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

KETCHIKAN GATEWAY BOROUGH, an
Alaska municipal corporation and political
subdivision; AGNES MORAN, an individual.
on her own behalf and on behalf of her minor
son; JOHN COSS, a minor; JOHN Case No. 1KE-14-00016C1
HARRINGTON, an individual; and DAVID
SPOKELY, an individual;

Plaintiffs,
FILED In the Trial Cebu‘;\‘
" State of Alaska First Sisteias \
mt Wetchikan l
STATE OF ALASKA:; MICHAEL HANLEY, H:B 5 6 ?Eﬁ% ‘
COMMISSIONER OIF ALASKA Pt ‘ |
DEPARTMENT OF EDUCATION AND Oerk of the Teial Cengiis
EARLY DEVELOPMENT, in his official e DI
capacity; L J— l
Defendants.

}

PLAINTIFFS’ MOTION AND MEMORANDUM IN SUPPORT OF MOTION |
i
|

FOR SUMMARY JUDGMENT

Plaintiffs Ketchikan Gateway Borough (“Borough™), Agnes Moran, fohn Coss.
John Harrington. and David Spokely (collectively “Plamtiffs™), by and through their

)
<

counsel of record, move for summary judgment as set [orth below.

I INTRODUCTION
The State of Alaska (“State™) has a constitutional duty 1o “establish and maintain a

system of public schools open to all children of the State . .. “This constitutional
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mandate for pervasive state authority in the field of education could not be more clear.”™
The State, however, has abdicated this duty by unconstitutionally requiring the Borough
to fund the Ketchikan Gateway Borough School District (“KGB School District™) with an
annual required local contribution ("RLC™). The Court should therefore grant Plaintiffs’
motion for summary judgment and enter a declaratory judgment that the RLC violates
three provisions of the Alaska Constitution. fLongstanding Alaska Supreme Court
(“Supreme Court™) case law clearly establishes that the RLC violates Article IX, Section
7 of the Alaska Constitution (the “Anti-Dedication Clause”) because the RLC is a source
of public revenue that the State compels the Borough to provide to the KGB School
District, thus dedicating it to a particular purpose. Furthermore, because the RLC
operates in a manner that is never subject to legislative appropriation or the Governor’s
veto, it also violates Article IX, Section 13 (the “Legislative Appropriation Clause™) and
Article II, Section 15 (the “Governor’s Veto Clause™) of the Alaska Constitution,
Additionally, because the RLC is unconstitutional. the Court should enjoin Defendants
from assessing the RLC and punishing the Borough for refusing to pay the RL.C, and
require Defendants to fund the Basic Need provided for in AS 14.17.410 of the Ketchikan
Gateway Borough Schooel District notwithstanding the absence of future RLCs. Finally,
the Court should order a refund ol the 2014 RLC paid under protest in accordance with

the doctrines of assumpsit and/or restitution.

* Macauley v. Hildebrand, 491 P.2d 120, 122 (Alaska 1971); Matanuska-Susitna

Borough School Dist. v. State, 931 P.2d 391 (Alaska 1997); Municipality of Anchorage v.
Repasky, 34 P.3d 302 (Alaska 2001);
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.  FACTUAL BACKGROUND

A. The parties

The Borough is a second-class borough and general-law municipality. The
individual plaintiffs are residents of the Borough. They pay property and sales taxes to
the Borough. One individual plaintift is currently a student at Schoenbar Middie School
which is operated by the KGB School District. Another individual plaintiff s an elected
Borough assembly member and the mother of the student.

Defendants are the State and Michael Hanley, the Commissioner of the
Department of Education and Early Development (“DEED”). DEED is responsible for
enforcing the statutory scheme at issue in this litigation.?

B. The statutory scheme for school district funding

The basic unit of school administration in Alaska is the school district.” State
funding for operation of school districts depends on whether the schools within the
school district are located within an organized borough, a home-tule or first-class city
that is outside an organized borough, or a regional educational attendance area
(“REAA™. The REAAs are educational service areas established for the sole purpose of

. . ce . 6
administering schools within an area of the unorganized borough.

® See AS 14.07.020(1) (DEED exercises general supervision over the public schools of
the State); AS 14.07.070 (withholding of state funds from school districts that fail to

comply with school laws of the State and regulations of DEED); AS 14.17.410(d) (state
aid may not be provided 1o a city or borough school district if RLC has not been made).

Y AS 14.12.010.

S AS 14.12.010(1) - (3).

° AS 14.08.031(a).
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Alaska currently has (ifty-three school districts.” Each of Alaska’s nineteen

. . . Lo o1 VLTI
orgamzed boroughs constitutes a boerough school district (“Borough District™).

Fach of
Alaska’s fifteen home-rule and first-class cities within the unorganized borough
constitutes a city schoot district (“City District™).” Borough and City Districts are
referred to collectively herein as “Municipal Districts.” The remaining nineteen school
districts are within the portion of the unorganized borough exclusive of City Districts.'”
These school districts are divided into State-created REAAs."!

The current State scheme for providing operating funds for education uses a
specified education fund which consists of those funds appropriated by the Alaska State
Legislature (“Legislature™) for distribution to school districts, the State boarding school,
centralized correspondence study, and pupil transportation.'”” Whether a Municipal
District or an REAA, each school district is entitled to be funded adequately according to
its “Basic Need.”"” Basic Need is the level of educational funding at which “all districts

are considered equal™ and that “provides all districts with needed resources.”'” Basic

7 The location and nature of school districts in the state are generally known within the
state, and are easily capable of accurate and ready notice to this Court. See Alaska R.
Evid. 201.

b Id.

°1d

04

" See id., see also AS 14.08.031 (a) (providing for creation of REAAs by Department of
Commerce, Community, and Economic Development in consultation with DEED and
local commmn‘uea)

A8 14.17.300.
B See AS 14.17.410(b).

" Alaska’s Public School Funding Formula: A Report to the Alaska State Legislature.
Tab 2 -- Comparison of Old to New Funding Formula, DEED, p. 8, January 15, 2001,
Affidavit of Scott Brandt-Erichsen (“Brandt-Erichsen Aff.), ‘? 2 & Ex. A.
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Need is determined using a weighting formula which takes into account the relative cosis
of providing services in various school districts, the number of students with special
needs. enrollment in each school and associated economies of scale, the costs of
vocational and technical instruction, and the number of correspondence students.”” The
formula multiplies some of these adjustment factors by the number of students in average
daily attendance during a student count period and adds weighted amounts to arrive at an
adjusted average daily membership.'® This number is then multiplied by the base student
allocation in AS 14.17.470 to arrive at an amount identified as the Basic Need.'’

The three sources of funding that fulfill Basic Need are “state aid, a required local
contribution, and eligible federal impact aid.”'* However, the State requires different
combinations of this funding depending on whether the district is a Municipal District, on
the one hand, or an REAA, on the other hand.”

Each school district is eligible for “State aid” under AS 14.17.410 (“State Aid”) in
an amount determined by a formula, but if the appropriations in a given year are
insufficient to pay the amounts authorized, then the amount provided by the State to each

. o . .2 [ . ~ . ;
district is reduced on a pro-rata basis.”” State Aid is provided from the funds

S AS 14.17.410(b).

' Id.

T AS 14.17.410(b); AS 14.17.470.

'8 AS 14.17.410(b). The KGB School District does not currently receive eligible federal

impact aid because it does not meet the eligibility requirements. Brandt-Erichsen Aff., ¥
12 & Ex. L.

JLEI N

funding); AS 14.17.41 0(b)(2) (RLC required only for Cxty Districts and Borough
Districts).

Y AS 14.17.410(b)(1) (public school funding is State Aid, RLC, and Federal Impact Aid

20 AS 14.17.400.
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appropriated to the Public Education Fund by the Legislature.”’ These funds are subject
to veto by the Governor of the State of Alaska {"Governar”) in accordance with Ariicie
IT, Section 15 of the Alaska Constitution.”

Not only is the RLC “required,”” the penalty for a municipality and its residents if
an RLC is not provided to a Municipal District is that the State will not provide any State
Aid to the Municipal District™ and the Municipal District will be disqualified from
receiving supplemental ﬁmding.25 The RLC payments reduce (by a 1:] ratio) — or offset
— the amount of State Aid provided from the Public Education Fund to school districts.”®
RLC payments do not, however, change the amount of Basic Need required to fund
education.”” RLC payments are made directly from each municipality to its Municipal
District.”® The RLC payments are therefore not available to the Legislature for
appropriation to the Public Education Fund or any other purpose. Correspondingly, the

Governor is not given the opportunity to veto appropriations of RLC payments by the

. 2
Legislature. ’

2l See AS 14.17.300(a)(1).

** See Alaska Const. art. 11, § 15.

P AS 14.17.410(b); AS 14.12.020(c).
“AS 14.17.410(d).

2 AS 14.17.490(Db).

% See AS 14.17.410(b).

e 238 .
EPE ® See AS 14.17.410(b) and AS 14.12.020(c).
S8 ;;7‘ ? See generally AS 14.17.410(b) (requiring local contribution 10 come directly from
= v CF Borough or City); see also Brandt-Erichsen AL, § 10 & Ex. G (showing payment
v 584 directly from Borough to KGB School District).
5
Z
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The RLC is 2.65 mills of the full and true value of the taxable real and persenal
property in the Municipal District in the second prior fiscal year (as ol two preceding
fiscal years ago).”® Taxable real and personal property in the “district” means taxable real
and personal property within the City or Borough, because the City or Borough
constitutes the district.”’ The RLC is capped at 45% of a Municipal District’s Basic Need
in the preceding fiscal year.”*

C. The impact of the RLC on provision of services in the Borough

Based upon the October 2013 student count period as reported by the KGB School
District to DEED, expected FY 2014 Basic Need for the KGB School District is
$25,947,546.> DCCED reported the population estimate of the Borough at 13,856 as of
January 15, 2014.* This represents a Basic Need amount of approximately $1,873 per
person residing in the Borough.”

The Borough’s FY 2014 RLC is $4,198,727.*® This is based upon a property tax
equivalent to 2.65 mills on the full and true value ot $1,584,425,200 (October 1, 2012
value) as determined by the Alaska Depaitment of Commerce, Community, and

Economic Development (DCCED).”” Because of certain optional property tax

U AS 14.17.410(D).

31 AS 14.17.410(b); see also AS 14.12.010(1) - (3).

2 AS 14.17.410(b)(2).

* Brandt-Erichsen Aff., § 3 & Fx. B.

3 Brandt-Erichsen Aff., § 4 & Ex. C.

3% Brandt-Erichsen Aff, 9 4.

%% Brand(-Erichsen Aff., 15,

7 Brandt-Erichsen Aff., 15 & Ex. D.
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exemptions, the actual taxable value in the Borough in FY 2014 is $1,314,675,800.%
Therefore, the RLC equates to an actual mill Jlevy of 3.19 on the FY 2014 taxable
property within the Borough.™

The per student amount for the Borough RLC payment in FY 2014 is
approximately $1,900. This number equals the FY 2014 RLC divided by the actual
number of students in average daily membership reflected in the October 2013 student
count period as reported by the KGB School District to DEED." In FY 2014, the
Borough and its residents provided $4,198,727 in these compulsory payments, and an
additional $3,851,273 in optional local contributions and in-kind contributions allowed
by AS 14.17.410(c), for a total property tax mill equivalent of 6.12 mills based on the FY
2014 assessed value in community resources allocated to operation of KGB School
District schoots.”

The Borough raised revenues to meet these and other areawide Borough
expenditures for FY 2014 through an areawide property tax levy of 5 mills and an
areawide sales tax Jevy of 2.5%." There are additional taxes levied and fees charged for
Borough service area and nonarecawide functions, and additional sales and property taxes

are fevied by cities within the Borough for city services.™

o

3# Brandt-Erichsen Aff., €5 & Ex. E at 10.

¥ Brandt-Erichsen Aff., 9 5.

“ Brandt-Erichsen Aff., € 6.

* Brandt-Erichsen Aff. 47 & Fx. F.

2 Brandt-Frichsen A, 9 8.

* Brandt-Erichsen Aff., 4 8.
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As a result of the RLC, the KGB Borough School District has been substantially

underfunded by the State, with the Plaintiffs being forced to make up the difference. The

KGB School District receives less than 84 cents of every dollar from the State needed o
adequately fund Basic Need.* The shortfall in this funding depletes the resources of the
Borough and the taxpayer Plaintiffs. The RLC consumes just under two-thirds of the
Borough’s areawide property tax levy, and the remainder of the levy (as well as
additional sales tax revenue) is devoted to other education-related operations funding by
the Borough.*’

D. The Borough’s payment of the 2014 RLC under profest

On October 9, 2013, the Borough paid $4,198,727 to the KGB School District to

=2

satisfy the FY 2014 RLC." The Borough notified Defendant Hanley that the $4,168

T
W r L

payment “was made under protest” because it is unconstitutional and illegal, in part
. . . . . 47 . . .
because it violated the Anti-Dedication Clause.” The Borough notified Defendant

Hanley that it intended (o take legal action to invalidate the RLC and seek repayment

from the State of the entire $4,198,727 that it paid under protest.”®

E. Procedural history

Plaintiffs {iled their complaint in this matter on January 13, 2014, and now request
that the Court resolve their claims as a matter of law.

[II. LEGAL ARGUMENT

“ Brandt-Erichsen Aff., % 9.
* Brandt-Frichsen Afl., 1 9.
*® Brandt-Erichsen AL, %4 10 & Ex. G
7 Brandt-Erichsen Aff., § 11 & Ex. H.

“ Brandt-Erichsen AfF.. 111 & Ex. H.
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A. Standard

Plaintiffs seek summary judgment and the entry of a declaratory judgment and
injunction on their constitutional claims, as weli as entry of judgment on the Borough’s
request for a refund of the 2014 RLC. Under Alaska R. Civ. P. 56, “[a] party seeking to
recover upon a claim . . . or to obtain a declaratory judgment may. at any time after the
expiration of 20 days from the commencement of the action or after service of a motion
for summary judgment by the adverse party, move for a summary judgment in the party’s
tavor upon all or any part thereof.”™ Summary judgment must be entered if the
pleadings, depesitions, answers to interrogatories, and admissions on file, together with
the affidavits, show that (i) there is no genuine issue as to any material fact and (ii) that
any party is entitied to a judgment as a matter of Jaw. >

The entry of a declaratory judgment is governed by AS 22.10.020(g) and Alaska
R. Civ. P. 57{a). AS 22.10.020(g) provides that in the case of an actual controversy. the
Superior Court “may declare the rights and legal rejations of an interested party seeking
the declaration, whether or not further relief is or could be sought.” The declaration has
the force and effect of a final judgment or decree.”' Rule 57(a) permits a declaratory

judgment to be obtained in the same manner as any other judgment under (he crvil rules.”™

While entry of a declaratory judgment is discretionary, the discretion allowed under the

* Alaska R. Civ. P. 56(a).
0 1d. 56(c).

>1 AS 22.10.020(g). The Court may also grant further necessary or proper relief hased
upon a declaratory judgment. See id.

52 @ > < co T < o
 See Alaska R. Civ. P. 57(a); Jefferson v. Asplund, 458 P.2d 995, 998 (Alaska 1969)
(noting that intent of this rule is “to establish that general rules of pleading and of civii
procedure |a]re to be made applicable to actions for declaratory relief™).

PLAINTIFFS MOTION AND MEMORANDUM IN SUPPORT CF MOTION FOR SUMMARY JUDGMENT
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Act “should be liberally exercised to effectuate the purposes of the Declaratory Judgment
Act and thereby afford relief from uncertainty and insecurity with respect to rights, status

1

and other legal relations.” Finally. a permanent injunction is appropriately issued (o
insure compliance with a court’s declaratory judgment and such injunctions are
frequently issued to prevent enforcement of unconstitutional statutes as explained further
below.

B. No genuine issues of material fact preclude the Court’s resclution of
Plaintiffs’ claims as a matter of law.

Summary judgment is an efficient means of disposing of purely legal claims for
which no factual disputes need be resolved.”® The constitutionality of a statute is a pure
question of law.”™ While the legal effect of the RLC is disputed, the facts material to
resolution of the issues are not disputed. Therefore, the Court may resolve these issues at
this stage of the proceedings.

The following are the only material facts necessary to the resolution of Plaintiffs’
claims in this matter, none of which are subject to genuine dispute:

(1) The State compels the payment of the RLLC by boroughs and cities to the

Municipal Districts.

> Jefferson, 458 P.2d at 998 (quoting Lehigh Coal & Navigation Co. v. Central R.R., 33
F. Supp. 362, 365 (E.D. Pa. 1940)).

M See In re Estate of Evans, 901 P.2d 1138, 1140 (Alaska 1995) (whether undisputed
documentary evidence constituted a lcoculv sufficient notice of disallowance was
question of law for which summary Judompnt is appropriate). “A genuine jssue of
matenal fact exists where reasonable jurors could disagree on the resolution ot a factual
issue.” Burnettv. Covell, 191 P.3d 085, 980 (Alaska 2008) (citations omitted),

* Hickel v. Cowpel‘ 874 P.2d 922, 926 (Alaska 1994) (quoting Suz v. State, 830 P.2d

772,775 n. 4 (Alaska 1992) (“*Questions concerning the constitutionality of a statute are
guestions of law and are reviewed de novo.™)).

PLAINTIFFS® MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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(2)  The Borough is subiect to the RLC and thereby compelled to provide the
RLC to the KGB School District.

(3)  The Borough is required by the Stale to transmit its RLC payment directly
to the KGB School District.

(4)  The RLC is designed in a manner in which it is not subject to annual
appropriation by the Legisiature or to the Governor’s veto.

(5)  The Borough paid the 2014 RLC in the amount of $4,198,727.00 under
express protest, and along with notification that it intended to seek a refund of the
unconstitutional payment.

For the reasons set forth below, these established facts entitle Plaintiffs to
judgment as a matter of law that (1) the RLC viclates the Alaska Constitution; (2) the
Borough is entitled to a refund of the 2014 RLC payment; and (3) an injunction shouid be |
entered preventing the State from assessing the R1LC or otherwise denying full funding of
basic need to the KGB School District.

C. Plaintiffs are entitled to judgment as a2 matter of law on their claims for
declaratory judgment that the RILC violates the Alaska Constitution.

i. Asa matter of Jaw, the RLC viglates the Anti-Dedication Clause iv
Article 1X, Section 7 of the Alaska Constitution.

The Anti-Dedication Clause found in Article IX., Section 7 of the Alaska
Constitution “prohibits the earmarking of state funds for predetermined purposes.”® The

provision states that:

The proceeds of any state tax or license shall not be dedicated to any special
purpose, except as provided in section 15 of this article or when required by the
federal government for state participation in federal programs. This provision
shall not prohibit the continuance of any dedication for special purposes existing
upon the date of ratification of this section by the people of Alaska.

% Se. Alaska Conservation Council v. State, 202 P.3d 1162, 1167 (Alaska 2009).

PLAINTIFFS® MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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Since the seminal case of State v. Alex.”’ the Supreme Court has interpreted the
Anti-Dedication Clause to prohibit ~any and all dedications.”*® In reaching this
conclusion, the Court defined the phrase “the proceeds of any state tax or license” to
include “the sources of any public vevenues.” including a “‘tax, license, rental, sale,
bonus-royalty, royalty, or whatever . . o

Alex applied this definition of “the proceeds of any tax or license™ to a statute
requiring an assessment on commercial salmon fishing that was collected by commercial
fish buyers and provided directly (o private aguaculture associations.”” The statute at
issue (AS 16.10.530 (1982)) required that commercial fishermen pay a “royalty
assessment” on certain species of salmon “for the purpose of providing revenue” to the
private aquaculture association® in which the royalty assessment was made.*> The
assessments were collected by the commercial buyers to whom the salmon were soid, and
the funds forwarded directly to the aguaculture association’s trust account.” A group of
commercial fishermen brought a ciass action claim against two of the aguaculture

<

associations and the State, secking a declaratory judgment holding unconstitutional the

37646 P.2d 203 (Alaska 1982).

B 1d at 210.

¥ Id. at 210 (quoting [ 975 Alaska Op. Att’y Gen. No. 9 at 24 (May 2)).
“Id at 204.

' The aquaculture associations were formed for the purpose of enhancing salmon
production, at least in part by constructing salmon hatcheries. /d. at 205-06 (citations

omitied).
52 Jd. at 205.

% Id. (citing 3 AAC 88.020(b)(1)(H), 88.040(b). (¢),88.900(2) (1982)}.
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statute, a refund of ali assessments that had been paid by the fishermen, and a permanc:
injunction to restrain future collection of the assessments.*’

The Supreme Court affirmed the trial court’s order granting partial summary
judgment to the plaintiffs, which had held the assessment statute unconstitutional because
it created a dedicated tax.*® Alter examining the history of the Anti-Dedication Clause
and concluding that it prohibited the dedication of any source of public revenue. the
Court concluded that the assessments imposed upon the salmon fishermen were
“proceeds of a state tax or license,” within the meaning of article IX, section 7 ...** In
the thirty plus years since it was decided, 4/ex’s holding has been reaffirmed numerous
times and applied to dedications of revenues derived from the sale, lease, or management
of public lands,”” income from tobacco companies as a result of litigation settlements,®
and restrictions on an agency’s ability to access general funds.”

The same constitutional infirmities present in 4/ex and its progeny are present with

the RLC. Like the special assessments imposed on the commercial fishermen in A/ex, the

**1d. at 204.

® 1d. at 205, 215.

*Jd. a1 210.

%7 Se. Alaska Conservation Council, 202 P.3d at 1165-66.

% 1n Myers v. Alaska Housing Finance Corp., 68 P.3d 380, 391 (Alaska 2003), the
Alaska Supreme Court held that the one-time sale of the right to future payments from
the master tobacco settlement agreement did not violate the Anti-Dedication Clause, in
the same way that the one-time sale of any state asset such as a building would similarly
not be violative of the Anti-Dedication Clause. The Court recognized. however, that the
Anti-Dedication Clause “would prohibit the legislature from appropriating the tobacco
settlement revenue stream for more than the immediately forthcoming fiscal year” for a
specific purpose. /d.

% Sonneman v. Hickel, 836 P.2d 936, 939 (Alaska 1992) (limitation on ability of DOTPE
to ask for funds from the Marine Highway Transportation System Fund to be used to
fund capital projects violates the Anti-Dedication Clause).
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RLC imposed on the Borough s a “source|] of any public re\«'enue{'}."’( namely o
payment compeltled by the State {o he coilected by the Borough and paid to the KGB
School District.”’ That public revenue in the form of the RLC is then dedicated [or a
particular purpose to a particular source, the KGB School District, in a manner that is
materially indistinguishable from the compelled payment to the commercial buyers in
Alex for the purpose of funding regional aquaculture associations. Like the compelled
special assessments on the sale of salmon in Alex, the compelled RLC creates an
impermissible dedication of public revenue, thereby violating the Anti-Dedication

(Clause.

In 2009, the Supreme Court held in Southeast Alaska Conservation Council that it
was “reaffirm[ing] the reasoning and language of Alex... *’> The Supreme Court then
provided another rationale for its holding:

{Alrticle IX, section 7 creating an exception for the Permanent Fund
indicates that the prohibition [on dedicated funds] is meant to apply
broadly. If only revenue collected as taxes or license [ees were included
there would have been no need to expressly exempt “all mineral jease
rentals, royalties, royalty sale proceeds, federal mineral revenue sharing
payments and bonuses received by the State” to ensure that placmg those
revenues in the Permanent Fund did not violate the constitution.”

Thus, just five years ago, the Supreme Court again broadly interpreted “proceeds of any

. " W74
tax or license™ to mean all “revenues.

0 glex, 646 P.2d at 210.
T See AS 14.17.410(b), (c).

72202 P.3d at 1169 (net proceeds of sales of land conveyed to the University could not be
dedicated to a University endowment fund).

3 1d at 1170,

74 . . . - - . .

In discussing an unrelated statutory term, in Alaskans For Lfficient Government. [ne. v.
Knowles. 91 P.3d 273,276 n.11 (Alaska 2004), the Supreme Court described Alex as
“concluding that the meaning of “tax” must be determined from 1ts context in the text of

PLAINTIFFS MOTION AND MEMORANDUM JN SUPPORT QF MOTION FOR SUMMARY JUDGMENT
(elchikan Gateway Borough. et al. v State of 4laska . Case No. 1KE-14-00016C1
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That the RLC is not paid into the State treasury has no bearing on whether it
constitutes a dedicated source of public revenue. In 4/ex, the special assessments were
never deposited into the State general fund. They were cellected by buyers of salmon
and forwarded directly to the particular regional aquacuiture association trust account
without deposit into the State treasury.” The compelled transfer in Alex is
indistinguishable from the compelled transfer of funds from thirty four municipalities to
their respective municipal school districts without deposit into the State treasury.

In its anti-dedication/appropriation clause case law, the Supreme Court has looked
to see whether the dedication at issue is mandatory in addition to whether or not the
revenue at issue enters the State (or local) treasury. For example, in Citv of Fairbanks v.
Fairbanks Convention and Visitors Bureau, 818 P.2d 1153 (Alaska 199 1), the Court held
that a local nitiative that broadened the use of bed tax funds to uses other than tourism
did not make or repeal an appropriation or dedicate revenues in vioiation of Art. IX, sec.
7 (initiatives cannot appropriate money or dedicate revenues). The initiative allowed any
organization to apply {or funds from a discretionary fund containing bed tax receipts
instead of a more limited list of organizations provided for in the city ordinance that the
initiative had amended. The Court first held that the mitiative did not make or repeal
appropriations because it did not “set aside a certain specified amount of money or
property for a specific purpose or object in such a manner that is executablie, mandatory

. - . . . . 7 . R
and reasonably definite with no further legislative action. % In tact, the initiative gave

the Alaska constitution and in discussions at the constitutional convention.” The Court
added this canon: “Where a word of common usage has more than one meaning, the
meaning which will best attain the purpose of the legislature should be adopted 11

construing the statute. 2A Singer. supra note 4, § 47.28.” Id.
™ Alex, 646 P.2d at 207.

® Fairbanks Convention, 818 P.2d at 1157.

PLAINTIFFS’ MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT

Ketchikan Gateway Borough. et of v State of Alaska . Case No, JKE-14-00016C7
Page 16 of 24




S LLP

ST

K&L GAT

100

g
<
b
g
<
w”
v
7
o<
PN
oo
»n S
s <
g™
=33
(‘l‘n._r‘
|9}
4
<

>
&
A
=

Lt}
2
e
Z
2
puy
5
C.
&

the Council more discretion rather than less with respect to which organizations could
receive funds from the fund. "/

The Court then adopted the 4lex analysis for whether the initiative dedicated
funds.”® It stated that the salmon assessment in Alex was problematic because “the
allocation of revenues to the regional associations was mandatory, leaving no discretion
to the legislature to spend the money in any other wav.” In contrast. “the questioned
initiative would not create any similar ‘right’ for any person or group. It would not
earmark any funds for any particular organizations. Nor does it create any mandatory
expenditures.”” “The initiative might be better described as an ‘undedication” [rather]
than a dedication.”®

The payment of the RLC is mandatory, leaving the legislature without discretion
to collect these revenues and use them in some other way. Instead. the RLC is earmarked
for use by school districts. Therefore, Fairbanks Convention also supports a cenclusion
that the RLC violates the Anti-Dedication Clause as well as the Legislature’s power {o
appropriate and the Governor’s power to velo appropriations.

2. As a matter of law, the RLC violates the appropriation requivement of
Avrticle IX, Section 13 of the Alaska Constitution and the Governor’s
veto requirement of Article I1, Section 15 of the Alaska Constitution.

The Alaska Constitution “defines with specificity the mechanics of legislation.

Each provision has a purpose ‘designed to engender a responsible legislative process

7 1d
" 1d at 1158.

7 Id. The Court pointed out that “... the two main motivations behind the ban on
dedicated revenues were to maintain the potential of flexibility in budgeting and to ensure
that the legislature did not abdicate responsibility for the budget.” Id.

9 14 at 1159.
PLAINTIFFS MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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worthy of the public trust.””®' The Legislature cannot exercise its legislative power
without following the enactment provisions of the Alaska Constitution; otherwige, these
provisions “would serve no purpose.”™ The RLC violates two of these enactment
provisions by being designed in a manner to evade the Legislature’s apprepriations power
and the Governor’s veto power,

The Legisiative Appropriation Clause found in Article IX, Section {3 of the
Alaska Constitution provides: “No money shall be withdrawn from the treasury except in
accordance with appropriations made by law. No obligation for the payment of money
shall be incurred except as authorized by law. Unobiigated appropriations outstanding at
the end of the period of time specified by law shall be void.” The purpose of the
appropriations power is to require annual appropriations of funds, and “to strictly limit
the practice of long- lived appropriations.”®

The Governor’s Veto Clause found m Article II, Section 15 of the Alaska
Constitution provides that the Governor “may, by veto, strike or reduce items in
appropriation bills” (the “Governor’s Veto Clause™). The item veto “*gives the governor
the power to inlJuence the state’s budget by requiring him or her to submit a proposed
budget and general appropriation bill to the Legislature and by striking or reducing items

?3784

appropriated by the Legislature. The constitutional history underlying this provision

“indicates a desire by the delegates to create a strong executive branch with a strong

8 State v. AL.LV.E. Voluntary, 606 P.2d 769, 772 (Alaska 1980} (quoting Plumlev v.
Hale, 594 P.2d 497, 500 (Alaska 1979)).

“1d. at 772.
1991 Alaska Op. Aty Gen. (Inl.) 337 (June 27).

5 Simpson v. Murkowski, 129 P.3d 435, 446 (Alaska 2006) (quoting Alaska Legislative
Council v. Knowles, 21 P.3d 367, 371 (Alaska 2001)).

PLAINTIFFS” MOTION AND MEMORANDUM [N SUPPORT OF MOTION FOR SUMMARY JUDCGMENT
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control on the purse strings of the state’ % Combined, the Legislative Appropriation and

Govemor’s Veto Clauses reflect a policy that “under the Alaska Constitution "1t is ¢

1ot

he

joint responsibility of the governor and the Legislature to determine the State's spending |
priorities on an annual basis.

By compelling a direct transfer of public funds from a municipality to a Municipal
District, the RLC violates both of these constitutional requirements as well as the Anti-
Dedication Clause. RLC payments must be provided directly to Municipal Districts
instead of being paid into the State treasury for possible appropriation by the Legislature
to school districts, or for some other purpose to be determined by the Legislature. In
stark contrast to State Aid from the Public Education Fund, the RLC 15 not appropriated
by the Legislature.”” In this wayv, the RLC circumvents the Legislature’s authority to
appropriate the funds by compelling a direct transfer from a municipality to its respective
Municipal District. Similarly, the Governor has no opportunity to exercise his item veto
power.

In cases involving dedicated funds, the Supreme Court has suggested that
constitutional issues associated with the legisiative process are implicated, because a
dedicated fund frequently operates in a manier that evades the requirements of

appropriations and the Governor’s veto power. In Sonneman,™ the Supreme Court held:

% 1d. (quoting Thomas v. Rosen, 569 P.2d 793, 795 (Alaska 1977) (internal quotation
marks omitted)).

% Jd (quoting with approval the superior court’s reasoning in opinion below). j

Y See AS 14.17.300(2)01 Y,

" 836 P.2d at 939 (limitation on ability of DOTPF to ask for funds from the Marine
Highway Transportation System Fund to be used to fund capital projects violates the anti-
dedication clause),

PLAINTITFS” MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
Kerchikan Gareway Borough. er al v Stare of Aluska . Case No. 1KE-14-00016CT
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The principle on which the act is based, that the administrators of the

laska Marine Highway System and the legislature will treat the fund as if
the Marine Highway System had a right to its proceeds, is inconsistent with
the model conterplated by the anti-dedication clause, under which the
disposition of all revenues will be decided anew oun an annual basis.
Nevertheless, the expectations created by the act are a mere “talking pomt’
because they impose no legal restraint op the appropriation power of the
legislature. The act ciearly states that the fund is pait of the general fund
and 1t may not be spent until and unless it is appropriated by the legislature.

In contrast, the RLC is a dedication because it is not available annually for appropriation
as the Legislature sees fit each year. Additionally, the Court in Sommeman held that the
portion of the statute that restricted executive authority to seek appropriations from the
fund for other purposes also violated the anti-dedication clause because it not oniv beun/
the Legislature but also restricted the executive branch from asking for appropriations
from all sources of funds.?” The RLC suffers from the same flaw, and therelore, is also
unconstitutional under the Legislative Appropriation and Governor’s Veto Clauses.
Simitarly, in Mvers (an Anti-Dedication Clause case that permitted the sale of the present

value of tobacco settlement money to a third party), the dissenting justices suggested that

an automatic payment flowing to a private entity upon receipt by the State was vulnerabis |

FASS R ARD R

to an attack under the Legislative Appropriation Clause because it operated without
requiring an appropriation.” The same infirmity is present with the RLC, which exists in
perpetuity and 1s never subject to appropriation or the Governor’s veto. It therefore
violates the Legislative Appropriation and Governor’s Veto Clauses.

D. The Borough is entitled to judgment as a matter of Jaw op its cinim
for return of the 2013 RLC in assumpsit and restitution.

8 1d at 940.

o Myers v. Alaska Hous. Fin. Corp., 68 P.3d 386, 399 & 399 n.9 (Alaska 2003} (Bryner.
J., dissenting) (citing with approval memorandum opinion of Director of Legislative
Services for the Legislative Affairs Agency).

PLAINTIFFS MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
Ketchikan Gateway Borough, et al. v. State of Alaska.. Case No. 1KE-14-00016CH
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The United States Supreme Court has described assumpsit as a cause of action that
“has been gradually expanded as a medium for recovery upon every form of quasi-
contractual obligation in which the duty to pay money 1s imposed by law, independently !

of contract, express or implied in fact.™' In Alex, 646 P.2d at 215, the Court stated that

the plaintiffs had brought a “general assumpeit common-law cause of action for the
refund of taxes wrongly paid.” In Era Aviation, Inc. v. Campbell,” the Court treated a
claim for refund of illegally collected landing fees as one in “assumpsit” and required that
a refund claim could only be brought in assumpsit if the plaintiffs protested the payments
at the time they were made. Like the plaintiffs in 4lex and in Era Aviation, the Borough
1s entitled fo a refund of the RL.C in accordance with the assumpsit doctrine.

The Borough effectively protested the payment of the RLC, and the RL.C iseifl o
the time of payment of the 2014 RLC. In order to effectively protest. the payer must "ot
only notily the State that the payer believes the levy to be illegal, but must alsc signal that
the payer intends to seek a refund of the monies illegally levied.”” In other words, the
payer “must specifically notify the State, whether by the words “paid under protest™ or
otherwise, that it intends to seek reimbursement.”™ The Borough's Ociober ©, 2013
notification plainly satisfies these requirements: it notified Defendant Hanley that the

$4.198.727 payment “was made under prolest,” it stated that the Borough would seek a

' State Commercial Fisheries Entry Comm 'nv. Carlson, 270 P.3d 755, 765 n.65 (Alaska
2012) (quoting Stone v. White, 301 U.S. 532, 534 (1937)).

2015 P.2d 606. 608-611 (Alaska 1996).

B Idoat 611,

M 1d at 612

PLAINTIFFS MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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refund of the amount, and it stated that the amount was paid to satisfy an unconstitutional
dedication.

Alternatively, Section 19 of the Restatement (Third) of Restitution and Uhjust
Enrichment recognizes that “[e]xcept to the extent that a different rule is imposed by
statute, the payment of a tax by mistake, ot the payment of a tax that is erroneously or
illegally assessed or collected, gives the taxpayer a claim in restitution against the taxing
authority as necessary to prevent unjust enrichment.” “Tax” is also defined broadly as
“every form of imposition or assessment collected under color of public authority.””
The State was enriched by the Borough’s payment of the RLC to the KGB School
District even though it did not directly receive the RLC because the RLC reduced the
amount of money that the State itself provided to the KGB School District. Moreover,
the October 9, 2013 letter to Defendant Hanley put the State on notice that its decision to
fund Basic Need in this way would be affected by this suit.

In sum. under either theory, the Borough is entitled to a refund of the
unconstitutional R1.C paid to the KGB School District for 2014.

E. In addition to a declaratory judgment, the Court should enter a
permanent injunction prohibiting Defendants from requiring the RLC,
and from depriving the Borough of full funding of basic need without the

RLC.

Because the RLLC violates the Anti-Dedication Clause, the Legislative
Appropriation Clause, and the Governor’s Veto Clause, the Court should enter a
declaratory judgment under AS 22.10.020(g) stating that the RLC is unconstitutional
under these provisions.

The Court should additionally grant a permanent injunction (a) prohibiting

Defendants from requiring the Borough to pay the RLC in accordance with AS 14.12.020

?° Restalement (Third) of Restitution and Unjust Enrichment § 19()) (2011).

PLAINTIFFS® MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
Ketchikan Gareway Borough, et al. v. State of Alaska.. Case No. 1KE-14-00016Ci
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and AS 14.17.410(b); (b) prohibiting Defendants from denving State Aid in accordance
with AS 14.17.410 and State supplemental aid in accordance with AS 14.17.490(c) 1o the
KGB School District as a result of enjoining the State from requiring the Boroug}u to pay
the RLC; and (c¢) requiring Defendants to fund the Basic Need of the KGB School
District notwithstanding the absence of an RLC. A permanent injunction is appropriate
when “the plaintiff . . . prevail{s] on the merits of his or her claim and establish[es] that
equitable relief is appropriate in all other respects.”® An injunction “shall set forth the
reasons for its issuance; shall be specific in terms; shall describe in reasonable detail, and
not by reference to the complaint or other document, the act or acts sought to be
restrained; and is binding only upon the parties to the action, their officers. agents,
servants, employees, and attorneys, and upon those persons in active concert or
participation with them who receive actual notice of the order by personal service or
otherwise.””’

An injunction is appropriate here to both ensure compliance with the Court’s
declaratory judgment and to ensure that the Borough is not adversely affected by refusing
to pay the unconstitutional RLC. First, courts in Alaska have frequently issued
permanent injunctions to prevent enforcement of an unconstitutional statute or

regulation.98 Second, an injunction will serve to clarify that the Borough may not be

%42 Am. Jur. 2d Injunctions, § 11 (2d ed., updated Nov. 2013).
7 Alaska R. Civ. P. 65(d).

% See, e.g., Valley Hosp. Ass'nv. Mat-Su Coalition, 948 P. 2d 963, 965 (Alaska 1997)
(affirming summary judgment and entry of permanent injunction preventing hospital
from enforcing policy to restrict access to abortion, where policy violated Alaska
constitutional right to abortion); 4lex, 646 P.2d at 214-215 (affirming supericr court’s
judgment in all respects following Supreme Court’s conclusion that fisheries assessments
violated Anti-Dedication Clause, including by affirming superior court’s eniry of
permanent injunction to restrain future collection ol assessments); see also Municipality
of Anchorage v. Gentile, 922 P. 2d 248, 260 (Alaska 1996) (affirming superior court’s
permanent injunction against any reduction of retiree benefits after determining that

PLAINTIFFS MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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punished for future failure to pay the unconstitutional RLC. In addition to a declaration

stating the RLC is unconstitutional, the Court should order that the potential collateral

i

~

effects of nonpayment of the RI.C — a complete loss of State aid [or schools under AS
14.17.410 and AS 14.17.490(c), and underfunding of Basic Need without the payment of

the RLC — may not be visited upon the Borough as a result of this suit,

Iv. CONCLUSION
For the reasons stated in this motion and memorandum, plaintiffs respectfully

request summary judgment, a declaratory judgment and injunction in their favor, and an

order to refund the 2014 RLLC.

Dated this éﬁﬁy of F- 4 %’MV_: 2014.

KETCHIKAN GATEWAY BOROUGH

o, St 560 S

Scott A. Brandt-Erichsen
Ketchikan Gateway Borough Attorney
Alaska Bar No. 8811175

K&L GATESLLP

By: /% Wf
ﬁ&ﬁsiana W. Cutler
Alaska Bar No. 9106028
Jennifer M. Coughlin
Alaska Bar No. 9306015

Attorneys for all Plaintiffs

retirement benefits had become contractually vested, and not addressing superior court’s
alternate basis for injunction that reduction in benefits was also unconstitutionatl).
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA
FIRST JUDICIAL DISTRICT AT KETCHIKAN. ALASKA

KETCHIKAN GATEWAY BOROUGH, an
Alaska municipal corporation and poiitical
subdivision; AGNES MORAN, an individual,
on her own behalf and on behalf of her miner
son; JOHN COSS, a minor; JOHN Case No. IKE-14-00016CT
HARRINGTON, an mdividual; and DAVID
SPOKELY, an individual;

Plaintiffs,
) FILED in e triai
v State of Alaska Firet
at Katohtion
STATE OF ALASKA: MICHAEL HANLEY, FEB 55 onn
COMMISSIONER OF ALASKA ‘
DEPARTMENT OF EDUCATION AND ¢ Cleskof the Triat Cuw
EARLY DEVELOPMENT, in his official By
capacity;
Defendants.

AFFIDAVIT OF SCOTT BRANDT-ERICHSEN IN SUPPORT OF PLAINTIVES’
MOTION AND MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY |
JUDGMENT :

STATE OF ALASKA )

)ss:
FIRST JUDICIAL DISTRICT )

sScott Brandt-Erichsen, being duly sworn, states:

1. I am the Borough Attorney for the Ketchikan Gateway Borough (the

61969

“Borough™) and have personal knowledge of the facts stated herein.
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2. A true copy of Alaska’s Public School Funding Formula: A Report o (he
Alaska State Legislature, executive summary and Tab 2, prepared by the State of Alaska,
Department of Education and Early Development (“DEED™). is attached as Exhibit A.

3. Based upon the October 2013 student count period as reported by the KGB
School District to DEED (a true copy of which is attached as Exhibit B), expected FY
2014 Basic Need for the Ketchikan Gateway Borough School District ("KGB School
District™) 1s $25,947,546.

4. The Alaska Departmnent of Labor and Workforce Development reported the
population estimate of the Borough at 13,938 as of July 2012 and therefore, this estimate
was included in the Borough’s Complaint in this case. However, on January 15, 2074,
the Alaska Department of Commerce, Community and Economic Development
(“DCCED”) provided the Borough with a new estimate of 13,856 for 2013. A true copy
of DCCED’s letter with the new estimate is attached as Exhibit C. This represents a Basic
Need amount of approximately $1,873 per person residing in the Borough.

5. The Borough’s FY 2014 RLC is $4,198,727. This is based upon a property
tax equivalent to 2.65 mills on the full and true vaiue of $1,584,425,200 (October 1, 2032
value) as determined by DCCED. A true copy of DCCED’s determination is attached as
Exhibit D. Because of certain optional property tax exemptions, the actual taxable value
in the Borough in FY 2014 is $1,314,675,800. Borough’s Annual Report on Assessment

and Taxation provided to DCCED (Borough Assessment Report) al p. 50 A lrue copy of

VYN H
Ay A

AFFIDAVIT OF SCOTT BRANDT-ERICHSEN IN SUPPORT OF PLAINTIFF'S MOTION AND
MEMORANDUM IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT
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the Borough Assessment Report is attached as Exhibit E. Therelore, the RLC equates 1o
an actual mill levy of 3.19 on the FY 2014 taxabie property within the Borough.

0. The per student amount for the Borough RLC payment in FY 2014 15
approximately $1,900. This number equals the FY 2014 RL.C divided by the actual
number of students in average daily membership reflected in the October 2013 student
count period as reported by the KGB School District to DEED (Ex. B).

7. In FY 2014, the Borough and its residents provided $4,198,727 in these
compulsory payments, and an additional $3,851,273 in optional local contributions and
in-kind contributions allowed by AS 14.17.410(c), for a total property tax mill equivalent
of 6.12 mills based on the FY 2014 assessed value in community resources allocated to
operation of KGB School District schools. See Exhibit F (true copy of a May 22, 2013
letter from the Borough Manager to the KGB School Board President summarizing these
payments) at 2.

8. The Borough raised revenues to meet these and other areawide Borough
expenditures for FY 2014 through an areawide property tax levy of 5 mills and an
areawide sales tax levy of 2.5%. There are additional taxes levied and fees charged for
Borough service area and nonareawide functions, and additional sales and property taxes
are levied by cities within the Borough for city services.

9. The KGB School District receives less than 84 cents of every dollar from
the Stale needed to adequately fund Basic Need. The RLC consumes just under two-

thirds of the Borough’s areawide property tax levy, and the remainder of the fevy (as well

AFFIDAVIT OF SCOTT BRANDT-ERJCHSEN IN SUPPORT OF PLAINTIFF'S MOTION AND
MEMORANDUM IN SUPPORT GF MOTION FOR SUMMARY JTUDGMENT
Ketchikan Gateway Borough. el al. v, State of Alaska.. Case No. 1KE-14-00016C]
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as additional sales tax revenue) is devoled to other education-related operations funding
by the Borough.

10.  On Oclober 9, 201 3. the Borough paid $4,198,727 to the KGB School
District to satisfv the FY 2014 RILC. A true copy of the payment check is attached as
Exhibit G.

11.  Simultaneously with this payment, the Borough notified DEED
Commissioner Michael Hanley that the $4,198,727 payment “was made under protest
...” because it is unconstitutional and illegal. A true copy of this correspondence is

attached as Exhibit H.

12.  The KGB School District applied for federal Impact Aid Program funding
for FY 2013. The United States Department of Education denied the application in a
letter dated December 4, 2013, from Cara Aboona (Program Analyst) to Robert Boyle

(KGB School District Superintendent). A true copy of this letter is attached as Exhibit L.

el

DATED at Ketchikan, Alaska, this £ day of February, 2014.

;’/[z}' /7 \ j.::‘,;/& /":l;fr
St A

Scott Brandt-Erichsen

b
SUBSCRIBED and SWORN TO before me this [0 day of February, 2014.

B«' SN CUTA AN \‘ \?mm:%:thuﬂ/’
Notary Publicin an¥l for the Stat&of Alaska
My commission expires: 5~1- 1"

27 Ny Comm, Expres 5»1 iy
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Public School Funding Formula
Executive Summary

& EARDY DEVELOIMENT]

The passage of Senate Bill 36, Ch. 83, SLA 1998, carried with it certain reporting
requirements for the Department of Education & Farly Development to the 22nd

legislature by January 15, 2001. Following is a brief summary of each of the three
required reports.

Tab 1 District Cost Factors

Background

This report addresses the requirement of: SB 36 section 41. TRANSITION:
PROPOSED DISTRICT COST FACTORS. The Department of Education shall
submit the injtial proposed district cost factors, required under AS 14.17.460(b),
enacted in sec. 2 of this Act, to the Alaska State Legislature by January 15, 2001,

Legislation requires the department to monitor district cost factors and submit a
report to the legislature every other year beginning January 15, 2001. Cost
factors are specific to each district and adjust funding to account for regional cost
differences between districts. The lowest factor is 1.000 and the highest is 1.736.

Current district cost factors were adopted by the legislature and became effective
July 1, 1998. These factors were based on the best data available at the time as
provided by the McDowell 1998 Alaska Cost Study. To recalculate current
district cost factors the department again utilized the 1998 McDowell Alaska
School Operating Cost Study methodology.

Findings

The department utilized the 1998 McDowell Alaska Cost Study methodology to
calculate updated district cost factors that created results that were not defensible
or supported by underlying data. The department contracted with the
McDowell group to verify the accuracy of the calculation.

The McDowell Group reviewed the department’s calculations and found that the
results were not meaningful. The McDowell Group determined that the 1998
methodology is not usable to update district cost factors for a number of reasons
as outlined in their report included under Tab 1.

Recommendation

The department recommends that district cost factors remain at their current
levels as designated in statute under AS14.17.460 because there is not any
empirical data to support changing the district cost factors at this time. The

Public School Funding Formula i Jamuary 15, 2001
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department also recommends that a new district cost model be developed to
properly account for cost differences between districts on an ongoing basis.

Tab 2 Comparison of Old to New Funding Formula

Background

This report addresses the requirement of. SB 36 Sec. 47, REQUIRED REPORT,
The Department of Education shall compare the use of per school funding
required under this Act to the use of funding communities required in AS 14.17

before the effective date of the Act and submit a report to the Alaska State
Legislature by January 15, 2001.

This required report compares the per school funding under SB 36 to the
previous funding formula. The old formula uses student enrollment grouped by
community and the new formula uses enrcllment grouped by schoal to
determine basic need. This report compares adjustments between the old and

new funding formulas such as size, special needs and supplementat funding
floor.

The 1998 McDowell Alaska Cost Study review panel did not suggest that any
school districts were over funded under the previous funding formula, rather
that some districts appeared to be under funded under the new school funding
model. The McDowell group report suggested that no district lose money. The

legislature adopted as a component of SB36 the supplemental funding floor that
erodes over iime.

Findings

The supplemental funding floor is subject to erosion as school district
enroliments increase. As district enrollments increase these additional students
are only funded at 60% of entitlement. In the department's analysis of the district
cost factors and comparing the old and new funding formula, there is no data to

support the erosion of the supplemental funding floor that penalizes districts
that have increased enrollment.

The previous funding formula had a hold harmless provision for school districts
that experienced a substantial decrease in student enrollment from one year to
the next. The current funding formula has no such provision and school districts
immediately absorb the reduction in revenue due to decreased enrollment.

Public School Funding Formula 2 January 15, 2001
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Eecommendations

The department recommends the repeal of AS 14.17.490(d), erosion of the
supplemental funding floor.

The department recommends that AS 1417 be amended to include a hold
harmless provision for school districts that experience a decrease in student
enroliment of 10% or more from one year to the next.

Tab 3 Educational Adequacy

Background

This report addresses the requirement of: SB 36 Letter of Intent. “It is the intent
of the Legislature to direct the Department of Education to include in the
required report of Section 47 a thorough review of educational adequacy in the
schools of Alaska, paying particular attention to differences in costs of school
operations between communities, differences in costs of school operations
depending on their size, and the particular effects and impacts described in
AS 14.17.490 section {d), and to report to the Legislature no later than January 15,
20017

The department brought together a broad based group of Alaskan’s to define
educational adequacy and the underlying factors. The group focused primarily
on the impact of inflation on education funding.

Based on direction from the adequacy group, the department examined the
changes that have occurred in education funding over the past ten years and the
impacts of those changes on school districts. The effects of inflation over the past
ten years are identified in the report. The department found that a significant
effect of inflation is that school districts are limited in their ability to recruit and
refain teachers.

Findings
From FY90 to FY00 inflation has increased approximately 30% but the public
school funding program was increased only 5% during this time.

From FY90 to FY00 enrollment increased 25% and the legislature fully funded the
increase.

Public School Funding Formula 3 January 15, 2001
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School districts in Alaska are having a difficult time recruiting and retaining
teachers due to the competitiveness of teacher salaries in other states and the vast
number of incentives being afforded to new hires in other states.

Recommendations

Based on the adequacy group’s work and the department's analysis, the
department recommends that changes be made to the public school funding
formula to recoup losses due to inflation and to provide for future inflationary
adjustments. These recommendations and others included in Tab 1 and 2 will be
forwarded to the governor's education funding task force, The task force
recommendations are due to the governor and the State Board of Education &
Early Development on February 1, 2001.

Public School Funding Formula 4 January 15, 2001
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Introduction

The passage of Senate Bill 36, Ch. 83, SLA 1998, carried with it certain reporting
requirements for the Department of Education & Farly Development to the 22nd
Alaska State Legislature by January 15, 2001. This report responds to the
requirement under Section 47 that the department review Funding Communities
versus School adjustments in the public school funding formula. In addition, a letter
of intent adopted by the legislature provided further direction to the department in
completing the required reports. This report will highlight key components and
adjustments within Alaska's public school funding formula and illustrate the
application of these components and adjustments from the previous funding

community based formula to the current school based funding formula.

For the past 20 years, Alaska’s public school funding formula has historically
contained four major adjustments to the formula. These same adjustments can be
found in most public school funding formulas in the naton. These adjustments

include;

. sparseness and size of student population;

. special needs or categorical funding;

1
2
3. regional cost differences;
4. equalization; and

5

. supplemental funding floor.
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Fiscal year 1999 was the first year of implementation of Senate Bill 36 and
distribution of public school funding based on the new school based funding
formula. Table 1 provides a comparison of the prior community based funding
formula and the current school based funding formula using the same fiscal year
1999 data set. This comparison required the conversion from instructional units
under the old community formula to per student units under the newly adopted
school formula. Fiscal year 1999 is the only year school district state aid was
calculated using the old and new formula. This comparison was required for the
first year of implementation to determine the supplemental funding floor for the
school districts that needed additional funding to help transition to the new formula.

The department has anailyzed each of these adjustments and compared their use
with the prior funding community formula and under the new school funding

formula.

Sparseness and size of student population

Senate Bill 36 changed the method that the State of Alaska used to determine
adjustments for sparseness and size of student population. The previous funding
formula utilized a concept known as funding communities. The average daily
membership of schools within a school district were grouped into funding
communities and a formula was applied to determine the number of instructional

units for the purpose of calculating each school district's basic need.

Public School Funding Formula 2 January 15, 2001
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The McDowell Group assembled a panel of Alaskans with many years of experience
in the field of education to review and make recommendations to improve the

adjustment mechanism in the public school funding formula. The group reviewed

the funding community concept and its application under the instructional unit
funding formula. The group determined that although the definition of funding
communities was not being applied consistently across school districts, that even a
consistent application would not result in an equitable distribution system of
resources. The group determined that the schoel, not the community, is the
fundamental cost center for delivering instructional services. The panel determined
that adopting the school as the basis for funding would result in a more equitable
allocation of instructional resources by providing comparable levels of instructional
staffing in all schools regardless of district size and location. The group determined
that schools of similar size should receive similar resousces for staffing regardless of

location.

Table 2 shows the change in the distribution of resources from the funding community
concept model to the school model that was adopted by the legislature under Senate
Bill 36. This comparison does not include other adjustments due to changes in
district cost factor or special needs funding. As shown in Table 1, the range of
change is an increase of 15.8% for the Alyeska Ceniral School to -36.8% for the
Aleutian Region School District by the elimination of the funding community
concept and basing the allocations on the number of students at each school. The

school district with the largest increase was Petersburg at 11.2%.
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It should be noted that the McDowell Group review panel did not suggest that any
school districts were over funded under the previous funding community model
rather some districts appeared to be under funded under the school funding model.
Table 3 shows the change in dollars per student under the new formula as compared
to the old formula. This table shows that under the old formula for the first 10 to 20
students, the allocation remains the same at $12,200 per student. This flat level of
funding for the first group of 20 students was to provide funding for fixed cost
associated with operating a school facility. The change in funding on a per student
basis gradually decreases after the first 20 students to accommodate for economies
of scale, while the new formula provides a larger allocation initially for the fist 10
students, it decreases to beiow. $8,000 per student by the time you reach 20 students.
Table 4 demonstrates the reduction in resources being allocated to small schools

serving less than 100 students.

Another issue that contributes to the change in funding is the number of items that
receive adjustment. For example in FY 99, using the funding community model
there were 267 funding communities that received the adjustment for size while
with the per school model there were 499 adjustments for size. Of the 499
adjustments for schools there were 143 schools serving less than 100 students. Table
5 shows the number of funding communities compared to the number of schools by

district and the number of schools serving Jess than 100 students by school district.

The funding community formula had a hold harmiess provision for school districts
that experienced a 10% drop in K-12 instructional units from one year to the next.

The year before the school district experienced a decrease in K-12 instructional units
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by 10% or more became the base year. In addition to its current K-12 instructional
units a school district was awarded in the first year of decline, 75% of the difference
from the base year, in the second year 50% of the difference between the current

year and the base year, and in the third year 25% of the difference between the
current year and the base year.

Special needs or categorical funding

Categorical funding for special education, gifted and talented education, vocational
education and bilingual/bicultural educational programs changed from the funding
community model to the school funding model. The funding community model
provided resource allocations to school districts based on the numbers of studenis
and the types of special need services provided to each student. The program
adjustments were based on the average cost of providing various levels of service
within each of the program areas. For example, special education provided four
adjustments ranging from $1,525 for each student identified as gifted and talented to
$20,300 for each student identified as requiring special education intensive services.
Bilingual/bicultural educational programs had three levels of adjustments for the
various types of services that students were identified as needing and vocational

education had one adjustment for each student identified as enrolled in a vocational

program course.

With the passage of Senate Bill 36, and the implementation of the school based
funding formula, the legislature approved a block funding approach for allocating
resources for special need programs. The school funding model provides an

increased adjustment of 20% to the districts' average daily membership after it has
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been adjusted for school size and district cost factor. The 20% increase is interided to
allocate resources for special education, gifted and talented education, vocational
education and bilingual /bicultural educational programs. This change has resulted
in an increased allocation for categorical programs of approximately $13 million
dollars under the school funding model over the funding community model. Itis
important to understand that although there are additional resources allocated for
special needs programs under both funding models, school districts are not required
to expend these funds on special needs programs. In other words, the funds are
discretionary and local school boards have the responsibility to determine the
appropriate expenditures for these funds.

Regional cost differences

Senate Bill 36 continues to provide an adjustment for regional cost differences. The
McDowell Group report defined these costs as "District Cost Factors.,” The District
Cost Factors differ from the previous Area Cost Differentials in how they were
derived. There is also a slight change in the way they are applied in the two funding
formulas. The previous Area Cost Differentials were applied to all instructional
units which included the K-12 and categorical units. The currenf District Cost
Factors are applied to the student counts at the point they have been adjusted for
school size and carry through to the 20% special needs adjustment. The District Cost
Factors are not applied to the adjustments for students requiring intensive services

or correspondence program counts,
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The previous Area Cost Differentials were calculated using a market basket
approach measwring the differences in items such as fuel and utilifes between
districts. The current District Cost Factors were calculated using school district
audited financial data and reflect the per student district operating cost, compared
to per student statewide operating costs, as well as other adjustments. The District
Cost Factors represent the cost of goods, numbers of students, dispersion of schools,
cost of travel, and other factors that affect district operational costs. Because the
District Cost Factors reflect factors other than the price of goods, neighboring

districts will not necessarily have similar cost factors,

Senate Bill 36 requires the department to review the District Cost Factors and
recommend changes to the legislature every other year beginning January 2001. The
depariment intends to employ the McDowell Group methodology in order to
update the current District Cost Factors. The first report on the District Cost Factors
and the results of the department's review are presented to the legislature under a

separate report.
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Equalization

The funding community and the school models both make adjustments for
instructional units or average daily membership then apply dollars to the base to
arrive at Basic Need. Basic Need is the starting point of the equalization formula
and provides all districts with needed resources based on the various formula
adjustments. Funding components of Basic Need include required local effort,
federal impact aid, and state aid. These three components determine the shares of

local, federal, and state resources that make up Basic Need.

The State of Alaska must meet a federal equalization test known as the "disparity
test" in order to consider federal impact aid dollars in thé public school funding
formula. The disparity test measures the amount of revenue per student among the
53 school districts. The federal law limits the per student wealth between districts to
25%. The wealthiest district in the state is not allowed to have more than a 25%
increased per pupil revenue over the poorest district in the state. The state
maintaing this standard by placing a cap on local contributions that exceed the
required local effort. The state imposed cap on excess local contributions is equal to
23% of the districts' basic need. Again, all districts are considered equal at basic
need so by placing a cap on excess Jocal revenues equal to 23% of the districts' basic

need, the state will continue to meet the federal equalization standard of 25%.
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Supplemental funding floor

The supplemental funding floor is a mechanism to assist school districts in the
transition from the funding community based formula to the school formula. In the
first year of the new formula, districts that qualified for more state aid under the
funding community formula than they did under the new school formula were

allocated transition funding called the "Supplemental Funding Floor."

For example, under the funding community formula a district may have qualified
for $10,000 per student but under the new school formula calculation, will qualify
for $9,000 per student. Using the supplemental funding floor, under the school
formula the district was allocated $9,000 per student plus an addition $1,000 per
student as a supplemental funding floor to ease the transition to the new funding
level. As the school districts' student population changes, the $1,000 per student of
supplemental funding floor will erode. The erosion of the supplemental funding
floor will eventually bring the school districts' per student allocation down to a total
of $9,000 per student as determined by the new school funding formula.

This transitional provision differs substantially from other transitional or hold
harmless clauses previously used when the funding formula was modified.
Previous transition language required a school district to adjust to its new funding
level in a three-year period. The supplemental funding floor only erodes due to
changes in the district student population providing a much more gradual change to
the new funding level.
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School districts qualified for a total of $17.4 million dollars in supplemental funding
floor in fiscal year 1999. As the supplemental funding floor erodes, the monevy is lost
from the funding formula. This means the public school funding formula will have
$17.4 million less in state support once the supplemental funding floor is completely

~eroded.

Recommendations

The department recommends the repeal of AS 14.17.490(d), erosion of the
supplemental funding floor.

The department recommends that AS 14.17 be amended to include a hold harmless
provision for school districts that experience a decrease in student enrollment of 10%
or more from one year to the next.
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THE STATE

of

GOVERNOR SEAN PARNELL

January 15, 2014

Ketchikan Gateway Borough
19006 First Avenue, Suite 210
Ketehikan, AKX 995901

RE: FY 15 POPULATION DETERMINATION

Dear Mayon: CLERICS OFFICE

The Deparmment of Commerce, Community, and Economic Development anoually certifies the population of each
municipality for nse in various financial assistance programs based upon popuiation estimates prepared by the State
Demographer at the Department of Labor and Workforce Development.

The 2013 population of the Ketchikan Gateway Borough has been detesmined to be 13,856.

If you do not agree with this figure, you may tequest an adjustment to your population by using two approved
saethods — Head Count Census and Housing Unit. Muaicipalities with 2 population of less than 1,000 must conduct a
“head count census”. Municipalities with a population of 1,000 or mose may conduct a “head count census” ot use
the “housing unit” method, to estimate the population. The department requires that the population adjustment
process be completed and postmarked by April 1, 2014 and that the request include:

i Cbmpmhensive documentation of the proposed population figure using either of the approved methods, and
2. A resolution of the governing body {assembly or coundil) adopting the new population.
1f you choose to request a population adjustment, please review the Head Count Census and Housing Unit Method
manuals that the department has published to assist you with this process. These manuals are available at

htp:/ /commerce.alaska gov/dan/dera/Home.aspx. You may also contact the depariment for a copy of the manuals.
Call (%07} 269-7959 or send an email to DCRAResearchAndAnalysis@alaska.gov for additional information.

Sincerely,
,_éi..zé[/%/éw
Scott Ruby,

Divisien of Community and Regional Affairs, Director

Ce: Division of Community and Regional Affairs, Research and Analysis Section
Division of Communiiy and Regional Affairs, Community Aid and Accountability Section

EXHIBITC
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Department of Commerce, Cormmmunity,
and Economic Development

DIVISION OF COMMUNITY AND REGIONAL AFFAIRS

550 Wast Sevenith Avenus, Sulte 1640
Anchoroge, Alaska 99561

Main: 907.269.4501/907.249.4581
Programs fox 907.269.4539




STATE OF ALASKA

DEPARTMENT OF )

CO MERQE Sean Pamnell, Governor
COMMUNITY AND Snsan K. Bell, Commiissioner
BCONOMIC DEVILOPMENT Scoir Ruby, Dilrecror

Division of Community and Hegiona] Affairs

Octeber 1, 2012

CERTIFIED/RETURN RECEIPT REQUESTED
7010-2780-0000-5223-2106

Mayor Dave Kiffer
Ketchikan Gateway Borough
1900 First Avenue, Suite 115
Ketchikan, AK 29901

RE: 2012 FULL VALUE DETERMINATION
Dear Mayor Kiffer:

As tequired by AS 14.17.510 (Public Schools Foundation Program), the Departiment of
Commerce, Community, and Economic Development has determined that, as of J anuary 1,

2012, the full and true value of taxable real and personal property within your municipality
is as follows:

Real Property: $1,386,571,100
Personal Property $ 197,854,100
State Assessed Property (AS 43.56): 50
TOTAL: $ 1,384 425 200

This full valve determination may be appealed administratively by you within fifteen (15)
days of receipt of this notice. In addition, AS 14.17.510 also allows for judicial review of
the determination. If you have any questions concerning this full value determination for
2012, please contact our office at 269-4365 or 269-4605.

Keichikan Ga'ear Boroumm—
RECENE?&}RG%R Recoived o uOh
(ETCHIKAN GATEAR Sincerely,
”’::“ T \'\ e
ocl 4 W R e
Steve Van Sant P—
CLERK'S OFFICE State Assessor 8 LEparimion]

550'W. 7th Avenue, Suite 1640, Anchorage, Alaska 99501-3510
Telephone: (907) 2694580  Pax: (907) 269-453¢  Text T elephone: (907) 465-5437
Eamaik questons@alaska.govy  Website: htip/ / snww.commerce.alaska.gov/dea/
EXHIBITD
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AR 29.20.640

Report due by August 2, 2013

EXHIBIT E
Page 1 of 20



OFFICE OF THE
STATE ASSESSOR

PLEASE MAIL, OR FAX, ON OR BEFORE AUGUST 2, 2013 TO:

 Office mf ‘&h@ Stam Asgessm
350 W. Tth Avenue __Suit' “EM@

Reporting Municipality: Ketchilkan Gateway Borough
Report Prepared By: Ronald E. Brown
Job Title: Director of Assessment [Ph #: (807) 228-6853

if you have any questions or problems with any part of this questionnaire,
please contact the Office of the Stafe Assessor in Anchorage at 807-269-4585
or §07-269-4805.

EXHIBIT E
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2013
ANNUAL REPORT
ON
ASSESSMENT AND TAXATION

The information published in Alaska Taxable is based on the annual reporiing of assessments and
taxation information from each municipality. Your cooperation in compieting this report is essential fo the
accuracy of the publication and information distributed by the Department of Community and Sconomic
Development. This report Is also a requirement under AS 26.20, §4ﬁ£azi3} as prerequisite for recemt
of state shared revenue under AS 29.60 and othsr state prog

under AS 14.17.810,

itis required that = repert be certified both by the Assessor, who has chief responsibility for values, and the
Chisef Administrator, who has a large degree of responsibility of rates and overall administration.

f, .. Ronaild E. Brown Director of Assessment
{type or print name} (type or print title)

for the _ Ketchikan Gateway Borough , hereby cerlify
{municipality)

the information contained in the altached report is complete and carrect to the best

of my knowledge,

Bignature

7/18 /2053

Date

f, £an Bockhorst . Borough Mansger
{type or print name}  {lype or print title)

for the __Ketchikan Galeway Borough ., hereby ceriffy
{municipality)

the information contained in the altached report is complete anci correct to the best

of my knowledge,

Sagnaiure

i g/ﬁw

Date’

PG 1 TI18/2013
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ASSESSING
EPARTMENT

Total FY14 {TY13) budoet or contrast amount your assessing dept, §$695,829
{If the assessment portion of your budget overiaps with other functions, please provide your best
estimate of the cost for the assessing department only.} If the Assessment function is contracted,
please provide contract amount. Please indicate which of the following the contract covers:

Reappraisal Maintenance

1  Real Property Personal Property

MUNICIPAL ASSESSOR

Full-Time
NAME: Ronaid E. Brown
{please print} L part-Time
NUMBER OF APPRAISERS L contract {Piaase Provide name
and address balow}
Real Property Appraisers: 3.00
Personat Properly Appraisers: 1.00 {"If assessment office dutles are
Support Staff: ——————— performed by a contractor, please
’ e aitach a copy of the most recent
coniract,)

1. Over what period of time are all the parcels in your taxing distrlct measured and inspected?
(e.g., one year, two years, four years, efe...)

Number of years: 4

2. Date of most recently completed evaluation (inspection) cycle? 2013

{Deadlines, due dates, tec...)

1. Mailing dafe of assessment noficas (Real Property): 07-Feb-13 8. No. Inquiries 101
1a. Malling date of assessment notices (Personal Property): M 7. No. Appesls Filed 18

2. Meeting date of Board of Equalization: _d8-Mar-13

28 Jur13 8. No. Appeals ”

. L4 o

3. Mailing date of tax stateaments: _— Heard at BO

4, Data first half of tax payme : 30-Sep-13 §. Date Personal

2 payment due Property Filing Due
5. Date second half of tax payment due MIA 15-Jan-13
PG 2 TIB/2G13
EXHIBITE
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MUNICIPAL MILL RATE SHEET
Directions

Flease complete the following chart with the appropriate mill rates for Areawlde Administration (Admin.} and
Education (Educ.) for each Service Area/Zone No. Exira columns are provided for additionat services provided by
your municipality. Add mill rates across for "Total Mills", Also, remember to answer the Property Tax Cap and
Residential Propely Tax Exemption questions at the bottom of this page

# spacing below is inadequate, please attach your own summary or use the PG 3EX sheet for more lines..

Additional Services

Sei'vice Service Area = {Pleage spadiy}

Argaor or Zone Areawide | Areawide Total

Zong # Name Admin, Educ, Mills
See Page 3B

O WA ROTIY PRI GG SN TONGY N TAER VR VR Gy mmumd bobin e Ao Gl AiGke W) Ve gt D BT EIRRN iy HEHS SHMS X

n for property taxes? If so, please describe, in delad, howitis

Does your municipality have a LOGAL ¢
caloutated?
- {{Please include an example. Attach additicnal pages if needed.)

KGBC 45.11.120(c} ....the assembly shall not levy a generai property tax in excess of eight (8) mills. For the purposes of this section,
general property tax means an areawide levy only and does not include any special assessments or serfvee area levies,

Has your municipality adopted the residentlal homedwner's exemption AS 2845 050(3)7 Yes Ne X

Is the axemption [imited to owner-ocoupied properties? Yes No

Has your municipality changed the maximum limit or percentage factor for the residential homeowner's exemption  AS
29.45.0508(a)7 Yes, new Emit No X
Yes, new percantage No

How is this exemption applied? For exemple, 25% of vaiue up to the maxdmum of $50,000.

PG 3A 182043
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SUPPLEMENTAL

MUNICIPAL MILL RATE SHEET

Addidonst Servicas

e (Please spedfy)

Service | Service Area
Area or or Zone Areawlde | Arsawide City Non-Area Searvice Serviee Totl
Zone # MName Admin, Educ, Wide Ares 1 Area 2 kiills

Uy ot

% Kelchikan 5.00 8.70 ) 11.70
30 Borough &.00 Q.70 5.70

N Tongass
31 Fire/EMS 5.00 Q.70 1.70 7.40
33 VWaterfall 5.00 0.70 1.70 7.40
36 Mud Bight 5.00 0.70 1.7C 740
&5 Vallenar Bay 5.00 0.70 5.70
85 Loring 5,00 0.70 3.00 8,70
&7 Deep Bay 500 0.70 5.70
88 Long Arm 5.00 0,70 5.70
70 S. Tongass £.00 0.70 260 8.30
71 Forest Park 5.00 (.70 2,60 2.20 10.50
73 Cold Nugget 5.00 Q.70 250 8.30

Bola Nugget 7
74 Homestead 5.00 Q.70 2.80 8.30
75 Homestead 5.00 0.70 2860 8.30
77 Nichols View 5.00 0.70 2.80 8.30
85 Saxman 5.00 ' ] 58,00

PG 3B 7i18/2013
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EXAMPLE

R RTIE o b T
Service | Service Area {Plaase specify)

Area or or Zone Arsawide | Areawide Totai
Zone # Nams Admin, Edus. Firg Library Roads Mills
1 University SA 2.50 5.20 0.50 0.20 0.31 0.00 8.71

2 Gold Creek SA 2.50 8.20 0.00 0.00 0.00 0.00 B.70
3 Smith City SA 2.50 8.20 0.70 2.00 0.00 0.00 11.40
P& 3EX 782013
EXHIBITE
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OPTIONAL EXEMPTIONS AS 29.45.050

" Please list property that has been exemptad from property tax by local ordinance. The estimated value of this
| exempted property &s added to your locat Full Value Determination. Please identify the exemption and Jist your
| estimated value for the properiy exempted.

Q Up to the first $50,000 of assessed value of residential property AS 28.45.050(=)

Your estimate of value of exempt property | |
L Senior Citizen/Disabled Vateran pver the $150,000 mandated exemption AS 28.45.050(!
Your estimate of value of exempt property  { i

Community Purposs Exemption
Exemption Explanation _Southern 8.E. Reg. Aguaculture, N. Tongass Comm Club, Historic

Ketchikan

Your estimate of vaiue of exempt property  { $2,808,300 i

Machinery L Exempt Partially Exempt B FatTax D Other
Exemption Explanation  No estimate of valus available,

Your astimate of vaiug of exempt property |

]
Fumniture/Fixtures = Exempt Partiaily Exempt O mattex @ Other

Exemption Explanation  No estimate of value avaiiable.

Your estimate of value of exempt property | 1
0

1

inventory = Exempt Partially Exempt Fiaf Tax Other

Exemption Explanation  No estimate of valus available.

Your estimate of vaiue of exempt property |

Alrcraft C Exempi & Parfially Exemnt Flat Tax = Other
Exemption Explanation  No estimste of value avallable.

Your estimate of value of exempt property

| . 3 '
Hoats & Vessels Exempt Partially Exempt Flat Tenx Cther
Exemption Explanation Mo estimate of value availabie.

Your estimate of vaiue of exempt property | i

Il L 3
Recr. Equipment Exetmpt Partially Exempt Flat Tax Other
Exemption Explanation  No estimaie of value available.

Your estimate of value of exempt property & |

Total Other Evemptions from Paoe 48
Your estimate of value of exempt property | £83,058.300

TOTAL OPTIONAL EXEMPTIONS i $65,866,600

PG 4A 71182013
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OPTIONAL EXEMPTIONS CONTINUED AS 29.45.050 (CONT.)

- Piease list prop'érty'that has b?zén exempted from property tax by local ordinance. This page is
- provided for any exemptions that were not included on the previous page. Please attach any
documentation. The sum of these exemptions is automatically presented on Page 4A.

i Opticnal Exemption Description: | Business Parsonal Property
O Exempt B partially Exempt = Flat tax = Other
Exemption Explanation  Businsess Personzl Property Is Exempt in the Borough.

Gity of Ketchikan has exempted the first $2B,000 of value, COK Ord. 12-1698

Your estimate of value of exemptproperty |  OSAVALUE |

H optional Exemption Description: _ | KETGHIKAN SHIPYARD (AIDEA Lease)
Exempt Partially Exempt U Faf Tax = Other
Exemption Explanation KGEB 45.11.025 {g) AIDEA lease to VIGOR Industries.

New Constr. In 2012 was only 50% complefe, 100% finished for 2013,

Your estimate of value of exempt property | $61,538,200 |
= Optichal Exemption Nescription: i THRHA/KIC HOUSING -
Exampt Partially Exempt U™ Frat Tax Other

Exemption Explanation KGB 45.11.030 - Possessory Interest in NRHA Housing

Your estimate of value of exempt property  § $1,622,100 1

= Optional Exemption Description: O o i
Exempi Partially Exempt Fiat Tex Cther
Exemption Explanation
Your estimate of value of exempt property | i
[
Optlonai Exemptiofb")escﬁptton: é O I
Exempt Partially Exempt " Fiaf Tax Other
Exemption Explanation
Your estimate of value of exempt property | i
0
Optional Exemptiof Jlescription: A O
Exempt Fartially Exempt Flat Tax Other
Exernption Explanation
Your estimate of value of exempt property | !

Total Optional Exemptions (Page 48) | $63,058,300 i

PG 4B 711802013
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Include only that property which is taxable under state law.  If properly is exempt by Jocal ordinance (Optional
Exemption), please astimaie value that was exempted. Do net include ihe exernpt value of any property that flls
under a mandatory exemiption contained in AS 29.45.030 and AS 29.45.060. For example, exelude the senior citizen
and disabled veteran exemplion which is mandatory. For Beroughs, please complete one form for sach
incorporated city within your Borough and ona other sheet that provides the sum valua of all areas outside of
incorporated cities. For Citles, simply provide one sheet for your community. The sum of alf the sheets provided
should encompass the entire tax roli.

Ketchikan Gateway Bamugh

OF “AGTUAL TAXABLE
SRREALPRO B o ‘REAL PROPERTY §
RESIDENTIAL (1-4 famity) $1,822,100 $558,831,600
VAGANT $108,833,000
FARM $0
COMMERGIAL $64,344,500 $300.971,100
INDUSTRIAL $0
APARTMENT $217,656,000
CONDOMINIUM $32,767,400
MOBILE HOME PARKS $3,553,000
MOBILE HOMES (REAL) $1,586,600
OTHER ( ) $377,400
TOTAL REAL PROPERTY: $65,866,800 $1,314,675,800
PERSONAL PROPERTY CLASSIFICATION
. PERSONI VALUE OF OF7 IONAL LV EXERE SCTUAL TAXABLE
- _PROPE! PROPERTOr BERSONAL PROPERTY $
INVENTORY EXEMPT
MACHINERY/FIXTURES/EQUIP EXEMPT EXEMPT
MOTOR VEHICLES EXEMPT EXEMPT
AIRCRAFT EXEMPYT EXEMPT
BOATS AND VESSELS EXEMPT : EXEMPT
OTHER {RECR. EQUIP, MBHM'S) EXEMPT EXEMPT
TOTAL PERSONAL PROPERTY: EXEMPT EXEMPT
REAL & PERSONAL TOTALS $65,366,600 $1,314,576,900
PG 5 KGB 711812043
EXHIBITE
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include enly that property which is faxsble under stats law.  If properly is exempt by local ordinance (Optional
Exemption), please astimate value that was exempted. Do not includs the exermpt value of any properly that falls
under a mandatory exemption contained in AS 29.45.030 and AS 28.45.0580. For example, gxclude the sanlor citizen
and disabled veleran sxemption which is mandatory. For Boroughs, piease complete cne form for each
Incorporated sity within your Borough and one other sheet that provides the sum value of all areas outside of
incorporated citfes.  For Citles, simply provide one sheat for your community. The sum of all the shests provided
should encompass the entire fax roil,

City of Ketchikan

REA} PROPERTY CLASSIFICATION

.. ACTUAL TAXABLE
AL . REAL PROPERTY &
RESIDENTIAL (1-4 family) $5,500 $201,372,200
VACANT $40,812,100
FARM $0
COMMERCIAL 581,841,900 $326,506,900
INDUSTRIAL $0
APARTMENT $433,662,200
CONDOMINIUM $32, 767,400
MOBILE HOME PARKS $1,852,900
MOBILE HOMES (REAL) 1,061,100
OTHER ( ) $377,100
TOTAL REAL PROPERTY: $61,847,400 $737,422,600
PERSONAL PROPERTY CLASSIF]
PROPERTY TYPE ERSO RORER
INVENTORY OSA VALUE
MACHINERY/FIXTURES/EQUIP $4,796,180 $38,072,000
MOTOR VEHICLES OSA VALUE EXEMPT
AIRCRAFT §1,604,700 $12,257,300
BOATS AND VESSELS OSA VALUE EXEMPT
OTHER (RECR. EQUIP, MBHM'S) $1,093,700 $8,808,700
TOTAL PERSONAL PROPERTY: 57,394,580 60,238,000
$69,241,980 $757,860,800
PG5 COK 7182013
EXHIBITE

Page 11 of 20




Include only that property which is taxabls under state law,  If properly ts exempt by local ordinance (Oplionat
Exemption), please esimate value that was sxempted. Do not include the exempt value of any property that fails
under a mandalory exemption contained in AS 20.45.030 and AS 22.45.060. For axample, gxclude the senior cilizen
and disabled veteran exemption which i8 mandatory. For Boroughs, please complete one form for each
Incorporated city within your Berough and one other shest that provides the sum value of all areas cutside of
incorporated cities. For Citfes, simply provide one sheet for your community. The sum of all the sheels provided

should encompass the erdire tax roll.

City of Saxman

CTUAL TAXABLE
AL ~REAL PROPERTY §
RESIDENTIAL (1-4 family) 51,816,600 $8,218,800
VACANT $2,329,900
FARM
COMMERCIAL $5,525,900
INDUSTRIAL
APARTMENT $1,324,200
CONDOMINILM
IMOBILE HOME PARKS
MOBILE HOMES (REAL)
OTHER ( )
TOTAL REAL PROPERTY: $1,516,600 $18,012,800
PERSONAL PROPERTY CLASSIFICATION
. PERSONAL - UE OF OPTIONALLY EXEMP] TACTUAL TAXABLE
_ PROPERTY.TYPE ERSONALPROPER ERSONAL PROPERTY $
INVENTORY OSA VALUE $0
MACHINERY/FIXTURES/EQUIP OSA VALUE $0
MOTOR VEHICLES OSA VALUE 50
AIRGRAFT OSA VALUE $0
BOATS AND VESSELS OSA VALUE $0
OTHER (RECR. EQUIP, MBHMW'S) OSA VALUE $0
TOTAL PERSONAL PROPERTY:
REAL & PERSONAL TOTALS - $1,618,600 $18,012,800
PG 5 8AX 7/18/2013
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This page is simply a compliation of the dats sheats created for the clties o areas on the pravious page.

1t Is uged to Insure that

tha totals for each city end arsa sum up to the total valuation provided on page 7. i you have any supplemental sol iteme, be
sure that they are inclided in the particular city/ares sheets. Note that a total for the overall Borough or City will not be entered here

unless your community only has a single tax disirict or area. The sum of the parts should equal the whole.

SUMMARY OF TAX ROLL BY CITY/AREA

CIVY ORAREA . DPTIONAL EXEMPT, ARABTERE] | TAXABLE PERSONAL
IDENTIFICATION © REAL PROPERTY. BROPER' PROPERTY
MNon-Area Wids $2,502,800 $650,240,400 NIA
Clty of Ketchikan $61,847,400 §747,422,600 $7,394,580 80,238,000
GCity &f Saxman $1,516,500 £18,012,800 NiA NiA
ALL AREAS $55,366,600 $1,314,875,800 57,394,580 $80,238,000
TOTAL QPTIONAL
EXEMPTIONS 13,281,180
TOTAL REAL &
PERSONAL PROPERTY $1,374,913,800
PGS 782013
EXHIBITE
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LOCALLY TAXED PROPERTY

This page should summarize the combined fotal taxable value of all service areas or fax zones.
Bo pet include valugs for optlonal or mandstory sxemptions (Le., senlor clfizens), ar, state
assessed o and gas production property (AS 43.58) Values for AS 43.56 property are obtained
directly from the Departmeni of Revenue. Be sure to include any supplemental roll velues, H vour
supplemental rolls are not certified at the time you complete this report, plaass indicais when they will be
avaliable and we will contact you for that information at a later date.

" REAL PROPE

TOTAL LAND VALUE $492,561,400
TOTAL IMPROVEMENT VALUE $822,114,400

OTAL OPERTY: $1,314,675,800

TOTAL BUSINESS $60,238,000
TOTAL GENERAL 30
TOTAL PERSONAL PROPERTY; | $60,238,000

e ALLY TAXABLE
SUPPLEMENTAL FUEHAS 29.45)
REAL PROPERTY 2

PERSONAL PROFERTY "

TOTAL SUPPLEMENTAL ROLL VALUE:

Mumbsr of
Supplemental
Rolls

Real Property 0

Personal Properly 0

o TOTAL $1,374,913,800
“TOTAL PROPE
__ LEVIEDIBILLE $13,387,366
PG 7 711872013
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Possessory Inlerest Assessments

Possessory Inlerest Assessed Vaiue
on Tax Exempt Property, Article {X,

Explain method of passessory

$5,764,200

interest valuation below:

[Method: 36 Pis wilh & (axAbIe value. Leasenoid interesi valuation alth 0.83% 1 Mih Rate.

RESIDENTIAL (FOUR FAMLIES OR LESS)

3,684
VACANT 1908
FARM 5
COMMERCIAL 513
INDUSTRIAL "
APARTMENT pos
CONDOMINIUMS po
MOBILE HOME PARKS .
MOBILE HOMES —
OTHERU 2

BUSINESS

GENERAL

‘TOTAL PERSO -
7,661

PGB

71182013
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PERSOMAL
PROPERTY TYRE

FLOCALLY EXEMPT (8)* |-

T ACTOAL

AXABLE VALUE ()

BASED UPCN:

BUSINESS INVENTORY &
CONSIGNED GORDS

$2

$0

Exampt
Fuff and True Value

BUSINESE MACHINERY,
FIXTURES & EQUIPMENT

$4,796,180

$38,072,000

Exernpt
PARTIAL EXEMPT

MOBILE HOMES

REAL PROPERTY

REAL PROPERTY

Exempt
Full end True Value
Flatmienf §

MOTOR VERICLES

MVRT

MVRT

Exampt
Full ard True Value
Fistrale of §

AIRCRAFT PRIVATE

EXEMPT

EXEMPT

Exempt
Full and True Vaiue
Number of Landings

AIRCRAFT COMMERCIAL

$1,504,700

$12,257,300

Full and True Vaiue
PARTIAL EXEMPT

BOATS & VESSELS

EXEMPT

EXEMPT

Exermpt
Fultand True Valus
Tannage or Length

PRIVATE EQUIPMENT

EXEMPT

EXEMPT

Exampt
Full and True Value

PRIVATE
RECREATIONAL
EQUIPMENT

EXEMPT

EXEMPT

Exempt
Full and True Value
Other

OTHER

§1,087,300

$8,857,000

Exampt
Full and Trus Yalue
PARTIAL EXEMPT

LEASEHOLD

$G,400

$51,780

Exernpt
Full and True Value
PARTIAL EXERMPT

Exempt
Fuil and True Value
Ciher

OO OO O TR DU OO0 O OO o OO0 LR

Exarnpt _
Full and True Vaiues
Cther

Totals

$7,384,680

$680,238,000

Mote: The fotal vajues provided above, should
maich the numbers that were provided for

persenal property on pages six and seven,

* Please provide estimated value exempted from levy or subject to a flat rate tax

PG g

7812013
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The "Sales Ratio Report” should be self-explanatory. Remember older sales shouid be trended to
January st The weighted mean is the key figure we are looking for and it is halpful ¥ you have ample
market data to develop a weighted mean for both vacant and improved property. Pleass report ALL
SALES DATA, not just those sales belwsan 70% and 130% of value. Report which sales, if any,
were excluded 88 non-market transactions. ALSQO PLEASE PROVIDE A SEPERATE SHEEY FOR
EACH MUNICIPALITY WITHIN YOUR JURISDICTION. Any statistical sales data you can include wouid
be appreciated, including the COD.

The weighted mean is used to adjust Jocally assessed values into full and true values, Call the Office of
the Btate Assessor at 2684605 ¥f you have questions concerning this page.

If you have enough sales or the capacity to develop sale ratios for each municipality within your
jurisdiction, the end product would be a mare accurate full value deferminaton. However, if this is not
possibie, simply provide an overalt rate for your jurisdiction.

KETCHIKAN GATEWAY BOROUGH

Total number of sales occurring in area_| 26} 224
Total number of sales not utilized. ! 4] 8
COD with Median i 7.011} 8.274
PRD (Price Related Differential] g 101] 1.006
COD with Weighted Mean ] 7.3751 8.498
Weighted Mean | 1.001%; 94.800%
Mean ] 1.012| 95.40%
Medlan | 1.027! 96.20%
Overall Weighted Mean for all Real Property * " -

© The Overall Weighted Mean will be used to caleufate your municipality's Real Property Full Value Determination.

PG 10 KGB 7/18/2013
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The "Sales Ratio Reporl” should be self-explanatory. Remember older sales shouid be trended to
Jangary 1st. The weighted mean is the key figure we are looking for and it is helpfut § you have ample
market data to develop a weighted mean for both vacant and improved property. Pleass report ALL
SALES DATA, not just those sales between 70% and 130% of value. Report which sales, if any,
ware excluded as non-markef transactions. ALSO PLEAEE PROVIDE A SEPERATE S8HEET FOR
EACH MUNICIPALITY WITHIN YOUR JURISDICTION. Any statistical sales data you can include would
be asppreciated, ncluding the COD,

The weighted mean is used o adjust locally assessed values into full and true values. Call the Office of
the State Asssssor at 268-4605 if you have questions conceming this page.

If you have encugh sales or the capacity o develop sale ratios for each municipality within your
jurisdiction, ihe end product would bs a more accurate full value determination. However, if this is not
possible, simply provide an overall rate for your jurisdiction.

CITY OF KETCHIKAN

Total number of sales occurring in area | 8 145
Total number of saies not utilized. | 11 4
COD with Median ‘ | 3.047 8.419
PRD (Price Related Differential) i 1.011) 1,001
COD with Weighted Mean ! 3.085] 8.513
Weighted Mean 1 99.300%} 95.400%
Mean ! 100.4%} 95.50%
Median | 99.4%} 96.10%

Overall Welghted Mean for ali Real Property * | 95528 ;0

* The Overall Waeighted Mean will be used o calculata your miunicipality's Reat Property Full Value Detarmination,

PG 10 COK F1182013
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The "Sales Ratic Report" should be self-explanatory. Remember older sales should be trended io
January 1st. The weighted mean is the kay figtre we are looking for and 1 is helpful ¥ you have ampls
market data to develop a weighted mean for both vacent and improved proparty. Please report ALL
8ALES DATA, not just those sales between T0% and 130% of value. Report which sales, # any,
were excluded as non-market transactlons. ALSO PLEASE PROVIDE A SEPERATE SHEET FOR
EACH MUNICIPALITY WITHIM YOUR JURIEDICTION. Any statistical sales data you can include would
be appreciated, including the COD.

The weighted maan is used to adjust locally assessed values into full and trus values. Call the Office of
the State Assessor at 269-4605 if you have questions concerning this paga.

if you have enough sales or the capacily to develop sale ratios for each municipafity within your
jurisdiction, the end product would be & more accurgte full value detarmination. However, if this & not
passible, simply provide an overall rate for your jurisdiction. )

CITY OF SAXMAN

Total number of sales occurring in area | o} 2

Total number of sales not utilized, | 0f 2

COD with Median | N/A ' N/A

PRD (Price Related Differential) ] N/A | NIA

COD with Weighted Mean ] N/A I N/A

Welghted Mean i N/A ] N/A

Mean 1 NIA / N/A

Median ] NIA i /A
Overall Welghted Mean for all Real Property * N/A

* Tha Overall Welghted Mean will be usad to caloulate your municipality's Real Properly Full Value Delemmination.

PG 10 88X 1182013
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Personal Property is taxable within the City of Ketchian ONLY| Personal Property has been
exempted by the Ketchikan Gateway Borough. Comments have been added to Page 7 to refiect the
addition of the BP Assessed Value for the City of Ketchikan as wall as the total amount of COK 8P
taxes.
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KETCHIKAN GATEWAY BOROUGH

1800 Flrst Avanus, Suils 210, Ketchikan, Alaska 99801
» talaphane: (307] 228-6625 + fax (807) 228-8684
Office of the Borough Manager

May 22, 2013

Ms. Ginny Clay

School Board President

Ketchikan Gateway Borough School District
333 Schoenbar Road

Ketchikan, Alaska 99901

RE: MNotice of FY 2014 Expenditure Authority and Funds to be Made Available from
Loeal Sources for School Purposes During FY 2004

Dear Board President Clay:

On behalf of the Borough Assembly and in accordance with AS 14.14.060{c) and XGBC
2.35.050," this letter provides notice of the total expenditures authorized by the
Borough Assembly for the School District dusing FY 2014, Additionally, this letter
provides notice of the amount of money to be made available from local sources for
schoot purposes during FY 2014, The spending limit and local funding determinations
were made by the Borough Assembly through the adoption of Crdinance No. 1668~
Amended nr May 20, 2013 {unsigned copy enclesed),

The total expenditures authorized for the District Operating Budget during FY 2014 are
£42,087,709 based on the following anticipated revenues:

a} State Aid, estimated at 82.8% of adequate funding where

“adequate funding” is represented by Basic Negd 420,783,958
b} State “Quatity School” funding per AS 14.17.480 70,374
¢} Borough appropriaticn: local contribution required by

AS 14,17.410(b)[2} to pay 17.2% of adequate funding

{portion of Basic Need not paid by the State of Alaska} 4,188,727
d} Borough appropriation: discretionary funding per
AS 14.17.410(c){2) {undesignated by the Assembly) 3,077,270

e} Borough appropriation: discretionary funding per

AS 14.17.410{cH{2} {designated by the Assembly for

payment of contractual services) 533,600
f} Borough appropriation: discretionary funding per

A% 14.17.410(c)2) {dasignated by the Assembly for

payment of “building insurance”} 220,000

EXHIBITF
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Ms. Ginny Clay
May 22, 2013
Page 2

g] Borough appropriation: discretionary funding per
AS 14.17.410(c){2} (designated by the Assembiy for

payment of “Homestead Road Maintenance”) 20,403
h} State Funding Outside Formula ' 450,000
i} Other Operating Ravenues 98,600
i} Carryover Funds 1,033,221
k) Charter School Carryover Funds 0
11 Medicaid 150,000
m) TRS On-hehalf Payments $5,353,723
n} PERS On-behalf Payments 743,933
o} Grants and Other Revenues 5,364,500
TOTAL %42,097,709

The Assembly has determined that the sum of $8,050,000 will be made available from
local sources for school purposes, exclusive of debt service and funding for school
construction and major maintenance projects, subject to the terms of Section 2 of
Ordinance No. 1669-Amended {enclosed). Of that amount, $4,198,727 is the Borough
contribution required by AS 14,17.410(b}{2) to pay the 17.2% State underfunding of the
amount needed to provide adequate funding for education {Basic Need}. Additionally,
$533,600 represents local contributions of cash to pay for contractual services to be
nrovided pursuant to Attachment A of Ordinance No. 1669-Ameanded; $220,000
represents local contributions of cash for "building insurance;” $20,403 represents
funds designated for the District’s share of the cost of maintaining Homestead Road;
and the remaining $3,077,270 in local contributions is undesignated by the Assembly.

Please note that the District’s share of the cost of maintaining Homestead Road is listed
incorrectly in the District’s budget as $38,740. Moreover, | believe that the District’s
allocation of $220,000 for “building Insurance” is in error since it is more than 2.6 times
the cost last year {$84,000). For that reason, Section 2{b}{2} of Ordinance No. 1663
expressly provides that any portion of the $220,000 remaining after the payment of

“butding insurance” may be used for other purposes lawfully authorized by the School
Board.

Additionally, | note that, yesterday, Governor Parnell signed HCS €S58 18(FIN} em H into
{aw as Chapter 16 SLA 2013. As approved by the Governor, the bill appropriated $21
million for student safety and security enhancement and for fixed costs and energy
relief. The aliccation of those funds will result in an additional estimated $370,000 to
the Ketchikan Gateway Borough Schocl District in FY 2014. Those funds were not
included in the District’s FY 2014 budget.

EXHIBITF
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Ms. Ginny Clay
May 22, 2013
Page 3

On behalf of the Assembly, | request that you provide (for informational purposes) an
updated hudget reflecting Ordinance No. 1668-Amended and Chapier 16 SLA 2013,
Specificaily, this would entail changes to the District budget to provide for the payment
of contractual services, building insurance; and the District’s share of the cost of
maintaining Homestead Road, The revisions wouid alse reflect local funding of
$8,050,000 and an additional $370,000 from Chapter 16 SLA 2013, If you provide the
revised budget by June 6, the nformation can be considered at the June 11
Assembly/School Board Lisison Commitiee meeating.

Sincerely,

b,

Dan Bockhorst
Borough Manager

Enclosure: Ordinance No. 1668-Amended {adopted but unsigned)

cc:  Mavyor and Assembly Members
School Board Members
Robert Bovle, Superintendent
Kacie Paxton, Borough Clerk
Scott Brandi-Erichsen, Borough Attomey
dike Houts, Finance Director

' AS 14.14.060(c) reads as follows

See. 14.14.060, Relationship batween borough school district and borough;
finances and buildings.

{c} Except as otherwise provided by municipal ordinance, the borough school
board shail submit the school budge! for the following school year to the borough
assembly by May 1 for approval of the totai amount. Within 30 days alter receipt
of the budget the assembly shall dalermine the iotal amount of money o be
made available from local sources for schoof purposes and shall furnish the
school board with 2 statement of the sum to be made available. If the assembly
dowes not, within 30 days, furnish the schoo! boarg with a statement of tha sum to
be made avaiiable, the amount requested in the budget is automatically
approved. Except as otherwise provided by municipal ordinance, by Jung 30, the
assembly shail appropriate the amount to be made available from local sources
from money available for the purpose.

EXHIBITF
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Ms. Ginny Clay
May 22, 2013
Page 4

i

Section 2.35.050 of the Ketchikan Gateway Borough Code reads as follows:

2.,35.680. School budget The horough school board shall submit the acheol
budget for the following school year to the borsugh assembly by May 1 for
approval of the fotal amount. Within thirty (30) days after the receipt of the
budget, tha assembly shall determine the tolai amount of money to be made
available from local sources for school purposes and shall furnish the school
board with a statement of the sum to be made avallable. If the assembly does
not, within thirty (30} days, furnish the schoot board with a statement of the sum
to be made available, the amount requested in the budget is automatically
approved. By June 30, the assembly shall appropriate the amount 0 be made
avallable from jocal sources from money available for the purposs.

EXHIBITF
Page 4 of 4
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EELOCIER ALY

KETCHIKAN GATEWAY BOROUGH ?ﬁ‘,%gﬁ

1800 First Avenus, Sulte 210, Ketchikan, Alaska 89901 S i
e Telephone: {307) 228.8825 » Fax (907) 228-0884

(iffice of the Borpugh Manager SRR TR TYRE.

Octaber 9, 2013

Michael Hanley, Commissioner

Alaska Department of Education and Early Development
PO Box 110500

junesu, AK 59811-0500

Daar Comniissioner Hanley:

Today, the Ketchikan Gateway Borough pald 54,198,727 to the Ketchikan Gateway Borough School District by
Check # 39153. A copy of that check is enclosed. Check # 39153 was issued as payment of the FY 2014
"required local contribution” of the Ketchikan Gateway Borough to the Ketchikan Gateway Borough School
District mandated by AS 14.12.020{c) and AS 14.17.410(b).

As reflected on the check, the $4,198,727 payment was made under protest because the required logzl
contribution mandated by AS 14.12.020{c) and AS 14.17.410(b} is a dedicated State tax that is prahibited by
Art. 1%, § 7 of the Constitution of the State of Alaska, The Borough reserves the right to seek return of the
amount of these funds from the State of Alaska as a refund of the Hlegal tax. This tax is patd inlleu of
payment of equal amount from the State treasury,

Despite the Borough's recognition that the required local contribution is an jiegal tax, the Ketchikan Gateway
Borough was forced to make the payment because AS 14.17.410(d) provides that State aid for education may
not be provided to a borough schoot district if the local ¢contribution required under AS 14.17.410(b}{2) has
not been made. The required local contribution suffers from numerous other legal infirmities, including
saveral that render the required local contribution an illegai obligation.

On Getober 6, 2013, the Ketchikan Gateway Borough Assembly directed that steps be taken to initiate a
complaint agalnst the State of Alaska on the claims described in the enclosed memorandum dated October 3,
2013. The memorandum Is labeled as “confidential;” however, that privilege as it pertains to the
memorandum was walved by the Assembly Monday evening.

As part of its suit, the Borough Intends to seek repayment from the State of Alaska of the entire
uriconstitutional dedicated tax of $4,198,727 patd under protest through Check # 39153,

oyt

Dan Bockhorst
Boroyugh Manager

cor Mavor and Assembly, Ketchikan Gateway Borough
Scott Brandt-Erichsen, Borough Atlarney
fobert Boyie, Superintendent, Ketchikan Gateway Borough School District
Angela Rodell, Acting Commissioner, Alaska Department of Revenue

EXHIBITH
Page 1 of 1
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TIME : 12/85/2013 15:86

HAME 1
Fax  : 28272052088
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SER. & @ BROLBJBB3LTY

DATE, TIME 12/66 14:5%

FAX NO. /NAME 19872473823

DURATION BE: a0 58
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RESULT <

MODE STANDARD
ELM

UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF ELEMENTARY AND SECONDARY EDUCATION

December 4, 2013

Mr, Robert Bovle

Superintendent

Ketchikan Gateway Borough School District
333 Schoenbar Road

Ketchikan, AK 99901

ATTN: Matthew C. Groves

VIA FAX (9CGT) 247-3823
impact Aid Application No.: 11-.AK~2014-1606

Dear Mr. Boyvle:

This letter is in reference to your district’s fiscal year (FY) 2014 application for financial
assistance under Scction 8003 of the Impact Ald Program law. We have determined that
your school district is ineligible for seetion 8003 funds for FY 2014 because your school
district does not mect the basic eligibility threshold.

In order to qualify for funding under Section 8003, a district’s federally connected

children must number at least 400 in average daily attendance {ADA) or must be equal to

at least three percent of the distriet’s total ADA. Your districts” ADA percentage of

federally connected students is only 1.40% and, therefore, does not meet the sligibilitgoigim )

Page 10f3




UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF ELEMENTARY AND SECONDARY EDUCATION

Diecember 4, 2013

Mr, Robert Boyle

Superintendent

Ketchikan Gateway Borough School District
333 Schoenbar Road

Ketchikan, AX 99901

ATTN: Matthew C. Groves

VIAFAX (907)247-3823

Impact Aid Application No.: 11-AK-2014-1606
Dear Mr. Boyle:

This letter is in reference to your district’s fiscal year (FY) 2014 application for financial
assistance under Section 8003 of the Impact Aid Program law. We have determined that
your school district is ineligible for section 8003 funds for FY 2014 because your school
district does not meet the basic eligibility threshold. -

In order to qualify for funding under Section 8003, a district’s federally connected
children must number at least 400 in average daily attendance (ADA) or must be equal to
at least three percent of the district’s 1otal ADA. Your districts’ ADA percentage of
federally connected students is only 1.40% and, therefore, does not meet the ehglblixty
requirements for Impact Aid Program funds.

In addition, the legislation imposes a further limitation on eligibility and payments
associated with children that either reside on federal property (other than low-rent
housing property) or have a parent employed on federal property, but not both, To be
eligible for a payment, these children must number at least 1,000 in ADA or constitute at
least 10 percent of the district’s total ADA, Your districts’ ADA, percentage of federaily
connected students whose parent is a civilian working on federal property on Table 5 is

anly 3.93% and, therefore, does not meet the civilian eligibility requirements for Impact
Aid Program funds.

400 MARYLAND AVENUE, 3.3, WASHINGTOM, 0.0 202025244
"Our mission is to ensuve equal access to education and fo promote educational excellence thronghout the ?\’?%Mg’i i;— ;
. 1 i

Page 20 3



Page 2 — Impact Aid 8003 Field Review Notice

Please note that this finding of your district’s ineligibility s for FY 2014 only. Itis
possible that your district could qualify for funding in a future fiscal year. If you have any
questions about this determination, please contact me at (202) 453-5539.

Sincerely,

gy RO B
I T R

Cara Aboona

Program Analyst

Impact Aid Program
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ALASKEA D930G1-197]

TELEPHONY {9073 23761309

wr

K&l GATES LLP
420 L STREET. $UITE 400

AMCHORA

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

KETCHIKAN GATEWAY BOROUGH, an
Alaska municipal corporation and political
subdivision; AGNES MORAN. an individual,
on her own behalf and on behalf of her minor
son; JOHN COSS, a minor; JOLIN Case No. 1KE-14-16 I
HARRINGTON, an individual; and DAVID
SPOKELY, an individual;

Plaintiffs,
V.

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

Detendants.

[PROPOSED] ORDER GRANTING MOTION FOR SUMMARY JUDGMENT

The Court having considered Plaintiff s™ Motion and Memorandum for Summary
Judgment ("Motion™), and arguments for and against the Motion, HEREBY ORDERS:

The Motion is GRANTED. The required local contribution provided for in AS
14.17.410(b) ("RLC”) violates Article IX, Section 7, Article IX, Section 13; and Article
H, Section 15 of the Aiaska Counstitution. Defendants are permanently enjoined from
assessing the RLC and punishing Plaintiffs for failure to pay future RLCs. Defendants
shall fund the Basic Need provided for in AS 14.17.410 of the Ketchikan Gateway
Borough School District not‘»&fithsiaxzding the absence of future RLCs. Finally,
{Proposed) Order Granting Motion for Summary Judgment

Ketehikan Gateway Borough, et al. v, State of Alaska., Case No.
Page 1of 2




ATES LLP

420 L STREET,

AMCHORAGE,

.‘
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TELEPHONE: {907
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FEB 06 201

Defendants shall refund the 2014 RLC paid by the Ketchikan Gateway Borough to the

Ketchikan Gateway Borough School District.
SO ORDERED

DATED at . this

, 2014,

day of

The Honorable William B. Carey
Superior Court Judge

{Proposed) Order Granting Motion for Summary Judgment
Ketchivan Gareway Borough, et al. v. State of Alaskea., Case No.
Page 2 of 2




K&l GATES LLP
420 L STREET, 3UITE 400
ANCHORAGE, ALASKA 99501-1971
TELEPHONE: (807) 2761569

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

KETCHIKAN GATEWAY BOROUGH, an
Alaska municipal corporation and political
subdivision; AGNES MORAN, an individual,
on her own behalf and on behalf of her minor
son; JOHN COSS, a minor; JOHN Case No. 1KE-14-00016CI
HARRINGTON, an individual; and DAVID
SPOKELY., an individual;

Plainuffs,
V.

STATE OF ALASKA; MICHAEL HANLEY,
COMMISSIONER OF ALASKA
DEPARTMENT OF EDUCATION AND

e T SO of ths 1rig 1
FARLY DEVELOPMENT, in his official o he Trig Goups,
capacity; e .

Defendants.

PLAINTIFFS’ NOTICE TO DEFENDANTS REQUIRED UNDER AK. R. CIV.
PROC. 77(b)(4)

Plaintiffs Ketchikan Gateway Borough (“Borough™), Agnes Moran, John Coss,
John Harrington, and David Spokely (collectively “Plaintiffs”), by and through their
counsel of record, hereby provide naotice to the Defendants State of Alaska and Michael
Hanley (collectively “Defendants™) as follows:

Defendants have the right to file a written opposition to Plaintiffs” Motion and

Memorandum for Summary Judgment, Declaratory Judgment and Permanent Injunction

PLAINTIFFS® NOTICE TO DEFENDANTS REQUIRED UNDER AK. R, CIV. PROC. 7Hb)4)
Ketehikan Gateway Borough, et al. v. State of Alaska, Case No. 1KE-14-00016CI
Page t of 2




K &1 GATES LLP
4201, STREET, SUTE 440

ANCHORAGE, ALASKA §9301- 1971

TELEPHONE: {9073 276-1969

(“Motion™} in accordance with the time limits provided for in Al. R. Civ. Proc. 77(c)(2).

The opposition must be filed in Ketchikan, Alaska.

KETCHIKAN GATEWAY BOROUGH

By: %ﬂ%ﬁ '

Seott 4‘1 Brandt-EBrichsen
Ketchikan Gateway Borough Atltorney
Alaska Bar No. 8811175

K&L GATESLLP

wisiana W. Cutler
Alaska Bar No. 9106028

Jennifer M. Coughlin
Alaska Bar Mo. 9306015

Attorneys for all Plaintiffs

PLAINTIFFS’ NOTICE TO DEFENDANTS REQUIRED UNDER AK. R. CIV. PROC. 77(b){4)
Ketchikan Gateway Borough. et al. v. State of Aiaska, Case No. 1KE-14-00016CH
Page 2ol 2




{)ffice of the
Borough Attorngy
1900 19 Avenue,
Saife 215
Ketchikan, Alaska
99901
(P0TILIBH635
Fax{907)228-6683

)

e
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13
14
15
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17
18
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21

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

KETCHIKAN GATEWAY BOROUGH,
an Alaska municipal corporation and
political subdivision; AGNES MORAN,
an individual, on her own behalf and on
behalf of her minor son; JOHN COSS, a
minor; JOHN HARRINGTON, an
individual; and DAVID SPOKELY, an
individual;

o Case Mo, 1KE-14-0016 C1
Plaintiffs,

V.

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

Defendants.

CERTIFICATE QF SERVICE

On February 6th, 2014, a true and correct copy of the Motion and Memorandum for
Summary Judgment, Affidavit of Scott Brandt-Erichsen, Order Granting Motion for
Summary Judgement, Plaintiffs’ Notice, and this Certificate of Service were served on
the following people of record in the following action Via: U.S. Mail:

Certificate of Service

KGB etal v. SOA et al.

1KE-14-0016 CI
lof2




Office of the
Borough Attorney
1940 1% Avenne,
Saite 215
Ketchikan, Alaska
TooG1
(907)228.6635
Fax{047)225-6683

10
11
12
13

14

16
17
I8
19
20
21

22

]
LA

26

Margaret Paton-Walsh

Asgsistant Attormey General

1031 West Ifourth Avenue, Suite 260
Anchorage, AK 96501

Certificate of Service
KGB et al. v. SOA et al.
1KE-14-0016 1

202

Rebecca H. Hattan
Assistant Attorney General
P.O. Box 110330

Tuneau, AX 99801

E‘ A W S et

Cindy Covatilt- N:iomgomek?f LP
Certifled Paralegal
Ketchikan Gateway Borough

\




