HOUSE OF REPRESENTATIVES
HB 2399

school clistricts; bonded indebtedness limitations
Sponsors: Representatives Carter, Stevens: Dial, et al.
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OVERVIEW
HB 2399 increases Class B bonding capacity limits for school districts.

Summary of the Proposed Strike-Everything Amendment to HB 2399
The proposed strike-everything amendment to HB 2399 temporarily increases Class B bonding
capacity limitsfor school districts.

HISTORY

In 1994, Arizona's system of school capital finance was declared unconstitutional by a court
decision in Roosevelt v. Bishop because it failed to conform to the Arizona Constitution’s
“genera and uniform” clause. The previous system allowed school districts to rely on the
secondary property tax, driven by the property wealth of the school district, and genera
obligation bonding. The court ruled that the system created funding disparities between school
districts. The 1998 law designed to conform Arizona s school finance system to the mandates set
forth by the Constitution is known as Students Fair and Immediate Resources for Students Today
(Students FIRST).

The Arizona Constitution set the debt limit for common school and union high school districts at
15% of the district’s net assessed value (NAV) and 30% for unified districts. When Students
FIRST passed, the Legislature lowered the bonding debt limit from 15% to 5% for common
school and union high school districts and from 30% to 10% for unified districts.

The Fiscal Note prepared by the Joint Legidative Budget Committee indicates that the bill would
not have afiscal impact on the state, however, the local impact is estimated at up to $400 M due
to the amount of bonds currently authorized but not issued by school districts with negative
bonding capacity under the current caps.

PROVISIONS

« Assession law, increases a non-unified school district’s Class B bonding capacity limit from
5% to 10% and a unified school district’s Class B bonding capacity limit from 10% to 20%
through FY 2015-16.

« Applies the increased limits to bonds issued pursuant to elections held both before and after
the effective date of this act.

. Stipulates that any Class B bonds issued in excess of statutory limitations are considered
specia Class B bonds and must be treated as Class A bonds for the purpose of computing
Class B bonding capacity when the temporary increase is no longer in effect.
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HB 2399

« Prohibits specia Class B bonds from being treated as Class A bonds for the purpose of
requiring that the proceeds be obligated in contract.

. Intends for the revenue that results from the temporary additional bonding capacity to be
used only for capital purposes and not for maintenance and operation expenses.
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