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AN ACT

To repeal section 165.011, RSMo, and to enact in lieu thereof one new section relating to transfers
between certain funds of school didtricts, with an emergency clause.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Section 165.011, RSMo, is repeded and one new section enacted in lieu thereof, to
be known as section 165.011, to read as follows:

165.011. 1. Thefollowing funds are created for the accounting of adl school moneys. teachers
fund, incidenta fund, free textbook fund, capital projectsfund and debt service fund. Thetreasurer of the
school digtrict shall open an account for each fund specified in this section, and al moneys received from
the county school fund and al moneys derived from taxetion for teachers wages shal be placed to the
credit of the teachers fund. All tuitionfees, state moneys received under sections 162.975, RSMo, and
163.031, RSMo, and dl other moneys received from the state except as herein provided shdl be placed
to the credit of the teachers and incidental funds at the discretion of the digtrict board of education. The
portion of state aid received by the district pursuant to section 163.031, RSMo, based upon the portion
of the tax rate in the debt service or capital projects fund, respectively, which isincluded in the operating
levy for school purposes pursuant to section 163.011, RSMo, shall be placed to the credit of the debt
sarvice fund or capitd projects fund, respectively. Money received from other districtsfor transportation
and money derived from taxation for incidental expenses shdl be credited to the incidenta fund. Money
apportioned for freetextbooksshall be credited to thefreetextbook fund. All money derived from taxation
or recelved from any other source for the erection of buildings or additions thereto and the remodeling or



reconstructionof buildings and the furnishing thereof, for the payment of |ease-purchase obligations, for the
purchase of red edtate, or from sale of red estate, schoolhouses or other buildings of any kind, or school
furniture, from insurance, fromsale of bonds other than refunding bonds shdl be placed to the credit of the
capita projectsfund. All moneysderived from thesdeor lease of Sites, buildings, fadilities, furnishingsand
equipment by aschool digtrict as authorized under section 177.088, RSMo, shall be credited to the capita
projectsfund. Money derived from taxation for theretirement of bondsand the payment of interest thereon
shdl be credited to the debt service fund which shdl be maintained as a separate bank account. Receipts
from ddinquent taxes shdl be dlocated to the severd funds on the same basis as receipts from current
taxes, except that where the previous years obligations of the district would be affected by such
digtribution, the delinquent taxes shall be distributed according to the tax levies made for the yearsin which
the obligationswereincurred. All refunds received shal be placed to the credit of the fund from which the
origina expenditures were made. Money donated to the school digtricts shall be placed to the credit of
the fund where it can be expended to meet the purpose for which it was donated and accepted. Money
received from any other source whatsoever shal be placed to the credit of the fund or funds designated
by the board.

2. (1) The school board may expend from the incidenta fund the sum that is necessary for the
ordinary repairs of school property and an-amount:not:-to-exceed the sum of expenditures for classroom
ingructiond capital outlay, as defined by the department of dementary and secondary education by rule,
in state-gpproved area vocationd-technicd..schools and the greater of twenty-five percent of the
guaranteed tax base for the preceding year or two and one-fourth percent of the district's entitlement for
the preceding school year as established pursuant to line 1 of subsection 6 of section 163.031, RSMo, as
of June thirtieth of the preceding school year for dassroom ingtructiond capital outlay, including but not
limited to payments authorized pursuant to section 177.088, RSMo. Any and dl payments authorized
under section 177.088, RSMo, except as otherwise provided in this subsection, for the purchase or lease
of gtes, buildings, facilities, furnishings and equipment and al other expenditures for capita outlay shdl be
made from the capital projects fund. If a-baance remainsin the free textbook fund after books are
furnished to pupilsasprovided in section 170.051, RSMo, it.shall betransferred to theteachers fund. The
board may transfer the portion of the balance remaining in the incidental fund to the teechers fund thet is
necessary for the total payment of al contracted obligations to teachers. If abaance remainsin the debt
service fund, after the tota outstanding indebtedness for which the fund was levied is paid, the board may
transfer the unexpended balance to the capita projects fund. If abalance remainsin the bond proceeds
after completion of the project for which the bonds were issued, the balance shdl be transferred from the
incidenta or cepitd projects fund to the debt service fund. After making al placements of interest
otherwise provided by law, a school digtrict may transfer from the capital projects fund to the incidenta
fund the interest earned from undesignated baances in the capita projects fund. All other sections of the
law notwithstanding, a school digtrict may transfer from the incidental fund to the capita projects fund an



amount equa to the capital expenditures for school safety and security purposes. A school district may
borrow from one of the following funds. teachers fund, incidental fund or capitd projects fund, as
necessary to meet obligationsin another of thosefunds; provided that thefull amount isrepaid to thelending
fund within the same fiscd year.

(2) No school digtrict shal make any expenditure for any lease purchase obligation authorized
pursuant to section 177.088, RSMo, and incurred on or after January 1, 1997, from the district's capital
projects fund unless the didtrict levies, in the current year, atax rate in the capitd projects fund which is
aufficient to generate revenues equd to or greater than the amount of such expenditure and collects such
revenues and credits such revenues to the capita projects fund. For the purposes of subsection 8 of this
section, any expenditure made in violation of this 'subdivison shdl be consdered a transfer of funds
performed in violation of this sectionand that amount shall be deducted from the school didtrict's Sate aid
caculated pursuant to section 163.031, RSMo, in the school year following the year such expenditure is
made.

3. Tuition shal be paid from either the teachers or incidentd funds.

4. Other provisons of law to the contrary notwithstanding, the school board of a school digtrict
that satisfiesthe criteriagpecified in subsection 5 of this section may trandfer from theincidenta fund to the
capitd projects fund the sum of:

(1) Theamount to be expended for-transportation equipment that is considered an dlowable cost
under state board of education rules for transportation rel mbursements during the current year; plus

(2) Any amount necessary to satisfy obligationsof thecapitd projectsfund for state-approved area
vocationd-technica schoals; plus

(3) Anamount not to exceed the greater of:

(& The guaranteed tax base for the preceding year; or

(b) Nine percent of the digtrict's entitlement for the preceding school year as established pursuant
to line 1 of subsection 6 of section163.031, RSMo, as of June thirtieth of the preceding school year;
provided that transfer amounts authorized. pursuant to this subdivison may only be transferred by a
resolution of the school board approved by amgority of the board membersin office when the resolution
is voted upon and identifying the specific capitd projects to be funded by the transferred funds and an
estimated expendituredate; and provided that if adigtrict did not maintain compliancewith the requirements
of section 165.016 the preceding year without recourseto awaiver for that year or abase year adjustment
received that year or afund balance excluson unless the fund baance excluson had adso been used the
second preceding year, the transfer amount pursuant to this subdivison may be transferred only to the
extent required to meet current year obligations of the capital projects fund.

5. In order to transfer funds pursuant to subsection 4 of this section, aschool digtrict shdl:

(1) Meet the minimum criteria for date aid and for increases in sate aid for the current year
established pursuant to section 163.021, RSMo;



(2) Notincur atotal debt, including short-term debt and bonded indebtednessin excess of fifteen
percent of the guaranteed tax basefor the preceding payment year multiplied by the number of resident and
nonresident eigible pupils educated in the didrict in the preceding yesr;

(3) Set tax rates pursuant to section 164.011, RSMo;

(4) Firgt apply any voluntary rollbacks or reductionsto thetotal tax ratelevied to theteachers and
incidentd funds;

(5) Inorder to be digible to transfer funds for paying lease purchase obligations:

(& Incur such obligations, except for obligations for lease purchase for school buses, prior to
January 1, 1997;

(b) Limit the term of such obligetions to no more than twenty years;

(¢) Limit annud ingtadlment payments on such obligations to an-amount no greater than the amount
of the payment for thefirs full year of the obligation, including al paymentsof principa and interest, except
that the amount of the final payment shal be limited to an amount no greater thantwo times the amount of
such firg-year payment;

(d) Limit such paymentsto leasing nonathletic, dassroom, ingructiond facilities as defined by the
gate board of education through rule; and

(e) Not offer ingtruction at a higher-grade level than was offered by the digtrict on July 12, 1994.

6. A schoal didrict shdl be digible to transfer funds pursuant to subsection 7 of this section if:

(1) Prior to August 28, 1993:

(& The school digrict incurred an obligation for the purpose of funding payments under a lease
purchase contract authorized under section 177.088, RSMo;

(b) The school didrict notified the appropriate loca dection officid to place an issue before the
votersof thedigtrict for the purpose of funding payments under alease purchase contract authorized under
section 177.088, RSMo; or

(¢) Anissue for funding payments under a lease purchase contract authorized under section
177.088, RSMo, was approved by the voters of the distriet; or

(2) Prior to November 1, 1993, a school board adopted a resolution authorizing an action
necessary to comply with subsection 9 of section 177.088, RSMo. Any increasein the operating levy of
a digrict above the 1993 tax rate resulting from passage of an issue described in paragraph (b) of
subdivision (1) of this subsection shall be considered as part of the 1993 tax rate for the purposes of
subsection 1 of section 164.011, RSMo.

7. Prior to transferring funds pursuant to subsection 4 of this section, aschool district may transfer,
pursuant to this subsection, from the incidental fund to the capitd projects fund an amount as necessary to
satisfy an obligation of the capita projects fund that satisfies at least one of the conditions specified in
subsection 6 of this section, but not to exceed its payments authorized under section 177.088, RSMo, for



the purchase or lease of Stes, buildings, facilities, furnishings, equipment, and al other expenditures for
capita outlay, plustheamount to be expended for trangportation equipment that isconsdered an dlowable
cost under state board of education rules for trangportation reimbursements during the current year plus
ay amount necessary to satisfy obligations of the capita projects fund for state-approved area
vocationd-technica schools. A schoal digtrict with alevy for school purposesno greater than the minimum
levy specified in section 163.021, RSMo, and an obligation inthe capita projectsfund that satisfies at least
one of the conditions pecified in subsection 6 of this section, may transfer from the incidenta fund to the
capita projects fund the amount necessary to meet the obligation plusthe transfers pursuant to subsection
4 of this section.

8. Beaginning in the 1995-96 school year, the department of e ementary and secondary education
shdl deduct from a school didtrict's state aid caculated pursuant to section 163.031, RSMo, an amount
equd to the amount of any transfer of fundsfrom theincidental fund to the capita projects fund performed
during the previous year in violaion of this section; except that the state aid shall be deducted in equd
amounts over the five schoal years following the school year of an unlawful transfer provided that:

(1) Thedidrict shdl provide written notice to the state board of education, no later than June first
of the firgt schoal year following the school year of the unlawful trandfer, stating the didrict's intention to
comply with the provisions of subdivisons(1).to (4) of thissubsection and have Sate aid deducted for that
unlawful transfer over afive-year period;

(2) On or before September first of .the second school year following the school year of the
unlawful trandfer, the digtrict shal gpprove an increase to the digtrict's operating levy for school purposes
to the greater of: two dollars and seventy-five cents per one hundred dollars assessed va uetion or the levy
which produces an increase in total state and local revenues, as determined by the department, in
comparison to the first school year following the school year of the unlawful transfer whichis equa to or
greater than the amount of state aid to be deducted pursuant to this subsection each school year for such
unlawful transfer, provided that increases required pursuant. to.this subdivision for subsequent unlawful
transfers shal be made in comparison to the latter tax rate described in this subdivision;

(3) During each school year after the school year inwhich the operating levy isincreased pursuant
to subdivison (2) of this subsection and in which state aid is deducted pursuant to subdivisions (1) to (4)
of thissubsection, thedigtrict shall maintain an operating levy for school purposeswhich producestotd state
and loca revenuesfor the digtrict which are no lessthan the totd state and local revenues produced by the
levy required pursuant to subdivison (2) of this subsection;

(4) During each school year dtate aid is deducted pursuant to subdivisons (1) to (4) of this
subsectionexcept for the 1998-99 school year, the digtrict shal maintain compliance with the requirements
of section 165.016 without any recourse to waivers or base-year adjustments and without the option to
demonstrate compliance based upon the digtrict's fund baances; and

(5) If,inany school year Sateaid isdeducted pursuant to subdivisions (1) to (4) of thissubsection,



the didtrict fails to comply with any requirement of subdivisons (1) to (4) of this subsection, the full,
remaning amount of state aid to be deducted pursuant to this subsection shal be deducted from the
digrict's state aid payments by the department during such school year.

9. On or before June 30, 1999, aschool district may transfer to the capita projectsfund from the
balances of theteachers and incidental fundsany amount, but only to the extent that the amount transferred
isequd to or lessthan the amount that the teachers and incidental funds unrestricted balances on June 30,
1995, exceeded eight percent of expenditures from the teachers and incidental funds for the year ending
June 30, 1995. 10. (1) Other provisonsof law to the contrary notwithstanding, aschool district
which satifies dl conditions specified in subdivison (2) of this subsection may make the transfer allowed
in subdivison (3) of thissubsection.

(2) Tomakethetrandfer alowed under subdivigon (3) of thissubsection, aschool didtrict shall:

(8 Have amembership count for school year 1997-98 which is at least sixteen percent greater
than the digtrict's membership count for the 1991-92 school year; and

(b) Have passed a full waiver of Propostion C tax rate rollback pursuant to section 164.013,
RSMo, or gpproved an increase to the district's tax rate ceiling on or after June 1, 1994; and

() Bein compliance or have paid dl penalties required pursuant to section 165.016 for the
1994-95, 1995-96 and 1996-97 school-years without waiver or adjustment of the base school year
certificated sdary percentage; and

(d) After dl trandfers, have aremaining balance onJune 30, 1998, in the combined teachers and
incidenta funds which is no less than ten percent of the combined expenditures from those funds for the
1997-98 school year.

(3) A didrict which satifiesdl of the criteria gpecified in paragraphs (a) to (d) of subdivison (2)
of this subsection may, on or before June 30, 1998, make a one-time combined transfer from the teachers
and incidentd funds to the capitd projects fund of an amount no greater than the sum of the following
amounts.

(& The product of the digtrict's equalized assessed valuation for 1994 times the difference of the
digtrict'sequalized operating levy for school purposesfor 1994 minusthe didtrict's equalized operating levy
for school purposes for 1993;

(b) The product of the digtrict's equalized assessed vauation for 1995 times the difference of the
digtrict'sequalized operating levy for school purposesfor 1995 minusthe didtrict's equalized operating levy
for school purposes for 1993;

(¢) The product of the digtrict's equalized assessed vauation for 1996 times the difference of the
digtrict'sequalized operating levy for school purposesfor 1996 minusthe didtrict's equalized operating levy
for school purposes for 1993;

(d) Theproduct of the digtrict's equalized assessed vauation for 1997 times the difference of the
digtrict'sequalized operating levy for school purposesfor 1997 minusthe didtrict's equalized operating levy



for school purposesfor 1993; provided that the remaining balancein theincidentd fund shdl benolessthan
twelve percent of the total expenditures during that fiscal year from the incidenta fund.

(4) A digrict which makesatransfer pursuant to subdivision (3) of thissubsection shal be subject
to compliance with the requirements of section 165.016 for fiscal years 1999, 2000 and 2001, without the
option to request awaiver or an adjustment of the base school year certificated sdlary percentage.

(5) Other provisonsof section 165.016 to the contrary notwithstanding, the transfer of an amount
of funds from ether the teachers or incidenta fund to the capita projectsfund pursuant to subdivison (3)
of this subsection shall not be considered an expenditure from the teachers or incidenta fund for the
purpose of determining compliance with the provisons of subsections 1 and 2 of section 165.016.

11. Inaddition to other transfers authorized under subsections 1 to 9 of thissection, adistrict may
transfer from the teachers and incidental funds to the capita projects fund the amount necessary to repay
costs of one or more guaranteed energy savings performance contractsto renovate buildingsin the school
digrict; provided that the contract isonly for energy conservation measures, as defined in section 640.651,
RSMo, and provided that the contract specifiesthat no payment or total of paymentsshall berequired from
the school ditrict until at least an equa total amount of energy and energy-related operating savings and
payments from the vendor pursuant to the contract have been redlized by the school digtrict.

12. In addition to other transfers authorized-pursuant to subsections 1 to 9 of this section, any
school digtrict that has undergone at |east-a twenty-percent increase in assessed valuation from the
preceding year because of the construction.of @ power plant may make a one-time transfer on the basis
of each such increase, to the capita projects fund from the baances of the teachers and incidenta funds
unrestricted balancesin an amount equal to twicethe amount of such transfer otherwise permitted pursuant
to this section for the year in which such one-time transfer is made; provided that such transfer shal be
made prior to the end of the second fiscd year following the fisca year in which the increase in assessed
vauaioniseffective. Such onetimetransfer may be made without regard to whether thetransferred funds
are used for current expenditures. No transfer-shal-be made pursuant to this subsection after June 30,
2003. 13. A schoal digtrict may transfer unrestricted fundsfrom the capital projectsfund tothe
incidental fund in any year in which that year's June thirtieth combined incidental and teachers
funds unrestricted balance compar ed tothecombined incidental and teacher sfundsexpenditures
would be lessthan ten percent without such transfer.

14. Schoal districtsthat haveissued qualified zone academy bonds pursuant to 26 U.S.C.
Section 1397E, also known asthe Taxpayer sRelief Act of 1997, prior to December 31, 2002, and
have placed bond proceedsinto an interest-bearing account in the capital projects fund without
meeting the requirement to set a levy in the debt service fund asrequired in section 164.161,
RSMo, shall be per mitted to make transfersto thedebt service fund in an amount up to but not
exceeding the original amount of bond proceeds invested, under the following conditions:

(1) Thedigrict hasan unrestricted balancein the capital projectsfund equivalent tothe



original amount of bond proceedsinvested that may be transferred to the debt service fund; or

(2) If thedistrict does not have sufficient unrestricted fundsin the capital projectsfund
pursuant to subdivison (1) of thissubsection, then additional fundsmay betransferred from the
incidental fund to the debt service fund up to theamount needed to equal the original amount of
bond proceedsinvested, but such transfer in combination with other digtrict expendituresmay not
reduce theending fund balancein the combined teachers and incidental fundsbelow ten per cent
balance of the expendituresin those funds;

(3) If thetransfersallowed pursuant to subdivisions (1) and (2) of this subsection are not
aufficient to equal the original amount of bond proceeds invested, the district shall provide an
annual tax in the debt service fund sufficient to generate the amount required within five years
from the effective date of this section;

(4) Thedigtrict shall report thefollowing information as prescribed by the department of
elementary and secondary education on the annual secretary of the board report required to be
submitted pursuant to section 162.821, RSMo, for the fiscal year ending June 30, 2003:

(a) Documentation of the establishment of the local academy/business partner ship and
the ten per cent business match for qualified zone academy bonds pursuant to 26 U.S.C. Section
1397E;

(b) A detailed schedule of completed and planned expenditures for the projects as
specified in the department-approved gualified zone academy bond application, identified by
building with certification by the district that a minimum of ninety-five percent of the voter-
approvedqualified zone academy bondswill be expended within threeyear sfrom thedate of the
sale of bonds; and

(©) The business name, office location, state of incorporation, and names of any
representative of thebondingingtitution and bond counsd, if applicable, whohandled thequalified
zone academy bond issuance, including all-individuals who signed correspondence to or made
presentationsto the school district concerning such bonds, and providing the amount of feesor
costs of issuancepaid tothebonding institution and bond counsd stated asawholedollar amount
and as a per centage of the qualified zone academy bond,;

(5) Any transfer made pursuant to subdivison (1) or (2) of this subsection shall be
reported on thedistrict’ sfiscal year 2003 financial records;

(6) If the didgrict fails to provide the information in the manner prescribed by the
department on the annual secretary of the board report by December 31, 2003, the amount of
unrestrictedfund balancetransferred into the debt servicefund from the capital projectsfund or
incidental fund shall be returned to the original fund from which the transfer was made and an
annual tax established in the debt service fund sufficient to pay the principal and interest of the
bonds asthey fall due.



15. On or before August 31, 2005, a school district located in a county of the third
classfication without a township form of government and with mor e than thirty-seven thousand
two hundred but lessthan thirty-seven thousand thr ee hundred inhabitantsand in a county of the
third classification without atownship form of gover nment and with mor ethan ninethousand four
hundr edfifty but lessthan ninethousand five hundr ed fifty inhabitantsshall be per mitted tomake
a one-time additional transfer from the incidental fund to the capital projects fund in an
appropriate amount for the specific pur poseof completingasewer project in order tocomply with
regulations established by the department of natural resour ces.

16. On or before August 31, 2005, a school district with an assessed valuation of at least
thirty-one million dollars and less than thirty-two million dollarslocated in a county of the third
classification without atownship form of gover nment and with merethan thirty-onethousand but
less than thirty-one thousand one hundred inhabitants shall be permitted to make a one-time
additional trandfer from theincidental fund tothecapital projectsfund in an appropriateamount
for the specific purpose of improving the library media and technology center that serves the
digtrict's high school and middle schoadl.

Section B. Because of the need to adequately fund the public schools of this state, section A of
this act is deemed necessary for theimmediate preservationof the public headth, welfare, peace and safety,
and is hereby declared to be an emergency act within the meaning of the condtitution, and section A of this
act shdl bein full force and effect upon its passage and approva.



