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HOUSE BI LL 1772

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on
By Representative Anderson

Read first tine 02/ 04/ 2005. Referred to Comm ttee on Educati on.

AN ACT Relating to revising school funding by standardi zing |evy
formul as and sal ary schedul es; anendi ng RCW 28A. 400. 205, 28A. 500. 020,
28A. 500. 020, 28A.500. 030, 84.52.0531, 84.52.0531, and 67.70.240; adding
new sections to chapter 28A 500 RCW providing effective dates;
provi di ng an expiration date; and declaring an emnergency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW 28A 400.205 and 2003 1st sp.s. ¢ 20 s 1 are each
anmended to read as foll ows:

(1) School district enployees shall be provided an annual salary
cost-of-living increase in accordance with this section.

(a) The cost-of-living increase shall be cal cul ated by applying the
rate of the yearly increase in the cost-of-living index to any state-
funded salary base used in state funding forrmulas for teachers and
ot her school district enployees. Beginning with the 2001-02 schoo
year, and for each subsequent school year, except for the 2003-04 and
2004- 05 school years, each school district shall be provided a cost-of-
living allocation sufficient to grant this cost-of-living increase,
except as provided in subsection (3) of this section.
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(b) A school district shall distribute 1its cost-of-living
allocation for salaries and salary-related benefits in accordance with
the district's salary schedules, collective bargai ning agreenents, and
conpensation policies. No later than the end of the school year, each
school district shall certify to the superintendent of public
instruction that it has spent funds provided for <cost-of-living
i ncreases on salaries and sal ary-rel ated benefits.

(c) Any funded cost-of-living increase shall be included in the
salary base used to determne cost-of-living increases for schoo
enpl oyees in subsequent years, except as provided in subsection (3) of

this section. For teachers and other certificated instructional staff,
the rate of the annual cost-of-living increase funded for certificated
instructional staff shall be applied to the base salary used with the
statew de salary allocation schedul e established under RCW 28A. 150. 410
and to any other salary nodels used to recognize school district
personnel costs.

(2) For the purposes of this section, "cost-of-living index" neans,
for any school year, the previous calendar year's annual average
consuner price index, using the official current base, conpiled by the
bureau of |abor statistics, United States departnent of |abor for the
state of Washington. |[|f the bureau of |abor statistics devel ops nore
than one consuner price index for areas within the state, the index
covering the greatest nunber of people, covering areas exclusively
within the boundaries of the state, and including all itens shall be
used for the cost-of-living index in this section.

(3) For districts that have historically received teacher salary
allocations in excess of the statewi de salary schedule included in the

appropriations act pursuant to RCW28A. 150.410, the leqislature shal
decline to provide a cost-of-living increase allocation, or shall
provide a cost-of-living increase allocation at a lower rate than
otherwi se required by this section, in order to bring these districts

general apportionnent allocations down to or closer to the statew de
sal ary schedul e.

Sec. 2. RCW28A. 500.020 and 2004 ¢ 21 s 1 are each anmended to read
as follows:

(1) Unless the context clearly requires otherw se, the definitions
in this section apply throughout this chapter.
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(a) "Prior tax <collection year" neans the year immediately
preceding the year in which the local effort assistance shall be
al | ocat ed.

(b) "Statew de average ((twelve)) fifteen percent |levy rate" neans
((twelve)) fifteen percent of the total |evy bases as defined in RCW
84.52.0531 (3) and (4) summed for all school districts, and divided by
the total assessed valuation for excess |levy purposes in the prior tax
collection year for all districts as adjusted to one hundred percent by
the county indicated ratio established in RCW 84. 48. 075.

(c) The "district's ((twelve)) fifteen percent |evy amount” neans
the school district's maximum |l evy authority after transfers determ ned
under RCW 84.52.0531(2) (a) through (c) divided by ((the—distriet——s

b f : )) thirty

percent nmultiplied by ((t+wehlve)) fifteen percent.

(d) The "district's ((twelve)) fifteen percent levy rate" neans the
district's ((twelve)) fifteen percent |evy anount divided by the
district's assessed valuation for excess |evy purposes for the prior
tax collection year as adjusted to one hundred percent by the county
i ndi cated rati o.

(e) "Districts eligible for local effort assistance" neans those
districts with a ((twelve)) fifteen percent levy rate that exceeds the
statewi de average ((twelve)) fifteen percent levy rate.

(2) Unless otherwi se stated all rates, percents, and anmounts are
for the calendar year for which local effort assistance is being
cal cul at ed under this chapter.

Sec. 3. RCW 28A.500.020 and 1999 c 317 s 2 are each anended to
read as foll ows:

(1) Unless the context clearly requires otherwi se, the definitions
in this section apply throughout this chapter.

(a) "Prior tax <collection year" neans the year immediately
preceding the year in which the local effort assistance shall be
al | ocat ed.

(b) "Statew de average ((twelve)) fifteen percent |levy rate" neans
((twelve)) fifteen percent of the total levy bases as defined in RCW
84.52.0531(3) sumred for all school districts, and divided by the total
assessed val uation for excess |levy purposes in the prior tax collection
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year for all districts as adjusted to one hundred percent by the county
indicated rati o established in RCW 84. 48. 075.

(c) The "district's ((twelve)) fifteen percent |evy amount” neans
the school district's maximum |l evy authority after transfers determ ned
under RCW 84.52.0531(2) (a) through (c) divided by ((t+he—distriet s

b i )) thirty

percent nmultiplied by ((t+wehlve)) fifteen percent.

(d) The "district's ((twelve)) fifteen percent levy rate" neans the
district's ((t+welve)) fifteen percent |evy anount divided by the
district's assessed valuation for excess |evy purposes for the prior
tax collection year as adjusted to one hundred percent by the county
i ndi cated rati o.

(e) "Districts eligible for local effort assistance" neans those
districts with a ((twelve)) fifteen percent levy rate that exceeds the
statewi de average ((twelve)) fifteen percent levy rate.

(2) Unless otherwi se stated all rates, percents, and anmounts are
for the calendar year for which local effort assistance is being
cal cul at ed under this chapter.

Sec. 4. RCW 28A.500.030 and 2003 1st sp.s. ¢ 25 s 912 are each
anmended to read as foll ows:

Al l ocation of state matching funds to eligible districts for |ocal
effort assistance shall be determ ned as foll ows:

(1) Funds raised by the district through mai ntenance and operation
| evies shall be matched with state funds using the follow ng ratio of
state funds to |l evy funds:

(a) The difference between the district's ((twelve)) fifteen
percent levy rate and the statew de average ((twelve)) fifteen percent
levy rate; to

(b) The statew de average ((twelve)) fifteen percent |levy rate.

(2) The maxi mum anmount of state matching funds for districts
eligible for local effort assistance shall be the district's ((twelve))
fifteen percent levy amount, nultiplied by the foll ow ng percentage:

(a) The difference between the district's ((twelve)) fifteen
percent levy rate and the statew de average ((twelve)) fifteen percent
| evy rate; divided by

(b) The district's ((twelve)) fifteen percent levy rate.
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(3) Calendar year 2003 allocations and maxi mum eligibility under
this chapter shall be multiplied by 0.99.

(4) From January 1, 2004, to June 30, 2005, allocations and maxi mum
eligibility under this chapter shall be multiplied by 0.937.

Sec. 5. RCWB84.52.0531 and 2004 ¢ 21 s 2 are each anended to read
as follows:

The maxi mum dol | ar anpbunt which nay be |levied by or for any school
district for nmai ntenance and operation support under the provisions of
RCW 84. 52. 053 shall be determ ned as foll ows:

(1) For excess levies for collection in calendar year 1997, the
maxi mum dol Il ar ampunt shall be calculated pursuant to the |aws and
rules in effect in Novenber 1996.

(2) For excess levies for collection in cal endar year ((3998)) 2006
and thereafter, the maxi num dol | ar anount shall be the sumof (a) plus
or mnus (b) and (c) of this subsection mnus (d) of this subsection:

(a) The district's |evy base as defined in subsections (3) and (4)
of this section nmultiplied by the district's maxi num | evy percentage as
defined in subsection (5) of this section;

(b) For districts in a high/nonhigh relationship, the high school
district's maxi num | evy anount shall be reduced and the nonhi gh school
district's maxi mum | evy anount shall be increased by an anmount equal to
the estimated anount of the nonhigh paynent due to the high school
di strict under RCW 28A.545.030(3) and 28A.545.050 for the school year
comenci ng the year of the |evy;

(c) For districts in an interdistrict cooperative agreenent, the
nonr esi dent school district's maxi num | evy anount shall be reduced and
the resident school district's maxi num | evy anount shall be increased
by an anmount equal to the per pupil basic education allocation included
in the nonresident district's |levy base under subsection (3) of this
section multiplied by:

(1) The nunber of full-tinme equivalent students served from the
resident district in the prior school year; multiplied by:

(1i) The serving district's maxinmum |evy percentage determ ned
under subsection (5) of this section; increased by:

(ti1) The percent increase per full-time equivalent student as
stated in the state basic education appropriation section of the
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bi enni al budget between the prior school year and the current schoo
year divided by fifty-five percent;

(d) The district's maxi mum | evy anount shall be reduced by the
maxi mum anount of state matching funds for which the district is
el i gi bl e under RCW 28A. 500. 010.

(3) For excess levies for collection in cal endar year ((2605)) 2006
and thereafter, a district's |levy base shall be the sum of allocations
in (a) through (c) of this subsection received by the district for the
prior school year and the anmounts determ ned under subsection (4) of
this section, including allocations for conpensation increases, plus
the sum of such allocations multiplied by the percent increase per full
time equivalent student as stated in the state basic education
appropriation section of the biennial budget between the prior school
year and the current school year and divided by fifty-five percent. A
district's levy base shall not include |ocal school district property
tax levies or other |ocal revenues, or state and federal allocations
not identified in (a) through (c) of this subsection.

(a) The district's basic education allocation as determ ned
pursuant to RCW 28A. 150. 250, 28A. 150. 260, and 28A. 150. 350;

(b) State and federal categorical allocations for the follow ng
progr amns:

(1) Pupil transportation;

(i1) Special education;

(ii1) Education of highly capabl e students;

(iv) Conpensatory education, including but not limted to | earning
assi stance, mgrant education, Indian education, refugee prograns, and
bi | i ngual educati on;

(v) Food services; and

(vi) Statew de bl ock grant prograns; and

(c) Any other federal allocations for elenmentary and secondary
school prograns, including direct grants, other than federal inpact aid
funds and allocations in lieu of taxes.

(4) For levy collections in calendar years 2005 through 2007, in
addition to the allocations included under subsection (3)(a) through
(c) of this section, a district's levy base shall also include the
fol | ow ng:

(a) The difference between the allocation the district would have
received in the current school year had RCW 84.52. 068 not been anended

HB 1772 p. 6
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by chapter 19, Laws of 2003 1st sp. sess. and the allocation the
district received in the current school year pursuant to RCW 84.52. 068.
The office of the superintendent of public instruction shall offset the
anount added to a district's levy base pursuant to this subsection
(4)(a) by any additional per student allocations included in a
district's |levy base pursuant to the enactnent of an initiative to the
peopl e subsequent to June 10, 2004; and
(b) The difference between the allocations the district would have
recei ved the prior school year had RCW 28A. 400. 205 not been anended by
chapter 20, Laws of 2003 1st sp. sess. and the allocations the district
actually received the prior school year pursuant to RCW 28A. 400. 205.
The office of the superintendent of public instruction shall offset the
anount added to a district's |levy base pursuant to this subsection
(4)(b) by any additional salary increase allocations included in a
district's |levy base pursuant to the enactnent of an initiative to the
peopl e subsequent to June 10, 2004.
(5) A district's maximum | evy percentage shall be ((+wenrty—two))
thirty percent ((in 1998 and twenty-four percent in 1999 and every year
I : ; Lus. : L r . | I £ ap I
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counties)).

((6H)) (6) For the purposes of this section, "prior school year™
means the nost recent school year conpleted prior to the year in which
the levies are to be coll ected.

((68))) (7) For the purposes of this section, "current school year"
means the year immediately follow ng the prior school year.

((69Y)) (8) Funds collected from transportation vehicle fund tax
| evies shall not be subject to the levy limtations in this section.

((283)) (9) The superintendent of public instruction shall devel op
rul es and regul ations and i nform school districts of the pertinent data
necessary to carry out the provisions of this section.

Sec. 6. RCWB84.52.0531 and 1997 ¢ 259 s 2 are each anended to read
as follows:

The maxi mum dol | ar anpbunt which nay be levied by or for any school
district for nmai ntenance and operation support under the provisions of
RCW 84. 52. 053 shall be determ ned as foll ows:

(1) For excess levies for collection in calendar year 1997, the
maxi mum dol I ar amount shall be calculated pursuant to the |aws and
rules in effect in Novenber 1996.

(2) For excess levies for collection in cal endar year ((2998)) 2006
and thereafter, the maxi num dollar anount shall be the sumof (a) plus
or mnus (b) and (c) of this subsection mnus (d) of this subsection:

(a) The district's |levy base as defined in subsection (3) of this
section nultiplied by the district's maxi num | evy percentage as defi ned
i n subsection (4) of this section;

(b) For districts in a high/nonhigh relationship, the high school
district's maxi num | evy anount shall be reduced and the nonhi gh school
district's maxi mnum | evy anount shall be increased by an amount equal to
the estimated anount of the nonhigh paynent due to the high school
di strict under RCW 28A. 545.030(3) and 28A. 545. 050 for the school year
commenci ng the year of the |evy;
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(c) For districts in an interdistrict cooperative agreenent, the
nonr esi dent school district's maxi num | evy anmount shall be reduced and
the resident school district's maxi num | evy anount shall be increased
by an anmount equal to the per pupil basic education allocation included
in the nonresident district's |evy base under subsection (3) of this
section multiplied by:

(1) The nunber of full-tinme equivalent students served from the
resident district in the prior school year; multiplied by:

(1i) The serving district's maximum |evy percentage determ ned
under subsection (4) of this section; increased by:

(ti1) The percent increase per full-time equivalent student as
stated in the state basic education appropriation section of the
bi enni al budget between the prior school year and the current schoo
year divided by fifty-five percent;

(d) The district's maxi mum | evy anmount shall be reduced by the
maxi mum anount of state matching funds for which the district is
el i gi bl e under RCW 28A. 500. 010.

(3) For excess levies for collection in cal endar year ((4998)) 2006
and thereafter, a district's |levy base shall be the sum of allocations
in (a) through (c) of this subsection received by the district for the
prior school year, including allocations for conpensation increases,
pl us the sum of such allocations nmultiplied by the percent increase per
full time equivalent student as stated in the state basic education
appropriation section of the biennial budget between the prior school
year and the current school year and divided by fifty-five percent. A
district's levy base shall not include |ocal school district property
tax levies or other |ocal revenues, or state and federal allocations
not identified in (a) through (c) of this subsection.

(a) The district's basic education allocation as determ ned
pursuant to RCW 28A. 150. 250, 28A. 150. 260, and 28A. 150. 350;

(b) State and federal categorical allocations for the follow ng
progr amns:

(1) Pupil transportation;

(i1) Special education;

(ii1) Education of highly capabl e students;

(1v) Conpensatory education, including but not limted to | earning
assi stance, mgrant education, Indian education, refugee prograns, and
bi | i ngual educati on;

p. 9 HB 1772
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(v) Food services; and

(vi) Statew de bl ock grant prograns; and

(c) Any other federal allocations for elenmentary and secondary
school programs, including direct grants, other than federal inpact aid
funds and allocations in |ieu of taxes.

(4) A district's maxi mum | evy percentage shall be ((+wenrty—two))
thirty percent ((in 1998 and twenty-four percent in 1999 and every year

I : ; Lus. : g ' . | I 15 apl I

oy (i) et thi : Lon)).

(5) "Levy reduction funds" shall nean increases in state funds from
the prior school year for prograns included under subsection (3) of
this section: (a) That are not attributable to enroll ment changes,
conpensation increases, or inflationary adjustnents; and (b) that are
or were specifically identified as levy reduction funds in the
appropriations act. |If levy reduction funds are dependent on fornula
factors which would not be finalized until after the start of the
current school year, the superintendent of public instruction shall
estimate the total anmount of |evy reduction funds by using prior school
year data in place of current school year data. Levy reduction funds
shall not include noneys received by school districts fromcities or
counti es.

(6) For the purposes of this section, "prior school year" neans the
nost recent school year conpleted prior to the year in which the |evies
are to be collected.

HB 1772 p. 10
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(7) For the purposes of this section, "current school year" neans
the year immedi ately follow ng the prior school year

(8) Funds collected from transportation vehicle fund tax |evies
shall not be subject to the levy limtations in this section.

(9) The superintendent of public instruction shall develop rules
and regulations and inform school districts of the pertinent data
necessary to carry out the provisions of this section.

NEW SECTION. Sec. 7. A new section is added to chapter 28A. 500
RCWto read as foll ows:

(1) It is the intent of the legislature to mtigate the initial
i npact of chapter . . ., Laws of 2005 (this act) by providing a one-
time hold harm ess allocation. The calculation of the hold harm ess
al l ocation as provided in subsection (2) of this section is equivalent
to providing a declining hold harm ess allocation over a six-year
peri od.

(2) If the provisions of chapter . . ., Laws of 2005 (this act)
result in a net change to a district's excess |levy revenue and |oca
effort assistance allocation in cal endar year 2006 plus sal ary increase
al l ocations in school year 2006-07 that is negative, the district shall
receive a hold harm ess allocation. The hold harm ess allocation shal
be two and one-half times the follow ng anount: (a) The difference
bet ween the anount of |evy revenue the district would have received in
cal endar year 2006 had the chapter . . ., Laws of 2005 (this act)
amendnents to RCW 84.52.0531 not been enacted, and the anount the
district wll receive in calendar year 2006 under the chapter . . .,
Laws of 2005 (this act) anmendnents to RCW 84.52.0531; plus (b) the
di fference between the anmpbunt of |ocal effort assistance the district
woul d have received in cal endar year 2006 had the chapter . . ., Laws
of 2005 (this act) anmendnents to RCW 28A.500.020 and 28A.500.030 not
been enacted, and the anmount the district wll receive in cal endar year
2006 under the chapter . . ., Laws of 2005 (this act) amendnents to RCW
28A. 500. 020 and 28A.500.030; plus (c) the difference between the anpount
the district would have received in salary increase allocations in
school year 2005-06 had the chapter . . ., Laws of 2005 (this act)
anmendnents to RCW 28A. 400. 205 not been enacted, and the anmount of |evy
revenue the district wll receive in school year 2005-06 under the
chapter . . ., Laws of 2005 (this act) anmendnents to RCW 28A. 400. 205.

p. 11 HB 1772
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Sec. 8. RCW67.70.240 and 2001 ¢ 3 s 4 are each anended to read as
fol | ows:

The noneys in the state lottery account shall be used only:

(1) For the paynent of prizes to the holders of winning lottery
tickets or shares;

(2) For purposes of nmaking deposits into the reserve account
created by RCW 67.70.250 and into the lottery adm nistrative account
created by RCW67. 70. 260;

(3) For purposes of making deposits into the education construction
fund and student achievenent fund created in RCW43.135.045. For the
transition period fromJuly 1, 2001, until and including June 30, 2002,
fifty percent of the noneys not otherw se obligated under this section
shall be placed in the student achievenment fund and fifty percent of
t hese noneys shall be placed in the education construction fund. On
and after July 1, 2002, until June 30, 2004, seventy-five percent of
these noneys shall be placed in the student achievenent fund and
twenty-five percent shall be placed in the education construction fund.
On and after July 1, 2004, all deposits not otherw se obligated under
this section shall be placed in the education construction fund.
Moneys in the state lottery account deposited in the education
construction fund and the student achievenment fund are included in
"general state revenues" under RCW 39.42.070;

(4) For distribution to a county for the purpose of paying the
principal and interest paynents on bonds issued by the county to
construct a baseball stadium as defined in RCW82.14.0485, including
reasonably necessary preconstruction costs. Three mllion dollars
shall be distributed under this subsection during cal endar year 1996.
During subsequent years, such distributions shall equal the prior
year's distributions increased by four percent. Di stributions under
this subsection shall cease when the bonds issued for the construction
of the baseball stadium are retired, but not nore than twenty years
after the tax under RCW 82.14.0485 is first inposed,

(5) For distribution to the stadium and exhi bition center account,
created in RCW 43.99N. 060. Subject to the <conditions of RCW
43.99N. 070, six mllion dollars shall be distributed under this
subsection during the cal endar year 1998. During subsequent years,
such distribution shall equal the prior year's distributions increased
by four percent. No distribution may be made under this subsection

HB 1772 p. 12
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after Decenber 31, 1999, unless the conditions for issuance of the
bonds under RCW 43.99N. 020(2) are net. Distributions under this
subsection shall cease when the bonds are retired, but not later than
Decenber 31, 2020;

(6) For the purchase and pronotion of |ottery ganes and gane-
rel ated services; ((and))

(7) For the paynment of agent conpensation; and

(8) For the one-tine allocation to school districts authorized by
section 7 of this act.

The office of financial managenent shall require the allotnent of
all expenses paid from the account and shall report to the ways and
means commttees of the senate and house of representatives any changes
in the allotnents.

NEW SECTION. Sec. 9. A new section is added to chapter 28A. 500
RCWto read as foll ows:

The state auditor shall nonitor conpliance with chapter ..., Laws
of 2005 (this act).

NEW SECTION. Sec. 10. Section 1 of this act is necessary for the
i mredi ate preservation of the public peace, health, or safety, or
support of the state governnent and its existing public institutions,
and takes effect imedi ately.

NEW SECTION. Sec. 11. Sections 2, 4, and 5 of this act take
ef fect January 1, 2006.

NEW SECTION. Sec. 12. Sections 3 and 6 of this act take effect
January 1, 2008.

NEW SECTION. Sec. 13. Sections 2 and 5 of this act expire January
1, 2008.

~-- END ---
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