after the day you receive
this summons. In addition, a copy of your answer must be sent to Plaintiff’s attorney. K&L
GATES LW, Attorneys at Law, whose address is 420 L Street, Suite 400, Anchorage, Alaska
99503. If you fail to do so. Judgment by default will be taken against you for the relief0
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() demanded in the complaint.

If you are not represented by an attorney, you must inform the court and all other parties

in this case, in writing, of your current mailing address and any future changes to your mailing
address and Lelephone number. You may use court fbnn Notice of Change of Address/
Telephone number (TF-955), available at the clerk’s office or on the court system’s website at
wwwjjtate.ak.usfcpupjjformsjgm. to inform the court.

-OR

If you have an attorney, the attorney must comply with Alaska Ii. Civ. P. 5(l)

NOTICE OF JUDICIAL ASSIUNNENTTOtPlaintiff and Defendant
You Brhereby given notice that this case has been assigned to Judge &a (‘éiThtpFS.;

ksit) ; CLERK OF COURT

Q Date DepJty Clerk

Clerk of Trial Court

* The state or a state officer or agency named as a defendant has 40 days to file ks answer. Ifyou have been served with this summons outside the United States, you also have 40 days tofile your answer.
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

FIRST JUDICIAL DISTRICT AT KETCHIKAN

KETCHIKAN GATEWAY BOROUGH,an Alaska municipal corporation and
political subdivision; AGNES MORAN,
an Individual, on her own behalf and on
behalf other minor son; JOHN COSS, aminor; JOHN BARRINGTON, an
individual; and DAVID SPOKELY, an SUMMONSIndividual;

No. IKE.14-jJg. CivilPlaintiffs,

vs.

STATE OF ALASKA; MICHAEL
HANLEY, COMMISSIONER OF
ALASKA DEPARTMENT OF
EDUCATION AND EARLY
DEVELOPMENT, in his official capacity;

Defendants.

TO DEFENDANT: State of Alaska
Michael [lanky
CommissIoner of Alaska Dept. Of Education andEarly Development
801 West 10th Street, Suite 200
Juneau, Alaska 99811

YOU ARE HEREBY SUMMONED and required to file with the court an answer to
the complaint which accompanies this summons. Your answer must be tiled with the court at
415 Main Street, Ketchikan, Alaska 99901, within twenty (20)’ days after the day you rcceive
this summons, in addition, a copy of your answer must be sent to Plaintiff’s attorney, K&L
GATES LIP, Attorneys at Law, whosc address is 420 L Street, Suite 400, Anchorage, Alaska0
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C) 9950). If you fail to do so, judgment by default will be taken against you for the relief
demanded in the complaint.

lfyou are not represented by an attorney, you must inform the court and all other panics
in this case, in writing, of your current mailing address and any future changes to your mailing
address and telephone number. You may use court form Notice of Change of Address)
Telephone number (TF-955). available at the clerk’s office or on the court system’s websile at
www.stpjc,ak.us/ypuns!ftwms,lnm. to inform the court.

-OR..

If you have an attorney, the attorney must comply with Alaska Ii. Civ. P.5(l).
NOTICE OF JUDICIAL ASSIGNMENTTo: Plaintiff and Defendant

You are hereby given notice that this case has been assigned to Judge (ir

Q (SEAL) ‘ CLERK OF COURT
I_1t1,i(y

____

Dale
,.) DeputjUtrk

Clerk of Trial Court

a The state or a state officer or agency named as a defendant has 40 days to file its answer. Ifyou have been served with this summons outside the United States, you also have 40 days to flleyour answer.
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IN THE SUPERiOR COURT FOR THE STATE OF AlASKA
FIRST JUDICIAL DISTRICT AT ICETCHIKAN, ALASKA

KETCHIKAN GATEWAY BOROUGH, anAlaska irninicipal corporation and politicalsubdivision; AGNES MORAN, an individuaJ,on her own behaitand on behalf ofher minor
—.son; JOHN COSS1aminor, JOHN Case No. I ILL- I’4BARRINGTON, an individual; and DAViDSPOKEN, an individual;

Plaintiffs,

Defendants.

IlLWuvWu.

Cb*&UIeTrs,. -

COMPLAINT
Plaintiffs ICetchikan Gateway Borough, Agnes Moran, John Coss, john

Hai-rington, and David Spokely, by and through their counsel of rccord, submit the
following as their complaint.

Parties, Jurisdiction, and Venue

1. Ketchikan Gateway Borough (“the Borough”) is a second-class borough,
general-law municipality established under Article X, Section 3 of the Alaska
Constitution, Chapter 52 SLA 1963 (1963 Mandatory Borough Act), and former
AS 07.10.0 10; exists under AS 29.04.030(b); and Is provided with the capacity to sue
under AS 29.35.010(14).
COMPLAINT
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THIS MATTER IS
FORMAaYA$$IGNED TOWILLiAM B. CAREYSUPERIOR COURT JUDGE

V.

STATE OF ALASKA; MICHAEL HANLEY.COMMiSSIONER OF ALASKA
DEPARTMENT OF EDUCATION ANDEARLY DEVELOPMENT, in his officialcapacity;
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2. Plaintiff Agnes Moran is an individual residing within the boundaries of the

Borough. Ms. Moran pays property and sales taxes to thc Borough. Ms. Moran is also
an elected official of the Borougt As a public servant, taxpayer, and mother of a child
attending school operated by the Ketchikan Borough School District (“KGB School

District”), Ms. Moran possesses a sincere !nterest in ensuring that schools operated by the
KGB School District receive adequate funding in a manner consistent with the Alaska
Constitution. Ms. Moran is the natural mother of Plaintiff John Coss, a minor.

3. Mr. Coss is an individual residing within the boundaries of the Borough. Mr.
Coss is an eighth grade student at Schoenbar Middle School, a public school within the

Borough operated by the KGB School District. Pursuant to Alaska R.Civ.P. Il, this suit
is brought on Mr. Coss’s behalf by his mother and next friend, Plaintiff Agnes Moran.(C) Mr. Coss is likely to continue to attend public schools within the KGB School District for
the nect four school years. Mr. Con possesses a sincere interest in ensuring chat schools

operated by the KGB School District receive adequate funding in a manner consistent
with the Alaska Constitution. Mr. Coss is threatened with reduced educational
opportunities because of the State’s cunenl undertlinding of education within the
Borough.

4. PlaintitT John Barrington is an individual residing within the boundaries ofa
the Borough. Mr. Haningion pays properly and sales taxes to the Borough.
Mr. I-larrington possesses a sincere interest in ensuring that schools operated by the KGB
School District receive adequate funding in a manner consistent with the Alaska
Constitution.
COMPLAINT
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5. Plaintiff David Spokely is an individual residing within the boundaries of

the Borough. Mr. Spokely pays property and sates taxe5 to the Borough. Mr. Spokely
possesses a sincere interest in ensuring that schools operated by the KGB School District
receive adequate funding in a manner consistent with the Alaska Constitution.

6. Defendant State of Alaska (“Suit&’) has enacted and enforccd the
unconstitutional statutoty scheme that is the subject of this complaint. Defendant
Michael Hanley is the Commissioner of the Department of Education and Early
Development (“DEED”), the State agency responsible for enforcing the unconstitutional
statuioiy scheme that is the subject of this complaint. The State and Commissioner
Hanley are collectively referred to as ‘flefcndants,”

7. This court has jurisdiction ova this action pursuant to AS 22.10.020.C) 8. Venue lies in this court pursuant to Alaska R.Civ. P.3 because the First
Judicial District is whore the claims arose and isa judicial district where the Defendants
may be personally served.

FACTS
9. Article VII, Section 1 of the Alaska Constitution provides that the State

shall “establish and maintain a system of public schools.”
10. The basic unit of school administration in Alaska is the school district,

State funding for operation of school districts depends on whether the schools within the
school district are located within an organized borough, a home-rule or first-class city
that is outside an organir.ed borough, or a regional educational attendance area
(“REAA9. The REAAs arc educational service areas established under AS 14,08.031(a)COMPLAINT
Kwwkmun Qale3rcy &rough. qa w Stale qfAIusAa Case No.()
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for the sole purpose of administering schools within an area of the unorganized borough.

IT. Alaska currently has flfty-thtvc school districts. Each of Alaska’s nineteen
organized boroughs constitutes a borough school district (‘Borough District”). Each of
Alaska’s (illeen homemk and first-class cities within the unorganized borough
constitutes a city school district (“City District’). Borough and City Districts are referred
to collectively herein as “Municipal Districts.” The remaining nineteen school districts
are within the portion of the unorganized borough exclusive of City Districts. These
school districts arc divided into State-created REAM.

12. The State has used various methods over the years to fistfUl its
responsibilities and obligations provided for in Article VII, Section 1 of the Alaska
Constitution. The current State program for providing operating funds for education usesCE) a spedilied education fund which consists of those funds appropriated by the Alaska State
Legislature (“Legislature”) for distribution to school districts, the State boarding school,
centralized correspondence study, and pupil transportation. AS 14.17.300.

13. Each school district is eligible for “State aid” under AS 14.17.410 (“State
Aid”) in an amount determined by a formula, but lithe appropriations in a given year are
insufficient to pay the amounts authorlzcd, then the amount provided by the State to each
district, for centralized coiwspondcnce study, and the State boarding school, is reduced
onapro-ratabasis. AS 14.17400.

14. Whether a Municipal District or an REAA, each school district is enlitled to
be funded adequateJy according to its “Basic Need.” According to .4lcuka ‘s Public
School Funding Formula: A Report to the Alaska Slate Legislature, DEED, p. 8, JanuaryCOMPLAIN I
kaichikan Gascway Bdrough. w at v. ifa;c of.4Iaska Caie No.()
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Ii, 2001, Basic Need is the level of educational funding at which “all diSLriCLS arc
considered equal” and that “provides all districts with needed resources.” In accordance
with AS 14.17.410, Basic Need is determined using a weighting formula which takes into
account the relative costs of providing services in various school districts, the number or
students with special needs, enrollment in each school and associated economies orseale,
the costs of vocational and technical instruction, and the number of correspondence
students. The formula multiplies some of these adjustment factors by the number of
students in average daily atLendance during a student count period and adds weighted
amounts to arrive at an adjusted average daily membership. This number is then
multiplied by the base student allocation in AS 14.17.470 to anlvc at Basic Need.

IS. The three sources of rundffig that fulfill Basic Need arc “state aid, aC) required local contribution, and eligible federal impact aid.” AS 14.17.410(b). However.
the State requires different combinations of this funding depending on whether the
district is a Municipal District, on the one hand1 or an RLAA, on the other hand.

16. State Aid is provided from the funds appropriatcd to the Public Education
Fund (AS 14.17.300) by the Legislature. These runds are subject to veto by the Governor
of the State of Alaska (“Governor”) in accordance with Article It, Section Ii of die
Alaska Constitution, If the balance in the Public Education Fund is insufficient to make
the full paymcnts of State Aid, then the DEED is required to reduce each district’s Basic.4
Need on a pro rata basis.

I?. Municipal Districts must be funded with a “required local contribution”
(itLC’) provided by their respective municipalities in accordance with AS 14.17.410(6)COMPLAINT
KeichLtw. Gntaq.oy th’‘a ugh. cia? i’. State of .llasLi.. Cast No.(:D
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and AS 14.11020(c). Not only are municipalities required to provide Rl..C payments to
their districts -- the penalty for a Municipal District not doing so is that the State will not
provide any State Aid to Lhc Municipal District, AS 14.17.410(d). and the Municipal
District will be disqualified ftom receiving supplemental thnding under AS 14.17.490.
Municipalities, theretbre. arc coerced to pay the RLC.

18. The PLC payments, which offset the amount of State Aid provided from
the Public Education Fund to disLricts. are not appropriated by the Legislature to the
Public EducaLion Fund or for any other State expenditure. Conespondingly, the
Governor is not given the opponunity to veto appropriations of RLC payments by the
I .cgislaturc.

19. The PLC is 2.65 mitts of the full and true value of the taxable real and
personal property in the Municipal District in the second prior fiscal year (as of two
preceding fiscal years ago). Taxable real and personal property in the “district” means
taxable real and personal property within the City or Borough, because the City or
Borough constitutes the districL. The RLC is capped at 45% of a Municipal District’s
Basic Need in the preceding fiscal year. AS )4.17.410(b)(2).

20. Based upon the October 2013 student count period as reported by the KGB
School District to DEED, expected FY 2014 Basic Nccd for the KGB School District isC

$25,947,546. The Alaska Department of Labor and Woritforce Development reported the
population estimatc of the Borough at 13,938 as of July 2012 (the most recent data
available). This represents a Basic Nccd amount of approximately 51.862 per person
rcsiding in the Borough.
COMPLAINT
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2l.Thc Borough’s FY 2014 RLC is 54.198,727. This is based upon a property tax

equivalent to 2.65 mills on the full and true value of $1,584,425,200 (January I, 2012
value) as detennined by the Alaska Department of Commerce, Community, and
Economic Development (DCCED). Because of certain optional property tax eXefllptiOfl5,
the actual taxable value in the Borough in FY 2014 is $I,3 14,675,800. Therefore, the
RI.C equates to an actual miii levy of 3.19 on the FY 2014 taxable property within the
Borough.

22.The per student amount for the Borough RLC payment in FY 20)4 is
approximately 51,900. This number equals the FY 2014 RLC divided by the actual
number of students In average daily membership rcflectcd in (he October 2013 student
count period as reported by the KGB School District to DEED.

23.ln FY 2014, the Borough and its residents provided $4,198,727 in these
compulsory payments, and an additional $3,851,273 in optional local contributions and
in-kind cuntributiQns allowed by AS 14,17.410(c). for a total property tax mill equivalent
or6.J2 mills based on the FY 2014 assessed value in community resources allocated to
operation of KGB School District schools.

24.The Borough raised revenues to men these and other aj-cawidc Borough
expenditures for FY 2014 through an areawide property tax levy of S mills and an

5 areawide sales tax levy of 2.5%. There are additional taxes levied and ices charged for
Borough service area and nonareawide functions, and additional sales and property taxes
are levied by cities within the Borough for city services. These taxes are paid to the
Borough by the taxpayer Plaintiffs Agnes Moran, John Flarringion, and David SpokelyCOMPLAINT
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C)
(“Taxpayer Plaintiffs”),

25. As a result of the RLC. the KGB Borough School District has been

substantially underfunded by the State, with the Borough and Taxpayer Plaintiffs being
forced to make up the difference. The KGB School District receives less than 84 cents of
every dollar from the State needed to adequately fund Basic Necd. The shortfall in this
funding depletes the resources of the borough and the Taxpayer Plaintiffs. The RI.C
consumes just under two-thirds of the Borough’s areawlde property tax levy, and the
remaindcr of the levy (as well as additiQnal sales tax revenue) is devoted to other

education-related operations funding by the l3orough.

26. •fho MS component of the State’s education funding scheme is an

unfunded State mandate imposed on the Borough and the Taxpayer Plaintiffs. It is aC) mandatory State tax or other State revenue source, or a dedicated fund, that is dedicattd

to a special purpose and is not subject to appropriation by the Legislature or veto by the
Governor.

27. On October 9, 2013. the Borough paid 54,198,727 to the KGB School
L)istricc to satisfy the FY 2014 RIAC. The Borough notified Defendant Hanlcy that the
54,198,721 payment “was made under protest becausc it is unconstitutional and
illegal.

28. The Borough made this payment under duress and compulsion because•1
without the payment, the KGB School District would receive no State Aid in FY 201414 Without State Aid, the KGB School District would be unable to operate, and students
within the Borough and the KGB School District (including PlaintIff Coss) would beCOMPLAINT
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C
deprived of educational Opportunities.

29. The Borough is restricted by AS 29.45090 with respect to a maximum mill

rate 0130 mills for property taxes other than those required to pay bonds, and a limit of

total property tax revenues ofSl.500 per person residing in the Borough. The anticipated

rv 2014 Basic Need of $25,947,546 is approximately $1,862 per person residing in the

Borough. [bus, the Borough would be precluded from taxing its residents to make up for

lost State Aid if all State Aid were withheld. The maximum that the Borough could levy

is 520,907.000 (13,938 x $1 .500) which is only 80.6% of the FY 2014 prnjected Basic

Need for the KGB School District.

30. The Borough notified Defendant Hanley that it intended to take Legal action

to invalidate the RLC and seek repayment from the Stale of the entire 54.1 98,727 that it

paid under protest.

31. ShouLd the RLC continue to be enforced against the Borough, the Borough

will continue to suffer devastating fiscal harm. In addition to the millions of dollars that

the Borough has paid in RLCs prior to FY 2014 and the recent $4,198,727 paid under

protest for FY 2014, the Borough will be coerced into paying millions of dollars per year

in the fUture in unconstitutional and illegal RLC payments.

COUNT I: DECLARATORY JUDGMENT AS TO ARTICLE IX, SECTION? OFALASKA CONSTITUTION (AS 22.10.020(g))

32. Plaintiffs reincorporate herein by reference the allegations set forth above
an paragraph I through 31.

33. Article IX. Section 7 ofthc Alaska Constitution provides that “[tjhe

CO4IPLA INT
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proceeds of any state tax or license shall not be dedicated ta any special purpose, except

as provided in section 15 of this article or when required by the federal government for

state participation in federal programs. This provision shall not prohibit the continuance

of any dedication for special purposes existing upon the date of ratification of this section

by the people of Alaska.” This anti•dcdication clause prohibits any and all dedications

beyond those mentioned in the text ol’the provision.

34. The RLC isa legislatively mandated payment required to be made directly

to a dedicated payee (the Muncipal Districts) on an annual basis. It therefore consCiluteS

a dedicated tax or other source of State revenue, or a dedicated fund, in violation of

Article IX, Section 7 of the Alaska Constitution.

35. Plaintiffs request a declaratory judgment that the RLC component of the

education funding statutory scheme is a dedicaw4 lax or revenue, or a dedicated fund, in

violation of Article IX, Section 7 of the Alaska Constitution, and is therefore

unconstitutional. Further. Plainti Ifs request a permanent injunction barring future

enforcement of the unconstitutional RLC statutory scheme.

COUNT II: DECLARATORY JUDGMENT AS TO ARTICLE IX, SECTION 13OF ALASKA CONSTITUTION AND ARTICLE II, SECTION 15 OF ALASKA
CONSTITUTION (AS 22.10.020(g))

36. Plaintiffs reincorporatc herein by reference the allegations set forth above
in paragraphs I -35,

37. Article IX, Section 13 of the Alaska ConsliLution provides: No money

4ç shall be withdrawn from the treasury except in accordance with appropriations made by

law. No obligation for the payment of money shall be Incurred exccpt as authorized byCOMPLAINT
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law. linobliga;cd appropriations outstanding at the end of the period of time specified by
law shall he void.”

38. Article II, Section 15 of the Alaska Constitution provides that the Governor
Thiay. by veto, strike or reduce items in appropriation bills.”

39. Under State law, RLC payments must be provided directly to Municipal
Districts instead of’ being paid into the State treasury for possible appropriation by the
Legislature to 5chool districts, or l’or some other purpose to be determined by the
Legislature. Instead, the RLC circumvents the Legislature’s authority to appropriate the
funds by compelling a direct transfer from the Borough or City to the respective Borough
or City District. The RLC therefore violates the appropriations power or the Legislature
provided for in Articlc IX, section 13 of the Alaska Constitution.

40. Similarly, the Governor has no opportunity to excreise his item veto power.
The RLC therefore violates Article H, section 15 of the Alaska Constitution.

41. PlaintifTh request a declntoty judgment that the R.LC component of the
education funding statutory scheme violates the appropriations power of the Legislature
provided for in Article ix, Section 13 of the Alaska Constitution and/or the Govcmor1s
veto power provided for in Article II. Section IS of the Alaska Constitution. Further,
P)ainiiffs request a permanent injunction barring future enforcement of the
unconstitutional RLC statutory scheme.

COUNT Ill: ASSUMPSIT
42. Plaintiffs reincorporate herein by reference the allegations set forth above

in paragraphs! -41.

rOMPLAINT
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43. Pie Borough remitted the Fl 20)4 R1.C to the KGB School Di5trict. as

rcquired by AS 14.17.410(b). This payment was required in order to compensate for the

State’s failure to fully meet the Basic Need olihe KGB School District. The RLC is
unlawful, as it constitutes an unconstitudonal dedicated tax or other revenue source, or

dedicated fund. and circumvents the Legislatures power to appropriate funds and the

Governor’s right to exercise an item veto over any appropriation.

44. The Borough made this payment under duress, namely the threat of all

State Aid for the KGB School District being withbeli The Borough made this payment
under express protest.

45. The State has been unjustly enriched by the RI.C bccause it relieved the

State of the obligation to fully fund the KGB School District’s Basic Need,

46. The State should be required to pay hack the 541 98.727 PLC for Fl 2014.

and any subsequent RLCs, in assumpsii.

COUNT IV: RESTITUTION

47. Plaintiffs reincoTporate herein by reference the allegations set forth above
in paragraphs I -46.

48. The RLC is a form of imposition or assessment (hereafter asse5smcnt”)
required by the State under the color of public authority.

* ! 1 he RLC is an illegally collected assessment, as it Constitutes un
unconstitutional dedicated tax or other source of revenue, or dedicated fund, and
circumvents the I.egislature’s power to appropriate funds and the Governor’s right to
exercise an item veto over any appropriation.
COMPLAINT
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50. the State was unjustly enriched as a result of the RLC because it relieved

the State of the obligation to fund the KGB School District’s Basic Need.
51. The State should be required to pay back the $4.198,fl7 RL.C for FY 2014.

and any subsequent R.LCs, in restitution.

PRAYER FOR RELiEF
Wherefore, Plaintiffs pray for the following rcliefl

I. For a declaratory judgment that the RISC component of the State education
funding statutory scheme is a dedicated tas or other revenue, or a dedicated fund- in
violation of Article IX, Section 7 of the Alaska Constitution;

2. For a declaratory judgment that the MS component of the State education
funding statutory scheme violates the requirement of a legislative appropriation under() Article IX, Section 13 of the Alaska Constitutiom

3. For a declaratory judgment that the R1.C component of the State education
funding statutory schemc violates die requirement that the Governor have the opportunity
to exercise an item veto under Article II. Section 5 of the Alaska Constitution;

4. For a permanent injunction (a) prohibiting Defendants from requiring the
Borough to pay the RISC in accordance with AS 14.12.020 and AS 14.17.410(b); (b)
prohibiting Defendants from denying State Aid in accordance with AS 14.17.410 and
State supplemenzai aid in accordancc with AS 141 7A90(c) to the KGB School District as
a result of enjoining the State from requiring the Borough to pay the RLC; and (c)cb

requiring Defendants to fund the Basic Need of the KGB School District notwithstanding
16 C5

the absence of an RLC;

COMPI.AINT
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5. For an nrder requiring the State to pay back the FY 2014 RLC of

S4,198,127, and any subsequent RLCs paid by the Borough:

6. For Plaintirf& run aLtomcyf ie and costs; and

7. For such other. further, and different relief as the court deems just and
proper.

Dated this , day of_)61flkP’f20l4.

KETCHIKAN GATEWAY BOROUGH

coLt A. Br dt-Erichsen
Ketchikan Gateway Borough AttorneyAlaska Bar No.8811175

K&L G*ms H.P

o

_
_
_

Alaska Bar No. 910602K

Jennifer M. CoughIin
Alaska Bar No, 9306015

Attorneys for all Plaintiffs

-

COMPI.AINI
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Please reflect on the 2012 legislative session when, literally in a matter of hours, the 50% RuleC limiting the annual increase in the required local contribution was repealed. Bob Hicks referredto that legislative act as “an intergenerational betrayal Lthat] imposes on the children inKetchikan an increase in the unfunded mandate when they become the municipal voters andtaxpayers.”

The Alaska Legislature coWd, in a matters of hours, re-impose the pre-FY 2001 required localcontribution rate of 4 mIlls for municipal governments that operate schools. Based on FY 2014figures, that change alone would raise an additional $104,425,324 in school funding withoutincreasing the State’s costs one penny. The additional $104,425,324, taken from the 34municipalities that operate school districts would, of course, be shared proportionately among all53 school districts in Alaska, including the 19 that provide no local funding.

Alternatively, such an increase in the required local contribution would allow the State to cut itscosts by $104 million annually without cutting school funding.

Going from 2.65 mills to 4 mills would increase the required local contribution of municipalgovernments by 51%. A return to 4-mills and the repeal of the 50% Rule would mean that rateswould climb ever higher each yet. As noted previously in the case of the KGB, going from a2.65 mill required contribution for the KGB in P12014 to a 4-mill required contribution In Fl2015 would increase the required local contribution of the KGB from $4.2 million to $6.7million, an Increase of almost 60%.

Q I believe it is reasonable to assume an increase in the required local contribution woWd mean thatmunicipal school districts would receive signifIcantly less supplemental funding as allowed byAS 14.17.410(c). For example, presently, the KGBSD receives $4.2 million in payments fromthe KGB to backfill State underfiinding of Basic Need, and $3.8 million from the KGB infunding to supplement Basic Need. If the State boosted the required local contribution of theKGB to $6.7 million, the supplemental funding by the KGB might drop from $3.8 million toonly $1.3 million, It is difficult to envision a 38% increase in areawide property taxes togenerate another $2.5 million annually to fund a higher local mandatory contribution imposed bythe State of Alaska.

Increasing the required contribution in such a significant maimer would likely have additionalsignificant indirect positive fiscal impact for the State. Burdened by greater unfunded mandates,local governments would be less able to provide supplemental funding and therefore would beless able to shield federal Impact aid deductions by the State. This would increase the level offederal impact aid retained by the State and further reduce the State’s cost.

0


