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ARIZONA STATE SENATE

Forty-ninth Legidlature, First Regular Session

PROGRAM PRESENTATION
School Facilities Board

Background

The establishment of the School Facilities Board (SFB) is the result of legislation
intending to remedy a lawsuit filed against the state by a group of school districts claiming the
state’'s system for school capital funding was unconstitutional. The Arizona Supreme Court held
in Roosevelt v. Bishop, that the existing school capital funding system did not comply with the
general and uniform clause of the Arizona Constitution because of its heavy reliance on local
property taxation, among other factors, directly causing substantial capital disparities among
school districts. Several pieces of legislation were enacted in order to address the ruling and were
rejected by the court as unsatisfactory. Below is the legiglative history and resulting court action:

e Laws 1996, Fifth Special Session, Chapter 8, established the State Board for School
Capital Facilities — Court action: held the new system did not comply with the Roosevelt
ruling, and prohibited the state from funding public schools unless it adopted a
constitutional system by June 30, 1998.

e Laws 1997, First Special Session, Chapter 9, authorized the Assistance to Build
Classrooms Fund (ABC) — Court action: held that ABC falled to meet the ruling’s
constitutional requirements because it continued to cause “substantial disparities between
districts and delegated to the school districts the state's responsibility to maintain
adequate facilities, and failed to provide minimum adequacy standards.”

e Laws 1998, Third Special Session, Chapter 1, established a centralized state school
capital funding system, including a process by which school districts could opt-out of the
state system — Court action: ruled unconstitutional because the financing system itself
"results in systemic, structural differences in the abilities of districts to exceed the state
minimums through local funding." Delayed the lower court mandate to withhold funds to
the public school system until August 15, 1998.

The Legislature addressed the Supreme Court’'s ruling in Laws 1998, Fifth Special
Session, Chapter 1, and adopted Students FIRST (Fair and Immediate Resources for Students
Today), which maintained a number of the maor features of its predecessor, including
establishing a centralized school capital funding system, building adequacy standards, a
mechanism for correcting existing deficiencies, a building renewal formula and a new
construction funding formula. Most notably, in comparison to the previous version, this
legislation eliminated school district opt-out provision and authorized limited bonding for all
school districts to exceed the state mandated minimum adequacy standards. This legidation
satisfied the ruling’s requirements and was implemented, establishing the SFB to oversee the
centralized funding system and other mandates. Initialy exempt from the legidative
appropriations process, the SFB received its funding by annually informing the Treasurer its
requirements. The Treasurer then transferred the required amount to the SFB. Laws 2005,
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Chapter 287, required future funding to be appropriated by the Legisature. The SFB administers
three capital funds and related programs:

Deficiencies Corrections — The SFB was required to adopt rules establishing minimum
school facility adequacy guidelines for existing school facilities and new construction. The
guidelines needed to include the minimum quality and quantity of school buildings, facilities and
equipment necessary and appropriate to enable students to achieve the Arizona academic
standards. The SFB adopted the Minimum Adequacy Guidelines (Guidelines) on November 18,
1999, after which the SFB was then required to conduct a statewide facility assessment. Each
existing school facility was assessed against the Guidelines and if deficiencies were found, the
SFB funded projects to correct those deficiencies from the Deficiencies Corrections Fund. All
deficiencies were to be corrected by June 30, 2006. The state provided a total of $1,316,585,000
(see below for detail) for the Deficiencies Corrections Program, which has now been compl eted.
Currently, districts may apply for funding through an Emergency Deficiencies process if a defect
will cause facilities to drop below the Guidelines.

Building Renewal — The Building Renewal (BR) formula generates funding for school
districts to maintain existing school facilities. Monies may be expended for maor building
renovations and repairs, upgrades to systems in order to maintain or extend the building’s life,
and infrastructure costs. Prohibited uses include: new construction, aesthetic remodeling or
beautification, demolition, soft capital items or routine maintenance. The SFB calculates the
required amount based on data submitted annually by the school districts. The Legislature
amended the statute in 2002, requiring districts to perform routine preventative maintenance,
develop guidelines for such maintenance and alowed up to eight percent of the districts BR
formula amount be utilized for this purpose. The SFB must inspect districts for compliance and
reguire noncompliant districts to use BR monies to bring such facilities into compliance. The BR
formula consists of several factors, taking into account building age, square footage and
replacement cost. Portable buildings are treated differently, but also receive BR funds.
Appropriated as part of the initial funding for the SFB, the BR amount for FY 1998-1999 and FY
1999-2000 were calculated on estimated district data and did not sufficiently fund the full
formula amounts generated using district submitted data. The formula received full funding for
FY 2000-2001. Since that time, BR has not been funded at the formula amount. (See below for
BR formula amounts, funding levels and school district balances.) A lawsuit was filed by school
districts seeking full formula funding for BR; the court ruled that the plaintiff districts were
unable to demonstrate that the lack of funding caused districts to fall below the Guidelines and
did not violate the original ruling as districts had not exhausted all sources of funding. No
funding was provided for FY 2008-2009, instead $20,000,000 was appropriated to fund grants
for BR projects.

New School Facilities — The New School Facilities Fund (Fund) provides monies to
construct new schools to meet the minimum adequacy guidelines. The criteria to determine
district éigibility for monies from the Fund are based on an annual evaluation and approval of
school district enrollment projections and the additional square footage required by the district to
maintain adequacy standards. The SFB distributes monies to school districts based on a formula
with additional monies provided for land purchases. New School Facilities are funded through
state General Fund appropriations but the Legislature has authorized lease-to-own purchasing in
several fiscal years (see below for detail).
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Fiscal Information

Deficiencies Corrections — Funding Breakdown

FY 1999 Appropriation $35,000,000
FY 2000 Appropriation $15,000,000
FY 2000 General Fund Transfer $35,000,000
FY 2001 Appropriation $15,000,000
FY 2001 General Fund Transfer $135,000,000
FY 2003 School Capital Equity Fund Transfer $15,000,000
FY 2003 Qil Overcharge Fund Transfer $8,000,000
FY 2003 School |mprovement Revenue Bond Debt Service Transfer $15,000,000
FY 2005 Appropriation $100,000,000
FY 2006 Appropriation $20,000,000
Proposition 301 Revenue Bonds $835,360,000
K-12 Expendable Endowment Earnings Revenue Bonds $247,225,000
Qualified Zone Academy Bonds $20,000,000
General Fund Reversions (FY 2002 & FY 2003) ($179,000,000)

TOTAL | $1,316,585,000

Data from JLBC Appropriations Reports & SFB

Building Renewal Funding History with School District Expenditure Levels

Aggregate Aggregate
Fiscal Formula Funded District District
Y ear Amount Amount Expenditures Balances
FY 1999 $103,747,800 | $75,000,000 | $16,102,875 | $58,897,126
FY 2000 $108,389,300 | $82,500,000 | $57,867,825 | $81,052,468
FY 2001 $122,725,300 | $122,725,300 | $71,881,925 | $125,638,962
FY 2002 $132,000,000 | $62,065,300 | $81,240,453 | $111,116,730
FY 2003 $137,827,900 | $38,274,100 | $48,594,231 | $106,817,154
FY 2004 $128,800,000 $0 | $43,260,289 | $65,859,619
FY 2005 $134,894,500 | $70,000,000 | $44,332,905 | $89,607,718
FY 2006 $130,080,500 | $70,000,000 | $69,848,317 | $83,832,508
FY 2007 $161,465,300 | $86,283,500 | $80,529,057 | $101,699,704
FY 2008 $190,220,000 | $40,685,800 | $73,732,772 | $76,043,624
FY 2009 $216,511,500 $0 N/A N/A
Data from JLBC Appropriation Reports, S-B & ADE Annual Reports, FY 1999 &
2000 Funded Amounts based on estimates when program was established.
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New School Facilities Funding History

Fiscal General Fund | Lease-to-Own
Y ear Amount Authority
FY 1999 $200,000,000 $0
FY 2000 $200,000,000 $0
FY 2001 $200,000,000 $0
FY 2002 $250,000,000 $0
FY 2003 $0 | $400,000,000
FY 2004 $0 | $250,000,000
FY 2005 $0 | $250,000,000
FY 2006 $250,000,000 $0
FY 2007 $224,000,000 $26,000,000
FY 2008 $44,000,000 | $318,000,000
FY 2009 $0 | $237,000,000
Data from JLBC Appropriations Reports, FY 2009
includes $8 million for FDK space.

FY 2008-2009 Budget Action

Laws 2009, First Specia Session, Chapter 1, reduced the Building Renewal Grant
amount by $13,000,000 leaving $7,000,000 remaining for FY 2008-2009.

Committee Activity

The Committee on Education Accountability & Reform heard presentations on the SFB
by Joint Legidative Budget Committee (JLBC) staff, the Executive Director of the SFB and
Arizona Tax Research Association (ATRA) staff and took public testimony. The topics
discussed were:

e Judicial and legislative history

e Theagency’s statutory responsibilities
e Building Renewal

e New Construction

Attachments
Handouts outlining the presentations from JLBC staff, SFB staff and ATRA staff.
Prepared by Senate Research

February 16, 2009
SM/jas




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


