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Presenter
Presentation Notes
School district compensation and levies are linked.


Basic

Education

Washington State Constitution
provides: “Itis the paramount duty
of the state to make ample provision
for the education of all children
residing within its borders. . "

The Supreme Court has interpreted
this to mean that the Legislature
must define an instructional
program of basic education for
public schools and amply fund it
from a regular and dependable
source.
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We will be talking today about basic education and the role of the state and the local school districts.

We start with the provision in the Constitution that provides. . . 

There have been a handful of Supreme Court cases that have interpreted this provision of the Constitution, the first was in 1978.  That decision is known as the Doran decision.

All of the Supreme Court decisions regarding this provision in the Constitution, from the first Doran decision in 1978 to the most recent, which is the McCleary decision, have consistently provided the same specific guidance:  

The Legislature must define an instructional program of basic education and amply fund it from a regular and dependable source.  

And that this duty is the paramount, meaning that it is superior in rank and above all others.

That ample funding is Fully, sufficient, and considerably more than just adequate. 

I’m going to talk a little more about what guidance the Court has provided about what is and is not regular and dependable and the role of local levies compared to education funding provided by the state.

The Doran decision in 1978  declared that the State’s funding system—and specifically its overreliance on local school districts levies—was unconstitutional.
The Doran decision and subsequent decisions have reaffirmed that interpretation
Funding the basic education program includes the requirement that funding “be accomplished by means of dependable and regular funding sources.
Reliance on local school district levy funding is unconstitutional because local levies are not a regular and dependable funding source 

The Court explained that levies are not a regular and dependable for three reasons
levies are temporary and 
subject to approval by the voters
Also because they are too variable because as levies depend on the assessed valuation of taxable real property at the local level.  So This latter justification
implicates both the equity and the adequacy of the K-12 funding system

The WA Supreme Court has consistently provided guidance to the Legislature that levies may only be used for enrichment activities outside of the definition of basic education.

At the time of the Doran decision the reliance on levies to fund local maintenance and operations budgets had ballooned
from 6.8 percent of districts’ total budgets in 1960 to 25.6 percent in 1974.  
In a minute Lorrell will be showing you a graphic that shows the history of how the Legislature has addressed the use of levies by school districts and its impact on that use.






Washington
Supreme

Court
Guidance

Reliance on local school district levy
for funding basic education is
unconstitutional because local levies
are not a regular and dependable
funding source:

Olevies are temporary

OSubject to approval by the
voters

OToo variable

Local levy funding may only be used
for enrichment activities outside of
the definition of basic education.
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The Court has found, in more than one case, that funding the basic education program includes the requirement that funding “be accomplished by means of dependable and regular funding sources.

The Doran decision in 1978  declared that the State’s funding system—and specifically its overreliance on local school districts levies—was unconstitutional.
Subsequent decisions have reaffirmed that interpretation

The Court has explained that reliance on local school district levy funding is unconstitutional because local levies are not a regular and dependable funding source 

The Court explained that levies are not a regular and dependable for three reasons
levies are temporary and 
subject to approval by the voters
Also because they are too variable since districts with high property values to be able to raise more levy dollars than districts with low property values. Conversely, property-poor districts, even if they maximize their local levy capacity, will often fall short of funding a constitutionally adequate education.  This affects the equity of a statewide system when there is over-reliance on local levies to fund basic education and the Court has used the over-reliance to find that the State is not amply funding basic education

The second bullet on this slide shows the consistent guidance to the Legislature by the State Supreme Court that local levies have a role in funding education but that role is use only for enrichment activities outside of the definition of basic education.




- Excess general fund levies are
one- to four-year levies used for
day-to-day operations of the
school. Such levies are also known

School as “maintenance and operation”
District (M&O) levies.
Levies - Current law allows school districts

to levy 28% of school district
revenues received from state and
federal sources.

- Levy revenue cannot be used for
the program of basic education.
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Such local levies are sometimes called “excess levies” because the levy is in excess of the statutory 1 percent limit on property tax. 

This presentation will focus on the General Fund or M&O levy.

Excess general fund levies are one- to four-year levies used for day-to-day operations of the school. Such levies are also known as “maintenance and operation” (M&O) levies.

Debt service fund levies are multi-year levies used to pay principal and interest on general obligation bonds sold to finance school construction and remodeling. Voter approval of a bond issue authorizes the sale of bonds and the levy of taxes over the life of the bonds, which is often 15 to 30 years. Tax revenues are deposited in the debt service fund.

Transportation vehicle fund levies are one- or two-year levies used to pay for school buses or other school transportation needs.

Capital project fund levies are one- to six-year levies used to pay for school construction or remodeling.  

School districts may run a levy for a particular fund only two times in a calendar year.  Unsuccessful levies may be resubmitted in subsequent years.
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The state school levy provides about a quarter of the money in the General Fund that the state spends on public schools. In addition, revenues from the sales tax, business and occupation tax, real estate excise tax, and other sources support public schools.  

The state school levy as we know it today was enacted in 1975. 
Prior to 1975, property owners paid a local regular school levy of $3.60 per $1,000. The local regular levy was replaced by the regular state levy and state aid was increased to replace the lost local revenue. Over the following few years, the state moved to fully fund basic education from the state General Fund. 
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fiin B Since the early 1980's, property taxes for
"""""""" schools (state & local) has averaged about 55%.
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Over time, the
Legislature
has modified
the current
school district

levy system to
expand
district’s levy
authority.

- Levy Lid act of 1977

- Capped funding at 20% of school district’s
state’s basic education allocation.

- Amendments to the Levy Lid Act of 1977

- Allowed for the grandfathering of school
districts with higher levy authority.

- Expanded revenue base to include state
categorical funds, federal funds, and state
block grants.

- Added a per pupil inflator.

- Allowed for the temporary ghost
calculation of unfunded I-732 and I-728 .

* Increased levy lid from 10% to 24%.
Current rate has been temporarily lifted to
28% and will expire in 2028. This is the so
called “levy cliff.”
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In 1981, the Legislature modified the grandfather provision in the levy lid law. The 1981 amendments temporarily froze the levy amounts for 1983 collections at the 1982 level and provided for a gradual seven-step phase out of grandfathered levy authority percentage from 1984 to 1990, at which time all M&O levies would be limited to 10 percent of the prior year’s state and local funding. 

In 1985, the Legislature once again revised the timetable for phasing out grandfathered levy authority. Levy lid percentages were temporarily frozen at 1985 levels for 1986 through 1988 collection and a five-year phase out was implemented beginning in 1989 and ending in 1993, when all districts would be at 10 percent. 

In 1987, the Legislature modified the levy lid for 1988 collections and thereafter by: 
Expanding the levy base to include selected federal revenues and state block grant revenues. 
Expanding the levy base by multiplying the prior school year’s revenue in the levy base by the percentage increase in state basic education allocations per pupil between the prior and current school years. 
Increasing all districts’ levy authority percentage to at least 20 percent of their levy base. 
Changing the reduction of grandfathered levy authority for those districts with levy authority percentages over 20 percent from a five-year phase out of levy authority to 10 percent to having levy authority reduction occur only when the Legislature provides increases in state funding known as “levy reduction funds.” 
Implementing a new program providing state matching money known as “local effort assistance” for M&O levies in eligible school districts beginning with 1989 levy collections. 
Reducing school district levy authority by the maximum possible amount of a school district’s local effort assistance for the school year effective with 1989 levy collections. 

In 1988, the Legislature revised the meaning of levy reduction funds effective with 1989 levy collections. 

In 1992, the Legislature expanded the levy base for levies collected in 1993 and thereafter by dividing the percentage increase in state basic education allocations per pupil by 55 percent. 
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In SY 13-14, 55% of levy/LEA dollars were spent

on additional staff and additional salaries

Program and Expenditure Purpose Levy Funds Expended
(Levy, LEA, Misc. Revenue) $'s in Millions
Add’l Classified Salaries $278.60 9.70%
Add’l Administrative Salaries $255.90 8.90%
Add’| Classified Staff $196.70 6.80% [ 5570
Add’l Instructional Staff $187.60 6.50%
Add’l Instructional Salaries $677.70 23.50%
MSOC $473.00 16.40%
State Special Education $251.10 8.70%
Pupil Transportation $112.50 3.90%
Extracurricular/Community $99.50  3.40%
Child Nutrition $13.90 0.50%
Other* $339.60 11.80%
Total $2,886.10 100.00%

*Other are all expenditures above state allocation not attributed to above categories or identified on the F196.
Source: 2013-14 F196, Final 2013-14 S275, and Final 2013-14 Apportionment; Total dollars are expenditures above state allocation.
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Since the school year shown in this graph…you have increased the pupil transportation by $108M, MSOC by $280M, and staffing allocations by $316M per school year. = $704M each year


School District Levy Authority will drop

by $260M in 2018.
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For CY 2015, school districts are expected to receive $2.3B of revenue from the available $2.9B of Levy Authority.


School districts local levy authority is expected to drop by $260M in CY 2018. If the current voter approved levies were assumed to continue in 2018 at the save level the estimated loss of local dollars to school districts is $116M.  

This loss in authority would be offset by the additional $1.2 B of state revenues provided by SHB 2776 (estimated for SY 2018).  $480M for MSOC and $726 for ADK and K-3 Class Size reduction






STATE LEVY RATE
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How much new revenue could be provided by increasing the state levy?
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