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FISCAL NOTE

STATE OF ALASKA
2010 LEGISLATIVE SESSION

2 .

Identifier (file name). H CS CSSB237(FIN)}-EED-ESS-4-17-10 Section 3

Y= A=

I e, 2
=y widl

Title

"An act amending the percentages required to be paid by

a municipal school district receiving a school construction...”

Sponsor

Senate Educaticn Commitiee

Requester

House Finance

Expenditures/Revenues

T 3

H CS for CS B237 (FIN)

Fiscal Note Number:
Biill Version:
() Publish Date:

Education & Early Developr
Education Support Services
Schoot Finance & Facilities

Dept. Affected:
RDU
Component

Component Number 2737

(Thousands of Dollars)

Note: Amounts do net include inflation unless otherwise noted below.

Appropriation
Required

Information

OPERATING EXPENDITURES FY 2011

Fy 2011

FY 2012

FY 2013 FY 2014 FY 2015 FY 2016

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING

[CAPITAL EXPENDITURES

[ aroe06| 37,960.6] 379606]| 37,960.6 ]

[CHANGE IN REVENUES ( ) 1

I | I | |

FUND SOURCE

{Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

3709606 | 37,9606 37.960.6 37,960.6

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts

0.0

0.0

0.0 0.0 0.0 0.0

TOTAL 0.0

0.0

0.0

37,960.6 37,960.6 | 37,960.6 37,960.6

Estimate of any current year {(FY2010) cost:
POSITIONS

4694

Full-time

Part-time

Temporary

ANALYSIS:  (Attach a separate page if necessary)

Section three of SB 237 establishes a program to fund rural school construction by establishing an account in the
General Fund to receive annual appropriations based on a formula defined in the legislation. The amount was
determined by dividing the annual debt service amount, (FY2011-5106,258,500) by the percentage of non-REAA

schools, 68.3%, times a muliplier of 24.4%, equals $37,960,577.

Prepared by:  Eddy Jeans, Director

Phone 465-8679

Division Scheal Finance

DatefTime 4/17/10 5:20 PM

Approved by: Larry LeDoux

Date 4/17/2010

Commissioner

(Revisad 10/122009 OMS)
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FISCAL NOTE
STATE OF ALASKA e N Fiscal Note Number: %/t/ C{
2010 LEGISLATIVE SESSION i, ‘ Bilf Version: H CS for CS5B237 (FIN)
T Wy 7 () Publish Date:
Identifier (file name): H CS CS SB237(FIN)-EED-E55-4-17-10 Section 4 Dept. Affected: Education & Early Developr
Titlle "An act amending the percentages required to be paid by RDU School Debt Reimbursement
a municipal schoo! districct receiving a school construction...: Component School Debt Reimbursement
Sponsor Senate Education Committee
Requester House Finance Component Number 153
Expenditures/Revenues {Thousands of Dallars)
Note. Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personai Services
Travel
Contractual
Supplies
Equipment
Land & Strucfures
Grants & Claims 0.0 0.0 3,700.0 3,700.0 3.700.0 3,700.0
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
[CAPITAL EXPENDITURES | | | ) | | ]
ICHANGE IN REVENUES ( ) ] ] i | | i | ;
FUND SOURCE ) (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
TOTAL 0.0 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0

Estimate of any current year (FY2010) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (4Hach a separate page if necessary)
Section 4 of 5B237 removes the sunset date for debt reimbursement program for both 70% and 60%

reimbursement.

Anticipated increases as a result of the extension of the debt program are based on increases averaged over
the prior three fiscal years. FY0B-09 increased by $2,000,000; FY 09-10 increased by $3,000,000; and FY10-
11 increased by 56,000,000. The average of the 3 year increases are $11,000,000+3= $3,666,666. 70% of
school debt payments, made by a municipality, will be reimbursed by the state if they meet state approved
space guidelines. 60% of school debt payments will be reimbursed by the state if the municipality exceeds
state approved space guidelines.

Prepared by: Eddy Jeans, Director Phone 465-8679
Division School Finance Date/Time 4/17/10 5:20 PM
Approved by: Larry LeDoux Date 4/17/2010

Commissioner

{Revised 1013/2009 OME) Page 1 of 1
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FISCAL NOTE

STATE OF ALASKA ﬁ = N, Fiscal Note Number: dj” 3
2010 LEGISLATIVE SESSION N ﬁ/ Bill Version: H CS for CS B237 (FIN)
=0 uiiil (} Publish Date:

ldentifier (file name). H CS CSSB237(FIN)-EED-ESS-4-17-10 Section 3 Dept. Affected: Education & Early Developr
Title "An act amending the percentages required to be paid by RDU Education Support Services

a municipal school district receiving a school construction...” Component  School Finance & Facilities
Sponsor Senate Education Committee
Requester House Finance Component Number 2737
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

|CAPITAL EXPENDITURES i | 1 [ 37e60.6] 379608 37,960.6| 37,960.6 |
|CHANGE IN REVENUES ( y ] ) | | | | ] |
FUND SQURCE (Thousands of Dollars)
1002 Federal Receipts :
1003 GF Match
1004 GF 37,060.6 | 37,8606 | 37,9606 37,960.6
1005 GF/Program Receipts
1037 GF/Mental Health
Qther Interagency Receipts 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 37,960.6 37,960.6 | 37960.6 37,960.6

Estimate of any current year (FY2010) cost:

POSITIONS
Full-time
Part-time
Temperary

ANALYSIS:  (Attach a separale page if necessary)

Section three of SB 237 establishes a program to fund rural school construction by establishing an account in the
General Fund to receive annual appropriations based on a formula defined in the legislation. The amount was
determined by dividing the annual debt service amount, (FY2011-5106,258,500) by the percentage of non-REAA
schools, 68.3%, times a muliplier of 24.4%, equals $37,960,577.

Prepared by: Eddy Jeans, Director Phone 465-8679
Division School Finance Date/Time 4/17/10 5:20 PM
Approved by:  Larry LeDoux Date 4/17/2010

Commissioner

{Revised 10/13/2009 OMB) Page 1 of 1
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FISCAL NOTE

e
STATE OF ALASKA ;“:\ e BV Fiscal Note Number: %
2010 LEGISLATIVE SESSION i, Bill Version: H CS for CSSB237 (FIN)
() Publish Date:
identifier (file name):. H C3 CS SB237(FIN)-EED-ESS-4-17-10 Section 4 Dept. Afiected: Education & Early Developr
Title "An act amending the percentages required to be paid by RDU School Debt Reimbursement
a municipal school districct receiving a school construction...: Component School Debt Reimbursement
Sponsor Senate Education Committee
Requester House Finance Component Number 153
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Travel
Confractual
Supplies
Equipment
Land & Structures
Grants & Claims 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 3,700.0 3,700.0 3,700.¢ 3,700.0
|CAPITAL EXPENDITURES 1 | | ] ] 1 S
[GHANGE IN REVENUES {( ) 1 | | ] [ | ]
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
TOTAL 0.0 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0

Estimate of any current year (FY2010) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Affach a separate page if necessary)

Section 4 of SB237 removes the sunset date for debt reimbursement program for both 70% and 60%
reimbursement.

Anticipated increases as a result of the extension of the debt program are based on increases averaged over
the prior three fiscal years. FY08-09 increased by $2,000,000; FY 09-10 increased by $3,000,000; and FY10-
11 increased by $6,000,000. The average of the 3 year increases are $11,000,000+3= $3,666,666. 70% of
school debt payments, made by a municipality, will be reimbursed by the state if they meet state approved
space guidelines. 60% of school debt payments will be reimbursed by the state if the municipality exceeds
state approved space guidelines.

Prepared by: Eddy Jeans, Director Phone 465-8679
Diviston School Finance Date/Time 4/17/10 5:20 PM
Approved by; Larry LeDoux Date 4/17/2010

Commissioner

(Revised 104372009 OMB) Page 1 of 1
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Position Statement 09-5

Funding Bond Debt Reimbursement and the
Capital Improvement Program

The Alaska Council of School Administrators supports the continuation of the current
level of 60% and 70% debt reimbursement of voter-approved bonds, and supports the
development of a process to equitably address the need of school districts unable to bond
locally.

» A reduction in the payment schedule from the State of Alaska will adversely
affect budgets and promises made to taxpayers at an extremely challenging
economic time.

¢ The planning of construction projects and major maintenance efforts were
carefully considered with anticipated budget information secured from a variety
of sources, including the State of Alaska.

» The public was informed that local and statewide bond efforts would receive state
repayment support.

Adopted by the Alaska Council of School Administrators
October and December 2009
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AMENDMENT Ft-j_

OFFERED IN THE HOUSE %&g

TO: CSSB 237(FIN)

wl

I Page 1, line 2. following "areas":
Insert "and city school districts in the unorganized borough”

2
3
4  Page 2 lines7-8:
5 Delete “regional educational attendance areas"
6 Insert "the unorganized borough" -
7
8  Page2, line 10:
9 Delete "that is a regional educational attendance arca"
10 Insert "in the unorganized borough"
11
12 Page 2, line 12, following "AS 14.11.005 - 14.1 1.020":
13 Insert "and for which sufficient bond funding is unavailable"
14
I5  Page 2, tollowing line 17:
16 Insert a new subsection to read:
17 “(¢c) The department shall determine for cach school district that is in the
[ unorganized borough whether the district has the honding capacity necessary to
19 finance construction of a project approved under AS 14.11.005 - 1411020 if the
24 department determines that sutticient bond funding is unavaduble to the disirict, the
21 projectinay receive a grant under this section,”
22
230 Puage 20 tine 1%

4699




47700

3%

L)

Delete "Regional educational attendance area school fund”

Inscrt "Fund for school construction in the unorganized borough”

Page 2. line 19;
Delete "regional educational attendance arca school fund”

Insert "fund for school construction in the unorganized borough”

Page 2, lines 21 - 22;
Delcte "regional educational attendance areas”

Insert "the unorganized borough”
g { g

Page 2, line 25:
Delete "$100,000,000"
Insert "$120,000.000"

26-LS1340C.3
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447-10

NEWCONCEPTUAL AMENDMENT @

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: HCS CSSB 237 (FIN) [26-LS1342\Q)]

Purpose: to clarify that “annual debt service™ on page 2, line 30 means the annual debt service of

the school construction debt reimbursement program.

1 Page 2, line 30, tollowing “be the”
2 Delete “annual debt service amount”
3 Insert “annual debt service on debt incurred under AS 14.11.100(a)”

<
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l/{_/ I 7/ I 0 Mischel
M 0 4/17/10
HOUSE CS FOR CS FOR SENATE BILL NO. 237(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE EDUCATION COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act amending the percentages required to be paid by a municipal school district
receiving a school construction or major maintenance grant; making a conforming
amendment to a bond debt reimbursement provision referencing the percentages;
establishing a formula and a fund for school construction grant funding for regional
educational attendance areas; extending the deadline for authorizing school
construction debt reimbursed by the state; requiring a report from the Department of

ll Education and Early Development; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1, The uncodified law of the State of Alaska is amended by adding a new section
to read:
| LEGISLATIVE FINDINGS. The legislature finds that
(1) the Alaska Superior Court, Third Judicial District, in Kasayulie v. State of
- Alaska, Case No. 3AN-97-3782 (1999), determined that

-1- HCS CSSB 237(FIN)
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(A) the method of funding capital projects for school construction and
major maintenance does not provide rural schools with adequate or equitable funding
opportunities; and -

(B) while urban schools are adequately funded through existing
mechanisms including bond debt, taxes, and appropriations, a comparable mechanism
for funding rural schools does not exist;

(2) the mechanisms that currently exist in statute to provide construction
funding to regional educational attendance areas have not resulted in sufficient funding for
projects approved for those districts.

* Sec. 2. AS 14.11.008(b) is amended to read:

(b) The required participating share for a municipal school district is based on
the district's full value per average daily membership (ADM), which is calculated by
dividing the full and true value of the taxable real and personal property in the district,
calculated as described in AS 14.17.510 by the district ADM as defined in
AS 14.17.990, for the same fiscal year for which the valuation was made. The
municipal district's full value per ADM determines the district's required participating

share, as follows:

Full Value Per ADM District Participating Share
$1-$150,000 5 percent
150,001 - 275,000 10 percent
275,001 - 500,000 {800,000] 20 [30] percent
500,001 - 800,000 30 percent

over 800,000 35 percent.

* Sec. 3. AS 14.11 is amended by adding new sections to read:

Sec. 14.11.025. State aid for school construction in regional educational
attendance areas. (a) In addition to other appropriations and funding sources, the
department may provide grant funding from the fund established under AS 14.11.030
to a school district that is a regional educational attendance area.

(b) The amount of money available each fiscal year for expenditure under (a)
of this section shall be the annual debt service amount divided by the percentage of all

schools that are located in a city or borough school district, the quotient of which is to

HCS CSSB 237(FIN) -2-
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be multiplied by .244.

Sec. 14.11.030. Regional educational attendance area school fund. (a) The
regional educational attendance area school fund is created as an account in the
general fund to be used, in addition to other funding sources, to fund projects
approved under AS 14.11.025 for the costs of school construction in regional
educational attendance areas. ‘

(b) Legislative appropriations, including appropriations of interest eamed on
the fund, shall be deposited in the fund established under this section. The fund
balance may not exceed $70,000,000.

(c) Money appropriated to the fund does not lapse except to the extent money
in the fund exceed the maximum fund balance specified in (b} of this section.

Sec. 14.11.035. Report on school construction and major maintenance
funding. Beginning in February, 2012, the department shall provide to the governor
and the legislature an annual report on the effectiveness of the school construction and
major maintenance grants, state aid for school construction in regional educational
attendance areas, and state aid for costs of school construction debt under this chapter.
The report must include an analysis of funding sources and the short-term and long-
term fiscal effects of the funding on the state. Copies of the report ‘shall be made
available to the public and to the legislature.

* Sec. 4. AS 14.11.100(a) is amended to read:

(a) During each fiscal year, the state shall allocate to a municipality that is a
school district the following sums:

(1) payments made by the municipality during the fiscal year two years
earlier for the retirement of principal and interest on outstanding bonds, notes, or other
indebtedness incurred before July 1, 1977, to pay costs of school construction;

(2) 90 percent of

(A) payments made by the municipality during the fiscal year
two years earlier for the retirement of principal and interest on outstanding
bonds, notes, or other indebtedness incurred after June 30, 1977, and before

July 1, 1978, to pay costs of school construction;

(B) cash payments made after June 30, 1976, and before July 1,

-3- HCS CSSB 237(FIN)
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I 1978, by the municipality during the fiscal year two years earlier to pay costs
2 of school construction;

3 (3) 90 percent of

4 (A) payments made by the municipality during the fiscal year

5 two years earlier for the retirement of principal and interest on outstanding

6 bonds, notes, or other indebtedness incurred after June 30, 1978, and before

7 January 1, 1982, to pay costs of school construction projects approved under

8 AS 14.07.020(a)(11);

9 (B) cash payments made after June 30, 1978, and before July 1,
10 1982, by the municipality during the fiscal year two years earlier to pay costs
11 of school construction projects approved under AS 14.07.020(a)(11);

12 (4) subject to (h) and (i) of this section, up to 90 percent of
13 (A) payments made by the municipality during the current
14 fiscal year for the retirement of principal and interest on outstanding bonds,
15 notes, or other indebtedness incurred after December 31, 1981, and authorized
16 - by the qualified voters of the municipality before July 1, 1983, to pay costs of
17 school construction, additions to schools, and major rehabilitation projects that
18 exceed $25,000 and are approved under AS 14.07.020(a)(11);
19 (B) cash payments made after June 30, 1982, and before July 1,
20 1983, by the municipality during the fiscal year two years earlier to pay costs
21 of school construction, additions to schools, and major rehabilitation projects
22 that exceed $25,000 and are approved under AS 14.07.020(a)(11); and
23 (C) payments made by the municipality durning the current
24 fiscal year for the retirement of principal and interest on outstanding bonds,
25 notes, or other indebtedness to pay costs of school construction, additions to
26 schools, and major rehabilitation projects that exceed $25,000 and are
27 submitted to the department for approval under AS 14.07.020(a)(11) before
28 July 1, 1983, and approved by the qualified voters of the municipality before
29 October 15, 1983, not to exceed a total project cost of (i) $6,600,000 if the
30 annual growth rate of average daily membership of the municipality is more
31 than seven percent but less than 12 percent, or (ii) $20,000,000 if the annual
|| HCS CSSB 237(FIN) -4-
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1 growth rate of average daily membership of the municipality is 12 percent or
2 more; payments made by a municipality under this subparagraph on total
3 project costs that exceed the amounts set out in (i) and (ii) of this subparagraph
4 are subject to (5)(A) of this subsection; '

5 (5) subject to (h) - (j) of this section, 80 percent of

6 (A) payments made by the municipality during the fiscal year

7 for the retirement of principal and interest on outstanding bonds, notes, or

8 other indebtedness authorized by the qualified voters of the municipality.

9 (i) after June 30, 1983, but before March 31, 1990, to
10 pay costs of school construction, additions to-schools, and major
11 rehabilitation projects that exceed $25,000 and are approved under
12 AS 14.07.020¢a)(11); or
13 (i) before July1, 1989, and reauthorized before
14 November 1, 1989, to pay costs of school construction, additions to
15 schools, and major rehabilitation projects that exceed $25,000 and are
16 approved under AS 14.07.020(a)(11); and
17 (B) cash payments made after June30, 1983, by the
18 municipality during the fiscal year two years earlier to pay costs of school
19 construction, additions to schools, and major rehabilitation projects that exceed
20 $25,000 and are approved by the department before July 1, 1990, underl
21 AS 14.07.020(a)11);

22 (6) subject to (h) - (j) and (m) of this section, 70 percent of payments
23 made by the municipality during the fiscal year for the retirement of principal and
24 interest on outstanding bonds, notes, or other indebtedness authorized by the qualified
25 voters of the municipality on or after April 30, 1993, but before July 1, 1996, to pay
26 costs of school construction, additions to schools, and major rehabilitation projects
27 that exceed $200,000 and are approved under AS 14.07.020(a)(11);
28 (7) subject to (h) - (j) and (m) of this section, 70 percent of payments
29 made by the municipality during the fiscal year for the retirement of principal and
30_ interest on outstanding bonds, notes, or other indebtedness authorized by the qualified
31 voters of the municipality after March 31, 1990, but before April 30, 1993, to pay
-5- HCS CSSB 237(FIN)
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1 costs of school construction, additions to schools, and major rehabilitation projects;
2 (8) subject to (h), (i), (G)}?2) - (5); and (n) of this section and after
3 projects funded by the bonds, notes, or other indebtedness have been approved by the
4 commissioner, 70 percent of payments made by the municipality during the fiscal year
5 for the retirement of principal and interest on outstanding bonds, notes, or other
6 indebtedness authorized by the qualified voters of the municipality on or after July I,
7 1995, but before July 1, 1998, to péy costs of school construction, additions to
8 schools, and major rehabilitation projects that exceed $200,000 and are approved
9 under AS 14.07.020(a)(11);
10 (9) subject to (h), (i), ()(2) - (5), and (n) of this section and after
11 projects funded by the bonds, notes, or other indebtedness have been approved by the
12 commissioner, 70 percent of payments made by the municipality during the fiscal year
13 for the retirement of principal and interest on outstanding bonds, notes, or other
14 indebtedness authorized by the qualified voters of the municipality on or after July 1,
15 1998, but before July1, 2006, to pay costs of school construction, additions to
16 | schools, and major rehabilitation projects that exceed $200,000 and are approved
17 under AS 14.07.020(a)(11);
18 (10) subject to (k), (i), (§)(2) - (5), and (o) of this section, and after
19 projects funded by the bonds, notes, or other indebtedness have been apﬁroved by the
20 commissioner, 70 percent of payments made by the municipality during the fiscal year
21 for the retirement of principal and interest on outstanding bonds, notes, or other
22 indebtedness authorized by the qualified voters of the municipality on or after June 30,
23 1998, to pay costs of school construction, additions to schools, and major
24 rehabilitation projects that exceed $200,000, are approved under AS 14.07.020(a)(11),
25 and are not reimbursed under (n) of this section; ‘
26 (11) subject to (h), (i), and (j)(2) - (5) of this section, and after projects
27 funded by the bonds, notes, or other indebtedness have been approved by the
28 commissioner, 70 percent of payments made by a municipality during the fiscal year
29 for the retirement of principal and interest on outstanding bonds, notes, or other
30 indebtedness authorized by the qualified voters of the municipality on or after June 30,
31 1999, but before January 1, 2005, to pay costs of school construction, additions to
HCS CSSB 237(FIN) -6-
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schools, and major rehabilitation projects and education-related facilities that exceed
$200,000, are approved under AS 14.07.020(a)(11), and are not reimbursed under (n)
or (o) of this section; |

(12) subject to (h), (i), and (§)(2), (3), and (5) of this section, 60 percent
of payments made by a municipality during the fiscal year for the retirement of
principal and interest on outstanding bonds, notes, or other indebtedness authorized by
the qualified voters of the municipality on or after June 30, 1999, bui before January 1,
2005, to pay costs of school construction, additions to schools, and major
rehabilitation projects and education-related facilities that exceed $200,000, are
reviewed under AS 14.07.020(a}(11), and are not reimbursed under (n) or (o) of this
section;

(13) subject to (h), (i), (G)(2) - (5), and (p) of this section, and after
projects funded by the tax exempt bonds, notes, or other indebtedness have been
approved by the commissioner, 70 percent of payments made by a municipality during
the fiscal year for the retirement of principal and interest on outstanding tax exempt
bonds, notes, or other indebtedness authorized by the qualified voters of the
municipality on or after June 30, 1999, but before October 31, 2006, to pay costs of
school construction, additions to schéols, and major rehabilitation projects and
education-related facilities that exceed $200,000, are approved under
AS 14.07.020(a)(11), and are not reimbursed under (n) or (o) of this section;

(14) subject to (h), (i), (1)(2), (3), and (5), and (p) of this section, 60
percent of payments made by a municipality during the fiscal year for the retirement
of principal and interest on outstanding tax exempt bonds, notes, or other indebtedness
authorized by the qualified voters of the municipality on or after June 30, 1999, but
before October 31, 2006, to pay costs of school construction, additions to schools, and
major rehabilitation projects and education-related facilities that exceed $200,000, are
reviewed under AS 14.07.020(a)(11), and are not reimbursed under (n) or (o) of this
section;

(15) subject to (b}, (i), (}(2) - (5), and (q) of this section, and after
projects funded by the bonds, notes, or other indebtedness have been approved by the

commissioner, 90 percent of payments made by a municipality during the fiscal year

-7- HCS CSSB 237(FIN)
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1 for the retirement of principal and interest on outstanding bonds, notes, or other
2 indebtedness authorized by the qualified voters of the municipality on or after June 30,
3 1999, but before October 31, 2006, to pay costs of schoo! construction, additions to
4 schools, and major rehabilitation projects and education-related facilities that exceed
5 $200,000, are approved under AS 14.07.020(a)(11), meet the 10 percent participating
6 | share requirement for a municipal school district under the former participating
7 share amounts required under AS 14.11.008(b), and are not reimbursed under (n) or
8 (o) of this section;

9 (16) subject to (h), (1), and (j)(2) - (5) of this section, and after projects
10 funded by the tax exempt bonds, notes, or other indebtedness have been approved by
11 the commissioner, 70 percent of payments made by a municipality during the fiscal
12 year for the retirement of principal and interest on outstanding tax exempt bonds,
13 notes, or other indebtedness authorized by the qualified voters of the municipality on
14 or after October 1, 2006, [BUT BEFORE NOVEMBER 30, 2010,] to pay costs of
15 school construction, additions to schools, and major rehabilitation projects and
16 - education-related  facilities that exceed $200,000, are approved under
17 AS 14.07.020(a)(11), and are not reimbursed under (o) of this section,

18 (17) subject to (h), (i), and (§)(2), (3), and (5) of this section, 60 percent
19 of payments made by a municipality during the fiscal year for the fetirement of
20 principal and interest on outstanding tax exempt bonds, notes, or other indebtedness
21 authorized by the qualified voters of the municipality on or after October 1, 2006,
22 [BUT BEFORE NOVEMBER 30, 2010,] to pay costs of school construction,
23 additions to schools, and major rehabilitation projects and education-related facilities
24 that exceed $200,000, are reviewed under AS 14.07.020(a)(11), and are not
25 reimbursed under (o) of this section.
26 || * Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
27 || read:
28 RETROACTIVITY. AS 14.11.008(b), as amended by sec. 2 of this Act, applies
29 |j retroactively to an appropriation made under AS 37.05.560 or a grant approved under
30 } AS 14.11.008(a) on or after April 1, 2008.
31 * Sec. 6. Section 3 of this Act takes effect July 1, 2012,
HCS CSSB 237(FIN) -8-
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* Sec. 7. Sections 1, 2, 4, and 5 of this Act take effect immediately under AS 01.10.070(c).

-9-
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FISCAL NOTE

Fiscal Note Number: 2
Bill Version: CSSB 237(FIN)
(8) Publish Date: 4110

i

STATE OF ALASKA
2010 LEGISLATIVE SESSION

Dept Affe;cted:

Identifier (file name): CSSB237-EED-ESS-1-29-10 :
RDU”

Education & Early Develo

Title "An act extending the deadline for authorizing school 3] School Debt Reimbursement
construction debt reimbursed by the state” Component School Debt Reimbursement

Sponsor Senate Education Committee /

Requester Senate Finance Committee /" Component Number 153

Expenditures/Revenues /(T housands of Bollars)

Note: Amounts do not include inflation unless otherwise noted below.~”

Appropriation /
Required Information _ __

OPERATING EXPENDITURES FY 2011 EY 2011 FY 2012 FY 2013 FY 2014 FY 2015 | FY 2018
Personal Services /
Travel /
Contractual v
Supplies /
Equipment /
Land & Structures /
Grants & Claims Ve 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
Miscellaneous 7

TOTAL OPERATING Vs 0.0 0.0 0.0 3,700.0 3,700.0 3,700.0 3,700.0
|CAPITAL EXPENDITURES YAl | | 40,300.0 ] 40,300.0] 40,300.0 | 40,300.0 | 40,300.0
|CHANGE IN REVENUES { /) | | [ 1 i | | ]
FUND SOURCE ,/ {Thousands of Dollars)
1002 Federal Receipts
1003 GF Match /
1004 GF 40,300.0 40,300.0 | 40,3000 ] 40,300.0| 40,300.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts 0.0 0.0 3,700.0 3.700.0 3,700.0 3,700.0

TOTAL 0.0 0.0 40,300.0 44,000.0 | 44,000.0 | 44,0000 [ 44,000.0

Estimate of any current year (FY2010) cost:

POSITIONS
[Full-time
Part-time
Temporary

ANALYSIS:  (Atfach a separate page if necessary)

S8 237 establishes a program to fund rural school construction by establishing an account in the General Fund to recieve annual
appropriations based on a formula defined in the legislation. The fiscal note anticipates full expenditure of all appropriated
amounts for capital in the year appropriated, although the actual cash flow may vary based on the annual CIP priority list for
sthool construction projects. The first year of fiscal expenditure as a result of this bill will be in FY2013.

$B 237 also removes the sunset date for the existin debt reimbursement program. Anticipated increases as a result of the
extension of the debt program are based on increases averaged over the prior three fiscal years. FY08-09 increased by $2,000,000;
FY 09-10 increased by $3,000,000; and FY10-11 increased by $6,000,000. The average of the 3 year increases are $11,000,000+3=
$3,666,666. 70% of school debt payments, made by a municipality, will be reimbursed by the state if they meet state approved
space guidelines. 60% of school debt payments will be reimbursed by the state if the municipality exceeds state approved space

Prepared by:  Eddy Jeans, Director Phone 465-8679
Division School Finance Date/Time 3/30/10 12:30 PM
Approved by:  Larry LeDoux Date 3/30/2010

Commissioner

Page 1 of 1

(Revisad 10/132009 OMB)
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EAMENDMENT‘HFQ

OFFERED IN THE HOUSE /

TO: CSSB 237(FIN) G?Qf—‘a’

Page 1, line 1, following "Act":
Insert "relating to energy c&msumption and costs, operating costs, and energy

efficiency standards for school construction and major maintenance by the Department

- of Education and Early Development;"

Page 2, following line 5:
Insert new bill sections to read:
"* Sec. 2. AS 14.07.020(a) is amended to read;
(a) The department shall

(1) exercise general supervision over the public schools of the state
except the University of Alaska;

(2) study the conditions and needs of the public schools of the state,
adopt or recommend plans, administer and evaluate grants to improve school
performance awarded under AS 14.03.125, and adopt regulations for the improvement
of the public schools;

(3) provide advisory and consultative services to all public school
governing bodies and personnel;

(4) prescribe by regulation a minimum course of study for the public
schools; the regulations must provide that, if a course in American Sign Language is
given, the course shall be given credit as a course in a foreign language,

(5) establish, in coordination with the Department of Health and Social
Services, a program for the continuing education of children who are held in detention

facilities in the state during the period of detention:
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(6) accredit those public schools that meet accreditation standards
prescribed by regulation by the department; these regulations shall be adopted by the
department and presented to the legislature during the first 10 days of any regular
session, and become effective 45 days after presentation or at the end of the session,
whichever is earlier, unless disapproved by a resolution concurred in by a majority of
the members of each house;

(7) prescribe by regulation, after consultation with the state fire
marshal and the state sanitarian, standards that will assure healthful and safe
conditions in the public and private schools of the state, including a requirement of
physical examinations and immunizations in pre-elementary schools; the standards for
private schools may not be more stringent than those for public schools;

(8) exercise general supervision over pre-elenientary schools that
receive direct state or federal funding;

(9) exercise general supervision over elementary and secondary
correspondence study programs offered by municipal school districts or regional
educational attendance areas; the department may also offer and make available to any
Alaskan through a centralized office a correspondence study program;

(10) accredit private schools that request accreditation and that meet
accreditation standards prescribed by regulation by the department; nothing in this
paragraph authorizes the department to require religious or other private schools to be
licensed;

(11} review plans for construction of new public elementary and
secondary schools and for additions to and major rehabilitation of existing public
elementary and secondary schools and, in accordance with regulations adopted by the
department, determine and approve the extent of eligibility for state aid of a school
construction or major maintenance project; for the purposes of this paragraph, "plans"
include educational specifications, schematic designs, projected energy consumption
and costs, and final contract documents;

(12) provide educational opportunities in the areas of vocational
education and training, and basic education to individuals over 16 years of age who

are no longer attending school;

22.
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(13) administer the grants awarded under AS 14.11;

(14) establish, in coordination with the Department of Public Safety, a
school bus driver training course;

(15) require the reporting of information relating to school disciplinary
and safety programs under AS 14.33.120 and of incidents of disruptive or violent
behavior;

(16) establish by regulation criteria, based on fow student performance,
under which the department may intervene in a school district to improve instructional
practices, as described in AS 14.07.030(14) or (15); the regulations must include

(A) a notice provision that alerts the district to the deficiencies
and the instructional practice changes proposed by the department;

(B) an end date for departmental intervention, as described in
AS 14.07.030(14)(A) and (B) and (15), after the district demonstrates three
consecutive years of improvement consisting of not less than two percent
increases in student proficiency on standards-based assessments in math,
reading, and writing as provided in AS 14.03.123(f)(2)(A); and

(9] a process for districts to petition the department for
continuing or discontinuing the department's intervention;

(17) notify the legislative committees having jurisdiction over
education before intervening in a school district under AS 14.07.030(14) or redirecting
public school funding under AS 14.07.030(15).

* See. 3. AS 14.11.014(b) is amended to read:
(b) The committee shall

(1) review the department's priorities among projects for which school
construction grants are requested;

(2) make recommendations to the board concerning school
construction grants and make recommendations to the commissioner concerning
projects for which bond reimbursement is requested;

{3) develop criteria for construction of schools in the state; criteria
developed under this paragraph must include requirements intended to achieve cost

effective school construction;

.3-
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(4) analyze existing prototypical designs for school construction
projects;

(5) establish a form for grant applications,

(6) establish a method of ranking grant projects,

(7) recommend to the board necessary changes to the approval process
for school construction grants and for projects for which bond reimbursement is

requested;

(8) set standards for energy efficiency for school construction and

° major maintenance to provide energy efficiency benefits for all school locations in

the state and that address energy efficiency in design and energy systems that

minimize long-term energy and operating costs.

* Sec. 4. AS 14.11.135(6) is amended to read:

(6) "major maintenance” means a project described in

AS 14.11.013(2)(1)(C), [OR] (D), or (E);
* Sec. 5. AS 14.11.135(7) is amended to read:

(N "school construction

AS 14.11.013(a){1)(A), (B), [(E),} (F), or {(G)."

means a project described in

Renumber the following bill sections accordingly.

Page 8, line 5:
Delete "sec. 3"
Insert "sec. 7"
L -4-
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Senator Lyman Hoffman
Alaska State Legislature

Sponsor Statement for SB 237

This proposed legislation addresses the way in which Alaska funds school construction
for both REAA’s and Municipal districts.

In 2001, Alaska courts ruled in Kasayulie vs. State of Alaska that the process by which
REAA schools are funded in Alaska is significantly different than the process used for
funding schools in municipal districts. The court further said that, as a result of this
difference, funding for REAA schools has been arbitrary and inadequate.

While municipal districts are able to access the debt service program which is described
in statute, the funding for REAA school construction has not been clear. Because
funding depends upon legislative appropriation, there is uncertainty from year to year as
to how much money will be available. This uncertainty makes construction planning
difficult for both the REAA school districts and the Department of Education.

This legislation proposes to remedy this situation by creating a stream of funding that can
be used for REAA construction. This funding is based on the amount of debt outstanding
for municipal schools, adjusted by the amount of money spent on REAA schools and by
the percent of students who attend these schools. This methodology provides a
reasonable, consistent level of funding to be used for REAA school construction and
moves the State along the road to addressing concerns raised in the Kasayulie case.

Additionally, the legislation provides that a fund be established into which the proceeds
from this mechanism can be deposited. However, to assure that excess dollars cannot
accumulate in this account, the balance of the fund is limited to $100,000,000. Also, the
legislation assumes that a project must meet all current Department of Education
approvals before becoming eligible to use money from this account.

This legislation also changes the State’s debt reimbursement program for municipal
school construction. Current law establishes the debt reimbursement to municipal
districts for outstanding bonds at 70 percent and time limits for that reimbursement.
Consequently, every few years, the statute needs amending to continue the program. This
creates uncertainty among school district planners. The committee substitute lessens
uncertainty by eliminating a date certain when the 70 percent reimbursement will sunset.

Senate District S
Senator_Lyman_Hoffman@legis.state.ak.us
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Alaska Department of Education and Early Development
School Construction and Major Maintenance funding last 20 years
Grants and Debt Reimbursement funded projects

Prepared 3/29/10
REAA City/Borough
Year funding # of projects Funding # of projects
1990 64,115,500 16 45,331,154 22
1991 $17,590,300 13 $268,000 1
1992 $17,594,700 17 $16,151,500 7
1993 $14,770,400 7 $52,815,700 8
1994 $38,829,471 35 $154,832,003 65
1935 S0 0 $158,935,000 17
Subtotal 1990-1995 $92,900,371 88 $388,333,357 120
1996 $400,000 2 $10,641,550 3
1997 $5,322,300 3 $66,294,985 16
1998 $336,720 1 64,335,864 4
1999 $27,962,208 27 $338,292,184 71
2000 $0 0 $10,250,000 1
Subtotal 1996-2000 $34,021,228 33 $429,814,583 95
10yr Sub-total $126,921,599 13.43% $B18,147,940 86.57%
2001 $88,725,178 5 $86,599,657 33
2002 $75,824,359 28 $114,686,707 36
2003 $140,182,852 32 $427,372,247 49
2004 $814,738 3 $117,978,054 46
2005 $5,839,787 11 $162,541,971 18
Subtotal 2000-2005  $311,386,914 79 $909,178,636 182
2006 $67,494,522 22 $78,422,984 21
2007 $82,268,165 21 $146,242,068 23
2008 $127,180,513 13 $124,868,261 20
2009 $139,127,653 12 $83,397,904 22
2010 $20,918,597 8 $40,374,884 17
Subtotal 2005-2010  $436,989,450 76 $473,306,101 103
10yr Sub-total $748,376,364  35.12% $1,382,484,737 64.88%
Total REAA $875,297,963 276 Total City/Borough $2,200,632,677 500
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HCS for CS for Senate Bill 237 (FIN)
26-151342\Q
April 17, 2010

BILL SUMMARY
The proposed House Finance CS for SB237 amends the Senate version and adds
the language from HB180.

SECTION SUMMARY
Section 1. This section is the Legislative Findings that were found in the Senate version of
SB237. This CS does not make any changes to the Senate’s language.

Section 2. Amends AS 14.11.008(b), the participating share for school districts to address
major maintenance and school construction programs. This is from Sec. 1, HB180.

Section 3. Creates the state aid for school construction in regional educational attendance
areas program, and establishes the regional educational attendance area school fund. There is
a new “House version” formula for calculating the amount of money available for expenditure
for regional educational attendance area schools. Last, the Department of Education and Early
Development is required to provide an annual report beginning February, 2012 on the
effectiveness of state funding for school facilities.

Section 4. This section extends the municipal bond debt reimbursement program to the date of
June 30, 2014. This limitation is identical to the sunset date in Sec. 10 for the REAA school
construction program.

Section 5. This section retroactively applies to the changes in Section 2 of this legislation. The
changes in local share made by the bill apply to all school construction and major maintenance
projects back to April 1, 2008,

Section 6. Effective date of July 1, 2012 for Section 3 of this Act.

Section 7. Inmediate effective date for Sections 1, 2, and 4 — 6 of this Act.

4f17/2010 8:01:00 PM prepared by jwb
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26-1.81342\Q
Mischel
4/17/10

HOUSE CS FOR CS FOR SENATE BILL NO. 237(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE EDUCATION COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act amending the percentages required to be paid by a municipal school district
receiving a school construction or major maintenance grant; making a conforming
amendment to a bond debt reimbursement provision referencing the percentages;
establishing a formula and a fund for school construction grant funding for regional
educational attendance areas; extending the deadline for authorizing school
construction debt reimbursed by the state; requiring a report from the Department of

Education and Early Development; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:
LEGISLATIVE FINDINGS. The legislature finds that
(1) the Alaska Superior Court, Third Judicial District, in Kasayulie v. State of

- Alaska, Case No. 3AN-97-3782 (1999), determined that

-1- HCS CSSB 23K(FIN)
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(A) the method of funding capital projects for school construction and
major maintenance does not provide rural schools with adequate or equitable funding
opportunities; and '

(B) while urban schools are adequately funded through existing
mechanisms including bond debt, taxes, and appropriations, a comparable mechanism
for funding rural schools does not exist;

(2) the mechanisms that currently exist in statute to provide comstruction
funding to regional educational attendance areas have not resulted in sufficient funding for
projects approved for those districts. |

* Sec. 2. AS 14.11.008(b) is amended to read:

(b) The required participating share for a municipal school district is based on
the district's full value per average daily membership (ADM), which is calculated by
dividing the full and true value of the taxable real and personal property in the district,
calculated as described in AS 14.17.510 by the district ADM as defined in
AS 14.17.990, for the same fiscal year for which the valuation was made. The
municipal district's full value per ADM determines the district's required participating

share, as follows:

Full Value Per ADM District Participating Share
$1 - $150,000 5 percent
. 150,001 - 275,000 10 percent
275,001 - 500,000 [800,000] 20 {30] percent
500,001 - 800.000 30 percent

over 800,000 35 percent.

* Sec. 3. AS 14.11 is amended by adding new sections to read:

Sec. 14.11.025. State aid for school construction in regional educational
attendance areas. (a) In addition to other appropriations and funding sources, the
department may provide grant funding from the fund established under AS 14.11.030
to a school district that is a regional educational attendance area.

(b) The amount of money available each fiscal year for expenditure under (a)
of this section shall be the annual debt service amount divided by the percentage of all

schools that are located in a city or borough school district, the quotient of which is to

HCS CSSB 237(FIN) -2-
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be multiplied by .244.

Sec. 14.11.030. Regional educational attendance area school fund. (a) The
regional educational attendance area school fund is created as an account in the
general fund to be used, in addition to other funding sources, to fund projects
approved under AS 14.11.025 for the costs of school construction in regional
educational attendance areas.

(b) Legislative appropriations, including appropriations of interest earned on
the fund, shall be deposited in the fund established under this section. The fund
balance may not exceed $70,000,000.

(c) Money appropriated to the fund does not lapse except to the extent money
in the fund exceed the maximum fund balance specified in (b) of this section.

Sec. 14.11.035. Report on school construction and major maintenance
funding. Beginning in February, 2012, the department shall provide to the governor
and the legislature an annual report on the effectiveness of the school construction and
major maintenance grants, state aid for school construction in regional educational
attendance areas, and state aid for costs of school construction debt under this chapter.
The report must include an analysis of funding sources and the short-term and long-
term fiscal effects of the funding on the state. Copies of the report shall be made
available to the public and to the legislature.

* Sec. 4. AS 14.11.100(a) is amended to read:

(a) During each fiscal year, the state shall allocate to a municipality that is a
school district the following sums:

(1) payments made by the municipality during the fiscal year two years
earlier for the retirement of principal and interest on outstanding bonds, notes, or other
indebtedness incurred before July 1, 1977, to pay costs of school construction;

(2) 90 percent of

(A) payments made by the municipality during the fiscal year
two years earlier for the retirement of principal and interest on outstanding
bonds, notes, or other indebtedness incurred after June 30, 1977, and before

July 1, 1978, to pay costs of school construction;

(B) cash payments made after June 30, 1976, and before July 1,

-3- HCS CSSB 237(FIN)
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1 1978, by the municipality during the fiscal year two years earlier to pay costs
2 of school construction;

3 (3) 90 percent of

4 (A) payments made by the municipality during the fiscal year

5 " two years earlier for the retirement of principal and interest on outstanding

6 bonds, notes, or other indebtedness incurred after June 30, 1978, and before

7 January 1, 1982, to pay costs of school construction projects approved under

8 AS 14.07.020(=)(11);

9 (B) cash payments made after June 30, 1978, and before July 1,
10 1982, by the municipality during the fiscal year two years earlier to pay costs
11 of school construction projects approved under AS 14.07.020(a)(11);

12 (4) subject to (h) and (i) of this section, up to 90 percent of

13 (A) payments made by the municipality during the current
14 fiscal year for the retirement of principal and interest on outstanding bonds,
15 notes, or other indebtedness incurred after December 31, 1981, and authorized
16 - by the qualified voters of the municipality before July 1, 1983, to pay costs of
17 school construction, additions to schools, and major rehabilitation projects that
18 exceed $25,000 and are approved under AS 14.07.020(a)(11),

19 (B) cash payments made after June 30, 1982, and before July 1,
20 1983, by the municipality during the fiscal year two years earlier to pay costs
21 of school construction, additions to schools, and major rehabilitation projects
22 that exceed $25,000 and are approved under AS 14.07.020(a)(11); and

23 (C) payments made by the municipality during the current
24 fiscal year for the retirement of principal and interest on outstanding bonds,
25 notes, or other indebtedness to pay costs of school construction, additions to
26 schools, and major rehabilitation projects that exceed $25,000 and are
27 submitted to the department for approval under AS 14.07.020(a)(11) before
28 July 1, 1983, and approved by the qualified voters of the municipality before
29 October 15, 1983, not to exceed a total project cost of (i) $6,600,000 if the
30 annual growth rate of average daily membership of the municipality is more
31 than seven percent but less than 12 percent, or (ii) $20,000,000 if the annual

HCS CSSB 237(FIN) -4-
New Text Underlined [DELETED TEXT BRACKETED]
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1 growth rate of average daily membership of the municipality is 12 percent or
-2 more; payments made by a municipality under this subparagraph on total
3 project costs that exceed the amounts set out in (i) and (ii) of this subparagraph
4 are subject to (5)(A) of this subsection; '
5 (5) subject to (h) - (j) of this section, 80 percent of
6 (A) payments made by the municipality during the fiscal year
7 for the retirement of principal and interest on outstanding bonds, notes, or
8 other indebtedness authorized by the qualified voters of the municipality
9 (i) after June 30, 1983, but before March 31, 1990, to
10 pay costs of school construction, additions to schools, and major
11 rehabilitation projects that exceed $25,000 and are approved under
12 AS 14.07.020(a)(11); or
13 (i) before July1, 1989, and reauthorized before
14 November 1, 1989, to pay costs of school construction, additions to
15 schools, and major rehabilitation projects that exceed $25,000 and are
16 approved under AS 14.07.020(a)(11); and
17 (B) cash payments made after June30, 1983, by the
18 municipality during the fiscal year two years earlier to pay costs of school
19 construction, additions to schools, and major rehabilitation projects that exceed
20 $25,000 and are approved by the department before July 1, 1990, under
21 AS 14.07.020(a)(11);
22 (6) subject to (h) - (j) and (m) of this section, 70 percent of payments
23 made by the municipality during the fiscal year for the retirement of principal and
24 interest on outstanding bonds, notes, or other indebtedness authorized by the qualified
25 voters of the municipality on or after April 30, 1993, but before July 1, 1996, to pay
26 costs of school construction, additions to schools, and major rehabilitation projects
27 that exceed $200,000 and are approved under AS 14.07.020(a)(11);
28 (7) subject to (h) - (§) and (m) of this section, 70 percent of payments
29 made by the municipality during the fiscal year for the retirement of principal and
30 interest on outstanding bonds, notes, or other indebtedness authorized by the qualified
31 voters of the municipality after March 31, 1990, but before April 30, 1993, to pay
-5- HCS CSSB 237(FIN)
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1 costs of school construction, additions to schools, and major rehabilitation projects;
2 {8) subject to (h), (i), ()2) - (5), and (n) of this section and after
3 projects funded by the bonds, notes, or other indebtedness have been approved by the
4 commissioner, 70 percent of payments made by the municipality during the fiscal year
5 for the retirement of principal and interest on outstanding bonds, notes, or other
6 indebtedness authorized by the qualified voters of the municipality on or after July 1,
7 1995, but before July 1, 1998, to péy costs of school construction, additions to
8 schools, and major rehabilitation projects that exceed $200,000 and are approved
9 under AS 14.07.020(a)(11);
10 (9) subject to (h), (i), ()X2) - (5), and (n) of this section and after
11 projects funded by the bonds, notes, or other indebtedness have been approved by the
12 commissioner, 70 percent of payments made by the municipality during the fiscal year
13 for the retirement of principal and interest on outstanding bonds, notes, or other
14 indebtedness authorized by the qualified voters of the municipality on or after July 1,
15 1998, but before July 1, 2006, to pay costs of school construction, additions to
16 schools, and major rehabilitation projects that exceed $200,000 and are approved
17 under AS 14.07.020(a)(11);
18 (10) subject to (h), (i), G)(2) - (5), and (o) of this section, and after
19 projects funded by the bonds, notes, or other indebtedness have been apﬁroved by the
20 commissioner, 70 percent of payments made by the municipality during the fiscal year
21 for the retirement of principal and interest on outstanding bonds, notes, or other
22 indebtedness authorized by the qualified voters of the municipality on or after June 30,
23 1998, to pay costs of school construction, additions to schools, and major
24 rehabilitation projects that exceed $200,000, are approved under AS 14.07.020(a)(11),
25 and are not reimbursed under {n) of this section;
26 (11) subject to (h), (i), and (j)(2) - (5) of this section, and after projects
27 funded by the bonds, notes, or other indebtedness have been approved by the
28 commissioner, 70 percent of payments made by a municipality during the fiscal year
29 for the retirement of principal and interest on outstanding bonds, notes, or other
30 indebtedness authorized by the qualified voters of the municipality on or after June 30,
31 1999, but before January 1, 2005, to pay costs of school construction, additions to
HCS CSSB 237(FIN) -6-
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schools, and major rehabilitation projects and education-related facilities that exceed
$200,000, are approved under AS 14.07.020(a)(11), and are not reimbursed under (n)
or {0) of this section; .

(12) subject to (h), (i), and (§)(2), (3), and (5) of this section, 60 percent
of payments made by a municipality during the fiscal year for the retirement of
principal and interest on outstanding bonds, notes, or other indebtedness authorized by
the qualified voters of the municipality on or after June 30, 1999, but before January 1,
2005, to pay costs of school construction, additions to schools, and major
rehabilitation projects and education-related facilities that exceed $200,000, are
reviewed under AS 14.07.020(a)(11), and are not reimbursed under (n) or (o) of this
section;

(13) subject to (h), (i), ())}(2) - (5), and (p) of this section, and after
projects funded by the tax exempt bonds, notes, or other indebtedness have been
approved by the commissioner, 70 percent of payments made by a municipality during
the fiscal year for the retirement of principal and interest on outstanding tax exempt
bonds, notes, or other indebtedness authorized by the qualified voters of the
municipality on or after June 30, 1999, _but before October 31, 2006, to pay costs of
school construction, additions to schools, and major rehabilitation projects and
education-related  facilities that exceed $200,000, are approved under
AS 14.07.020(a)(11), and are not reimbursed under {n) or (o) of this section;

(14) subject to (h), (i), (G)(2), (3), and (5), and (p) of this section, 60
percent of payments made by a municipality during the fiscal year for the retirement
of principal and interest on outstanding tax exempt bonds, notes, or other indebtedness
authorized by the qualified voters of the municipality on or after June 30, 1999, but
before Qctober 31, 2006, to pay costs of school construction, additions to schools, and
major rehabilitation projects and education-related facilities that exceed $200,000, are
reviewed under AS 14.07.020(a)(11), and are not reimbursed under (n) or (o) of this
section;

(15) subject to (h), (i), G)(2) - (5), and (q) of this section, and after
projects funded by the bonds, notes, or other indebtedness have been approved by the

commissioner, 90 percent of payments made by a municipality during the fiscal year

-7- HCS CSSB 237(FIN)
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1 for the retirement of principal and interest on outstanding bonds, notes, or other

2 indebtedness authorized by the qualified voters of the municipality on or after June 30,

3 1999, but before October 31, 2006, to pay costs of school construction, additions to

4 schools, and major rehabilitation projects and education-related facilities that exceed

5 $200,000, are approved under AS 14.07.020(a)(11), meet the 10 percent participating

6 share requirement for a municipal school district under the former participating

7 share amounts required under AS 14.11.008(b), and are not reimbursed under (n) or

g (o) of this section,

9 (16) subject to (h), (i), and (j)}(2) - (5) of this section, and after projects
10 funded by the tax exempt bonds, notes, or other indebtedness have been approved by
11 the commissioner, 70 percent of payments made by a municipality during the fiscal
12 year for the retirement of principal and interest on outstanding tax exempt bonds,
13 notes, or other indebtedness authorized by the qualified voters of the municipality on
14 or after October 1, 2006, [BUT BEFORE NOVEMBER 30, 2010,) to pay costs of
15 school construction, additions to schools, and major rehabilitation projects and
16 - education-related facilities that exceed $200,000, are approved under
17 AS 14.07.020(a)(11), and are not reimbursed under (o) of this section;

18 (17) subject to (h), (i), and (j}(2), (3), and (5) of this section, 60 percent
19 of payments made by a municipality during the fiscal year for the fetirement of
20 principal and interest on outstanding tax exempt bonds, notes, or other indebtedness
21 authorized by the qualified voters of the municipality on or after October 1, 2006,
22 [BUT BEFORE NOVEMBER 30, 2010,] to pay costs of school construction,
23 additions to schools, and major rehabilitation projects and education-related facilities
24 that exceed $200,000, are reviewed under AS 14.07.020(a)(11), and are not
25 reimbursed under (o) of this section.

26 * Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
27 |i read:

28 RETROACTIVITY. AS 14.11.008(b), as amended by sec. 2 of this Act, applies
29 || retroactively to an appropriation made under AS 37.05.560 or a grant approved under
30 || AS 14.11.008(a) on or after April 1, 2008.

31 * Sec. 6. Section 3 of this Act takes effect July 1, 2012,
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* Sec. 7. Sections 1, 2, 4, and 5 of this Act take effect immediately under AS 01.10.070(c).

9.
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

THIRD JUDICIAL DISTRICT o
WILLIE & SOPHIE KASAYULIE, ) L
et al., ) PILED
} In cn:m&g:u of
inti Supernior n
Piaintiff, i B onn
) WR27 2001
)
Siste of Alasks
STATE OF ALASKA, ) TR tul Dlatrict
Defendant ; at ANCHO!APE
) T
Case No. 3AN-97-03782 CIV
ORDER

The state has moved o reapen the rural school facilities funding order of this court,
citing 2 "mistake of law" made in its prior briefing. Specifically, the state argues that its prior
briefing did not present the court with information about prior appropriations made for rural
school construction and maintenance.

The court has carefully reviewed the supplemental briefing and the exhibits. They show
that the State of Alaska has tfailed to fund the C.I.P. program, to follow the legally established
funding priorities in the projects it did fund, or to allocate available school facility construction
and maintenance funds in a non discriminatory way. The prior findings of this court are well
supported in the record, and reinforced by the new filings. .

Procedure,

The States motion is a Civii R. 60(b) motion premised on a "mistake of taw”. The
State's failure to present a more detailed funding history certainly is not a mistake of law, nor
in the final analysis was it a mistake in tactics.

However. the gravity of the issues involved requires that the litigants have every

opportunity to fully air their claims and defenses, even if it appears superficially to excuse

tactical decisions or legal mistakes. The rules of procedure are designed to do justice, and

justice requires the State to be allowed a reasonable opportunity to test a new defense, 1o use




4733

different counsel, and perhaps even to craft its litigation strategy in a way to satisfy political
pressures. Civ R.94 will be applied to relax the application of Rule 60(b) and Civ.R. 77 (1),
and 10 allow the State its second bite at the apple.

The fundamental facts presented in the new briefing are how much money the State spent
vver the last 20 years or so on rural school facility funding. The State argues that since it spent
hundreds of millions of dollars on rural school facilities, this courts findings of equal protection
and civil rights violations was incorrect.

What this court found was that the systems for school facility funding, the C.I.P. for
rural schools and the bond reimbursement program for disiricts with a tax base, have not been
applied in a sufficiently even handed way to avoid constitutional and federal civil rights
condemnation.

The C.I.P. program was established in 1990. Rural school per capita capital expenditures
for FY 91, 92, 93 and 94, were roughly equal to the bond reimbursed urban expenditures, even
though rural construction and maintenance costs exceed urban by a very large factor. [n the six
fiscal years prior to this court’s order, the legislature chose to fund rural school construction

at $30 or less per student four times, and at zero iwice:

Fiscal Yr. C.l.P Urban
95 -0- 8369
96 30 724
97 389 627
98 24 581
99 1998 1009
00 -0- 556

After this court’s order. the 2000-2001 fiscal year per capita funding for rural schools
juinped to $6,200 versus $476 for urban schools. The State’s brief claims this change was a
result of the court’s order. pressure from the governor, and the good faith of the legislature.

The court has no reason to doubt this, but there remains the flawed dual funding system
that allowed the prior problems. The urban districts get 70% of their funding for schools

reimbursed by the State. The rural districts get whatever the legislature chooses to give them,




4734

The bond reimbursement program is automatic. The rural funding is political, and has been
arbitrary, inadequate and racially discriminatory. Education health and safety of our youth have
sutfered, The dignity of our fellow citizens has sutfered. The respect for public officials has
suffered. The racial divisions in our state are further aggravated.

The media has reported legislators’ comments on this issue: “ir is cheaper to build a
school in Homer than the bush”, “There is only so much money to go around.” These are
ahsolutely true statements, of course - but they illustrate the fundamental legislative mistakes:
We are constitutionally required to provide education on 2 substantially equal basis to all
children, including rural mostly Native children, even if it costs more in the rural areas. As we
spend the money available, we cannot spend it on urban, mostly non Native children first, and
then say there is not enough to go around.

The present dual funding system is constitutionally flawed in form, and application.

Civ.R. 54(h)

Plaintiffs ask the court to enter a final order, and to require specific funding to correct
the prior errors of the legislature. This court does have the power to require remedial action,
within the limitations of separation of power, but would do so only with great reluctance.

The spending of the wealth of Alaska is for the legislature to manage, within the
constitutional and federal limits. Legislation takes time, and school funding is expensive and
complex. This court is not prepared to say the legislature will not, within a reasonable time,
create a constituticnally proper system of funding, nor is this court prepared at this time 1o say
the legislature  will not, in the mean time, provide adequate remedial and ongoing capital

funding for rural schools, in light of the FY 01 appropriation.'

1 This court is, however, concerned that the priorities
established through the legislatively mandated process have not
veen followed even in the FY 01 funding. Urban school districts
chcoose their capital plans, and the reimbursement law carries it
suct. The priority setting by the Department of Education is a
surrogate fcr the rural districts choices. There is no inherent
croblem with this representative arrangement, buc If the priorities
are ignored, it lesaves the rural districcs, and the parents and
mhildren they rapresenc, * cut of the loop," effecrively




What the fegislature creates, and what is developed in the other parts of this litigation,
will result in a comprehensive resolution. It should be done together, and therefore a Civ- R.
54 (b) partial final judgment will not be entered at this time. However, should progress be
ihwarted, or the good faith efforts of the players be successfully challenged, specific orders will

he issued.
+i
DATED this 2/ “day of March, 2001, at Anchorage, Alaska.

John Réegse
Superior Court Judge
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