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December 17, 2007
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MEMORANDUM NO. 069-07M  SCHOOL FACILITIES AND ORGANIZATION 
TO:

Educational Service District Superintendents

School District Superintendents



School District Assistant Superintendents

School Business Managers

FROM:
Terry Bergeson, State Superintendent of Public Instruction
RE:
Rule Change to WAC 392-347-023 – State Assistance in Post 1992 Facilities
CONTACT:
Gordon Beck, Director


(360) 725-6261  TTY (360) 664-3631
Attached is a rule change that delays the implementation for one year of the “2 Percent Rule” as it applies to the state school construction assistance program.  Many of you recognize this issue, which has received a high level of discussion over recent years.  The delay of this rule is recommended by our School Facilities and Organization Technical Advisory Committee (TAC) and Citizen Advisory Panel (CAP), who have been actively considering the issue.  
Because of the high profile and far reaching implications around this rule and parallel to this TAC consideration, two other important efforts are also underway.  The OSPI Non-Employee Related Costs (NERC) Committee has been reviewing the implications of the rule as they consider an advisory recommendation to the Basic Education Funding Committee.  Also, the Joint Legislative Task Force on School Construction has been advised of this proposed rule change and is further considering the issue.
Current WAC (392-347-023) and Practice
The current rule begins requiring some districts who did major construction in 1993 to start accounting for costs in those buildings in 2008.   The rule requires an average 
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annual maintenance cost of at least 2 percent per year in those buildings over 15 years old or be penalized future state capital construction assistance.  In other words, the buildings built in 1993 may be modernized with state assistance in 2023.  At that time the 15 years of accounting at a 2 percent level for maintenance and operations must be demonstrated or the district is penalized state assistance for modernization.   
Proposed WAC Amendment

State assistance for modernization of school facilities accepted by the school district board of directors after January 1, 1993 January 1, 1994, shall be limited according to the following conditions:
(1)  A school facility shall be ineligible for state assistance if the total expenditures for maintenance of plant and equipment for that facility during the fifteen-year period immediately preceding the project application was below one-half of one percent of the total of the annually determined building replacement values during  the same period;
(2) The allowable cost per square foot used to determine the amount of state assistance in any modernization project where the total expenditures for maintenance of plant and equipment for that facility during the fifteen-year period immediately preceding the project application was at least one-half but less than two percent of the total of the annually determined building replacement values during the same period shall be reduced as follows:

a. The allowable cost per square foot shall be reduced by twenty-two and one-half percent where the above expenditure is at least one-half but less than one percent;

b. The allowable cost per square foot shall be reduced by fifteen percent where the above expenditure is at least one but less than one and one-half percent;

c. The allowable cost per square foot shall be reduced by seven and one-half percent where the above expenditure is at least one and one-half but less than two percent;

(3)  No reduction in the allowable cost per square foot shall be applied to any modernization project where the total expenditures for maintenance of plant and equipment for that facility during the fifteen-year period immediately preceding the project application was two percent, or greater, of the total of the annually determined building replacement values during the same period;
(4) A district shall not be allowed to replace a school facility through new construction in lieu of modernization under WAC 392-347-042 where the total expenditures for maintenance of plant and equipment for that facility during the fifteen-year period immediately preceding the project application was below two percent of the total of the annually determined building replacement values during the same period.
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(5) For the purpose of this section “maintenance of plant and equipment” shall be general fund expenditures charged to maintenance and operations activities 61-supervision and 64-maintenance and capital projects fund expenditures charged to 
type code 22- remodeling and 42- capital improvements as defined in the Accounting Manual for Public School Districts.
If you have any questions regarding this amendment, please contact Gordon Beck, Director, School Facilities and Organization at (360) 725-6261, gordon.beck@k12.wa.us, TTY (360) 664-3631, or contact the School Facilities and Organization office at (360) 725-6265.
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