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Reported from the Special Committee on Education Funding May 4, 2005 with recommendation that House Committee Substitute
for Senate Substitute for Senate Committee Substitute for Senate Bill No. 287 Do Pass. Referred to the Committee on Rules pursuant to Rule
25(26)(f).

STEPHEN S. DAVIS, Chief Clerk
1420L.09C

AN ACT

To repeal sections 148.360, 149.015, 160.264, 160.415, 160.530, 160.531, 160.534, 160.550,
161.527, 162.081, 162.792, 162.935, 162.975, 163.005, 163.011, 163.014, 163.015,
163.021, 163.023, 163.025, 163.028, 163.031, 163.032, 163.034, 163.035, 163.036,
163.071, 163.073, 163.081, 163.087, 163.091, 163.172, 164.011, 164.303, 165.011,
165.015, 165.016, 165.121, 166.260, 166.275, 167.126, 167.151, 167.332, 168.110,
168.126, 168.281, 168.515, 170.051, 170.055, 171.121, 178.296, and 360.106, RSMo,
and to enact in lieu thereof forty-six new sectionsrelating to education, with acontingent
effective date for certain sections and penalty provisions.

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

Section A. Sections 148.360, 149.015, 160.264, 160.415, 160.530, 160.531, 160.534,
160.550, 161.527, 162.081, 162.792, 162.935, 162.975, 163.005, 163.011, 163.014, 163.015,
163.021, 163.023, 163.025, 163.028, 163.031, 163.032, 163.034, 163.035, 163.036, 163.071,
163.073, 163.081, 163.087, 163.091, 163.172, 164.011, 164.303, 165.011, 165.015, 165.016,
165.121, 166.260, 166.275, 167.126, 167.151, 167.332, 168.110, 168.126, 168.281, 168.515,
170.051, 170.055, 171.121, 178.296, and 360.106, RSMo, are repealed and forty-six new
sections enacted in lieu thereof, to be known as sections 142.816, 148.360, 149.015, 160.415,
160.530, 160.534, 161.527, 162.081, 162.935, 163.011, 163.021, 163.023, 163.025, 163.028,

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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163.031, 163.036, 163.042, 163.043, 163.044, 163.071, 163.073, 163.081, 163.087, 163.091,
163.172, 164.011, 164.303, 165.011, 165.012, 165.016, 165.121, 166.275, 167.126, 167.151,
167.229, 167.332, 168.110, 168.126, 168.281, 168.515, 170.051, 170.055, 171.121, 178.296,
360.106, and 1, to read as follows:

142.816. 1. Motor fuel sold to any school district within this state and used to
operate buses used solely to transport studentsto or from school or to transport students
to or from any placefor educational purposesisexempt from thefuel tax imposed by this
chapter. The department shall promulgate rules to implement the provisions of this
section.

2. Any ruleor portion of arule, asthat term isdefined in section 536.010, RSMo,
that is created under the authority delegated in this section shall become effective only if
it complies with and is subject to all of the provisions of chapter 536, RSMo, and, if
applicable, section 536.028, RSMo. Thissection and chapter 536, RSM o, arenonseverable
and if any of the power svested with the gener al assembly pur suant to chapter 536, RSM o,
to review, to delay the effective date, or to disapprove and annul a rule are subsequently
held unconstitutional, then the grant of rulemaking authority and any rule proposed or
adopted after July 1, 2006, shall beinvalid and void.

148.360. On or before the first day of October of each year, [the commissioner of
education shall apportion to the school districts of the state all of the moneysto the credit of the
county foreign insurance tax fund, and warrants shall be issued in favor of the treasurers of the
school districts. The moneys shall be apportioned to each school district in the statein the same
proportion that the September membership of the district, determined as provided in (1) of
subdivision (8) of section 163.011, RSMo, bearsto the sum of the September membership of all
districts in the state] the state treasurer shall transfer the moneys in the county foreign
insurancetax fund to the state school moneysfund for distribution to the school districts
under section 163.031, RSMo.

149.015. 1. A tax shall belevied upon the sale of cigarettes at an amount equal to eight
and one-half mills per cigarette, until such time asthe general assembly appropriates an amount
equal to twenty-five percent of the net federal reimbursement allowanceto the health initiatives
fund, then thetax shall be six and one-half mills per cigarette beginning July [first] 1 of thefiscal
year immediately after such appropriation. Asused in this section, "net federal reimbursement
allowance" shall mean that amount of the federal reimbursement allowance in excess of the
amount of state matching funds necessary for the state to make paymentsrequired by subsection
1 of section 208.471, RSMo, or, if the payments exceed the amount so required, the actual
payments made for the purposes specified in subsection 1 of section 208.471, RSMo.
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2. Thetax shall be evidenced by stampswhich shall be furnished by and purchased from
the director or by animpression of the tax by the use of a metering machine when authorized by
the director as provided in this chapter, and the stamps or impression shall be securely affixed
to one end of each package in which cigarettes are contained. All cigarettes must be stamped
before being sold in this state.

3. Cigarette tax stamps shall be purchased only from the director. All stamps shall be
purchased by thedirector in proper denominations, shall contain such appropriatewording asthe
director may prescribe, and shall be of such design, character, color combinations, color changes,
sizesand materia asthe director may, by rules and regul ations, determineto afford the greatest
security to the state. It shall be the duty of the director to manufacture or contract for revenue
stamps required by this chapter; provided that if the stamps are contracted for, the manufacturer
thereof shall be within the jurisdiction of the criminal and civil courts of this state, unless the
stamps cannot be obtained in this state at a fair price or of acceptable quality. If stamps are
manufactured outside of the state, the director shall take any precautions which he deems
necessary to saf eguard the state agai nst forgery and misdelivery of any stamps. Thedirector may
require of the manufacturer from whom stamps are purchased a bond in an amount to be
determined by him commensurate with the monetary value of the stamps, containing such
conditions as he may deem necessary in order to protect the state against |oss.

4. 1t shall be the intent of this chapter that the impact of the tax levied hereunder be
absorbed by the consumer or user and when thetax ispaid by any other person, the payment shall
be considered as an advance payment and shall thereafter be added to the price of the cigarettes
and recovered from the ultimate consumer or user with the person first selling the cigarettes
acting as an agent of the state for the payment and collection of the tax to the state, except that
in furtherance of the intent of this chapter no refund of any tax collected and remitted by a
retailer upon gross receipts from asale of cigarettes subject to tax pursuant to this chapter shall
be claimed pursuant to chapter 144, RSMo, for any amount illegally or erroneously overcharged
or overcollected as aresult of imposition of salestax by the retailer upon amounts representing
the tax imposed pursuant to this chapter and any such tax shall either be refunded to the person
who paid such tax or paid to the director. The director may recoup from any retailer any tax
illegally or erroneously overcharged or overcollected unless such tax has been refunded to the
person who paid such tax.

5. In making sales of cigarettes in the state, a wholesaler shall keep a record of the
amount of tax on hisgross sales. Thetax shall be evidenced by appropriate stamps attached to
each package of cigarettes sold. Notwithstanding any other law to the contrary, no tax stamp
need be attached to a package of cigarettes transported in the state between wholesalers or
distributors unless and until such packageis sold to aretailer or consumer.
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6. The tax on any cigarettes contained in packages of four, ten, twenty or similar
guantitiesto be used solely for distribution as samples shall be computed on aper cigarette basis
at therate set forth in this section, and payment of the tax shall be remitted to the director at such
time and in such manner as he may prescribe.

7. Therevenue generated by the additional two millstax imposed effective August 13,
1982, less any three percent reduction allowed pursuant to the provisions of section 149.021,
shall be placed in aseparate fund entitled "The Fair Share Fund". Such moneysinthefair share
fund shall be transferred monthly to the state school moneys fund and distributed to the
[schools] school districtsinthisstate[on an average daily attendance basi s, except] asprovided
in section 163.031, RSMo.

8. The revenue generated by the additional two millstax imposed effective October 1,
1993, less any three percent reduction allowed pursuant to the provisions of section 149.021,
shall be deposited in the health initiatives fund created in section 191.831, RSMo. When the
general assembly appropriates an amount equal to twenty-five percent of the net federal
reimbursement allowance to the hedlth initiatives fund, this subsection shall expire. The
additional two millstax levied pursuant to this section shall not apply to an amount of stamped
cigarettesin the possession of licensed wholesalers on October 1, 1993, up to thirty-five percent
of thetotal cigarette sales made by such licensed wholesaler during the six monthsimmediately
preceding October 1, 1993.

160.415. 1. For the purposes of calculation and distribution of state school aid under
section 163.031, RSMo, pupils enrolled in a charter school shall be included in the pupil
enrollment of the school district within which each pupil resides. Each charter school shall
report the names, addresses, and eligibility for free [or reduced-price] and reduced lunch [or
other], special education, or limited English proficiency status, as well as eligibility for
categorical aid, of pupilsresident inaschool district who are enrolled in the charter school to the
school district in which those pupilsreside[and]. Thecharter school shall report theaverage
daily attendance data, free and reduced lunch count, special education pupil count, and
limited English proficiency pupil count to the state department of elementary and secondary
education. Each charter school shall promptly notify the state department of elementary and
secondary education and the pupil's school district when a student discontinues enrollment at a
charter school.

2. (1) A school district having one or more resident pupils attending a charter school
shall pay to the charter school an annual amount equal to the product of the [equalized, adjusted
operating levy for school purposesfor the pupils' district of residence for the current year times
the guaranteed tax base per eligible pupil, as defined in section 163.011, RSMo, times the
number of the district's resident pupils attending the charter school] charter school'sweighted
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average daily attendance and the state adequacy target, multiplied by the dollar value
modifier for the district, pluslocal tax revenues per weighted average daily attendance
from the incidental and teachers funds in excess of the performance levy as defined in
section 163.011, RSMo, plus all other state aid attributable to such pupilg[, including summer
schooal, if applicable, and all aid provided pursuant to section 163.031, RSMo].

(2) Thedistrict of residence of a pupil attending a charter school shall also pay to the
charter school any other federal or state aid that the district receives on account of such child.

(3) The amounts provided pursuant to this subsection shall be prorated for partial year
enrollment for a pupil.

(4) A school district shall pay the amounts due pursuant to this subsection as the
disbursal agent and no later than twenty days following receipt of any such funds.

(5) The per-pupil amount paid by a school district to a charter school shall be reduced
by the amount per pupil determined by the state board of education to be needed by the district
inthecurrent year for repayment of leasehold revenue bonds obligated pursuant to afederal court
desegregation action.

3. If aschool district fails to make timely payments of any amount for which it is the
disbursal agent, the state department of elementary and secondary education shall authorize
payment to the charter school of the amount due pursuant to subsection 2 of thissection and shall
deduct the same amount from the next state school aid apportionment to the owing school
district. If acharter school is paid more or less than the amounts due pursuant to subsection 2
of thissection, theamount of overpayment or underpayment shall be adjusted initsnext payment
by the school district or the department of elementary and secondary education, as appropriate.
Any dispute between the school district and a charter school as to the amount owing to the
charter school shall be resolved by the department of elementary and secondary education, and
the department's decision shall be the final administrative action for the purposes of review
pursuant to chapter 536, RSMo.

4. The charter school and alocal school board may agree by contract for servicesto be
provided by the school district to the charter school. The charter school may contract with any
other entity for services. Such servicesmay include but are not limited to food service, custodial
service, maintenance, management assistance, curriculum assistance, mediaservicesandlibraries
and shall be subject to negotiation between the charter school and thelocal school board or other
entity. Documented actual costs of such services shall be paid for by the charter school.

5. A charter school may enter into contracts with community partnerships and state
agenciesactingin collaboration with such partnershipsthat provide servicesto childrenand their
families linked to the school.
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6. A charter school shal be eligible for transportation state aid pursuant to section
163.161, RSMo, and shall be free to contract with the local district, or any other entity, for the
provision of transportation to the students of the charter school.

7. (1) The proportionate share of state and federal resources generated by studentswith
disabilities or staff serving them shall be paid in full to charter schools enrolling those students
by their school district where such enrollment isthrough acontract for services described inthis
section. The proportionate share of money generated under other federal or state categorical aid
programs shall be directed to charter schools serving such students eligible for that aid.

(2) A charter school district shall provide the special services provided pursuant to
section 162.705, RSMo, and may provide the special services pursuant to a contract with a
school district or any provider of such services.

8. A charter school may not charge tuition, nor may it impose fees that a school district
is prohibited from imposing.

9. A charter school is authorized to incur debt in anticipation of receipt of funds. A
charter school may also borrow to finance facilities and other capital items. A school district
may incur bonded indebtedness or take other measuresto providefor physical facilitiesand other
capital items for charter schools that it sponsors or contracts with. Upon the dissolution of a
charter school, any liabilities of the corporation will be satisfied through the procedures of
chapter 355, RSMo.

10. Charter schools shall not have the power to acquire property by eminent domain.

11. The governing body of a charter school is authorized to accept grants, gifts or
donations of any kind and to expend or use such grants, gifts or donations. A grant, gift or
donation may not be accepted by the governing body if it is subject to any condition contrary to
law applicable to the charter school or other public schools, or contrary to the terms of the
charter.

160.530. 1. Beginning with fiscal year 1994 and for all fiscal years thereafter, in order
to beeligiblefor state aid distributed pursuant to section 163.031, RSMo, a school district shall
allocate one percent of moneys received pursuant to section 163.031, RSMo, exclusive of
categorical add-ons, to the professional development committee of the district asestablished in
subdivision (1) of subsection 4 of section 168.400, RSMo. Of the moneys allocated to the
professional development committee in any fiscal year as specified by this subsection,
seventy-five percent of such fundsshall be spent inthe samefiscal year for purposes determined
by the professiona development committee after consultation with the administrators of the
school district and approved by thelocal board of education as meeting the objectives of aschool
improvement plan of the district that has been developed by the local board. Moneys expended
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for staff training pursuant to any provisionsof thisact shall not be considered in determining the
requirements for school districts imposed by this subsection.

2. Beginning with fiscal year 1994 and for all fiscal years thereafter, [ninety percent of
one percent] eighteen million dollars of the moneys appropriated to the department of
elementary and secondary education otherwise distributed to the public schools of the state
pursuant to the provisions of section 163.031, RSMo, exclusive of categorical add-ons, shall be
distributed by the commissioner of education to address statewide areas of critical need for
learning and devel opment as determined by rule and regulation of the state board of education
with the advice of the commission established by section 160.510 and the advisory council
provided by subsection 1 of section 168.015, RSMo. The moneys described in this subsection
may be distributed by the commissioner of education to colleges, universities, private
associations, professional educati on associ ati ons, statewide associ ationsorganized for the benefit
of members of boards of education, public elementary and secondary schools, and other
associationsand organi zationsthat provide professional devel opment opportunitiesfor teachers,
administrators, family literacy personnel and boards of education for the purpose of addressing
statewideareasof critical need, provided that subdivisions(1), (2) and (3) of thissubsection shall
constitute priority uses for such moneys. "Statewide areas of critical need for learning and
development” shall include:

(1) Funding the operation of state management teams in districts with academically
deficient schools and providing resources specified by the management team as needed in such
districts,

(2) Fundingfor grantsto districts, upon application to the department of elementary and
secondary education, for resourcesidentified asnecessary by thedistrict, for thosedistrictswhich
arefailing to achieve assessment standards,

(3) Funding for family literacy programs;

(4) Ensuringthat all children, especially children at risk, children with special needs, and
gifted students are successful in school;

(5) Increasing parental involvement in the education of their children;

(6) Providing information which will assist public school administrators and teachers
in understanding the process of site-based decision making;

(7) Implementing recommended curriculum frameworksasoutlinedin section 160.514;

(8) Training in new assessment techniques for students,

(9) Cooperating with law enforcement authorities to expand successful antidrug
programs for students,

(10) Strengthening existing curriculaof local school districtsto stress drug and alcohol
prevention;
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(11) Implementing and promoting programs to combat gang activity in urban areas of
the state;

(12) Establishingfamily schools, whereby such schoolsadopt proven model sof one-stop
state services for children and families;

(13) Expanding adult literacy services, and

(14) Training of members of boards of education in the areas deemed important for the
training of effective board members as determined by the state board of education.

3. Beginning with fiscal year 1994 and for all fiscal yearsthereafter, [ten percent of one
percent] two million dollars of the moneys appropriated to the department of elementary and
secondary education otherwise distributed to the public schools of the state pursuant to the
provisions of section 163.031, RSMo, exclusive of categorical add-ons, shall be distributed in
grant awards by the state board of education, by rule and regulation, for the "Success Leads to
Success' grant program, which is hereby created. The purpose of the success leads to success
grant program shall be to recognize, disseminate and exchange information about the best
professional teaching practices and programs in the state that address student needs, and to
encourage the staffs of schools with these practices and programs to develop school-to-school
networks to share these practices and programs.

4. Thedepartment shall includealisting of all expendituresunder this section in
the annual budget documentation presented to the governor and general assembly.

160.534. For fiscal year 1996 and each subsequent fiscal year, any amount of the
excursion gambling boat proceeds deposited in the gaming proceedsfor education fundinexcess
of theamount transferred to the school district bond fund as provided in section 164.303, RSMo,
shall be transferred to the [state school moneys] classroom trust fund. Such moneys shall be
[transferred on a monthly basis and shall be] distributed in the manner provided in section
[163.031] 163.043, RSMo.

161.527. 1. If aschool district, which has an assessed valuation per [eligible pupil]
aver agedaily attendance equal to or lessthan the state average assessed valuation per [eligible
pupil] average daily attendance, has transmitted by July [fifteenth] 15 to the department of
elementary and secondary education the report required by section 162.821, RSMo, and such
school district has received a notice pursuant to section 161.525, such school district is not
required to reduceits operating levy pursuant to section 164.013, RSMo, when the district next
determinesitstax rate in accordance with the provisions of section 164.011, RSMo. [The state
average assessed valuation per eligible pupil used in this section shall be the state average used
to calculate the guaranteed tax base for the state aid formulafor the year the district'stax is not
lowered. Thedistrict assessed valuation shall be the assessed valuation used in the calculation
of the stateaid formulafor theyear thedistrict'stax isnot lowered.] However, if aschool district
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does not reduce its operating levy as permitted in this subsection, the school district shall notin
the current and next school year increase:

(1) Itsadministrative costs; or

(2) The aggregate amount of funds paid for salaries of employees of the district.

2. The restrictions on increasing administrative costs and funds paid for salaries as
provided for in subsection 1 of this section shall continue in the district for each subsequent
school year until combined balances in the teachers and incidental funds at the end of afiscal
year are equal to or exceed three percent of the amount expended from the funds during the
previous fiscal year as determined by the department of elementary and secondary education.
Such restrictions provided for in subsection 1 of this section shall not apply to increased
expenditures of the district necessary to maintain health insurance coverage for district
employeesat the samelevel that may have been provided by the district prior to implementation
of the restrictions. Further, the restrictions shall not apply to increased expenditures of the
district necessary to meet the district's share of contributions for employees who are members
of the public school retirement system of Missouri, the public school retirement system of the
school district of Kansas City, or the public school retirement system of the city of St. Louis.

3. The exemption from reduction authorized by subsection 1 of this section shall be
limited to two tax years, at which time the district may submit to the voters of the district the
guestion of whether to continue such exemption.

162.081. 1. Whenever any school district inthisstatefails or refusesin any school year
to provide for the minimum school term required by section 163.021, RSMo, or is classified
unaccredited for two successive school years by the state board of education, its corporate
organization shall lapse. The corporate organization of any school district that is classified as
unaccredited shall 1apse on June thirtieth of the second full school year of such unaccredited
classification after the school year during which the unaccredited classification is initially
assigned; however, if thedistrict hasbeen classified asunaccr edited within thepreviousfive
school year s, and thedistrict issubsequently classified asprovisionally accredited, then the
district issubject to lapse on Junethirtieth of any school year in which the state board of
education withdrawsprovisional accreditation or at alater dateasdeter mined by thestate
board of education.

2. The territory theretofore embraced within any district that lapses pursuant to this
section or any portion thereof may be attached to any district for school purposes by the state
board of education[; but no school district, except adistrict classified as unaccredited pursuant
to section 163.023, RSMo, and section 160.538, RSMo, shall lapse where provision islawfully
made for the attendance of the pupils of the district at another school district that is classified as
provisionally accredited or accredited by the state board of education].
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[2. Prior to or at the time any school district in this state shall lapse, but] 3. After the
school district has been classified as unaccredited but at least sixty days prior to theinitial
date of lapse, the department of elementary and secondary education shall conduct a public
hearing at alocation in the unaccredited school district regar ding the continuing oper ation of
theeducational programswithin thelapsed district. [The purpose of the hearing shall beto:

(1) Review any plan by the district to return to accredited status; or

(2) Offer any technical assistance that can be provided to the district.

3.] 4. Except as otherwise provided in section 162.1100, [in a metropolitan school
district or an urban school district containing most or all of acity with a population greater than
three hundred fifty thousand inhabitants and in any other school district if the local board of
education does not anticipate a return to accredited status,] the state board of education may
appoint aspecial administrative board to [supervise] monitor thefinancial operations, maintain
and preservethefinancial assetsor, if warranted, continue operation of the educational programs
within the district or what provisions might otherwise be made in the best interest of the
education of the children of the district. The special administrative board shall consist of two
persons who are residents of the school district, who shall serve without compensation, and a
professional administrator, who shall chair the board and shall be compensated, as determined
by the state board of education, in whole or in part with funds from the district. A majority of
themember sof a special administrative board shall bedeemed to have standingin a court
of a competent jurisdiction to enjoin any action of the school board of the unaccredited
district to prevent wastage of the assets of the district.

[4.] 5. Upon lapse of the district, the state board of education may:

(1) Appoint a special administrative board, if such a board has not already been
appointed, and authorize the special administrative board to retain the authority granted to a
board of education for the operation of al or part of the district;

(2) Attach the territory of the lapsed district to another district or districts for school
purposes; [or]

(3) Establish one or more school districtswithin the territory of the lapsed district, with
agovernance structure consistent with the laws applicable to districts of asimilar size, with the
option of permitting a district to remain intact for the purposes of assessing, collecting, and
distributing property taxes, to be distributed equitably ona[ per eligible pupil] weighted aver age
daily attendancebasis, but to be divided for operational purposes, which shall take effect sixty
daysafter the adjournment of theregular session of the general assembly next following the state
board's decision unless a statute or concurrent resolution is enacted to nullify the state board's
decision prior to such effective date; or
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(4) Continue operation of the school district under the existing governance
structure under terms and conditions established by the state board of education.

6. The special administrative board may retain the authority granted to a board of
education for the operation of the lapsed school district under thelaws of the statein effect at the
time of the lapse.

[5.] 7. The authority of the special administrative board shall expire at the end of the
third full school year following its appoi ntment, unless extended by the state board of education.
If the lapsed district isreassigned, the special administrative board shall provide an accounting
of all funds, assets and liabilities of the lapsed district and transfer such funds, assets, and
liabilities of the lapsed district as determined by the state board of education.

[6.] 8. Upon recommendation of the special administrative board, the state board of
education may assign the funds, assets and liabilities of the lapsed district to another district or
districts. Upon assignment, all authority of the special administrative board shall transfer to the
assigned districts.

[7.] 9. Neither the special administrative board nor any district or other entity assigned
territory, assets or funds from a lapsed district shall be considered a successor entity for the
purpose of employment contracts, unemployment compensation payment pursuant to section
288.110, RSMo, or any other purpose.

[8.] 10. If additional teachers are needed by adistrict asaresult of increased enrollment
due to the annexation of territory of alapsed or dissolved district, such district shall grant an
employment interview to any permanent teacher of the lapsed or dissolved district upon the
request of such permanent teacher.

[9.] 11. (1) The governing body of a school district, upon an initial declaration by the
state board of education that such district is provisionally accredited, may, and, upon an initial
declaration by the state board of education that such district isunaccredited, shall develop aplan
to be submitted to the voters of the school district to divide the school district if the district
cannot attain accreditation within three years of the initial declaration that such district is
unaccredited. In the case of such a district being declared unaccredited, such plan shall be
presented to the voters of thedistrict beforethedistrict lapses. Inthe case of suchadistrict being
declared provisionally accredited, such plan may be presented before the close of the current
accreditation cycle.

(2) The plan may provide that the school district shall remain intact for the purposes of
assessing, collecting and distributing taxes for support of the schools, and the governing body
of thedistrict shall develop aplan for the distribution of such taxesequitably on aper pupil basis
if the district selects this option.
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(3) The makeup of the new districts shall be racially balanced as far as the proportions
of students allow.

(4) If amgjority of the district's voters approve the plan, the state board of education
shall cooperate with thelocal board of education to implement the plan, which may include use
of the provisions of this section to provide an orderly transition to new school districts and
achievement of accredited status for such districts.

[10. In the event that a school district with an enroliment in excess of five thousand
pupilslapses, no school district shall have all or any part of such lapsed school district attached
without the approval of the board of the receiving school district.]

162.935. 1. Except as provided in subsection 3 of this section, each specia district
formed under provisions of sections 162.670 to 162.999 shall receive an amount [for each
eligible pupil] equal to [the sum of the amounts received by all districts comprising the special
district for the current school year under provisions of section 163.031, RSMo, divided by the
total number of eigible pupilsin the schools of such districts] thedistrict'sweighted aver age
daily attendance multiplied by the state adequacy target multiplied by the dollar value
modifier minus local effort minus payments from the classroom trust fund. A student
enrolled in classes or programs in both the special district and a component district or a pupil
enrolled in alocal district who needs itinerant or temporary services provided by the special
district shall continue his enrollment in the local district for purposes of apportionment of state
aid on average daily attendance. The special district may include the pupil in classes approved
for special categorical aid. Thedistrict providing transportation may claim state transportation
aid.

2. Any special school district which isin acounty of the first classification which has
a population greater than nine hundred thousand is entitled to apportionment of state aid even
though the tax rate levied by the special school district is less than that required by section
163.021, RSMo.

3. For the purposes of determining state aid pursuant to section 163.031, RSMo, [the
operating levy for school purposes of] the weighted average daily attendance of a school
district within any special school district whichisnotinacounty of thefirst classification which
has a popul ation greater than nine hundred thousand shall [include the operating levy for school
purposes of the special school district in which such school district islocated, and the district's
number of eligible pupils shall] reflect the average daily attendance of all pupilsresident in the
district and educated by the district or by the special school district, or both. The department
shall pay the funds so calculated to the school district [and the special school district,
respectively, in the same proportion as the school district's operating levy or special school
district's operating levy, respectively, bears to the total of the operating levies of the school
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district and the specia school district, except this distribution shall not decrease any district's
alocation of formula money per eligible pupil below that which the district received for the
1992-93 school year. Such state aid shall constitute foundation formula state aid provided to
such specia school district pursuant to section 163.031, RSMo]. Theschool district shall pay
the special school district the proportional amount of state aid based on the weighted
average daily attendance of students educated by the special school district to the total
weighted average daily attendance of students educated by the district and the special
school district.

163.011. Asused in this chapter unless the context requires otherwise:

(1) ["Adjusted grossincome":

(&) "District adjusted gross income per return” shall be the total Missouri individual
adjusted gross income in a school district divided by the total number of Missouri income tax
returnsfiled from the school district asreported by the state department of revenuefor the second
preceding year;

(b) "State adjusted gross income per return” shall be the total Missouri individual
adjusted gross income divided by the total number of Missouri individual income tax returns,
of those returns designating school districts, as reported by the state department of revenue for
the second preceding year;

(c) "District income factor" shall be one plus thirty percent of the difference of the
district income ratio minus one, except that the district income factor applied to the portion of
the assessed valuation corresponding to any increase in assessed valuation above the assessed
valuation of adistrict as of December 31, 1994, shall not exceed a value of one;

(d) "District income ratio" shal be the ratio of the district adjusted gross income per
return divided by the state adjusted gross income per return;

(2)] "Adjusted operating levy", the sum of tax ratesfor the current year for teachers and
incidental fundsfor aschool district asreported to the proper officer of each county pursuant to
section 164.011, RSMo;

[(3)] (2) "Average daily attendance" [means], the quotient or the sum of the quotients
obtained by dividing the total number of hoursattended in aterm by resident pupils between the
ages of five and twenty-one by the actual number of hours school was in session in that term.
To the average daily attendance of the following school term shall be added the full-time
equivalent average daily attendance of summer school students. "Full-time equivalent average
daily attendance of summer school students" shall be computed by dividing the total number of
hours attended by all summer school pupils by the number of hoursrequired in section 160.011,
RSMo, in the school term. For purposes of determining average daily attendance under this
subdivision, the term "resident pupil” shall include all children between the ages of five and
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twenty-one who are residents of the school district and who are attending kindergarten through
gradetwelvein such district. If achildisattending school in adistrict other than the district of
residence and the child's parent is teaching in the school district or is aregular employee of the
school district which the child is attending, then such child shall be considered aresident pupil
of the school district which the child is attending for such period of time when the district of
residenceisnot otherwiseliablefor tuition. Averagedaily attendancefor students below theage
of five years for which a school district may receive state aid based on such attendance shall be
computed as regular school term attendance unless otherwise provided by law;

[(4) "Current operating costs’, all expenditures for instruction and support services
excluding capital outlay and debt service expenditureslessthe revenue from federal categorical
sources, food service, student activities and payments from other districts;

(5) "District equalized assessed val uation” shall betheaverage of the " equalized assessed
valuation of the property of a school district” for the first and second preceding years;]

(3) " Current operating expenditures":

(a) For thefiscal year 2007 calculation, " current operating expenditures' shall be
calculated using data from fiscal year 2004 and shall be calculated asall expendituresfor
instruction and support servicesexcept capital outlay and debt serviceexpendituresminus
therevenue from federal categorical sources; food service; student activities; categorical
paymentsfor transportation costs pursuant to section 163.161; state reimbur sementsfor
early childhood special education; the career ladder entitlement for the district, as
provided for in sections 168.500 to 168.515, RSMo; the vocational education entitlement
for the district, as provided for in section 167.332, RSMo; and payments from other
districts;

(b) In every fiscal year subsequent to fiscal year 2007, current operating
expenditures shall be the amount in paragraph (a) plus any increases in state funding
pursuant to sections 163.031 and 163.043 subsequent to fiscal year 2005, not to exceed five
per cent, per recalculation, of the staterevenuereceived by adistrict in the 2004-05 school
year from thefoundation formula, line 14, gifted, remedial reading, exceptional pupil aid,
fair share, and freetextbook paymentsfor any district from thefirst preceding calculation
of the state adequacy tar get;

[(6) "District'starget rate", the district's average percentage of pupils from fiscal years
2000 to 2005 scoring at or above the proficiency level on the statewide assessment system on
either mathematics or reading/communication arts plus one percentage point for each year after
fiscal year 2005 except that the district's target rate shall not exceed the statewide average
percentage from fiscal year 2000 to fiscal year 2005 scoring at or above the proficiency level on
the statewide assessment system on either mathematics or reading/communication arts;
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(7] (4) "Didtrict'stax rateceiling”, the highest tax rate ceiling in effect subsequent to the
1980 tax year or any subsequent year. Such tax rate ceiling shall not contain any tax levy for
debt service;

[(8) "Eligible pupils’ shall bethe sum of the average daily attendance of the school term
plus the product of two times the average daily attendance for summer school;

(9) "Equalized assessed valuation of the property of a school district” for a given year
shall be determined by multiplying the assessed valuation of the real property subclasses
specified in section 137.115, RSMo, times the percent of true value as adjusted by the
department of elementary and secondary education to an equivalent salesratio of thirty-threeand
one-third percent and dividing by either the percent of true value as determined by the state tax
commission on or before March fifteenth preceding the fiscal year in which the valuation will
be effective as adjusted by the department of elementary and secondary education to an
equivalent sales ratio of thirty-three and one-third percent or the average percent of true value
for the highest three of the last four years as determined and certified by the state tax
commission, whichever is greater. To the equalized locally assessed valuation of each district
shall be added the assessed valuation of tangible personal property. The assessed valuation of
property which has previously been excluded from the tax rolls, which is being contested as not
being taxable and which increases the total assessed valuation of the school district by fifty
percent or more, shall not be included in the calculation of equalized assessed valuation under
this subdivision;

(20) "Fiscal instructional ratio of efficiency”, the quotient of the sum of the district's
current operating costs for al kindergarten through grade twelve direct instructional and direct
pupil support service functions plus the costs of improvement of instruction and the cost of
purchased servicesand suppliesfor operation of thefacilitieshousing those programs, excluding
student activities, divided by the sum of the district's current operating cost for kindergarten
through grade twelve, plusall tuition revenue received from other districts minus all noncapital
transportation costs;

(11)] (5) "Dallar value modifier", an index of therelative purchasing power of a
dollar, calculated as one plusfifteen percent of the difference of the regional wage ratio
minusone, provided that thedollar value modifier shall not beapplied at aratelessthan
1.0:

(a) " County wageper job" , thetotal county wageand salary disbur sementsdivided
by thetotal county wage and salary employment for each county and thecity of St. Louis
as reported by the Bureau of Economic Analysis of the United States Department of
Commercefor thefourth year preceding the payment year;

(b) " Regional wage per job":
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a. Thetotal Missouri wage and salary disbur sements of the metropolitan area as
defined by theofficeof management and budget divided by thetotal Missouri metropolitan
wage and salary employment for the metropolitan area for the county signified in the
school district number or the city of St. Louis, as reported by the Bureau of Economic
Analysisof theUnited States Department of Commercefor thefourth year precedingthe
payment year; or if no such metropolitan area is established, then:

b. Thetotal Missouri wage and salary disbursements of the micropolitan area as
defined by theofficeof management and budget divided by thetotal Missouri micropolitan
wage and salary employment for the micropolitan area for the county signified in the
school district number, as reported by the Bureau of Economic Analysis of the United
States Department of Commerce for the fourth year preceding the payment year, if a
micropolitan area for such county has been established; or

c. If acounty isnot part of a metropolitan or micropolitan area as established by
the office of management and budget, then the county wage per job, as defined in
paragraph (a) of this subdivision, shall be used for the school district, assignified by the
school district number;

(c) "Regional wageratio", theratio of the regional wage per job divided by the
state median wage per job;

(d) " State median wage per job", thefifty-eighth highest county wage per job;

(6) "Freeand reduced lunch[eligible] pupil count”, the number of pupilseligiblefor free
and reduced lunch on the last Wednesday in January for the preceding school year who were
enrolled as students of the district, as approved by the department in accordance with applicable
federa regulations;

[(12) "Guaranteed tax base" means the amount of equalized assessed valuation per
eligible pupil guaranteed each school district by the state in the computation of state aid. To
computethe guaranteed tax base, school districts shall beranked annually from lowest to highest
according to the amount of equalized assessed val uation per pupil. Theguaranteed tax base shall
be based upon the amount of equalized assessed valuation per pupil of the school district in
which the ninety-fifth percentile of the state aggregate number of pupilsfallsduring thethird and
fourth preceding years and shall be equal to the state average equalized assessed valuation per
eligible pupil for thethird and fourth preceding yearstimestwo and one hundred and sixty-seven
thousandths; except that, for the purposes of line 14(b) the guaranteed tax base shall be no
greater than the guaranteed tax base used for the 1998-99 payment year. The average equalized
assessed valuation per pupil shall bethe quotient of the total equalized assessed val uation of the
state divided by the number of eligible pupils;]
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(7) "Freeand reduced lunch threshold" shall be calculated by dividing the total
freeand reduced lunch pupil count of every performancedistrict that fallsentirely above
thebottom five per cent and entirely below thetop fiveper cent of aver agedaily attendance,
when such districts arerank-ordered based on their current operating expenditures per
aver agedaily attendance, by thetotal aver agedaily attendanceof all included perfor mance
districts;

(8) " Limited English proficiency threshold" shall becalculated by dividingthetotal
limited English proficiency pupil count of every performance district that falls entirely
above the bottom five percent and entirely below the top five percent of average daily
attendance, when such districts are rank-ordered based on their current operating
expenditures per average daily attendance, by the total average daily attendance of all
included performance districts;

(9) " Limited English proficiency pupil count” , thenumber in the preceding school
year of pupils aged three through twenty-one enrolled or preparing to enroll in an
elementary school or secondary school who were not born in the United States or whose
nativelanguageisalanguageother than English or arenative American or Alaskan native,
or anativeresident of theoutlying ar eas, and comefrom an environment wher ealanguage
other than English has had a significant impact on such individuals level of English
language proficiency, or are migratory, whose native language is a language other than
English, and who come from an environment where a language other than English is
dominant; and havedifficultiesin speaking, reading, writing, or under standingtheEnglish
language sufficient to deny such individualsthe ability to meet the state's proficient level
of achievement on state assessmentsdescribed in Public Law 107-10, the ability to achieve
successfully in classroomswher ethelanguageof instruction isEnglish, or theopportunity
to participate fully in society;

(10) "Local effort":

(@) For the fiscal year 2007 calculation, "local effort" shall be computed as the
equalized assessed valuation of the property of a school district in calendar year 2004
divided by one hundred and multiplied by the performance levy less the percentage
retained by the county assessor and collector plus one hundred percent of the amount
received in fiscal year 2005 for school purposes from intangible taxes, fines, escheats,
payments in lieu of taxes and receipts from state-assessed railroad and utility tax, one
hundred percent of the amount received for school purposes pur suant to the merchants
and manufacturers taxesunder sections 150.010to 150.370, RSM o, one hundr ed per cent
of theamountsreceived for school purposesfrom federal propertiesunder sections12.070
and 12.080, RSM o, except when such amountsareused in thecalculation of federal impact
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aid pursuant to P.L. 81-874, fifty percent of Proposition C revenuesreceived for school
purposes from the school district trust fund under section 163.087, and one hundred
per cent of any local ear ningsor incometaxesreceived by thedistrict for school purposes.
Under thisparagraph, for a special district established under sections 162.815 to 162.940,
RSMo, in a county with a charter form of government and with more than one million
inhabitants, a tax levy of zero shall be utilized in lieu of the performance levy for the
special school district;

(b) Inevery year subsequent tofiscal year 2007, " local effort” shall betheamount
calculated under paragraph (a) of thissubdivision plusany incr easein theamount received
for school purposesfromfines. If adistrict'sassessed valuation hasdecr eased subsequent
to the calculation outlined in paragraph (a) of this subdivision, the district'slocal effort
shall be calculated using the district's current assessed valuation in lieu of the assessed
valuation utilized in calculation outlined in paragraph (a) of this subdivision;

[(13)] (11) "Membership" shall be the average of:

[(D)] (&) Thenumber of resident full-time students and the full-time equival ent number
of part-time students who were enrolled in the public schools of the district on the last
Wednesday in September of the previous year and who were in attendance one day or more
during the preceding ten school days; and

[(2)] (b) The number of resident full-time students and the full-time equiva ent number
of part-time students who were enrolled in the public schools of the district on the last
Wednesday in January of the previous year and who were in attendance one day or more during
the preceding ten school days, plus the full-time equivalent number of summer school pupils.
"Full-time equivalent number of part-time students” is determined by dividing the total number
of hoursfor which all part-time students are enrolled by the number of hoursin the school term.
"Full-time equivalent number of summer school pupils® is determined by dividing the total
number of hours for which all summer school pupils were enrolled by the number of hours
required pursuant to section 160.011, RSMo, in the school term. Only students eligible to be
counted for average daily attendance shall be counted for membership;

[(14)] (12) "Operating levy for school purposes’ [for districts making transfers pursuant
to subsection 4 of section 165.011, RSMo, based upon amounts multiplied by the guaranteed tax
base, or making payments or expenditures related to obligations made pursuant to section
177.088, RSMo, or any combination of such transfers, payments or expenditures, means|, the
sum of tax rates levied for teachers' and incidental funds plus the operating levy or sales tax
equivalent pursuant to section 162.1100, RSMo, of any transitional school district containing the
school district, in the payment year, [and, for other districts, means the sum of tax rates levied
for incidental, teachers, debt service and capital projects funds plus the operating levy or sales
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tax equivalent pursuant to section 162.1100, RSMo, of any transitional school district containing
the school district, with no more than eighteen cents of the sum levied in the debt service and
capital projectsfunds. Any portion of the operating levy for school purposes levied in the debt
service and capital projects funds in excess of a sum of ten cents must be authorized by a vote
of the peopl e, after August 28, 1998, approving an increasein the operating levy, or afull waiver
of the rollback pursuant to section 164.013, RSMo, with a tax rate ceiling in excess of the
minimum tax rate or an issuance of general obligation bond. The operating levy shall be, after
all adjustments and equalization of the operating levy, no greater than amaximum value of four
dollarsand ninety-fivecentsper onehundred dol | ars assessed val uation, except that the operating
levy shall be no greater than amaximum value of four dollarsand seventy cents per one hundred
dollars assessed valuation for the purposes of line 2 of subsection 6 of section 163.031. To
equalizethe operating levy, multiply the aggregate tax ratesfor teachers and incidental funds by
either the percent of true value, as determined by the state tax commission on or before March
fifteenth preceding the fiscal year in which the evaluation will be effective as adjusted by the
department of elementary and secondary education to an equivalent salesratio of thirty-threeand
one-third percent, or the average percent of true value for the highest three of the last four years
as determined and certified by the state tax commission, whichever is greater, and divide by the
percent of true value as adjusted by the department of elementary and secondary education to an
equivalent sales ratio of thirty-three and one-third percent, provided that for any district for
which the equivalent salesratio isequal to or greater than thirty-three and one-third percent, the
equalized operating levy shall be the adjusted operating levy. For any county in which the
equivaent sales ratio is less than thirty-one and two-thirds percent, the state tax commission
shall conduct asecond study in that county and shall use a sample consisting of the parcels used
asasamplein the original study combined with an equal number of newly selected parcels. If
the new ratio ishigher than the original ratio provided by thissubdivision, the new ratio shall be
used for the purposes of this subdivision and for determining equalized assessed valuation
pursuant to subdivision (9) of thissection. For the purposes of calculating state aid pursuant to
section 163.031, for any district which has not decreased its tax rate from the previous year
amount due to an increased amount of a voluntary tax rate rollback, the tax rate used to
determine adistrict's entitlement shall be adjusted so that any decrease in the entitlement dueto
a decrease in the tax rate resulting from the reassessment shall equa the decrease in the
deduction for the assessed valuation of the district as aresult of the change in the tax rate due
to reassessment. The tax rate adjustments required under this subdivision due to reassessment
shall be cumulative and shall be applied each year to determine the tax rate used to calcul ate the
entitlement] not including any equalized operating levy for school purposes levied by a
special school district in which the district islocated;
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(13) " Performancedistrict”, any district that has met all performance standards
and indicators as established by the department of elementary and secondary education
for purposes of accreditation under section 161.092, RSMo, and asreported on thefinal
annual performancereport for that district each year;

(14) " Performancelevy", thelesser of threedollarsand fifty centsor the average
daily attendance-weighted average operating levy for school purposes for the 2004-05
school year of every performancedistrict that falls entirely above the bottom five per cent
and entirely below thetop five per cent of number of students, when such districtsarerank-
ordered based on their current operating expenditures per aver age daily attendance;

(15) "School purposes’ pertainsto teachers and incidental funds;

(16) " Special education pupil count", the number of public school studentswith a
currentindividualized education program and r eceiving ser vicesfrom theresident district
as of December 1 of the preceding school year, except for special education services
provided through a school district established under sections 162.815 to 162.940, RSMo,
inacounty with acharter form of gover nment and with mor ethan onemillion inhabitants,
in which case the sum of the students in each district within the county exceeding the
special education threshold of each respective district within the county shall be counted
within the special district and not in thedistrict of residencefor purposesof distributing
the state aid derived from the special education pupil count;

(17) " Special education threshold" shall be calculated by dividing thetotal special
education pupil count of every performancedistrict that fallsentirely abovethebottomfive
percent and entirely below the top five percent of average daily attendance, when such
districtsarerank-ordered based on their current operating expendituresper aver agedaily
attendance, by thetotal average daily attendance of all included performance districts;

(18) " State adequacy target", the sum of the current operating expenditures of
every performance district that falls entirely above the bottom five percent and entirely
below the top five percent of average daily attendance, when such districts are rank-
ordered based on their current operating expenditures per average daily attendance,
divided by the total average daily attendance of all included performancedistricts. The
department of elementary and secondary education shall fir st calculatethe stateadequacy
target for fiscal year 2007 and recalculatethe state adequacy tar get every two yearsusing
themost current availabledata. Therecalculation shall never resultin adecreasefromthe
previousstate adequacy target amount. Should arecalculation resultin anincreasein the
state adequacy target amount, fifty percent of that increase shall beincluded in the state
adequacy target amount in theyear of recalculation, and fifty per cent of that increase shall
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be included in the state adequacy target amount in the subsequent year. The state
adequacy target may be adjusted to accommodate available appropriations;

[(16)] (19) "Teacher" [means], any teacher, teacher-secretary, substitute teacher,
supervisor, principal, supervising principal, superintendent or assistant superintendent, school
nurse, social worker, counselor or librarian who shall, regularly, teach or be employed for no
higher than grade twel ve morethan one-half timein the public schoolsand who iscertified under
the laws governing the certification of teachersin Missouri.

(20) "Weighted average daily attendance” , the aver age daily attendance plusthe
product of twenty-five hundredths multiplied by the free and reduced lunch pupil count
that exceeds the free and reduced lunch threshold, plus the product of seventy-five
hundredths multiplied by the number of special education pupil count that exceeds the
special education threshold, and plusthe product of six-tenths multiplied by the number
of limited English proficiency pupil count that exceeds the limited English proficiency
threshold. For special districtsestablished under sections 162.815t0 162.940, RSMo, in a
county with a charter form of government and with more than one million inhabitants,
weighted aver age daily attendance shall bethe aver age daily attendance plusthe product
of twenty-five hundredths multiplied by the free and reduced lunch pupil count that
exceedsthefreeand reduced lunch threshold, plustheproduct of seventy-fivehundredths
multiplied by the sum of the special education pupil count that exceedsthethreshold for
each county district, plus the product of six-tenths multiplied by the limited English
proficiency pupil count that exceedsthelimited English proficiency threshold. Noneof the
districtscomprisingaspecial district established under sections162.815t0162.940, RSM o,
inacounty with acharter form of gover nment and with mor ethan onemillion inhabitants,
shall use any special education pupil count in calculating their weighted average daily
attendance.

163.021. 1. A school district shall receive state aid for its education program only if it:

(1) Provides for a minimum of one hundred seventy-four days and one thousand
forty-four hours of actual pupil attendance in aterm scheduled by the board pursuant to section
160.041, RSMo, for each pupil or group of pupils, except that the board shall provide a
minimum of one hundred seventy-four days and five hundred twenty-two hours of actual pupil
attendance in aterm for kindergarten pupils. If any school is dismissed because of inclement
weather after school has been in session for three hours, that day shall count as a school day
including afternoon session kindergarten students. When the aggregate hourslost in aterm due
to inclement weather decreases the total hours of the school term below the required minimum
number of hours by more than twelve hours for all-day students or six hours for one-half-day
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kindergarten students, al such hours below the minimum must be made up in one-half day or
full day additions to the term, except as provided in section 171.033, RSMo;

(2) Maintains adequate and accurate records of attendance, personnel and finances, as
required by the state board of education, which shall include the preparation of a financial
statement which shall be submitted to the state board of education the same as required by the
provisions of section 165.111, RSMo, for districts;

(3) Levies an operating levy for school purposes of not less than one dollar and
twenty-five cents after all adjustments and reductions on each one hundred dollars assessed
valuation of the district;

(4) Computes average daily attendance as defined in subdivision (2) of section 163.011
as modified by section 171.031, RSMo. Whenever there has existed within the district an
infectious disease, contagion, epidemic, plague or similar condition whereby the school
attendanceissubstantially reduced for an extended period in any school year, the apportionment
of school funds and all other distribution of school moneys shall be made on the basis of the
school year next preceding the year in which such condition existed.

2. [Beginning with the tax year which commences January 1, 1998, and for the 1998-99
school year and subsequent tax and school years] For the 2006-2007 school year and
ther eafter, no school district shall receive more state aid, as cal culated under subsections 1 and
2 of section 163.031, for itseducation program, exclusive of categorical add-ons, thanit received
per [eligible pupil] weighted aver age daily attendancefor the school year [1993-94] 2005-06
from thefoundation formula, line 14, gifted, remedial reading, exceptional pupil aid, fair
share, and free textbook payment amounts, unless it has an operating levy for school
purposes, as determined pursuant to section 163.011, of not less than two dollars and
seventy-five cents after all adjustments and reductions], with no more than ten cents of thistax
rate levied in the debt service and capital projects funds and eligible for entry on line 1 of the
state school aid formula contained in subsection 6 of section 163.031; except that, beginningin
the 1997-98 school year,]. Any district whichisrequired, pursuant to article X, section 22 of the
Missouri Constitution, to reduce its operating levy below the minimum tax rate otherwise
required under this subsection shall not be construed to be in violation of this subsection for
making such tax rate reduction. Pursuant to section 10(c) of article X of the state constitution,
aschool district may levy the operating levy for school purposesrequired by this subsection less
all adjustmentsrequired pursuant to article X, section 22 of theMissouri Constitutionif suchrate
does not exceed the highest tax rate in effect subsequent to the 1980 tax year. Nothing in this
section shall be construed to mean that a school district is guaranteed to receive an amount not
less than the amount the school district received per eligible pupil for the school year 1990-91.
The provisions of this subsection shall not apply to any school district located in acounty of the
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second classification which has a nuclear power plant located in such district or to any school
district located in acounty of thethird classification which has an electric power generation unit
with arated generating capacity of more than one hundred fifty megawatts which is owned or
operated or both by arural electric cooperative except that such school districts may levy for
current school purposes and capital projects an operating levy not to exceed two dollars and
seventy-five centsless all adjustmentsrequired pursuant to article X, section 22 of the Missouri
Constitution.

3. No school district shall receive more state aid, as calculated in section 163.031, for
itseducation program, exclusive of categorical add-ons, thanit received per eligiblepupil for the
school year 1993-1994, if the state board of education determines that the district was not in
compliance in the preceding school year with the requirements of section 163.172, until such
time as the board determines that the district is again in compliance with the requirements of
section 163.172.

4. [Thedepartment of elementary and secondary education shall evaluate the correlation
between district tax rates and district assessed valuation per pupil following each biennial
property tax reassessment and shall report itsfindingsto the governor and the general assembly
by December first of the year following each reassessment. The findings shal include a
calculation of theminimum required property tax rate necessary to maintain acorrelation of zero
or less between district property tax rate and district assessed valuation per pupil and areport of
assessed valuation per pupil and district property tax rate for all districts.

5.] Noschool district shall receive state aid, pursuant to section 163.031, if such district
was not in compliance, during the preceding school year, with the requirement, established
pursuant to section 160.530, RSMo, to allocate revenue to the professional development
committee of the district.

[6.] 5. No school district shall receive more state aid, as cal culated in subsections 1 and
2 of section 163.031, for itseducation program, exclusive of categorical add-ons, thanit received
per [eligiblepupil] weighted aver agedaily attendancefor the school year [ 1993-1994] 2005-06
from thefoundation formula, line 14, gifted, remedial reading, exceptional pupil aid, fair
share, and free textbook payment amounts, if the district did not comply in the preceding
school year with the requirements of subsection [7] 6 of section 163.031.

[7. No school district shall receive state aid, pursuant to section 163.031, if the district
failed to make arequired payment in the preceding year to the school building revolving fund
pursuant to section 166.300, RSMo.]

163.023. 1. Commencing September 1, 1997, aschool district that hasan operating levy
for school purposes as defined in section 163.011, of less than the minimum value required by
section 163.021, shall be classified as unaccredited by the state board of education and shall be
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deemed to be an unclassified school district for al purposes under force of law, pursuant to the
authority of the state board of education to classify school districts pursuant to section 161.092,
RSMo, except that no school district shall be classified as unaccredited or deemed to be an
unclassified school district pursuant to this section [and section 160.538, RSMo,] if such district
isineligibleto receive state aid under section 163.031, exclusive of categorical add-ons, because
the [district deductions under subsection 2 of section 163.031, equal or exceed the district
entitlement under subsection 1 of section 163.031] district's local effort is greater than its
weighted aver age daily attendance multiplied by the state adequacy tar get multiplied by
the dollar value modifier. No school district, except adistrict which isineligible to receive
state aid under section 163.031, exclusive of categorical add-ons, because the district's
[deductions under subsection 2 of section 163.031, equal or exceed thedistrict entitlement under
subsection 1 of section 163.031,] local effort is greater than its weighted average daily
attendancemultiplied by thestateadequacy tar get multiplied by thedollar valuemodifier,
maly be classified or reclassified asaccredited until such district has an operating levy for school
purposes which is equal to or greater than the minimum value required by section 163.021.
Beginning July 1, 1998, the state board of education shall consider theresultsfor aschool district
from the statewide assessment system devel oped pursuant to the provisions of section 160.518,
RSMo, when classifying a school district as authorized by subdivision (9) of section 161.092,
RSMo. Further, the state board of education shall consider the condition and adequacy of
facilities of a school district when determining such classification.

2. For any school district classified unaccredited for any school year, the state board of
education shall conduct procedures to classify said school district for the first school year
following.

163.025. [1.] Whenever the adjusted operating levy, as defined in section 163.011, of
any school district isrequired, pursuant to article X, section 22 of the Missouri Constitution, to
be reduced below the minimum tax rate required for the current school year under section
163.021, the district shall not be classified as unaccredited under section 163.023.

[2. Other provisionsof section 163.031, to the contrary notwithstanding, for thefirst two
school yearsinwhich aschool district's adjusted operating levy isrequired to be reduced below
the minimum tax rate required for the current school year under section 163.021, pursuant to
article X, section 22 of the Missouri Constitution, for the purpose of distribution of state aid
under section 163.031, the district's equalized operating levy for school purposes shall be the
greater of the current year's levy or the minimum tax rate required for the current school year
under section 163.021, and the district shall not be rendered ineligible, pursuant to section
163.021, for increases in state aid distributed under section 163.031. The provisions of this
subsection shall expire on July 1, 1997.]
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163.028. Any rule or portion of arule [promulgated pursuant to this act shall become
effective only as provided pursuant to chapter 536, RSMo, including, but not limited to, section
536.028, RSMo, if applicable, after August 28, 1997. All rulemaking authority delegated prior
to August 28, 1997, is of no force and effect and repealed. The provisions of this section are
nonseverable and if any of the powers vested with the general assembly pursuant to section
536.028, RSMo, if applicable, to review, to delay the effective date, or to disapprove and annul
aruleor portion of arule are held unconstitutional or invalid, the purported grant of rulemaking
authority and any rule so proposed and contained in the order of rulemaking shall beinvalid and
void], asthat term isdefined in section 536.010, RSM o, that iscreated under theauthority
delegated in thisact shall become effective only if it complieswith and is subject to all of
the provisions of chapter 536, RSMo, and, if applicable, section 536.028, RSMo. This
section and chapter 536, RSM o, arenonsever ableand if any of the power svested with the
general assembly pursuant to chapter 536, RSMo, toreview, to delay the effective date, or
to disapprove and annul arule are subsequently held unconstitutional, then the grant of
rulemakingauthority and any rule proposed or adopted after July 1, 2006, shall beinvalid
and void.

163.031. 1. [School districts which meet the requirements of section 163.021 shall be
entitled to an amount computed as follows. an amount determined by multiplying the number
of eligible pupils by the lesser of the district's equalized operating levy for school purposes as
definedin section 163.011 or two dollarsand seventy-five centsper one hundred dollars assessed
valuation multiplied by the guaranteed tax base per eligible pupil timesthe proration factor plus
an amount determined by multiplying the number of eligible pupils by the greater of zero or the
district's equalized operating levy for school purposes as defined in section 163.011 minustwo
dollars and seventy-five cents per one hundred dollars assessed valuation multiplied by the
guaranteed tax base per eligible pupil timesthe proration factor. For the purposesof thissection,
the proration factor shall be equal to the sum of the total appropriation for distribution under
subsections 1 and 2 of this section; and the state total of the deductions as calculated in
subsection 2 of this section which do not exceed the district entitlements as adjusted by the same
proration factor; divided by the amount of the statetotal of district entitlements before proration
as calculated pursuant to this subsection; provided that, if the proration factor so calculated is
greater than one, the proration factor for line 1(b) shall be the greater of one or the proration
factor for line 1(a) minusfive hundredths, and provided that if the proration factor so calcul ated
islessthan one, the proration factor for line 1(a) shall bethe lesser of one or the proration factor
for line 1(b) plus five hundredths.

2. From the district entitlement for each district there shall be deducted the following
amounts: an amount determined by multiplying the district equalized assessed valuation by the
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district'sequalized operating levy for school purposestimesthedistrictincomefactor plusninety
percent of any payment received the current year of protested taxes duein prior years no earlier
than the 1997 tax year minus the amount of any protested taxes due in the current year and for
which notice of protest wasreceived during the current year; one hundred percent of the amount
received the previous year for school purposes from intangible taxes, fines, forfeitures and
escheats, payments in lieu of taxes and receipts from state assessed railroad and utility tax,
except that any penalty paid after July 1, 1995, by a concentrated animal feeding operation as
defined by the department of natural resources rule shall not be included; one hundred percent
of the amounts received the previous year for school purposes from federal properties pursuant
to sections 12.070 and 12.080, RSMo; federal impact aid received the previous year for school
purposes pursuant to P.L. 81-874 less fifty thousand dollars multiplied by ninety percent or the
maximum percentage alowed by federal regulation if that percentage is less than ninety; fifty
percent, or the percentage otherwise provided in section 163.087 of Proposition C revenues
received the previous year for school purposes from the school district trust fund pursuant to
section 163.087; one hundred percent of the amount received the previous year for school
purposes from the fair share fund pursuant to section 149.015, RSMo; and one hundred percent
of the amount received the previous year for school purposes from the free textbook fund,
pursuant to section 148.360, RSMo.

3. School districts which meet the requirements of section 163.021 shall receive
categorical add-on revenue as provided in this subsection. There shall be individual proration
factorsfor each categorical entitlement provided for in this subsection, and each proration factor
shall be determined by annual appropriations, but no categorical proration factor shall exceed the
entitlement proration factor established pursuant to subsection 1 of this section, except that the
career ladder entitlement proration factor established pursuant to line 15 of subsection 6 of this
section, the vocational education entitlement proration factor established pursuant to line 16 of
subsection 6 of this section, and the educational and screening program entitlements proration
factor established pursuant to line 17 of subsection 6 of this section may exceed the entitlement
proration factor established pursuant to subsection 1 of thissection. The categorical add-on for
the district shall be the sum of: seventy-five percent of the costs of adopting and providing a
violence prevention program pursuant to section 161.650, RSMo, multiplied by the proration
factor; seventy-five percent of the district allowable transportation costs pursuant to section
163.161 multiplied by the proration factor; the special education approved or allowed cost
entitlement for the district, provided for by section 162.975, RSMo, multiplied by the proration
factor; seventy-five percent of the district gifted education approved or alowable cost
entitlement as determined pursuant to section 162.975, RSM o, multiplied by the proration factor;
the free and reduced lunch eligible pupil count for the district, as defined in section 163.011,
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multiplied by twenty percent, for a district with an operating levy in excess of two dollars and
seventy-five cents per one hundred dollars assessed val uation, or twenty-two percent, otherwise
timesthe guaranteed tax base per eligible pupil timestwo dollars and seventy-five cents per one
hundred dollars assessed valuation times the proration factor plus the free and reduced lunch
eligible pupil count for the district, as defined in section 163.011, timesthirty percent timesthe
guaranteed tax base per eligible pupil times the following quantity: ((the greater of zero or the
district's operating levy for school purposes minus two dollars and seventy-five cents per one
hundred dollars assessed valuation) times one or, beginning in the fifth year following the
effective date of this section, the quotient of the district's fiscal instructional ratio of efficiency
for the prior year divided by the fiscal year 1998 statewide average fiscal instructional ratio of
efficiency, if thedistrict's prior year fiscal instructional ratio of efficiency isat least five percent
below the fiscal year 1998 statewide average) times the proration factor, minus court-ordered
state desegregation aid received by the district for operating purposes, the career ladder
entitlement for thedistrict, asprovided for in sections 168.500 to 168.515, RSM o; the vocational
education entitlement for the district, as provided for in section 167.332, RSMo, multiplied by
the proration factor and the district educational and screening program entitlements as provided
for in sections 178.691 to 178.699, RSMo, times the proration factor.

4. Eachdistrict'sapportionment shall bethe prorated categorical add-onsplusthegreater
of the district's prorated entitlement minus the total deductions for the district or zero.

5. (1) Inthe 1993-94 school year and all subsequent school years, pursuant to section
10(c) of article X of the state constitution, aschool district shall adjust upward its operating levy
for school purposes to the extent necessary for the district to at least maintain the current
operating expenditures per pupil received by the district from all sourcesin the 1992-93 school
year, except that its operating levy for school purposes shall not exceed the highest tax ratein
effect subsequent to the 1980 tax year, or the minimum rate required by subsection 2 of section
163.021, whichever isless.

(2) Therevenue per eligiblepupil received by adistrict from thefollowing sources. line
1 minusline 10, or zero if line 1 minusline 10 isless than zero, plusline 14 of subsection 6 of
this section, shall not be less than the revenue per eligible pupil received by a district in the
1992-93 school year from the foundation formulaentitlement payment amount plus the amount
of line 14 per eligible pupil that exceeds the line 14 per pupil amount from the 1997-98 school
year, or the revenue per eligible pupil received by adistrict in the 1992-93 school year from the
foundation formulaentitlement payment amount plus the amount of line 14(a) per eligible pupil
timesthe quotient of line 1 minusline 10, divided by the number of eligible pupils, or zeroif line
1 minusline10islessthan zero, divided by the revenue per eligible pupil received by the district
inthe 1992-93 school year from thefoundation formulaentitlement payment amount, whichever
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isgreater. The department of elementary and secondary education shall make an additionin the
payment amount of line 19 of subsection 6 of this section to assure compliance with the
provisions contained in this section.

(3) For any school district which meetsthe eligibility criteriafor state aid as established
in section 163.021, but which under subsections 1 to 4 of this section receives no state aid for
two successive school years, other than categorical add-ons, by August first following the second
such school year, the commissioner of education shall present aplan to the superintendent of the
school district for the waiver of rules and the duration of said waivers, in order to promote
flexibility inthe operations of thedistrict and to enhance and encourage efficiency inthedelivery
of instructional services. The provisions of other law to the contrary notwithstanding, the plan
presented to the superintendent shall provideasummary waiver, with no conditions, for the pupil
testing requirements pursuant to section 160.257, RSMo. Further, the provisions of other law
to the contrary notwithstanding, the plan shall detail a means for the waiver of requirements
otherwise imposed on the school district related to the authority of the state board of education
to classify school districts pursuant to section 161.092, RSMo, and such other rules as
determined by the commissioner of education, except that such waivers shall not include the
provisions established pursuant to sections 160.514 and 160.518, RSMo.

(4) In the 1993-94 school year and each school year thereafter for two years, those
districts which are entitled to receive state aid under subsections 1 to 4 of this section shall
receive state aid in an amount per eligible pupil as provided in this subsection. For the 1993-94
school year, the amount per eligible pupil shall be twenty-five percent of theamount of stateaid
per eligible pupil calculated for the district for the 1993-94 school year pursuant to subsections
1 to 4 of this section plus seventy-five percent of the total amount of state aid received by the
district from all sourcesfor the 1992-93 school year for which the district is entitled and which
aredistributed in the 1993-94 school year pursuant to subsections 1 to 4 of this section. For the
1994-95 school year, the amount per eligible pupil shall be fifty percent of the amount of state
aid per eligible pupil calculated for the district for the 1994-95 school year pursuant to
subsections 1 to 4 of this section plus fifty percent of the total amount of state aid received by
the district from all sources for the 1992-93 school year for which the district is entitled and
which are distributed in the 1994-95 school year pursuant to subsections 1 to 4 of this section.
For the 1995-96 school year, the amount of state aid per eligible pupil shall be seventy-five
percent of the amount of state aid per eligible pupil calculated for the district for the 1995-96
school year pursuant to subsections 1 to 4 of this section plus twenty-five percent of the total
amount of state aid received by the district from all sources for the 1992-93 school year for
which the district is entitled and which are distributed in the 1995-96 school year pursuant to
subsections 1 to 4 of this section. Nothing in this subdivision shall be construed to limit the
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authority of aschool district to raiseitsdistrict operating levy pursuant to subdivision (1) of this
subsection.

(5) If thetotal of state aid apportionmentsto all districts pursuant to subdivision (3) of
this subsection is less than the total of state aid apportionments calculated pursuant to
subsections 1 to 4 of this section, then the difference shall be deposited in the outstanding
schoolstrust fund. If thetotal of state aid apportionmentsto all districts pursuant to subdivision
(2) of thissubsection is greater than the total of state aid apportionments cal cul ated pursuant to
subsections 1 to 4 of this section, then funds shall be transferred from the outstanding schools
trust fund to the state school moneysfund to the extent necessary to fund the district entitlements
asmodified by subdivision (4) of this subsection for that school year with adistrict entitlement
proration factor no less than one and such transfer shall be given priority over all other usesfor
the outstanding schools trust fund as otherwise provided by law.

6. State aid shall be determined as follows:

District Entitlement
1(a). Number of eligible pupils x (lesser of district's equalized operating levy for school
purposes or two dollars and seventy-five cents per one hundred dollars assessed valuation) x
(proration X GTB per EP) . ...t $.......
1(b). Number of eligible pupilsx (greater of: 0, or district's equalized operating levy for school
purposes minus two dollars and seventy-five cents per one hundred dollars assessed val uation)
X (proration X GTB per EP) . ..o $.......
Deductions
2. Digtrict equalized assessed valuation x district income factor x district's equalized operating
levy for school purposes plus ninety percent of any payment received the current year of
protested taxes due in prior years no earlier than the 1997 tax year minus the amount of any
protested taxes due in the current year and for which notice of protest was received during the

(o1 (= 01 == G $.......
3. Intangible taxes, fines, forfeitures, escheats, paymentsin lieu of taxes, etc. (100% of the
amount received the previous year for school purposes) ........................ $.......
4. Receipts from state assessed railroad and utility tax (100% of the amount received the
previous year for School purpoSES) .. ..o $......
5. Receiptsfrom federal properties pursuant to sections 12.070 and 12.080, RSMo (100% of
the amount received the previous year for school purposes) ..................... $.......

6. (Federal impact aid received the previous year for school purposes pursuant to P.L. 81-874
less $50,000) x 90% or the maximum percentage allowed by federal regulationsif lessthan 90%
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7. Fifty percent or the percentage otherwise provided in section 163.087 of Proposition C
receipts from the school district trust fund received the previous year for school purposes

pursuant to Section 163.087 . ... .. i $......
8. Onehundred percent of the amount received the previous year for school purposesfrom the
fair share fund pursuant to section 149.015,RSM0O  ............ ..., $......
9. One hundred percent of the amount received the previous year for school purposes from the
free textbook fund pursuant to section 148.360, RSMoO . ........................ $......
10. Total deductions (sumof lines2-9) . ...... ... ..t $.......
Categorical Add-ons
11. The amount distributed pursuant to section 163.161 x proration .............. $......
12. Specia education approved or allowed cost entitlement for the district pursuant to section
162.975, RSMO, X Proration . .. ... ittt e et e $....
13. Seventy-five percent of the gifted education approved or alowable cost entitlement as
determined pursuant to section 162.975, RSMo, x proration . .................... $......

14(a). Free and reduced lunch eligible pupil count for the district, as defined in section 163.011,
x .20, if operating levy in excess of $2.75, or .22, otherwisex GTB per EP x $2.75 per $100 AV
X PrOrAiON . ot e $.......
14(b). Free and reduced lunch €ligible pupil count for the district, as defined in section 163.011
x .30 x GTB x ((the greater of zero or the district's adjusted operating levy minus $2.75 per $100
AV) x (1.0 or, beginningin thefifth year following the effective date of thissection, thedistrict's
FIRE for the prior year/statewide average FIRE for FY 1998, if the district's prior year FIRE is
at least five percent below the FY 1998 statewide average FIRE) x proration) - court-ordered

state desegregation aid received by the district for operating purposes ............. $......
15. Career ladder entitlement for the district as provided for in sections 168.500 to 168.515,
ROM O . $......
16. Vocational education entitlements for the district as provided in section 167.332, RSMo, x
0107 = 1 oo T $.......
17. Educational and screening program entitlements for the district as provided in sections
178.691t0 178.699, RSMO, X Proration . ...........uiiiuieieiinenennnnn. $....
18. Sum of categorical add-onsfor the district (sum of lines11-17) ............... $.......

19. District apportionment (line 18 plus the greater of line 1 minusline 10 or zero) . $.......]

The department of elementary and secondary education shall calculate and distribute to
each school district qualified to receive state aid under section 163.021 an amount
determined by multiplying the district's weighted average daily attendance by the state
adequacy tar get, multiplying thisproduct by thedollar valuemodifier for thedistrict, and
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subtracting from this product thedistrict'slocal effort and, in years not governed under
subsection 4 of this section, subtracting payments from the classroom trust fund under
section 163.043.

2. Other provisionsof law to the contrary notwithstanding:

(1) For the 2006-07 school year, the state revenue per weighted average daily
attendancereceived by a district from the state aid calculation under subsections 1 and 4
of thissection, asapplicable, and the classroom trust fund under section 163.043 shall not
be less than the state revenue received by a district in the 2005-06 school year from the
foundation formula, line14, gifted, remedial r eading, exceptional pupil aid, fair share, and
freetextbook payment amountsmultiplied by thesum of oneplustheproduct of one-third
multiplied by the remainder of the dollar value modifier minus one, and dividing this
product by the weighted aver age daily attendance computed for the 2005-06 school year.

(2) For the 2007-08 school year, the state revenue per weighted average daily
attendancereceived by a district from the state aid calculation under subsections 1 and 4
of thissection, asapplicable, and the classroom trust fund under section 163.043 shall not
be less than the state revenue received by a district in the 2005-06 school year from the
foundation formula, line 14, gifted, remedial reading, exceptional pupil aid, fair share, and
freetextbook payment amountsmultiplied by thesum of oneplustheproduct of two-thirds
multiplied by the remainder of the dollar value modifier minus one, and dividing this
product by the weighted aver age daily attendance computed for the 2005-06 school year .

(3) For the 2008-09 school year, the state revenue per weighted average daily
attendancereceived by adistrict from the state aid calculation under subsections 1 and 4
of thissection, asapplicable, and the classroom trust fund under section 163.043 shall not
be less than the state revenue received by a district in the 2005-06 school year from the
foundation formula, line 14, gifted, remedial reading, exceptional pupil aid, fair share, and
freetextbook payment amountsmultiplied by thedollar value modifier, and dividing this
product by the weighted aver age daily attendance computed for the 2005-06 school year .

(4) For each year subsequent tothe2008-09 school year, theamount shall benoless
than that computed in subdivision (3) of this subsection, multiplied by the weighted
aver agedaily attendancepur suant to section 163.036, lessany increasein revenuer eceived
from the classroom trust fund under section 163.043.

(5) Thedepartment of elementary and secondary education shall makean addition
in the payment amount specified in subsection 1 of this section to assure compliancewith
the provisions contained in this subsection.

3. School districts that meet the requirements of section 163.021 shall receive
categorical add-on revenueasprovided in thissubsection. The categorical add-on for the
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district shall bethe sum of: seventy-five percent of the district allowable transportation
costsunder section 163.161; the career ladder entitlement for thedistrict, asprovided for
in sections168.500t0 168.515, RSM o; thevocational education entitlement for thedistrict,
as provided for in section 167.332, RSMo; and the district educational and screening
program entitlements as provided for in sections 178.691 to 178.699, RSMo. The
categorical add-on revenue amounts may be adjusted to accommodate available
appropriations.

4. In the 2006-07 school year and each school year thereafter for five years, those
districts entitled to receive state aid under the provisions of subsection 1 of this section
shall receive state aid in an amount as provided in this subsection.

(1) For the 2006-07 school year, theamount shall befifteen percent of the amount
of stateaid calculated for the district for the 2006-07 school year under the provisions of
subsection 1 of this section, plus eighty-five percent of the total amount of state revenue
received by thedistrict for the 2005-06 school year from the foundation formula, line 14,
gifted, remedial reading, exceptional pupil aid, fair share, and freetextbook paymentsless
any amountsreceived under section 163.043.

(2) For the 2007-08 school year, the amount shall be thirty percent of the amount
of state aid calculated for thedistrict for the 2007-08 school year under the provisions of
subsection 1 of this section, plus seventy percent of the total amount of state revenue
received by thedistrict for the 2005-06 school year from the foundation formula, line 14,
gifted, remedial reading, exceptional pupil aid, fair share, and freetextbook paymentsless
any amountsreceived under section 163.043.

(3) For the 2008-09 school year, theamount of stateaid shall beforty-four percent
of theamount of stateaid calculated for thedistrict for the 2008-09 school year under the
provisions of subsection 1 of this section plusfifty-six percent of thetotal amount of state
revenuereceived by thedistrict for the 2005-06 school year from thefoundation formula,
line 14, gifted, remedial reading, exceptional pupil aid, fair share, and free textbook
payments less any amountsreceived under section 163.043.

(4) For the2009-10 school year, theamount of stateaid shall befifty-eight per cent
of theamount of stateaid calculated for thedistrict for the 2009-10 school year under the
provisionsof subsection 1 of thissection plusforty-two percent of thetotal amount of state
revenuereceived by thedistrict for the 2005-06 school year from the foundation formula,
line 14, gifted, remedial reading, exceptional pupil aid, fair share, and free textbook
payments less any amountsreceived under section 163.043.

(5) For the2010-11 school year, theamount of stateaid shall beseventy-two per cent
of theamount of stateaid calculated for thedistrict for the 2010-11 school year under the
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provisions of subsection 1 of this section plustwenty-eight percent of the total amount of
state revenue received by the district for the 2005-06 school year from the foundation
formula, line 14, gifted, remedial reading, exceptional pupil aid, fair share, and free
textbook paymentsless any amountsreceived under section 163.043.

(6) For the2011-12 school year, the amount of stateaid shall be eighty-six per cent
of theamount of stateaid calculated for thedistrict for the 2011-12 school year under the
provisionsof subsection 1 of thissection plusfourteen percent of thetotal amount of state
revenuereceived by thedistrict for the 2005-06 school year from the foundation formula,
line 14, gifted, remedial reading, exceptional pupil aid, fair share, and free textbook
payments less any amountsreceived under section 163.043.

(7) (@ Notwithstanding subdivision (18) of section 163.011, the state adequacy
target may not be adjusted downward to accommodate available appropriationsin any
year gover ned by this subsection.

(b) If a school district experiences a decrease in summer school average daily
attendance of more than fifteen percent from the district's 2005-2006 summer school
aver age daily attendancein any year gover ned by thissubsection, an amount equal tothe
product of the percent reduction in thedistrict'ssummer school aver age daily attendance
multiplied by the funds generated by the district's summer school program in the 2005-
2006 school year shall be subtracted from thedistrict's current year payment amount.

(c) If aschool district experiencesa decreasein itsgifted program enrollment of
more than twenty percent from its 2005-2006 gifted program enrollment in any year
governed by this subsection, an amount equal to the product of the percent reduction in
thedistrict'sgifted program enrollment multiplied by thefundsgenerated by thedistrict's
gifted program in the 2005-2006 school year shall besubtracted from thedistrict'scurrent
year payment amount.

5. For any school district meeting thedigibility criteriafor stateaid asestablished
in section 163.021, but which is considered an option district under section 163.042 and
therefore receives no state aid, the commissioner of education shall present a plan tothe
superintendent of the school district for the waiver of rules and the duration of said
waivers, in order to promoteflexibility in theoperationsof thedistrict and to enhanceand
encour ageefficiency inthedelivery of instructional servicesasprovided in section 163.042.

[7. Revenuereceived for school purposesby each school district pursuant to thissection
shall be placed in each of theincidental and teachers funds based on theratio of the property tax
ratein the district for that fund to the total tax rate in the district for the two funds.

8. In addition to the penalty for line 14 described in subsection 6 of this section,
beginning in school year 2004-05, any increase in aschool district's funds received pursuant to
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line 14 of subsection 6 of this section over the 1997-98 school year shall be reduced by one
percent for each full percentage point the percentage of the district's pupils scoring at or above
five percent below the statewide average level on either mathematics or reading is less than
sixty-five percent.

9] 6. (1) Nolessthan seventy-five percent of the staterevenuereceived under the
provisionsof subsections1, 2, and 4 of thissection shall beplaced in theteachers fund, and
theremaining percent of such moneysshall be placed in theincidental fund. Nolessthan
seventy-five percent of one-half of the funds received from the school district trust fund
distributed under section 163.087 shall be placed in the teachers fund. One hundred
per cent of revenuereceived under the provisions of section 163.161 shall be placed in the
incidental fund. Onehundred per cent of revenuer eceived under theprovisionsof sections
168.500 to 168.515, RSMo, shall be placed in the teachers fund.

(2) A school district shall spend for certificated compensation and tuition
expenditures each year:

(&) An amount equal to at least seventy-five percent of the state revenuereceived
under the provisions of subsections 1, 2, and 4 of this section;

(b) An amount equal to at least seventy-five percent of one-half of the funds
received from the school district trust fund distributed under section 163.087 during the
preceding school year; and

(c) Beginningin fiscal year 2008, asmuch aswas spent per weighted average daily
attendancefor certificated compensation and tuition expendituresthe previousyear from
revenue produced by local and county tax sourcesin theteachers fund, plusthe amount
of the incidental fund to teachers fund transfer calculated to be local and county tax
sour ces by dividing local and county tax sour cesin theincidental fund by total revenuein
theincidental fund.

Intheevent adistrict failsto comply with thisprovision, theamount by which thedistrict
failsto spend fundsas provided herein shall be deducted from thedistrict's staterevenue
received under the provisions of subsections 1, 2, and 4 of this section for the following
year, provided that the state board of education may exempt a school district from this
provision if the state board of education determines that circumstances warrant such
exemption.

7. If aschool district'sannual audit disclosesthat studentswereinappropriately identified
aseligiblefor free[or reduced-price] and reduced lunch, special education, or limited English
proficiency and thedistrict does not resolve the audit finding, the department of elementary and
secondary education shall require that the amount of [line 14] aid paid pursuant to the



H.C.S.S.S. S.C.S. SB. 287 35

344
345
346
347
348
349

© 00N O 01 & WN

W N DNDNDNDNDNMNMNDNNNNMNNNMNNRPEPEPRPEPRPEPRPEPERPRPPRPRPRPE
O ©W O ~NOOUl B WNPFP,P O OOWOWNO Ol WDNEO

weighting for freeand reduced lunch, special education, or limited English proficiency in
theweighted aver agedaily attendance ontheinappropriately identified pupilsberepaid by the
district in the next school year and shall additionally impose a penalty of one hundred percent
of [the line 14] such aid paid on such pupils, which penalty shall aso be paid within the next
school year. Such amounts may be repaid by the district through the withholding of the amount
of stateaid.

163.036. 1. In computing the amount of state aid a school district is entitled to receive
for the minimum school term only under section 163.031, a school district may use an estimate
of the [number of eligible pupils] weighted aver age daily attendance for the current year, or
the [number of eligible pupils] weighted average daily attendance for the immediately
preceding year or the [number of eligible pupils] weighted average daily attendance for the
second preceding school year, whichever isgreater. Beginning with the[2005-2006] 2006-2007
school year, the summer school [add-onfor eligiblepupils] attendanceincluded in theaver age
daily attendanceasdefined in subdivision [(8)] (2) of section 163.011 shall include only [those
eligible] the attendance hours of pupils that attend summer school in the current year.
Beginning with the 2004-2005 school year, when adistrict'sofficial calendar for the current year
contributesto amore than ten percent reduction in the average daily attendance for kindergarten
compared to the immediately preceding year, the [eligible pupil] payment attributable to
kindergarten shall include only the current year kindergarten average daily attendance. [Except
as otherwise provided in subsection 3 of this section,] Any error made in the apportionment of
state aid because of a difference between the actual [number of eligible pupils] weighted
aver agedaily attendanceand the estimated [number of eligiblepupils| weighted aver agedaily
attendance shall be corrected as provided in section 163.091, except that if the amount paid to
adistrict estimating [eligible pupils] weighted aver age daily attendance exceeds the amount
to which the district was actually entitled by more than five percent, interest at the rate of six
percent shall be charged on the excess and shall be added to the amount to be deducted from the
district's apportionment the next succeeding year.

2. Notwithstanding the provisions of subsection 1 of this section or any other provision
of law, the state board of education shall make an adjustment for theimmediately preceding year
for any increase in the actual [number of eligible pupils] weighted average daily attendance
above the number on which the state aid in section 163.031 was calculated. Said adjustment
shall be madeinthe manner providing for correction of errorsunder subsection 1 of this section.

3. [(1) Foranydistrict which has, for at |east five yearsimmediately preceding the year
in which the error is discovered, adopted a calendar for the school term in which elementary
schools are in session for twelve months of each calendar year, any error made in the
apportionment of state aid to such district because of adifference between the actual number of
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eligible pupils and the estimated number of eligible pupils shall be corrected as provided in
section 163.091 and subsection 1 of this section, except that if the amount paid exceeds the
amount to which the district was actually entitled by more than five percent and the district
provides written application to the state board requesting that the deductions be made pursuant
to subdivision (2) of this subsection, then the amounts shall be deducted pursuant to subdivision
(2) of this subsection.

(2) For deductions made pursuant to this subdivision, interest at the rate of six percent
shall be charged on the excessand shall beincluded in the amount deducted and the total amount
of such excess plusaccrued interest shall be deducted from the district's apportionment in equal
monthly amounts beginning with the succeeding school year and extending for a period of
months specified by the district in its written request and no longer than sixty months.

4. For the purposes of distribution of state school aid pursuant to section 163.031, a
school district may elect to use the district's equalized assessed val uation for the preceding year,
or an estimate of the current year's assessed valuation if the current year's equalized assessed
valuation is estimated to be more than ten percent less than the district's equalized assessed
valuation for the preceding year. A district shall give prior notice to the department of its
intention to usethe current year's assessed val uation pursuant to thissubsection.] Any error made
in the apportionment of state aid because of a difference between the actual equalized assessed
valuation for the current year and the estimated equalized assessed val uation for the current year
shall be corrected as provided in section 163.091, except that if the amount paid to a district
estimating current equalized assessed valuation exceeds the amount to which the district was
actually entitled, interest at the rate of six percent shall be charged on the excess and shall be
added to the amount to be deducted from the district's apportionment the next succeeding year.

[5.] 4. For the purposes of distribution of state school aid pursuant to section 163.031,
aschool district with ten percent or more of its assessed valuation that is owned by one person
or corporation as commercial or personal property who is delinquent in a property tax payment
may elect, after receiving notice from the county clerk on or before March [fifteenth except in
the year enacted,] 15 that more than ten percent of its current taxes due the preceding December
[thirty-first] 31 by a single property owner are delinquent, to use [on line 2] in thelocal effort
calculation of the state aid formulathe district's equalized assessed val uation for the preceding
year or the actual assessed valuation of the year for which the taxes are delinquent less the
assessed valuation of property for which the current year's property tax isdelinquent. To qualify
for use of the actual assessed valuation of the year for which the taxes are delinquent less the
assessed valuation of property for which the current year's property tax is delinquent, adistrict
must notify the department of elementary and secondary education on or before April [first] 1,
except inthe year enacted, of the current year amount of delinquent taxes, the assessed valuation



H.C.S.S.S. S.C.S. SB. 287 37

67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88

© 00 ~NO 01Tk WN

el i =
W N Rk O

of such property for which delinquent taxes are owed and the total assessed valuation of the
district for the year in which the taxes were due but not paid. Any district giving such noticeto
the department of elementary and secondary education shall present verification of the accuracy
of such notice obtained from the clerk of the county levying delinquent taxes. When any of the
delinquent taxes identified by such notice are paid during afour-year period following the due
date, the county clerk shall give notice to the district and the department of elementary and
secondary education, and state aid paid to the district shall be reduced by an amount equal to the
delinquent taxesreceived plusinterest. Thereduction in state aid shall occur over a period not
to exceed five years and the interest rate on excess state aid not refunded shall be six percent
annually.

[6.] 5. If adistrict receives state aid based on equalized assessed val uation as determined
by subsection 5 of this section and if prior to such notice the district was paid state aid pursuant
to [subdivision (2) of subsection 5 of] section 163.031, the amount of state aid paid during the
year of such notice and thefirst year following shall equal the sum of state aid paid pursuant to
[line 1 minus line 10 as defined in subsections 1, 2, 3 and 6 of] section 163.031 plus the
difference between the state aid amount being paid after such notice minus the amount of state
aid the district would have received pursuant to [line 1 minus line 10 as defined in subsections
1, 2, 3and 6 of] section 163.031 before such notice. To be eligibleto receive state aid based on
this provision the district must levy during the first year following such notice at least the
maximum levy permitted school districtsby article X, section 11(b) of theMissouri Constitution
and have a voluntary rollback of itstax rate which is no greater than one cent per one hundred
dollars assessed valuation.

163.042. 1. Any board of any school district may elect in any fiscal year to be
considered an option district. Such option districts shall not be entitled to any state aid
under section 163.031 or 163.043. In exchangefor forgoing stateaid, option districtsshall
be granted waivers from all Missouri school improvement plan provisions and any
requirementsotherwiseimposed on the school district related to theauthority of the state
board of education to classify school districts under section 161.092, RSMo, all fund
transfer restrictionsunder chapter 165, RSM o, and such other rulesasdeter mined by the
commissioner of education. Nothing in this section exempts any school district from its
requirement toadminister the state assessment. Further, such districtsmay choosenot to
comply with any requirements of federal law and any funding attached to such
requirements, provided that such noncomplianceisnot prohibited under federal law. In
any year in which a district electsto be an option district, no locally generated revenue
shall betransferred to the statein any manner whatsoever.
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2. Between June 1 and June 30 of each year, any board of any district electing to
beconsidered an option district for thefollowingfiscal year shall notify the department of
elementary and secondary education of such intention. Thedepartment shall promulgate
rulesconcer ningthespecificeligibility criteriafor adistrict tobecomeand apply for option
district status.

163.043. 1. For fiscal year 2007 and each subsequent fiscal year, the " Classroom
Trust Fund" ,whichishereby created inthestatetreasury, shall bedistributed by the state
board of education to each school district in this state qualified to receive state aid
pursuant to section 163.021 on an aver age daily attendance basis.

2. Themoneysdistributed pursuant to this section shall be spent at the discretion
of the local school district. The moneys may be used by the district for:

(1) Teacher recruitment, retention, salaries, or professional development;

(2) School construction, renovation, or leasing;

(3) Technology enhancementsor textbooks or instructional materials;

(4) School safety; or

(5) Supplying additional funding for required programs, both state and federal.

3. The classroom trust fund shall consist of all moneys transferred to it under
section 160.534, RSMo, all moneys otherwise appropriated or donated to it, and,
notwithstanding any other provision of law to the contrary, all unclaimed lottery prize
money.

4. Theprovisionsof thissection shall not apply to any option district asdefined in
section 163.042.

163.044. 1. Beginningwith the 2007 fiscal year and each subsequent fiscal year, the
general assembly shall appropriatefifteen million dollar sto bedirected to school districts
with an average daily attendance of three hundred fifty studentsor lessin the school year
preceding the payment year. Theamount appropriated shall bedistributed totheeligible
districtsin proportion to their average daily attendance.

2. The payment under this section shall not be transferred to the capital projects
fund.

3. Except asprovided in subsection 2 of this section, districtsreceiving payments
under this section may use the moneysfor, including but not limited to, the following:

(2) Distance learning;

(2) Extraordinary transportation costs;

(3) Rural teacher recruitment; and

(4) Student learning opportunities not available within the district.
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163.071. 1. If federa regulations permit inclusion of federal impact aid received
pursuant to P.L. 81-874, in part or in full, as a[local wealth deduction] component of local
effort in[section 163.031] thischapter, thenthe[eligible pupil count] weighted aver agedaily
attendance for a district which provides an approved program for pupils residing on federal
lands shall include those pupils residing on federal landsin the district.

2. If federal regulationsforbid inclusion of federal impact aid received pursuant to P.L.
81-874, in part or in full, as a [local wealth deduction] component of local effort in [section
163.031] this chapter, then the [eligible pupil count] weighted aver age daily attendance for
a district which provides an approved program for pupils residing on federal lands shall not
include those pupils residing on federal lands in the district and the district shall be entitled to
stateaid for pupilsresiding on federal landsin an amount to be determined asfollows: Thetotal
amount apportioned to the district by the state under section 163.031 for resident pupilsshall be
divided by theaveragedaily attendance of resident pupilsin thedistrict and thequotient resulting
shall be multiplied by the number of pupilsin average daily attendance in grades kindergarten
through twelveresiding on thefederal lands. The additional state aid under this section shall be
paid in the same manner as other apportionments made under section 163.031.

163.073. 1. When an education program, as approved under section 219.056, RSMo,
is provided for pupils by the division of youth services in one of the facilities operated by the
division for children who have been assigned there by the courts, the division of youth services
shall be entitled to state aid for pupils being educated by the division of youth servicesin an
amount to be determined as follows: The total amount apportioned to the division of youth
services shall be an amount equal to the average [per-pupil] per weighted average daily
attendanceamount apportioned for the preceding school year under section 163.031, multiplied
by the number of full-time equivaent students served by facilities operated by the division of
youth services. The number of full-time equivalent students shall be determined by dividing by
one hundred seventy-four days the number of student-days of education service provided by the
division of youth servicesto elementary and secondary students who have been assigned to the
division by the courts and who have been determined as inappropriate for attendance in alocal
public school. A student day shall mean one day of education services provided for one student.
In addition, other provisions of law notwithstanding, the division of youth services shall be
entitled to funds under [sections 148.360, 149.015, 162.975, RSMo, and] section 163.087. The
number of full-time equivalent students as defined in this section shall be considered as
" September membership” [for the apportioning of funds under section 148.360, RSMo,] and as
"average daily attendance” for the apportioning of funds under [section 149.015, RSMo, and as
"eligible pupils' for the purpose of apportioning funds under] section 163.087.
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2. The educationa program approved under section 219.056, RSMo, as provided for
pupils by the division of youth services shall qualify for funding for those services provided to
handicapped or severely handicapped children [as authorized by section 162.975, RSMo]. The
department of elementary and secondary education shall cooperate with the division of youth
servicesin arriving at an equitable funding for the services provided to handicapped childrenin
thefacilities operated by the division of youth services[under the provisions of section 162.975,
RSMo].

3. Eachlocal school district or special school district constituting the domicile of achild
placed in programs or facilities operated by the division of youth services or residing in another
district pursuant to assignment by the division of youth services, shall pay toward the per pupil
cost of educational services provided by the serving district or agency an amount equal to the
average sum produced per child by the local tax effort of that district. A specia school district
shall pay the average sum produced per child by thelocal tax efforts of the component districts.
This amount paid by the local school district or the special school district shall be on the basis
of full-time equivalence as determined in section 163.011, not to exceed the actual per pupil
local tax effort.

163.081. 1. Between June [fifteenth] 15 and June [thirtieth] 30 each year the secretary
of each school district shall make areport to the state department of elementary and secondary
education which shall contain all necessary data for calculating the amounts of state support
which each district is to receive for the following school year. [The report shall be sworn to
before a notary public or the county clerk.] Reports shall be forwarded to the state board of
education on or before July [fifteenth] 15. Any district secretary, superintendent or teacher who
knowingly furnishes any false information in the reports, or neglects or refuses to make the
reports, isguilty of amisdemeanor and shall be punished by afine of not more than five hundred
dollars or imprisonment in the county jail for not more than six months or by both such fine and
imprisonment.

2. [Until July 1, 1982, the state board of education upon receipt of the report from the
school district shall cal cul ate the amount which each school district istoreceiveand on or before
September fifteenth of each year shall distribute all moneys available August thirty-first to the
several districts. Additional distributions of all moneys available November thirtieth and
February twenty-eighth shall be made on or before December fifteenth and March fifteenth of
each school year. The state board of education shall certify the amounts so apportioned to the
commissioner of administration for his approval and warrants shall be issued payable to the
several school districtsof the state and forwarded to them. Beginning July 1, 1982,] Themoneys
appropriated for the state schools in any such year shall be distributed to the several districts
entitled thereto through twelve monthly disbursements]. Each of the first six monthly
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disbursements during any fiscal year shall be equal to one-twelfth of the total amount
appropriated for such purpose. Each of the remaining six monthly disbursements shall bein an
amount which shall not be less than seven and one-half percent of the total appropriation;],
provided[, however,] that the total disbursementsthrough the twelve payments shall not exceed
the total amount appropriated for such purpose.

163.087. 1. Money in the school district trust fund shall be distributed to each school
districtinthe statein the sameratio that the [number of eligible pupils] weighted aver agedaily
attendancein the district bearsto the total [number of eligible pupils] weighted aver age daily
attendancein al such school districts for the preceding year, except as otherwise provided in
section 163.031. [Asused in the preceding sentence, theterm "eligible pupils’ hasthe meaning
ascribedtoit in section 163.011.] In addition, each such district which is providing an approved
program for pupilsresiding on federal lands shall receive an amount which shall be determined
asfollows: [Aneligible pupil count] Weighted aver age daily attendance for pupilsresiding
on federal lands shall be calculated separately for the district in the manner provided in section
163.011, treating such pupils as residents of the district for this purpose. Such [€ligible student
count] weighted average daily attendance shall be multiplied by one-half of the amount to be
received by thedistrict, pursuant to this subsection, per [eligible pupil] weighted aver agedaily
attendance not residing on federal lands.

2. Money inthefund shall be distributed monthly [on or before the fifteenth day of each
month]. The state board of education shall certify the amounts to be distributed to the several
school districts to the commissioner of administration who shall issue the warrants therefor.

3. Money received by aschool district from the school district trust fund shall be deemed
to be local tax revenue derived for the same fiscal year in which the money isreceived, for the
teachers and incidental fundg], and shall be deposited to such funds of thedistrict in proportion
to operating levies for the teachers and incidental funds. The reduction in the operating levy
pursuant to section 164.013, RSMo, shall be made proportionally in the funds where the
remaining one-half of the money from the school district trust fund is deposited]. In the
calculation of state aid for the district under the provisions of section 163.031, one-half the
amount received by the district in the first preceding year shall be [deducted from the district's
entitlement] included in local effort as provided in section 163.031.

163.091. The state board of education may correct any error made in the apportionment
of the state school moneys fund and classroom trust fund among the various [counties]
districtsof this state out of the state school moneys fund and classroom trust fund of the year
next following the date when the mistake was made. The state board of education shall certify
the amount set apart to any school district for the purpose of correcting any error to the
commissioner of administration, and the commissioner of administration shall certify theamount
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so apportioned for proper payment, and the district treasurer shall credit the funds as the funds
of theyear inwhich theerror occurred. If any district hasreceived fundsin excess of the amount
to which it was entitled, its apportionment for the next succeeding year shall be reduced
accordingly.

163.172. 1. In school year 1994-95 and thereafter until school year 2006-07, the

minimum teacher's salary shall be eighteen thousand dollars. Beginning in school year 2006-
07, the minimum teacher's salary shall be twenty-two thousand dollars; in school year
2007-08, the minimum teacher's salary shall be twenty-three thousand dollars; in school
year 2008-09, the minimum teacher's salary shall be twenty-four thousand dollars; in
school year 2009-10 and thereafter, the minimum teacher's salary shall be twenty-five
thousand dollars. Beginning in the school year 1996-97 until school year 2006-07, for any
full-time teacher with a master's degree and at least ten years teaching experience in a public
school or combination of public schools, the minimum salary shall be twenty-four thousand
dollars.
Beginning in the school year 2006-07, for any full-time teacher with a master'sdegreein
an academicteachingfield and at least ten year s teaching experiencein apublic school or
combination of public schools, theminimum salary shall bethirty thousand dollars; inthe
2007-08 school year such minimum salary shall bethirty-onethousand dollars; in the 2008-
09 school year such minimum salary shall bethirty-twothousand dollars; and in the 2009-
10 school year such minimum salary shall bethirty-three thousand dollars.

2. Beginning with the budget requests for fiscal year 1991, the commissioner of
education shall present to the appropriate committees of the general assembly information onthe
average Missouri teacher's salary, regional average salary data, and national average salary data.

3. All school salary information shall be public information.

4. Asused inthis section, the term "salary” shall be defined as the salary figure which
appears on the teacher's contract and as determined by the local school district's basic salary
schedule and does not include supplements for extra duties.

5. The minimum saary for any fully certificated teacher employed on a less than
full-time basis by a school district, state school for the severely handicapped, the Missouri
School for the Deaf, or the Missouri School for the Blind shall be prorated to reflect the amounts
provided in [subsections 1 and 2] subsection 1 of this section.

6. [Beginning with the 1996-97 school year, the general assembly shall make an annual
appropriation to the excellence in education fund established in section 160.268, RSMo, for the
purpose of fulfilling the minimum salary requirements for public school teachers in those
districts meeting the qualifications established in subsection 7 of thissection. Theappropriation
shall be sufficient to ensure that al qualifying districts are able to comply with the minimum
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salary requirementsof thissection. Thedepartment of el ementary and secondary education shall
determine, prior to each school year, those districts which shall be eligible to receive fundsin
this subsection during the school year. A qualifying district shall be eligible to receive funds
appropriated in this subsection only during thefirst threeyearsfollowing thedistrict'squalifying
for such funds.] Beginning with the 2006-07 school year, the general assembly shall make
an annual appropriationfor thepurposeof fulfillingtheminimum salary requirementsfor
public school teachers. The appropriation shall be sufficient to ensurethat all qualifying
districts are able to comply with the minimum salary requirements of this section. The
department of elementary and secondary education shall determine, prior to each school
year, those districts which shall be éligible to receive fundsin this subsection during the
school year.

7. To qualify to begin receiving funds in subsection 6 of this section, a school district
shall meet al of the following criteria:

(1) A portion of the real property of the district shall have been removed from the tax
rolls due to the impact of state or federal government action;

(2) Thedistrict shall havereceived no more state aid on aper pupil basisfor each of the
last three school years, exclusiveof categorical funding, than thedistrict received for the 1992-93
school year;

(3) Thesalariespaidtoall teachersinthedistrict for the school year prior to qualification
shall be totally compacted at the eighteen thousand dollar per year minimum established in this
section;

(4) Thedistrict shall havein its employ for the school year prior to qualification one or
moreteacherswith amaster'sdegree and at | east ten years teaching experienceinapublic school
or acombination of public schools;

(5) Thedistrict shall befinancially distressed or haveahistory of deficit spendingwhich,
if continued, will cause the district to become financialy distressed within three years;

(6) The district had an enroliment of no greater than four hundred pupils for the
preceding school year; and

(7) Thedistrict shall have levied an operating levy for school purposes of not less than
two dollarsseventy-five centsper one hundred dollars of assessed val uation for the previousyear
and shall continue to levy at no less than that rate.

8. For any school year in which aschool district receives funds pursuant to subsections
6 and 7 of this section, such school district shall continue to expend on teacher salaries no less
than the amount it expended on teacher salaries in the school year immediately prior to the
school year in which it first receives such funds.
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9. No school district receiving funds pursuant to subsections 6 and 7 of this section shall
receive additional funds pursuant to subsection 6 of this section by virtue of the annexation of
another school district to such school district during or after the school year immediately prior
to the school year in which the annexing district first receives such funds; nor shall any school
district annexed to a school district receiving funds pursuant to subsections 6 and 7 of this
section also receive funds pursuant to subsection 6 of this section by virtue of such annexation
if such annexation occurred during or after the school year immediately prior to the school year
in which the annexing school district first receives such funds.]

164.011. 1. The school board of each district annually shall prepare an estimate of the
amount of money to be raised by taxation for the ensuing school year, the rate required to
produce the amount, and the rate necessary to sustain the school or schools of the district for the
ensuing school year, to meet principal and interest payments on the bonded debt of the district
and to providethefundsto meet other legitimatedistrict purposes. In preparing the estimate, the
board shall have sole authority in determining what part of the total authorized rate shall be used
to provide revenue for each of the funds as authorized by section 165.011, RSMo. [Except as
provided in subsection 3 of this section, for the 1996-97 school year and thereafter,] Prior to
setting tax rates for the teachers and incidental funds, the school board of each school district
annually shall set thetax rate for the capital projects fund as necessary to meet the expenditures
of the capital projects fund after all transfers allowed pursuant to subsection [7] 4 of section
165.011, RSMo[, for expendituresauthorized by section 177.088, RSMo, and after thefollowing
transfersif needed: in the 1996-97 school year, one-twelfth of the maximum transfer allowed
by section 165.011, RSMo; in the 1997-98 school year, one-sixth of the maximum transfer
allowed by section 165.011, RSMo; in the 1998-99 school year, one-half of the maximum
transfer allowed by section 165.011, RSMo; and in the 1999-2000 school year and thereafter, one
hundred percent of thetransfersallowed by section 165.011, RSMo]. Furthermore|, except that]
the tax rate set in the capital projects fund shall not require the reduction of the equalized
combined tax rates for the teachers and incidental funds to be less than the greater of the
minimum operating levy for the current year for school purposes established under subsection
2 of section 163.021, RSMo], or the 1993 tax rate as used for state aid purposes in section
163.031, RSMo, plus that portion of the full amount of any voter-approved increase in the tax
rate ceiling as defined in section 137.073, RSMo, approved after the first day of January, 1994,
and before the thirtieth day of March, 1994, aslevied in the current year, in any school district
located in a county of the fourth classification that had an existing |ease purchase arrangement
for capital project purposes at the time of the election].
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2. The school board of each district shall forward the estimate to the county clerk on or
before September [first] 1. In school districts divided by county lines, the estimate shall be
forwarded to the proper officer of each county in which any part of the district lies.

[3. (1) For the 1997-98 school year and thereafter, prior to setting tax rates for the
teachers and incidental funds, the school board of each school district meeting the criteria
specified in subdivision (2) of this subsection annually shall set the tax rate for the capital
projectsfund as necessary to meet the expenditures of the capital projectsfund after all transfers
allowed pursuant to subsection 7 of section 165.011, RSMo, for expenditures authorized by
section 177.088, RSMo, and after one hundred percent of the transfers allowed by section
165.011, RSMo.

(2) Subdivision (1) of this subsection shall apply to each district which satisfies all of
the following criteria:

(a) Thedistrict hasamembership count for school year 1997-98 whichisat least sixteen
percent greater than the district's membership count for the 1991-92 school year; and

(b) Thedistrict passed afull waiver of Proposition C tax raterollback pursuant to section
164.013, or approved an increase to the district's tax rate ceiling on or after June 1, 1994;

(c) Thedistrict isin compliance with or has paid all penalties required pursuant to
section 165.016, RSMo, for the 1994-95, 1995-96 and 1996-97 school years without waiver or
adjustment of the base school year certificated salary percentage; and

(d) Thedistrict approves, prior to July 1, 1998, a proposal to issue general obligation
bonds which will cause the district's bonded indebtedness to be no less than eighty-five percent
of the maximum bonded indebtedness of the district.]

164.303. There is hereby established in the state treasury the "School District Bond
Fund". Such amounts as may be necessary to fund the annual requests submitted by the health
and educational facilities authority to fund the payment of costs and grants as provided in
subsection 7 of section 360.106 and sections360.111 to 360.118, RSM o, and necessary costsfor
administration of those provisions, but not to exceed seven million dollars per year, shall be
transferred by appropriation to the fund from the gaming proceeds for education fund before any
amountsin the gaming proceeds for education fund are transferred to the [state school moneys]
classroom trust fund, as provided in section 160.534, RSMo. Moneys deposited in the school
district bond fund shall be used by the health and educational facilities authority, subject to
appropriation, to fund the payment of costs and grants as provided in subsection 7 of section
360.106 and sections360.111 to 360.118, RSMo, and necessary costsfor administration of those
provisions. Notwithstanding the provisions of section 33.080, RSMo, to the contrary, moneys
in the fund shall not be transferred to the credit of the general revenue fund at the end of each
biennium.
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165.011. 1. Thefollowing funds are created for the accounting of all school moneys:
teachers fund, incidental fund, [freetextbook fund,] capital projectsfund and debt service fund.
Thetreasurer of the school district shall open an account for each fund specified in this section,
and all moneys received from the county school fund and all moneys derived from taxation for
teachers wages shall be placed to the credit of the teachers fund. All tuition fees, state moneys
received under [sections 162.975, RSMo, and] section 163.031, RSMo, and all other moneys
received from the state except as herein provided shall be placed to the credit of theteachers and
incidental funds at the discretion of the district board of education, except as provided in
subsection 6 of section 163.031, RSMo. [The portion of state aid received by the district
pursuant to section 163.031, RSMo, based upon the portion of the tax ratein 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 service fund or
capital projectsfund, respectively.] Money received from other districts for transportation and
money derived from taxation for incidental expenses shall be credited to the incidental fund.
[Money apportioned for free textbooks shall be credited to the free textbook fund.] All money
derived from taxation or received from any other sourcefor the erection of buildingsor additions
thereto and the remodeling or reconstruction of buildings and the furnishing thereof, for the
payment of |ease-purchase obligations, for the purchase of real estate, or from sale of real estate,
schoolhouses or other buildings of any kind, or school furniture, from insurance, from sale of
bonds other than refunding bonds shall be placed to the credit of the capital projectsfund. All
moneys derived from the sale or lease of sites, buildings, facilities, furnishings, and equipment
by a school district as authorized under section 177.088, RSMo, shall be credited to the capital
projects fund. Money derived from taxation for the retirement of bonds and the payment of
interest thereon shall be credited to thedebt servicefund, which shall be maintained asaseparate
bank account. Recelptsfrom delinquent taxes shall be allocated to the several fundson the same
basis as receipts from current taxes, except that where the previous years obligations of the
district would beaffected by such distribution, thedelinquent taxes shall bedistributed according
to thetax leviesmade for the yearsin which the obligationswereincurred. All refundsreceived
shall beplaced to the credit of the fund from which the original expendituresweremade. Money
donated to the school districts 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 shall be placed to the credit of the fund or funds designated by the board.

2. [The school board may expend from theincidental fund the sum that is necessary for
the ordinary repairs of school property and an amount not to exceed the sum of expendituresfor
classroominstructional capital outlay, asdefined by the department of elementary and secondary
education by rule, in state-approved area vocational-technical schools and the greater of
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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 Junethirtieth of the preceding school year for
classroominstructional capital outlay, including but not limited to paymentsauthorized pursuant
to section 177.088, RSMo. Any and all payments authorized under section 177.088, RSMo,
except as otherwise provided in this subsection, for the purchase or lease of sites, buildings,
facilities, furnishings and equipment and all other expendituresfor capital outlay shall be made
from the capital projects fund. If abalance remainsin the free textbook fund after books are
furnished to pupilsas provided in section 170.051, RSMo, it shall be transferred to the teachers
fund.] The school board may transfer [the] any portion of the unrestricted balance remaining
in the incidental fund to the teachers fund [that is necessary for the total payment of all
contracted obligationsto teachers]. Any district that usesan incidental fund transfer to pay
for mor ethan twenty-fiveper cent of theannual certificated compensation obligation of the
district and hasan incidental fund balance on June 30in any year in excess of fifty percent
of the combined incidental teachers fund expendituresfor thefiscal year just ended shall
be required to transfer the excess from the incidental fund to the teachers fund. If a
balance remainsin the debt service fund, after the total outstanding indebtedness for which the
fund was levied is paid, the board may transfer the unexpended balance to the capital projects
fund. If abalance remainsin the bond proceeds after completion of the project for which the
bonds were issued, the balance shall be transferred from the incidental or capital projects fund
to the debt service fund. After making al placements of interest otherwise provided by law, a
school district may transfer from the capital projects fund to the incidental fund the interest
earned from undesignated balances in the capital projects fund. [All other sections of the law
notwithstanding, a school district may transfer from the incidental fund to the capital projects
fund an amount equal 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
capital projects fund, as necessary to meet obligations in another of those funds; provided that
the full amount is repaid to the lending fund within the same fiscal year.

3. Tuitionshall be paid from either theteachers or incidental funds. Employeebenefits
for certificated staff shall be paid from the teachers fund.

4. Other provisions of law to the contrary notwithstanding, the school board of a school
district that [satisfies the criteriaspecified in subsection 5 of this section] meetsthe provisions
of subsection 6 of section 163.031, RSM o, may transfer from the incidental fund to the capital
projects fund the sum of:
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(1) The amount to be expended for transportation equipment that is considered an
allowable cost under state board of education rulesfor transportation reimbursements during the
current year; plus

(2) Any amount necessary to satisfy obligations of the capital projects fund for
state-approved area vocational-technical schools; plus

(3) Current year obligations for lease-purchase obligations entered into prior to
January 1, 1997; plus

(4) Theamount necessary torepay costsof one or moreguaranteed ener gy savings
performance contracts to renovate buildings in the school district, provided that the
contractisonly for ener gy conser vation measur esasdefined in section 640.651, RSMo, and
provided that thecontract specifiesthat no payment or total of paymentsshall berequired
from the school district until at least an equal total amount of energy and ener gy-related
operating savings and payments from the vendor pursuant to the contract have been
realized by the school district; plus

(5) An amount not to exceed the greater of:

(a) [The guaranteed tax base for the preceding year; or

(b) Ninepercent of thedistrict's entitlement for the preceding school year as established
pursuant to line 1 of subsection 6 of section 163.031, RSMo, as of Junethirtieth of the preceding
school year, less any amount expended from the incidental fund for classroom instructional
capital outlay pursuant to subsection 2 of thissection; provided that transfer amounts authorized
pursuant to thissubdivision may only betransferred by aresolution of the school board approved
by amagjority of the board membersin office when the resolution is voted upon and identifying
the specific capital projectsto be funded directly by the district by the transferred funds and an
estimated expenditure date; and provided that if adistrict did not maintain compliance with the
requirements of section 165.016 the preceding year without recourse to awaiver for that year or
a base year adjustment received that year or a fund balance exclusion unless the fund balance
exclusion had also been used the second preceding year, the transfer amount pursuant to this
subdivision may betransferred only to the extent required to meet current year obligationsof the
capital projects fund.

5. In order to transfer funds pursuant to subsection 4 of this section, a school district
shall:

(1) Meet the minimum criteriafor state aid and for increasesin state 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 base for the preceding payment year multiplied by the
number of resident and nonresident eligible pupils educated in the district in the preceding year;
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(3) Set tax rates pursuant to section 164.011, RSMo;

(4) First apply any voluntary rollbacks or reductions to the total tax rate levied to the
teachers and incidental funds;

(5) Inorder to be eligible 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 theterm of such obligations to no more than twenty years,

(c) Limitannual installment payments on such obligationsto an amount no greater than
the amount of the payment for the first full year of the obligation, including all payments of
principal and interest, except that the amount of the final payment shall be limited to an amount
no greater than two times the amount of such first-year payment;

(d) Limit such payments to leasing nonathletic, classroom, instructional facilities as
defined by the state board of education through rule; and

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

6. A school district shall be eligible to transfer funds pursuant to subsection 7 of this
section if:

(1) Prior to August 28, 1993:

(&) Theschool district incurred an obligation for the purpose of funding payments under
alease purchase contract authorized under section 177.088, RSMo;

(b) The school district notified the appropriate local el ection official to place an issue
before the voters of the district for the purpose of funding payments under a lease 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 district; or

(2) Priorto November 1, 1993, aschool board adopted aresol ution authorizing an action
necessary to comply with subsection 9 of section 177.088, RSMo. Any increasein the operating
levy of a district above the 1993 tax rate resulting from passage of an issue described in
paragraph (b) of subdivision (1) of thissubsection 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, a school district
may transfer, pursuant to this subsection, from theincidental fund to the capital projectsfund an
amount as necessary to satisfy an obligation of the capital projectsfund that satisfies at |east one
of the conditions specified in subsection 6 of this section, but not to exceed its payments
authorized under section 177.088, RSM o, for the purchase or lease of sites, buildings, facilities,
furnishings, equipment, and all other expenditures for capital outlay, plus the amount to be
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expended for transportation equipment that is considered an allowabl e cost under state board of
education rules for transportation reimbursements during the current year plus any amount
necessary to satisfy obligations of the capita projects fund for state-approved area
vocational-technical schools. A school district that isin compliancewith section 165.016 during
the second preceding year or has paid all penalties for the second preceding year may transfer
from theincidental fund to the capital projectsfund the amount necessary to meet the obligation
plus the transfers pursuant to subsection 4 of this section.

8.] One hundred sixty-two thousand three hundred twenty-six dollars; or

(b) Seven percent of the stateadequacy tar get multiplied by thedistrict'sweighted
average daily attendance, provided that transfer amounts in excess of current year
obligations of the capital projects fund authorized under this subdivision may be
transferred only by aresolution of the school board approved by a majority of the board
members in office when the resolution is voted on and identifying the specific capital
projectsto be funded directly by the district by the transferred funds and an estimated
expenditure date.

5. Beginning in the 2006-07 school year, a district meeting the provisions of
subsection 6 of section 163.031, RSM o, and not making thetransfer under subdivision (5)
of subsection 4 of thissection, nor making paymentsor expendituresrelated to obligations
made under section 177.088, RSM o, may transfer from the incidental fund to the debt
service fund or the capital projectsfund the greater of:

(1) Thestate aid received in the 2005-06 school year as a result of no more than
eighteen cents of the sum of the debt service and capital projects levy used in the
foundation formula and placed in the respective debt service or capital projects fund,
whichever fund had the designated tax levy; or

(2) Five percent of the state adequacy target multiplied by thedistrict's weighted
aver age daily attendance.

6. Beginning in the [1995-96] 2006-07 school year, the department of elementary and
secondary education shall deduct from aschool district's state aid cal culated pursuant to section
163.031, RSMo, an amount equal to the amount of any transfer of fundsfrom theincidental fund
tothecapital projectsfund or debt servicefund performed during the previousyear inviolation
of this section; except that the state aid shall be deducted [in equal amounts] over [the] no more
than five school years following the school year of an unlawful transfer [provided that:

(1) Thedistrict shall provide written notice to the state board of education, no later than
Junefirst of the first school year following the school year of the unlawful transfer, stating the
district'sintention to comply with the provisions of subdivisions (1) to (4) of this subsection and
have state aid deducted for that unlawful transfer over afive-year period;
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(2) On or before September first of the second school year following the school year of
the unlawful transfer, the district shall approve an increase to the district's operating levy for
school purposes to the greater of: two dollars and seventy-five cents per one hundred dollars
assessed valuation 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 which is equal 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 shall be made in
comparison to the latter tax rate described in this subdivision;

(3) During each school year after the school year in which the operating levy isincreased
pursuant to subdivision (2) of this subsection and in which state aid is deducted pursuant to
subdivisions (1) to (4) of this subsection, the district shall maintain an operating levy for school
purposeswhich producestotal state and local revenuesfor the district which are no lessthan the
total state and local revenues produced by the levy required pursuant to subdivision (2) of this
subsection;

(4) During each school year state aid is deducted pursuant to subdivisions (1) to (4) of
this subsection except for the 1998-99 school year, the district shall 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 district's fund balances; and

(5) If, inany school year state aid is deducted pursuant to subdivisions (1) to (4) of this
subsection, the district fails to comply with any requirement of subdivisions (1) to (4) of this
subsection, the full, remaining amount of state aid to be deducted pursuant to this subsection
shall be deducted from the district's state aid payments by the department during such school
year.

9. On or before June 30, 1999, a school district may transfer to the capital projectsfund
from the balances of the teachers and incidental funds any amount, but only to the extent that
the amount transferred is equal to or lessthan the amount that the teachers and incidental funds
unrestricted balanceson June 30, 1995, exceeded el ght percent of expendituresfromtheteachers
and incidental funds for the year ending June 30, 1995.

10. (1) Other provisionsof law to the contrary notwithstanding, a school district which
satisfies all conditions specified in subdivision (2) of this subsection may make the transfer
allowed in subdivision (3) of this subsection.

(2) To make the transfer alowed under subdivision (3) of this subsection, a school
district shall:

() Have amembership count for school year 1997-98 which is at least sixteen percent
greater than the district's membership count for the 1991-92 school year; and
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(b) Have passed a full waiver of Proposition C tax rate rollback pursuant to section
164.013, RSMo, or approved anincreaseto thedistrict'stax rate ceiling on or after June 1, 1994;
and

(c) Beincompliance or have paid al penaltiesrequired pursuant to section 165.016 for
the 1994-95, 1995-96 and 1996-97 school yearswithout waiver or adjustment of the base school
year certificated salary percentage; and

(d) After all transfers, have a remaining balance on June 30, 1998, in the combined
teachers and incidental funds which is no less than ten percent of the combined expenditures
from those funds for the 1997-98 school year.

(3) A district which satisfies all of the criteria specified in paragraphs (a) to (d) of
subdivision (2) of this subsection may, on or before June 30, 1998, make a one-time combined
transfer from the teachers and incidental funds to the capita projects fund of an amount no
greater than the sum of the following amounts:

(@ The product of the district's equalized assessed vauation for 1994 times the
difference of the district's equalized operating levy for school purposes for 1994 minus the
district's equalized operating levy for school purposes for 1993;

(b) The product of the district's equalized assessed valuation for 1995 times the
difference of the district's equalized operating levy for school purposes for 1995 minus the
district's equalized operating levy for school purposes for 1993;

(c) The product of the district's equalized assessed valuation for 1996 times the
difference of the district's equalized operating levy for school purposes for 1996 minus the
district's equalized operating levy for school purposes for 1993;

(d) The product of the district's equalized assessed valuation for 1997 times the
difference of the district's equalized operating levy for school purposes for 1997 minus the
district's equalized operating levy for school purposes for 1993; provided that the remaining
balance in the incidental fund shall be no less than twelve percent of the total expenditures
during that fiscal year from the incidental fund.

(4) A district which makesatransfer pursuant to subdivision (3) of this subsection shall
be subject to compliance with the requirements of section 165.016 for fiscal years 1999, 2000
and 2001, without the option to request a waiver or an adjustment of the base school year
certificated salary percentage.

(5) Other provisions of section 165.016 to the contrary notwithstanding, the transfer of
an amount of funds from either the teachers or incidental fund to the capital projects fund
pursuant to subdivision (3) of this subsection shall not be considered an expenditure from the
teachers or incidental fund for the purpose of determining compliance with the provisions of
subsections 1 and 2 of section 165.016.
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11. In addition to other transfers authorized under subsections 1 to 9 of this section, a
district may transfer from the teachers' and incidental funds to the capital projects fund the
amount necessary to repay costsof one or more guaranteed energy savings performance contracts
to renovate buildings in the school district; provided that the contract is only for energy
conservation measures, as defined in section 640.651, RSMo, and provided that the contract
specifiesthat no payment or total of payments shall be required from the school district until at
least an equal total amount of energy and energy-related operating savings and payments from
the vendor pursuant to the contract have been realized by the school district.

12. Inaddition to other transfers authorized pursuant to subsections 1 to 9 of thissection,
any school district that has undergone at least a twenty-percent increase in assessed valuation
from the preceding year because of the construction of a power plant may make a one-time
transfer on the basis of each such increase to the capital projects fund from the balances of the
teachers and incidental funds' unrestricted balances in an amount equal to twice the 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 shall be made prior to the end of the second fiscal
year following the fiscal year in which the increase in assessed valuation is effective. Such
one-time transfer may be made without regard to whether the transferred funds are used for
current expenditures. No transfer shall be made pursuant to this subsection after June 30, 2003.

13.] based on aplan from thedistrict approved by the commissioner of elementary
and secondary education.

7. A school district may transfer unrestricted funds from the capital projectsfund to the
incidental fund in any year in which that year's June [thirtieth] 30 combined incidental and
teachers funds unrestricted balance compared to the combined incidental and teachers funds
expenditures would be less than ten percent without such transfer.

[14. School districts that have issued qualified zone academy bonds pursuant to 26
U.S.C. Section 1397E, also known asthe Taxpayers Relief Act of 1997, prior to December 31,
2002, and have placed bond proceedsinto aninterest-bearing account in the capital projectsfund
without meeting the requirement to set a levy in the debt service fund as required in section
164.161, RSMo, shall be permitted to make transfers to the debt service fund in an amount up
to but not exceeding the original amount of bond proceeds invested, under the following
conditions:

(1) Thedistrict hasan unrestricted balance in the capital projectsfund equivalent to the
original amount of bond proceeds invested that may be transferred to the debt service fund; or

(2) If thedistrict does not have sufficient unrestricted fundsin the capital projectsfund
pursuant to subdivision (1) of this subsection, then additional funds may betransferred from the
incidental fund to the debt service fund up to the amount needed to equal the original amount of
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bond proceeds invested, but such transfer in combination with other district expenditures may
not reduce the ending fund balance in the combined teachers and incidental funds below ten
percent balance of the expenditures in those funds,

(3) If thetransfersallowed pursuant to subdivisions (1) and (2) of thissubsection are not
sufficient 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 June 23, 2003;

(4) Thedistrict shall report the following 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:

(&) Documentation of the establishment of the local academy/business partnership and
the ten percent 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 qualified zone academy bond application, identified by
building with certification by the district that a minimum of ninety-five percent of the
voter-approved qualified zone academy bonds will be expended within ten years from the date
of the sale of bonds; and

(c) The business name, office location, state of incorporation, and names of any
representative of the bonding institution and bond counsdl, if applicable, who handled the
qualified zone academy bond issuance, including all individualswho signed correspondence to
or made presentations to the school district concerning such bonds; and providing the amount
of fees or costs of issuance paid to the bonding institution and bond counsel stated as a whole
dollar amount and as a percentage of the qualified zone academy bond;

(5) Any transfer made pursuant to subdivision (1) or (2) of this subsection shall be
reported on the district's fiscal year 2003 financial records;

(6) If the digtrict 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
unrestricted fund balance transferred into the debt service fund 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 as they fall due.

15. On or before August 31, 2005, a school district located in a county of the third
classification without atownship form of government and with more than thirty-seven thousand
two hundred but less than thirty-seven thousand three hundred inhabitants and in a county of the
third classification without a township form of government and with more than nine thousand
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four hundred fifty but |essthan nine thousand five hundred fifty inhabitants and aschool district
with an assessed valuation of no less than twenty-one million seven hundred fifty thousand
dollarsand no morethan twenty-two million dollarslocated in acounty of thethird classification
without a township form of government and with more than forty thousand eight hundred but
less than forty thousand nine hundred inhabitants shall be permitted to make a one-time
additional transfer from theincidental fund to the capital projectsfund in an appropriate amount
for the specific purpose of completing a sewer project in order to comply with regulations
established by the department of natural resources.

16. Onor before August 31, 2005, aschool district with an assessed valuation of at |east
thirty-one million dollars and less than thirty-two million dollarslocated in acounty of thethird
classification without atownship form of government and with more than thirty-one thousand
but less than thirty-one thousand one hundred inhabitants shall be permitted to make aone-time
additional transfer from theincidental fund to the capital projectsfund in an appropriate amount
for the specific purpose of improving the library media and technology center that serves the
district's high school and middle school.

17. In addition to other transfers authorized pursuant to this section, an eligible school
district may transfer from the incidental fund to the capital projects fund to make expenditures
which decrease the total interest cost of paymentsfor alease-purchase obligation authorized by
section 177.088, RSMo. An eligible school district shall:

(1) Have never made a previous transfer pursuant to this subsection;

(2) Have ending cash reserves during the year of the transfer inincidental and teachers
funds combined equal to or greater than fifteen percent of expenditures,

(3) Decrease the interest cost of all remaining |ease-purchase payments by at least the
cost of refinancing plus ten percent;

(4) Make payments equal to or greater than the amount of the transfer for a
|ease-purchase obligation meeting an eligibility requirement of subsection 5 or 6 of thissection;

(5) Levy in the incidental and teachers funds a levy greater than two dollars and
seventy-five cents during the year of the transfer and each of the two previous years,

(6) Demonstrate compliance with the requirements of section 165.016 or have paid all
outstanding penaltiesto eligible staff for five consecutive years prior to the year of the transfer;
and

(7) Havean average salary for teachersin the district which equals or exceeds for three
consecutive years prior to the year of the transfer at least one of the following:

() The average saary for teachers statewide; or

(b) The average salary for teachersin its senatorial district.]
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165.012. 1. Each school district shall annually report to the department of
elementary and secondary education, within thirty days, thefollowingdistrict infor mation
as of December thirty-first of the current school year;

(1) The district’s unrestricted fund balance in the incidental fund and in the
teacher’sfund,

(2) Theamount of tax anticipation borrowed funds placed in the incidental fund
and in theteacher’sfund since the beginning of the school year; and

(3) Thenet amount of transfer from theincidental fund and teacher’sfund tothe
capital projectsfund and to the debt service fund since the beginning of the school year.

2. For the 2005-2006 school year, each school district shall also provide the same
information required under subsection 1 of thissection asof December 31, 2003, and as of
December 31, 2004.

3. The information reported under this section shall be included on the
department’ swebsite, for thecurrent school year and for each of the precedingfour school
yearsto the extent that such information wasrequired to bereported under subsections
1 and 2 of this section.

165.016. 1. A school district shall expend as a percentage of current operating cost, for
tuition, teacher retirement and compensation of certificated staff, a percentage that is for the
1994-95 and 1995-96 school years no less than three percentage points | ess than the base school
year certificated salary percentage and for the 1996-97 school year, no less than two percentage
points less than the base school year certificated salary percentage. A school district may
exclude transportation and school safety and security expenditures from the current operating
cost calculation of the base year and the year or years for which the compliance percentage is
calculated. The base school year certificated salary percentage shall be the two-year average
percentage of the 1991-92 and 1992-93 school years except as otherwise established by the state
board under subsection 4 of this section; except that, for any school district experiencing, over
aperiod of three consecutive years, an average yearly increase in average daily attendance of at
least three percent, the base school year certificated salary percentage may be the two-year
average percentage of the last two years of such period of three consecutive years, a the
discretion of the school district.

2. Beginning with the 1997-98 school year, a school district shall:

(1) Expend, asa percentage of current operating cost, as determined in subsection 1 of
this section, for tuition, teacher retirement and compensation of certificated staff, a percentage
that is no less than two percentage points less than the base school year certificated salary
percentage; or
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(2) For any year in which no payment of a penalty is required for the district under
subsection 6 of this section, have an unrestricted fund balance in the combined incidental and
teachers' funds on June thirtieth which is equal to or less than ten percent of the combined
expenditures for the year from those funds.

3. Beginning with the 1999-2000 school year:

(1) Asusedinthissubsection, "fiscal instructional ratio of efficiency” or "FIRE" means
the quotient of the sum of the district's current operating costs, [as defined in section 163.011,
RSMo,] which for this section shall mean all expenditures for instruction and support
services, excluding capital outlay and debt service expenditures less the revenue from
federal categorical sources, food service, student activities, and payments from other
districts, for al kindergarten through grade twelve direct instructional and direct pupil support
servicefunctions plusthe costs of improvement of instruction and the cost of purchased services
and supplies for operation of the facilities housing those programs, and excluding student
activities, divided by the sum of the district's current operating cost, as defined in this
subdivision, for kindergarten through grade twelve, plusall tuition revenuereceived from other
districts minus al noncapital transportation and school safety and security costs,

(2) A school district shall show compliance with thissection in school year 1998-99 and
thereafter by the method described in subsections 1 and 2 of this section, or by maintaining or
increasing itsfiscal instructional ratio of efficiency compared to its FIRE for the 1997-98 base
year.

4. (1) The state board of education may exempt a school district from the requirements
of this section upon receiving arequest for an exemption by aschool district. The request shall
show the reason or reasons for the noncompliance, and the exemption shall apply for only one
school year. Requestsfor exemptions under this subdivision may be resubmitted in succeeding
years.

(2) A school district may request of the state board aone-time, permanent revision of the
base school year certificated salary percentage. The request shall show the reason or reasonsfor
therevision.

5. Any school district requesting an exemption or revision under subsection 4 of this
section must notify the certified staff of the district in writing of the district's intent. Prior to
granting an exemption or revision, the state board shall consider comments from certified staff
of the district. The state board decision shall be final.

6. Any school district which is determined by the department to be in violation of the
requirements of subsection 1 or 2 of this section, or both, shall compensate the building-level
administrative staff and nonadministrative certificated staff during the year following the notice
of violation by an additional amount which is equal to one hundred ten percent of the amount



H.C.S.S.S. S.C.S. SB. 287 58

56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85

O 01Tk WN

necessary to bring the district into compliance with this section for the year of violation. Inany
year in which a penalty is paid, the district shall pay the penalty specified in this subsection in
addition to the amount required under this section for the current school year.

7. Any additional transfers from the teachers or incidental fund to the capital projects
fund beyond the transfers authorized by state law and state board policy in effect on January 1,
1996, shall be considered expenditures from the teachers' or incidental fund for the purpose of
determining compliance with the provisions of subsections 1, 2 and 3 of this section.

8. The provisions of this section shall not apply to any district [receiving state aid
pursuant to subsection 6 of section 163.031, RSMo, based on its 1992-93 payment amount per
eligible pupil, which is less than fifty percent of the statewide average payment amount per
eligible pupil paid during the previous year] wherein the local effort is greater than its
weighted average daily attendance multiplied by the state adequacy target multiplied by
the dollar value modifier under section 163.031, RSMo.

9. Theprovisions of subsections 1 to 8 of this section shall not apply to any district that
has unrestricted fund balances in the combined incidental and teacher funds on June [thirtieth]
30 of the preceding year which are equal to or less than seventeen percent of the combined
expenditure for the preceding year from these funds in any year in which state funds distributed
pursuant to subsections 1 and 2 of section 163.031, RSMo, [lines 1 to 10 plus line 14] are no
more than ninety-six percent of such state funds distributed in fiscal year 2002.

10. The provisions of subsections 1 to 8 of this section shall not apply to any district
which meets the following criteria:

(1) With ten percent or more of its assessed valuation that is owned by one person or
corporation as commercial or personal property who is delinquent in a property tax payment;

(2) Withunrestricted fund bal ancesin the combined incidental and teacher fundson June
[thirtieth] 30 of the preceding year which are equal to or less than one-half of thelocal property
tax revenue for the previous year; and

(3) In any year in which state funds distributed pursuant to subsections 1 and 2 of
section 163.031, RSMo, [lines 1 to 10 plusline 14] are no more than ninety-six percent of such
state funds distributed in fiscal year 2002.

11. Theprovisions of this section shall terminate on June 30, 2007.

165.121. 1. The school board of each seven-director district shall cause an audit
examination to be made at |east biennially of all financial, transportation and attendance records
of thedistricts. Such examination shall be madein accordance with generally accepted auditing
standards applicable in the circumstances, including such reviews and tests of the system of
internal check and control and of the books, records and other underlying data as are necessary
to enabl e the independent accountant performing the audit to come to an informed opinion asto
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the financial affairs (including attendance and transportation transactions) of the district. An
independent auditor who is not regularly engaged as an employee of the school board shall
perform the audit and make a written report of his findings.

2. Theboard shall supply each member thereof with acopy of the report and in addition
shall furnish one copy each to the state department of elementary and secondary education and
to the superintendent of schools of the county in which the district is located. The cost of the
audit and report shall be paid for out of the incidental fund of the district.

3. Thereport shall contain the following information:

(1) A statement of the scope of examination;

(2) Theauditor'sopinion asto whether the audit was made in accordance with generally
accepted auditing standards applicable in the circumstances;

(3) The auditor's opinion as to whether the financial statements included in the audit
report present fairly the results of the operations during the period audited;

(4) Theauditor'sopinion asto whether thefinancia statements accompanying the audit
report were prepared in accordance with generally accepted accounting principles applicable to
school districts;

(5) Thereason or reasons an opinion is not rendered with respect to items (3) and (4) in
the event the auditor is unable to express an opinion with respect thereto;

(6) The auditor's opinion as to whether the district's budgetary and disbursement
procedures conform to the requirements of chapter 67, RSMo;

(7) The auditor's opinion as to whether attendance and transportation records are so
maintained by the district as to disclose accurately average daily attendance and average daily
transportation of pupils during the period of the audit;

(8) Financial statementspresented in such form asto disclosethe operationsof each fund
of the school district and a statement of the operations of al funds.

4. The school board shall furnish the state department of elementary and secondary
education with its copy of the audit report not later than October thirty-first following the close
of the fiscal period covered by the audit unless, for good cause shown prior to such date, the
commissioner of education or some officer of the department of elementary and secondary
education designated by him for this purpose grants an extension of time, not to exceed sixty
additional days, for the filing of the report. In the event the report in the approved form is not
filed within the period or extension thereof, further state aid to the district shall thereafter be
withheld until the audit report has been received by the department of elementary and secondary
education.
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5. Within thirty days of the receipt of the audit report the school board shall cause a
summary of the report to be prepared which shall include, together with any other matter the
board deems appropriate, the following:

(1) A summary statement of fund balances and receipts and disbursements by major
classifications of each fund and all funds;

(2) A summary statement of the scope of the audit examination;

(3) Theauditor's opinion on the financial statements included in the audit report.

Immedi ately upon the compl etion of the summary, the school board shall causeit to be published
once in a newspaper within the county in which al or apart of the district islocated which has
genera circulation withinthedistrict or, if thereisnone, then the board shall cause the summary
to be posted in at least five public places within the district. The publication shall contain
information asto where the audit report isavailable for inspection and examination. The report
shall be kept available for such purposes thereafter.

6. Districtsreceivingstateaid asaresult of any additional aver agedaily attendance
gener ated by theweightingfactor sattributed to studentswith thechar acteristicsdescribed
in subdivisions (6), (9), and (16) of section 163.011, RSM o shall demonstrate that at least
fifty percent of the aid attributableto the weighting factor s was expended on instruction
or instructional support of studentswho qualify for theweighting factorsor on operating
expenses for the attendance center attended by such studentsin proportion to the total
per centage of such studentsin such attendance center.

166.275. 1. Any amount of the difference by whichthetotal amount appropriated by the
state to school districts, in accordance with ajudgment or order based on the equal protection
clause of the fourteenth amendment to the Constitution of the United States, for fiscal year 1999
isless than the amount appropriated for the same purposein fiscal year 1994 in addition to any
unexpended appropriation for the 1998 fiscal year that resultsin additional unobligated resources
for the state in fiscal year 1999 shall be transferred to the state school moneys fund and
distributed in the manner provided in section 163.031, RSMo.

2. If the total amount appropriated by the state to school districts, in accordance with a
judgment or order based on the equal protection clause of the fourteenth amendment to the
Constitution of the United States, for fiscal year 2000 or any subsequent fiscal year islessthan
the amount appropriated for the same purposein fiscal year 1999, any amount of the difference,
in addition to any unexpended appropriation for the prior fisca year that results in additional
unobligated resources for the state beginning in fiscal year 2000 shall be distributed asfollows:

(1) Up to the first seventy-five million dollars of such funds, or such lesser amount
determined by appropriation to be sufficient to fully fund [district entitlements pursuant to]
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subsections1and 2 of section 163.031, RSMo, [with aproration factor no lessthan one, of such
funds] shall be transferred to the state school moneys fund and distributed in the manner
provided in section 163.031, RSMo; and

(2) Beginningin fiscal year 2000, after distributing funds pursuant to subdivision (1) of
this subsection, the next twenty-five million dollars, or such lesser amount determined by
appropriation to be sufficient, of the remaining funds shall be transferred to fully fund increases
in appropriations for transportation categorical aid provided pursuant to [line 11 of subsection
6 of] section 163.031, RSMo, and any remainder of such twenty-five million dollars shall be
transferred to fund other categorical state aid provided pursuant to section 163.031, RSMo;
provided that, for school year 1999-2000 only, such increase in transportation funding may be
placed by districtsin their capital projectsfund and shall be placed as otherwise provided by law
in al other years; and

(3) After distributing funds pursuant to subdivisions (1) and (2) of this subsection, [the
next twenty-five million dollars] any remaining funds, or such amount determined by
appropriation to be sufficient to fully fund [district entitlements pursuant to] subsections 1 and
2 of section 163.031, RSMo, [with a proration factor no less than one, of such funds| shall be
transferred to the state school moneys fund and distributed in the manner provided in section
163.031, RSMo[; and

(4) After distributing funds pursuant to subdivisions (1), (2) and (3) of this subsection,
any remaining funds shall be transferred to fully fund categorical state aid provided pursuant to
section 163.031, RSMo, for transportation, vocational education, special education, gifted
education, remedial reading and implementation costs of assessments established pursuant to
section 160.526, RSMo].

167.126. 1. Children who are admitted to programs or facilities of the department of
mental health or whose domicile is one school district in Missouri but who reside in another
school district in Missouri as aresult of placement arranged by or approved by the department
of mental health, the department of social services or placement arranged by or ordered by a
court of competent jurisdiction shall have a right to be provided the educational services as
provided by law and shall not be denied admission to any appropriate regular public school or
special school district program or program operated by the state board of education, asthe case
may be, where the child actually resides because of such admission or placement; provided,
however, that nothing in this section shall prevent the department of mental health, the
department of social services or a court of competent jurisdiction from otherwise providing or
procuring educational services for such child.

2. Each school district or specia school district constituting the domicile of any child
for whom educational services are provided or procured under this section shall pay toward the
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per pupil costs for educational servicesfor such child. A school district which is not a special
school district shall pay an amount equal to the average sum produced per child by the local tax
effort of thedistrict of domicile. A specia school district shall pay an amount not to exceed the
average sum produced per child by the local tax efforts of the domiciliary districts.

3. When educational serviceshave been provided by the school district or special school
district in which a child actually resides, other than the district of domicile, the amounts as
provided in subsection 2 for which the domiciliary school district or special school district is
responsible shall be paid by such district directly to the serving district. The school district, or
special school district, asthe case may be, shall send awritten voucher for payment to theregular
or special district constituting the domicile of the child served and thedomiciliary school district
or specia school district receiving such voucher shall pay the district providing or procuring the
services an amount not to exceed the average sum produced per child by the local tax efforts of
thedomiciliary districts. Inthe event the responsibledistrict failsto pay the appropriate amount
to thedistrict within ninety days after avoucher is submitted, the state department of elementary
and secondary education shall deduct the appropriate amount due from the next payments of any
state financial aid due that district and shall pay the same to the appropriate district.

4. In cases where a child whose domicile is in one district is placed in programs or
facilities operated by the department of mental health or resides in another district pursuant to
assignment by that department or is placed by the department of social services or a court of
competent jurisdiction into any type of publicly contracted residentia site in Missouri, the
department of elementary and secondary education shall, as soon asfunds are appropriated, pay
the serving district from funds appropriated for that purpose the amount by which the per pupil
costs of the educational services exceeds the amounts received from the domiciliary district
except that any other state money received by the serving district by virtue of rendering such
service shall reduce the balance due.

5. Ingtitutions providing a place of residencefor children whose parents or guardians do
not reside in the district in which the institution is located shall have authority to enroll such
childrenin aprograminthedistrict or specia district in which theinstitutionislocated and such
enrollment shall be subject to the provisions of subsections 2 and 3 of this section. The
provisions of this subsection shall not apply to placement authorized pursuant to subsection 1
of this section or if the placement occurred for the sole purpose of enrollment in the district or
special district. "Institution” asused in this subsection meansafacility organized under thelaws
of Missouri for the purpose of providing care and treatment of juveniles.

6. Childrenresidingininstitutions providing aplace of residence for three or more such
children whose domicile isnot in the state of Missouri may be admitted to schools or programs
provided on a contractual basis between the school district, specia district or state department
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or agency and the proper department or agency, or persons in the state where domicile is
maintained. Such contractsshall not be permitted to place any financial burdenwhatsoever upon
the state of Missouri, its political subdivisions, school districts or taxpayers.

7. For purposes of this section thedomicile of the child shall bethe school district where
the child would have been educated if the child had not been placed in adifferent school district.
No provision of this section shall be construed to deny any child domiciled in Missouri
appropriate and necessary, gratuitous public services.

8. For the purpose of distributing state aid under section 163.031, RSMo, a child
receiving educational services provided by the district in which the child actually resides, other
than the district of domicile, shall be included [as an "eligible pupil"] in average daily
attendance, as defined under section 163.011, RSMo, of the district providing the educational
services for the child.

9. Each school district or special school district where the child actually resides, other
than the district of domicile, may receive payment from the department of elementary and
secondary education, in lieu of receiving thelocal tax effort from thedomiciliary school district.
Such paymentsfrom the department shall be subject to appropriation and shall only be made for
children that have been placed in a school other than the domiciliary school district by a state
agency or acourt of competent jurisdiction and from whom excess educational costs are billed
to the department of elementary and secondary education.

167.151. 1. The school board of any district, in its discretion, may admit to the school
pupils not entitled to free instruction and prescribe the tuition fee to be paid by them, except as
provided in sections 167.121 and 167.131.

2. Orphan children, children with only one parent living, and children whose parents do
not contribute to their support--if the children are between the ages of six and twenty years and
are unable to pay tuition--may attend the schools of any district in the state in which they have
a permanent or temporary home without paying atuition fee.

3. Any person who pays a school tax in any other district than that in which he resides
may send his children to any public school in the district in which thetax is paid and receive as
acredit onthe amount charged for tuition the amount of the school tax paid to thedistrict; except
that any person who owns real estate of which eighty acres or more are used for agricultural
purposes and upon which hisresidence is situated may send his children to public school in any
school district in which a part of such real estate, contiguous to that upon which his residence
issituated, liesand shall not be charged tuition therefor; so long asthirty-five percent of thereal
estate is located in the school district of choice. The school district of choice shall count the
children [as eligible pupils] in its aver age daily attendance for the purpose of distribution of
state aid through the foundation formula.
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4. Any owner of agricultural land who, pursuant to subsection 3 of this section, hasthe
option of sending his children to the public schools of more than one district shall exercise such
option asprovided in thissubsection. Such person shall send written noticeto all school districts
involved specifying to which school district his children will attend by June [thirtieth] 30 in
which such a school year begins. If notification is not received, such children shall attend the
school inwhich the mgjority of hisproperty lies. Such person shall not send any of his children
to the public schools of any district other than the oneto which he has sent notice pursuant to this
subsection in that school year or in which the majority of his property lieswithout paying tuition
to such school district.

5. If apupil is attending school in a district other than the district of residence and the
pupil's parent is teaching in the school district or is aregular employee of the school district
which the pupil is attending, then the district in which the pupil attends school shall allow the
pupil to attend school upon payment of tuition in the same manner in which the district allows
other pupilsnot entitled to freeinstruction to attend school inthedistrict. The provisionsof this
subsection shall apply only to pupils attending school in a district which has an enroliment in
excess of thirteen thousand pupilsand not in excess of fifteen thousand pupilsand which district
islocated in acounty of the first classification with a charter form of government which has a
populationin excessof six hundred thousand personsand not in excessof nine hundred thousand
persons.

167.229. 1. Thedepartment of elementary and secondary education shall establish
a "Model School Wellness Program”, and any moneys appropriated by the general
assembly for this program shall be used by selected school districts to establish
school-based pilot programsthat focuson encour aging studentsto establish and maintain
healthy lifestyles. The moneys appropriated shall be from the Child Nutrition and WIC
Reauthorization federal grant money. These programs shall include tobacco prevention
education and the promotion of balanced dietary patternsand physical activity to prevent
becoming overweight or obese, and discussion of serious and chronic medical conditions
that are associated with being overweight. The content of these programs shall address
state and national standardsand guidelinesestablished by the No Child L eft Behind Act,
theHealthy People2010L eading Health I ndicator sascompiled by theNational Center for
Health Statistics, and the Produce for Better Health Foundation's" 5 A Day, The Color
Way" program.

2. School districtsmay apply for one-year grantsfor school year 2005-06 under this
section. Thedepartment shall establish selection criteriaand methodsfor distribution of
fundsto school districtsapplying for such funds. The department shall promulgaterules
to implement the provisions of this section.
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3. A school district that receives a grant under this section shall use the fundsto
plan and implement the program in a diver se sampling of schoolsin each district. The
programs shall address students academic success as well as health concerns, and
encour age links between the school and home settingsto promote active healthy lifestyles
acrossthe students learning environments. Thetobacco prevention initiative shall focus
on gradesfour and fiveto target students beforethey transition into middle grades. The
obesity prevention programs will cover sequential wellness education across grades
kindergarten through fifth grades. These programsshall:

(&) Bemultidisciplinary, addressing academic standards in language arts, math,
and health;

(b) Provide multimedia resour cesthat engage the students;

(c) Be evidence-based showing successful implementation including positive
changes in desired outcomes, such as changes in body mass index or attitudes towards
tobacco usg;

(d) Beabletobeintegrated in to the core classroom at the elementary level; and

(e) Besustainableand provide open web-based resour cesto teacher sand students
across Missouri.

4. Hands-on professional development opportunities shall be provided in local
districtsfor the teachers who will be implementing the program. Ongoing support shall
be provided to the teachers and schools during the pilot period.

5. Following the completion of the 2005-2006 school year, the department shall
evaluate the effectiveness of the model school wellness program in increasing knowledge,
changing body mass index, improving attitudes and behaviors of students related to
nutrition, physical activity, or tobacco use.

6. Any ruleor portion of arule, asthat term isdefined in section 536.010, RSM o,
that iscreated under the authority delegated in this section shall become effective only if
it complies with and is subject to all of the provisions of chapter 536, RSMo, and, if
applicable, section 536.028, RSM o. Thissection and chapter 536, RSM o, arenonsever able
and if any of the power svested with thegener al assembly pur suant to chapter 536, RSMo,
to review, to delay the effective date, or to disapprove and annul a rule are subsequently
held unconstitutional, then the grant of rulemaking authority and any rule proposed or
adopted after August 28, 2005, shall beinvalid and void.

7. Pursuant to section 23.253, RSMo, of the Missouri Sunset Act:

(1) The provisions of the new program authorized under section 167.229 shall
automatically sunset six year safter theeffectivedateof section 167.229 unlessreauthorized
by an act of the general assembly; and
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(2) 1f such programisreauthorized, theprogram authorized under section 167.229
shall automatically sunset twelve years after the effective date of the reauthorization of
section 167.229; and

(3) Section 167.229 shall terminate on September first of the calendar year
immediately following the calendar year in which the program authorized under section
167.229 is sunset.

8. Thissection shall become effective August 28, 2005.

167.332. 1. Thedepartment of elementary and secondary education shall evaluate each
alternative education plan and assess the needs of each area vocational learning center. Each
area vocational learning center shall submit annually to the department of elementary and
secondary education a detailed instruction plan for the implementation and continuation of the
arealearning center. For the purposes of receiving state aid pursuant to section 163.031, RSMo,
the resident district shall count students who qualify under sections 167.320 to 167.332. A
student shall be counted for the period of time he attends the arealearning center to amaximum
of six hours per day, even if the hours of attendance are not within the schedule of the resident
district. [All funds transmitted to the resident district under section 148.360, RSMo, section
149.015, RSMo, and sections 163.031 and 163.087, RSMo, for the portion of time the student
attends the area learning center, shall be transferred by the resident district to the arealearning
center.] Additional state and federal funds appropriated by the general assembly shall be
awarded to the area learning centers as determined by the department of elementary and
secondary education based upon each area learning center's needs and on the level of the
appropriation.

2. Updated instructional plans and year-end student reports shall be required annually
from the area vocational learning centers and shall be a condition for additional funding. New
areavocational learning centers shall be funded on a priority basis determined by the potential
to be served and the community demand.

168.110. The board of education of a school district may modify an indefinite contract
annually on or before the fifteenth day of May in the following particulars:

(1) Determination of the date of beginning and length of the next school year;

(2) Fixingtheamount of annual compensation for thefollowing school year as provided
by the salary schedule adopted by the board of education applicable to al teachers. Districts
may provide a salary that includes hiring incentives or salary schedule modifications,
which may include but are not limited to credit for all prior years of service in another
district, toattract and retain teacher sbased upon demonstrated need for teacher scertified
in shortageareas. Districtsmay also provide such incentivesor schedule modificationsto
attract and retain teacher swith qualities, experience, or credentialsthat areexceptionally
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well suited to a district's needs for academic improvement. In exchange for such
incentives, teachers may be required to teach in the district offering the incentive for a
period of up to three school years. Districts shall have the decision-making authority on
whether to providesuch incentivesand modificationswithin thelimitsof thissection. The
modifications shall be effective at the beginning of the next school year. All teachers affected
by the modification shall befurnished written copiesof the modificationswithin thirty daysafter
their adoption by the board of education.

168.126. 1. A board of education at aregular or special meeting may contract with and
employ by amajority vote legally qualified probationary teachers for the school district. The
contract shall be made by order of the board; shall specify the number of months school isto be
taught and the wages per month to be paid; shall be signed by the probationary teacher and the
president of the board, or afacsimile signature of the president may be affixed at his discretion;
and the contract shall be attested by the secretary of the board by signature or facsimile.
Districts may provide a salary that includes hiring incentives or salary schedule
modifications, which may includebut arenot limited to credit for all prior year sof service
in another district, to attract and retain teachers based upon demonstrated need for
teacherscertified in shortageareas. Districtsmay also providesuch incentivesor schedule
modificationsto attract and retain teacherswith qualities, experience, or credentialsthat
areexceptionally well suited toadistrict'sneedsfor academicimprovement. In exchange
for such incentives, teachersmay berequired toteach in thedistrict offering theincentive
for aperiod of up tothreeschool years. Districtsshall havethedecision-makingauthority
on whether to provide such incentives and modifications within the limits of this section.
The board shall not employ one of its members as ateacher; nor shall any person be employed
asateacher whoisrelated within thefourth degreeto any board member, either by consanguinity
or affinity, where the vote of the board member is necessary to the selection of the person.

2. If inthe opinion of the board of education any probationary teacher has been doing
unsatisfactory work, the board of education, through itsauthorized administrative representative,
shall provide the teacher with a written statement definitely setting forth his alleged
incompetency and specifying the nature thereof, in order to furnish the teacher an opportunity
to correct hisfault and overcome hisincompetency. If improvement satisfactory to the board of
education has not been made within ninety days of the receipt of the notification, the board of
education may terminate the employment of the probationary teacher immediately or at the end
of the school year. Any motion to terminate the employment of a probationary teacher shall
include only one person and must be approved by a majority of the members of the board of
education. A tievotethereon constitutestermination. On or beforethefifteenth day of April in
each school year, the board of education shall notify in writing a probationary teacher who will
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not be retained by the school district of the termination of his employment. Upon request, the
notice shall contain a concise statement of the reason or reasons the employment of the
probationary teacher is being terminated. If the reason for the termination is due to a decrease
in pupil enrollment, school district reorganization, or the financial condition of the school
district, then the district shall in all casesissue notice to the teacher expressly declaring such as
the reason for such termination. Nothing contained in this section shall give riseto a cause of
action not currently cognizant at law by a probationary teacher for any reason given in said
writing so long asthe board issuestheletter in good faith without malice, but an action for actual
damages may be maintained by any person for the deprivation of aright conferred by this act.

3. Any probationary teacher who is not notified of the termination of his employment
shall be deemed to have been appointed for the next school year, under the terms of the contract
for the preceding year. A probationary teacher who is informed of reemployment by written
notice shall be tendered a contract on or before the fifteenth day of May, and shall within fifteen
days thereafter present to the employing board of education awritten acceptance or rejection of
the employment tendered, and failure of such teachersto present the acceptancewithin suchtime
constitutes a rejection of the board's offer. A contract between a probationary teacher and a
board of education may be terminated or modified at any time by the mutual consent of the
parties thereto.

168.281. 1. After completion of satisfactory probationary service, appointments of
employees shall become permanent subject to removal for any one or more causes herein
described as well as to the right of the board to terminate services of all who attain the age of
compulsory retirement fixed by the retirement system.

2. (1) No employee whose appointment has become permanent may be removed, aside
from compul sory retirement, except for oneor moreof thefollowing causes: Immorality, felony
conviction of a crime under any state or federal criminal statute, inefficiency or
incompetency in line of duty, violation of the published regulations of the school district,
violation of the laws of Missouri governing the public schools of the state, or that his physical
or mental condition issuch that it incapacitates him from properly performing hisdutiesor from
properly associating with children, and then only after the personnel director has given written
notice to the employee, by registered mail with return receipt of his suspension and proposed
discharge. Theregistered letter isto notify the employee:

(a) Of the charges on which the suspension and proposed discharge is based,;

(b) Of thedate, time, and place of the hearing of the charges by the personnel committee;

(c) Of the employee's right to be present at the hearing and to have counsel or other
representative of his choice;
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(d) Of hisright to testify and to offer testimony of witnesses as well as other evidence
sustaining his defense, and to cross-examine adverse witnesses and to generally conduct a
defenseg;

(e) And of the necessity, in order for him to avail himself of the aforesaid opportunity
to defend himself against the charges, that he notify the personnel director in writing, at least
three days before the date of the hearing, of hisintention to offer the defense.

(2) The hearing of the committee is to be held not less than ten nor more than fifteen
days after the mailing date of the notice of hearing to the employee, except by mutual agreement
of the committee and the employee. Failure of the employee to give the three days noticein
writing of his election to defend, or having given the notice, failure of the employee to appear
at the hearing, shall each be considered by the committee as an admission of the truth of the
charges and the committee may rule accordingly. Thecommittee may, initsdiscretion, to avoid
undue hardship, and upon a sufficient showing by the employee of valid and cogent reasons for
hisfailureto notify the committee of hiselection to defend, or of hissubsequent failureto appear
at the hearing, reset the hearing in the same manner as before.

(3) Upon conducting the hearing of the charges, or if no defense is offered, upon
considering the charges, the personnel committee by majority vote shall make its decision as
soon as practicable and shall immediately thereafter notify the employee of its decision by
registered mail. The committee may rule

(a) That the employee's suspension was justified and that he is discharged with loss of
pay as of the date of his suspension;

(b) That the suspension was unjustified and no grounds calling for his discharge have
been proven and that the employee shall immediately be restored to hisformer position without
any loss of pay;

(c) That the proven charges are of such a nature that they can be removed or remedied
by transferring the employee to a different position, grade, classification, school or buildingin
which case the employee shall lose no pay during his suspension prior to the committee's
decision;

(d) Or the committee may make any ruling, less severethan that of discharge, which the
committee may deem meet and just under the circumstances including suspension with the loss
of pay. Thedecision of the personnel committee shall befinal; provided, however, that upon the
request of the employee affected the board shall review the record of the proceedings before the
personnel committee and may, in its discretion, grant the employee a hearing before the board.
Upon hearing the board may affirm, rescind or modify the decision of the committee and make
any other ordersin connection therewith that are appropriate under the circumstances.
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3. No employee whose appointment has become permanent shall be suspended without
pay, nor be demoted nor shall his salary be reduced unless the same procedure is followed as
herein stated for the removal of the employee because of inefficiency in line of duty, and any
employee whose salary is reduced or who is demoted may waive the presentment of charges
against him and a hearing thereon by the committee. Nothing herein shall in any way restrict or
limit the powers of the board of education to make reductions in the number of employees
because of insufficient funds or decrease in pupil enrollment or lack of work.

168.515. 1. Each teacher selected to participate in a career plan established under
sections 168.500 to 168.515, who meets the requirements of such plan, shall receive a salary
supplement, the state's share of which shall be distributed under section 163.031, RSMo, equal
to the following amounts applied to the career ladder entitlement [of line 15 of subsection 6] of
section 163.031, RSMo:

(1) Career stage | teachers may receive up to an additiona one thousand five hundred
dollars per school year;

(2) Career stage Il teachers may receive up to an additional three thousand dollars per
school year;

(3) Career stage Il teachers may receive up to an additional five thousand dollars per
school year.

All teachers within each stage within the same school district shall receive equal salary
supplements.

2. Thestate shall make payments pursuant to section 163.031, RSMo, to thelocal school
district for the purpose of reimbursing the local school district for the payment of any salary
supplements provided for in this section, subject to theavailability of funds as appropriated each
year and distributed on a variable match formula which shall be based on [equalized] assessed
valuation of the district for the second preceding school year. [A district's equalized assessed
valuation shall bemultiplied by thedistrict incomefactor defined in section 163.011, RSMo, and
shall be known as the adjusted equalized assessed valuation.]

3. Indistributing these matching funds, school districts shall be ranked by the [adjusted
equalized] assessed valuation for the second preceding school year per [eligible pupil] weighted
aver age daily attendance from the highest to the lowest and divided into three groups. Group
one shall contain the highest twenty-five percent of all public school districts, groups two and
three combined shall contain the remaining seventy-five percent of al public school districts.
The districts in groups two and three shall be rank-ordered from largest to smallest based on
enrollment as of the last Wednesday in September during the second preceding school year,
group two shall contain twenty-five percent of al public school districts that are larger on the
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enrollment-based rank-ordered list and group three shall contain the remaining fifty percent of

all public school districts. Pursuant to subsection 4 of this section, districts in group one shall

receive forty percent state funding and shall contribute sixty percent local funding, group two

shall receivefifty percent state funding and shall contributefifty percent local funding and group

three shall receive sixty percent state funding and shall contribute forty percent local funding.
4. Theincremental groups are as follows:

Percentage Percentage Percentage

Group of Districts of State Funding of Local Funding
1 25% 40% 60%
2 25% 50% 50%
3 50% 60% 40%

5. Beginning in the 1996-97 school year, any school district in any group which
participated in the career ladder program in 1995-96 and paid less than the local funding
percentage required by subsection 4 of this section shall increaseitslocal share of career ladder
costs by five percentage points from the preceding year until the district pays the percentage
share of cost required by subsection 4 of this section, and in no case shall the local funding

percentage be increased by a greater amount for any year. For any district, the state payment
shall not exceed the local payment times the state percentage share divided by the local
percentage share. Any district not participating in the 1995-96 school year or any district which
interrupts its career ladder program for any subsequent year shall enter the program on the
cost-sharing basis required by subsection 4 of this section.

6. Not less than every fourth year, beginning with calendar year 1988, the general
assembly, through the joint committee established under section 160.254, RSMo, shall review
the amount of the career pay provided for in this section to determine if any increases are
necessary to reflect the increases in the cost of living which have occurred since the salary
supplements were last reviewed or set.

7. To participate in the salary supplement program established under this section, a
school district may submit to the voters of the district a proposition to increase taxes for this
purpose. If a school district's current tax rate ceiling is at or above the rate from which an
increase would require atwo-thirds majority, the school board may submit to the voters of the
district a proposition to reduce or eliminate the amount of the levy reduction resulting from
section 164.013, RSMo. If a mgority of the voters voting thereon vote in favor of the
proposition, the board may certify that seventy-five percent of the revenue generated from this
source shall be used to implement the salary supplement program established under this section.
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8. Inno case shall aschool district use state funds received under this section nor local
revenue generated from atax established under subsection 7 of this section to comply with the
minimum salary requirements for teachers established pursuant to section 163.172, RSMo.

9. Beginning in the 1996-97 school year, for any teacher who participated in the career
program in the 1995-96 school year, continues to participate in the program thereafter, and
remains qualified to receive career pay pursuant to section 168.510, the state's share of the
teacher's salary supplement shall continue to be the percentage paid by the state in the 1995-96
school year, notwithstanding any provisions of subsection 4 of this section to the contrary, and
the state shall continueto pay such percentage of the teacher's salary supplement until any of the
following occurs:

(1) Theteacher ceases hisor her participation in the program; or

(2) Theteacher suspendshisor her participationinthe programfor any school year after
the 1995-96 school year. If the teacher later resumes participation in the program, the state
funding shall be subject to the provisions of subsection 4 of this section.

170.051. 1. Asusedinthissection, theterm "textbook™ meansworkbooks, manuals, or
other books, whether bound or inloose-leaf form, intended for use asaprincipal source of study
material for agiven class or group of students, a copy of which is expected to be available for
the individual use of each pupil in such class or group.

2. Each public school board shall purchase and loan free all textbooks for al children
who are enrolled in grades kindergarten through twelve in the public schools of the district, and
may purchase textbooks and instructional materials for prekindergarten students.

3. Only textbooks which are filed with the state board of education pursuant to section
170.061 shall be purchased and loaned under this section. No textbooks shall be purchased or
loaned under this section to be used in any form of religious instruction or worship.

4. Each school board shall purchase[from thefreetextbook fund, or] from theincidental
fund of the district [if the free textbook fund is insufficient,] all the new or used textbooks for
all the pupilsin all grades and preschool programs of the public schools of the district. The
board may also expend [either textbook fund moneys or] incidental fund moneys to provide
supplementary texts, library and reference books, contractual educational television services, and
any other instructional suppliesfor all the pupilsof the public schoolsof thedistrict. [The board
may, initsdiscretion, expend textbook fund moneysto provide any other instructional materials
and supplies for the pupils of the public schools of the district.] All books purchased from
district funds are the property of the district but shall be furnished, under rules and regulations
prescribed by the school board, to the pupils without charge, except for abuse or willful
destruction.
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170.055. [1. When the money apportioned under the provisions of section 148.360,
RSMo, isreceived by the treasurers of the various school districtsit shall be placed to the credit
of the free textbook fund of the district.

2.] No school board shall pay ahigher price for books than is paid by any other school
district in this state, or in any other state purchasing textbooks in the open market. No contract
for books for a period of more than five years shall be made by any school district under the
provisions of thislaw. Any owner, agent, solicitor or publisher of textbookswho shall offer for
saleinthisstateor sell to any board of directorsor board of education textbooks at a higher price
than herein specified shall be guilty of a misdemeanor and shall upon conviction thereof be
punished by afine of not less than five hundred dollars and not more than ten thousand dollars
for each offense.

171.121. If any district in this state has an average daily attendance of less than fifteen
pupilsas shown by therecordsof thelast previous school year, the state board of education, after
investigation that convincesit that it would beto the best interests of all concerned, shall require
the board to provide for the tuition and transportation of the pupils of the district to other public
schools. Separate records of the attendance of pupils from the closed district shall be kept and
thedistrict shall receivethe same apportionment under [ subsection 1 of] section 163.031, RSMo,
as it would have received otherwise. For the first year after the closing of a district,
apportionment shall be made under [subsection 3 of] section 163.031, RSMo, to the closed
district on the basis of the average daily attendance of the preceding year and shall be paid by the
closed district to the districts receiving its pupilsin proportion to the number of pupilsreceived
by each.

178.296. 1. The school districts, except school districts which are part of a special
school district, and special school districts in which county- or court-operated facilities for the
care and protection of juveniles are located shall provide appropriate educational programs for
those juveniles of school age who have not been graduated from the twelfth grade and who are
placed in such facilities.

2. School districtsand special school districts providing educational programs pursuant
to subsection 1 shall be entitled to receive, for nonhandicapped children, the aid provided in
section 163.031, RSMo, [and in addition special aid calculated in accordance with subsection
1 of section 162.975, RSMo, for classes approved by the department of elementary and
secondary education]. Aid for programs for handicapped and severely handicapped children
shall be alocated as provided by law. No school district or special school district providing
educational programs pursuant to subsection 1 shall be required to expend on such programs
funds in excess of those received by the district under the provisions of sections 178.295 to
178.298.
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360.106. 1. Asusedinthissection and sections360.111to 360.118, thefollowingterms
mean:

(1) "Funding agreement", any loan agreement, financing agreement or other agreement
between the authority and a participating district under this section, providing for the use of
proceeds of, security for, and the repayment of, school district bonds, and shall include a
complete waiver by the participating district of all powers, rights and privileges conferred upon
the participating district to institute any action authorized by any act of the Congress of the
United States relating to bankruptcy on the part of the participating district;

(2) "Participating district", with respect to a particular issue of bonds, notes or other
financial obligations, any school district and any public community junior college in this state
which voluntarily enters into a funding agreement with the authority pursuant to this section;

(3) "School district bonds’, any bonds, notes or other obligationsissued by the authority
for the purpose of making loans to, purchasing the bonds or notes of or otherwise by agreement
using or providing for the use of the proceeds of the obligations by a participating district under
this section and all related costs of issuance of the obligations including, but not limited to, all
costs, charges, fees and expenses of underwriters, financial advisors, attorneys, consultants,
accountants and of the authority.

2. In addition to other powers granted to the authority by sections 360.010 to 360.140,
the authority shall have the power to issue school district bonds or notes for the purpose of
making loans to, or purchasing the bonds, notes or other financial instruments of:

(1) Any school district or any public community junior college in this state for the use
of the various funds of such school district or public community junior college for any lawful
purpose; and

(2) Any school district in this state with respect to obligations issued by such school
district pursuant to sections 164.121 to 164.301, RSMo, or otherwise by law.

3. In connection with the issuance of school district bonds pursuant to the powers
granted in this section, the authority shall have all powers as set forth elsewhere in sections
360.010to 360.140, and the provisions of sections 360.010 to 360.140 shall be applicableto the
issuance of school district bondsto the extent that they are not inconsistent with the provisions
of this section.

4. School district bonds issued pursuant to this section may be secured by a pledge of
payments made to the authority by the participating district, by the bonds or notes of the
participating district, or by a pooling of such payments, bonds or notes of two or more of such
participating districts or as otherwise set forth in the funding agreements.

5. Theauthority may invest any fundsheld pursuant to powersgranted under thissection,
which arenot required for immediate disbursement, in any investment approved by the authority
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and specifiedinthetrust indenture or resol ution pursuant to which such bonds or notesareissued
without regard to any limitation otherwise imposed by section 360.120 or otherwise by law;
provided, however, that each participating district shall receivethe earnings, or acredit for such
earnings, to the extent any such amounts invested are attributable to a particular participating
district.

6. (1) Inconnectionwith school district bonds, upon certification by the authority to the
commissioner of education and the state treasurer that the funding agreement provides for
consent by a participating district for direct deposit of its state payments to the trustee, the state
treasurer shall transfer, but only out of funds described in this section, directly to the trustee for
such school district bonds, the amounts needed to pay the principal and interest when due on the
school district bonds attributable to a particular participating district. Such transfers for any
school district bonds attributable to a particular participating district shall only be made out of,
and to the extent of, the state payments and distributions from all funds to be made by the state
to such participating district pursuant to sections 163.011 to 163.195, RSMo[, and the
distributions from the fair share fund to be made by the state to such participating district
pursuant to section 149.015, RSMo]. Any such transfer by the state on behalf of a participating
district shall discharge the state's obligation to make such state payments to such participating
district to the extent of such transfer;

(2) A participating district shall withdraw amounts from any of its funds established
pursuant to section 165.011, RSMo, to the extent such amounts could have been used to make
the payments made on its behalf by the state treasurer as provided in subdivision (1) of this
subsection. Notwithstanding any provisions of section 108.180, RSMo, to the contrary, such
amounts shall be deposited into the participating district'sfunds as provided by law in lieu of the
state payments transferred to the trustee under the funding agreement;

(3) Theauthority shall from time to time develop guidelines containing certain criteria
with respect to participating school districts and with respect to the issuance of school district
bonds;

(4) Transfers made under this subsection pursuant to a school district's participation in
afunding agreement under this section shall be made at no cost to the school district.

7. The authority shall provide for the payment of costs of issuance, costs of credit
enhancement and any other costsor feesrelated to theissuance of any school district bondsother
than reserve funds, out of the proceeds thereof or out of amounts distributed annually to the
authority pursuant to sections 160.534 and 164.303, RSMo. Theauthority shall annually submit
arequest for funding of such costs to the commissioner of education in such form and at such
time as he may request. A copy of such request shall be forwarded to the commissioner of
administration. The authority shall provide for the payment of costs pursuant to this subsection
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only for bondsissued for the purpose of financing construction or renovation projects approved
by voters after January 1, 1995, or refinancing construction or renovation projects or for
refinance of lease purchase obligations with general obligation bonds.

8. Any refunding or refinancing of existing bonds of a school district under this section
shall have anet present value savings of at least one and one-half percent of the par amount of
the refunded bonds.

9. The commissioner of education shall serve as an ex officio, nonvoting, advisory
member of the authority solely with regard to the exercise of powers granted pursuant to this
section.

10. Nothing in this section or sections 360.111 to 360.118 shall be construed to relieve
aschool district or public community junior college of itsobligation to levy adebt service levy
or capital projects levy sufficient to retire any obligation of the district or college as otherwise
provided by law.

11. Any professional services provided in connection with the sale of such bonds
pursuant to this section, including, but not limited to, underwriters, bond counsel, underwriters
counsel, trustee and financial advisors, shall be obtained through competitive bidding. The
initial bid for professional services shall be for a period of not longer than two years, and
thereafter such bids shall be awarded for a period not longer than one year.

12. The authority shall review the cost effectiveness of the program established under
this section and sections 360.111 to 360.118 and shall, on or before the fifteenth of August of
each year, provide areport to the general assembly which shall contain areport on the program,
the authority's findings and a recommendation of whether this section should be repealed,
strengthened or otherwise amended.

Section 1. 1. Thejoint committee on tax policy, as established in section 21.810,
RSMo, shall review and analyze the local property tax assessment practices of this state.
Thecommitteeshall makerecommendationstothegeneral assembly regardingitsfindings
with regard tothe state’ sassessment practices. Thecommitteeshall submit apreliminary
report to the general assembly by January 1, 2006, and a final report by June 30, 2006.

2. The committee shall report to the state tax commission any counties which it
considersto beunderassessed. The statetax commission shall adjust local assessmentsto
ensurethat all counties are accurately assessed, as provided by statute.

3. If aschool district isdetermined to be utilizing assessed valuationsin the base
year for sections 163.011 and 163.031, RSMo, that are underassessed for purposes of this
formula calculation, when the state adequacy target calculated under subsection (18) of
section 163.031, RSMo, is recalculated, the district local effort calculation for school
districtsthat wer eunder assessed shall becorrected toutilizethecorr ect assessed valuation;
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14 provided, however, that no school district shall receive less state aid per pupil than in

15 school year 2006-2007.

[160.264. 1. The"Incentivesfor School Excellence Program™ is hereby
established to promote and encourage all local school district initiatives for
excellencein education, and shall commence with the 1986-87 school year. The
incentivesfor school excellence program isamatching fund program of variable
match rates.

2. The general assembly shall make an annual appropriation to the
excellence in education fund established under section 160.268 for the purpose
of providing the state's portion for the incentivesfor school excellence program.

3. Thereis hereby established within the department of elementary and
secondary education, an advisory committee which shall be composed of
twenty-one members to be appointed by the state board of education on the
recommendation of the commissioner of education. This advisory committee
shall make recommendations to the department regarding the incentives for
school excellence program. The advisory committee shall also collect
information on local school initiatives that promote excellences and shall
disseminateinformation regarding such initiatives and theincentives program to
all school districts.

4. The state board of education, on the recommendation of the
commissioner of education, shall establish eligibility guidelinesfor participation
by a district, a school, a group of teachers, or an individual teacher, in the
incentive for school excellence program, and such pro rata provisions as are
necessary. Copies of the guidelines established under this subsection shall be
provided to al school districtsin this state.

5. Program topics suitable for obtaining matching funds under the
incentives for school excellence program, which matching funds may include
in-kind donations, may include, but shall not be limited to, the following school
improvement activities:

(1) Teacher aidesto assist in classroomsin grades K-3;

(2) Business/education partnerships,

(3) Extended contracts for teachers and administrators;

(4) School improvement councils;

(5) Improved attendance plans,

(6) School volunteer projects;

(7) Parent participation programs;

(8) Instructional improvement projects,

(9) Writing programs;

(10) Higher technology projects;

(11) Advanced placement programs;

(12) Opportunity classesfor children who areat risk in reading and math
ingrades, 2, and 3. All districtsare eligible to participate in the incentives for
the school excellence program.
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6. The commissioner of education shall cause guidelinesto be devel oped
by the department of elementary and secondary education which shall include,
but shall not belimited to, information concerning the application proceduresfor
school districts desiring to participate in the incentives for school excellence
program.

7. Thestate board of education, with recommendation from the advisory
committee, shall determine the district-revenue match needed to qualify for a
state-revenue match under the incentives for school excellence program. The
board shall recognize a school district's ability to raise the necessary matching
funds to participate in the program established under this section.

8. Local school districts may use available revenues from any existing
fund or source, except the teachers fund, including gifts, grants, and bequests
from federal, private, or other sources made available for the purpose of the
incentives for school excellence program. Other provisions of this section
notwithstanding, revenues in the teachers fund may only be used for programs
which relate to teachers salaries. Inno case shall alocal school district use asits
matching funds to participate in this program any state aid provided pursuant to
sections 163.031 and 163.172, RSMo, or sections 168.500 to 168.520, RSMo.

9. Thestate board of education, at itsdiscretion, may designate aportion
of the appropriation for the incentives for school excellence program as a
match-free incentive to be awarded to a school, a group of teachers, or an
individual teacher to implement exemplary and innovative programs designed to
improve instruction. Such match-free incentives shall be awarded to school
districtsfor the benefit of the school, agroup of teachers, or an individual teacher
on a competitive grant basis according to criteria established by the state board
of education with advice of the advisory committee.

10. Participationintheincentivesfor school excellenceprogram requires
the school district, school, teachers or teacher receiving the funds from the
program to provide, upon request, such data as the department of elementary and
secondary education deems necessary.]

[160.531. 1. Beginning with fiscal year 2005 and for all fiscal years
thereafter, an amount, as specified in subsection 2 of this section, of the
appropriation to the department of elementary and secondary education otherwise
distributed to the public school s of the state pursuant to the provisions of section
163.031, RSMo, shall be distributed by the department of elementary and
secondary education to establish and fund family literacy programs in school
attendance centersdecl ared academically deficient by the state board of education
as authorized by section 160.538 or school districts declared unaccredited or
provisionally accredited by the state board of education pursuant to section
161.092, RSMo.

2. The amount to be distributed by the department of elementary and
secondary education to establish and fund family literacy programs pursuant to
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subsection 1 of this section shall be one and one-half percent of thetotal line 14
distribution.

3. The department of elementary and secondary education shall
promulgate rules for the distribution of family literacy funds.

4. No rule or portion of arule promulgated pursuant to the authority of
this section shall become effective unless it has been promulgated pursuant to
chapter 536, RSMo.]

[160.550. 1. There is hereby authorized a program, subject to
appropriation, for the 1995, 1996, and 1997 fiscal years to provide incentive
payments to school districts to reduce pupil/teacher ratios and promote student
achievement in grades kindergarten to three. In providing incentive payments
authorized by this section, the state board of education, by rule and regulation,
shall take into account the instructional methods that school districts use to
qualify for theincentive payment. The state board of education shall promulgate
any rules it deems necessary to effectively implement the provisions of this
section. Any school district which achieves a pupil/teacher ratio of twenty-five
to one or lower in any grades kindergarten to three shall be eligible for incentive
payments pursuant to this section.

2. For the purposes of thissection, theterm"teacher" meansacertificated
teacher licensed to teach in Missouri, who is a regular classroom teacher in a
regular instructional program. Theterm shall not include aides, administrators,
or teachers with temporary certificates.

3. School districtsshall beeligiblefor incentive paymentsonly wherethe
district can substantiate according to rules and regulations of the state board of
education that the pupil/teacher ratio in the grade levels not affected by the
program authorized by this section did not increase in order to meet the
requirements for the incentive payment. Further, by rule and regulation of the
state board of education, criteriashall be established to disqualify school districts
from receiving incentive payments outlined in this section if such qualification
is due to enrollment decreases in the district that have occurred in grades
kindergarten to three.

4. Nothinginthissection shall be construed to precludetheteaching staff
within a school from grouping pupils in aternative ways for instruction,
including, but not limited to, team teaching, class-within-a-class, cooperative
learning, and ungraded approaches to teaching; provided, however, that such
aternativeinstructional groupingsare not used in gradelevel snot affected by the
program outlined in this section in order to meet the criteria to qualify for
recelving incentive payments for the reduction in class size in grades
kindergarten to three.

5. Noruleor portion of arule promulgated under the authority of sections
160.500 to 160.538, sections 160.545 and 160.550, sections 161.099 and
161.610, RSMo, sections 162.203 and 162.1010, RSMo, section 163.023, RSMo,
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sections 166.275 and 166.300, RSM o, section 170.254, RSMo, section 173.750,
RSMo, and sections 178.585 and 178.698, RSM 0, shall become effective unless
it has been promulgated pursuant to the provisions of section 536.024, RSMo.]

[162.792. In addition to any other funds provided by law, the Missouri
School for the Blind in St. Louis, and the Missouri School for the Deaf in Fulton,
and the state schools for the severely handicapped shall, any other provision of
law to the contrary notwithstanding, be entitled to funds under section 148.360,
RSMo. The number of full-time students in those institutions described in this
section shall be considered as " September membership” for the apportioning of
funds under section 148.360, RSMo, to each institution respectively.]

[162.975. 1. Each school district or specia school district which
provides approved specia education services for handicapped or severely
handicapped children under sections 162.670 to 162.995 or approved extended
school year services for such children, shall be entitled under section 163.031,
RSMo, to receive state aid. Additional state aid for such programs shall be
allocated as followsin the following order of priority:

(1) A school district or specia school district shall receive state aid for
each child receiving services on homebound status or served by contractual
arrangement with a private or public agency approved by the department of
elementary and secondary education. The amount paid from state aid for such
services shall be adjusted annually by the percent changein the appropriation of
state funds to this section for the current fiscal year compared with that for the
first preceding fiscal year.

(2) A school district or specia school district shall receive state aid for
approved extended school year servicesfor handicapped or severely handicapped
children. Prior to full implementation of subdivisions (4), (5) and (6) of this
subsection, state aid paid for each approved staff member shall bear the same
ratio to the amount payablefor such staff during theimmediate preceding school
year as the ratio of the number of hours in the approved extended school year
program bears to the number of hours in regular term programs for each
respective school district or special school district approved under this section;
provided that thisamount shall be adjusted annually by the percentage changein
the appropriation of state funds to this section for the current fiscal year
compared with the appropriation level for the first preceding fiscal year. After
full implementation of subdivisions (4), (5) and (6) of this subsection, state aid
shall be paid for each approved staff in an amount which bears the sameratio to
the amount payable for such staff during the immediate preceding school year as
the ratio of the number of hours in the approved extended school year program
bearsto the number of hoursin regular term programsfor each respective school
district or special school district approved pursuant to this section; provided that
the amount payable per approved staff member pursuant to this subdivision for
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theyear of full implementation of subdivisions (4), (5) and (6) of this subsection
and thereafter shall be, on a prorated basis, two times the amount payable per
approved staff member pursuant to subdivision (4) of this subsection for the
current school year.

(3) Thedivision of youth services within the Missouri department of
social services shall receive state aid for approved special education services.
State aid shall be paid for each full-time equivalent professional and
paraprofessional staff member approved by the department of elementary and
secondary education at the rate paid during thefirst full fiscal year preceding the
year in which this section becomes effective plus an annual adjustment equal to
the percent change in the appropriation of state funds to this section for the
current fiscal year compared with the appropriation level for the first preceding
year.

(4) A school district or special school district shall receive state aid for
approved professional and paraprofessional staff who areemployed or contracted
to provide special education services for handicapped and severely handicapped
children, including staff used by a school district or special school district to
provide services before and after the normal school day for students attending
nonpublic schools, who are in compliance with section 167.031, RSMo. Each
school district or specia school district employing or contracting for professional
services or paraprofessional staff in the provision of special education services,
as defined and approved by the department of elementary and secondary
education, shall receive state aid at a full-time equivalent rate based upon the
total allocation of funds pursuant to this subdivision, after sufficient funds are
allocated for subdivisions (1), (2) and (3) of this subsection. Paraprofessional
staff shall be paid at one-half the rate paid full-time equivalents of professional
staff and contractors.

(5) Each school district or special school district providing special
education servicesfor handicapped or severely handi capped children shall receive
state aid pursuant to section 163.031, RSMo, for each such eligible pupil, and
such school district shall receive state aid for each child domiciled in the district
and enrolled in anonpublic school, who arein compliance with section 167.031,
RSMo. The per resident student rate paid for students enrolled in nonpublic
schools shall be one-half that paid per eligible pupil for students enrolled in a
school district or specia school district.

(6) Nomorethan fifty percent of thetotal state aid appropriated pursuant
to subdivisions (4) and (5) of this subsection shall be distributed pursuant to
subdivision (5) of this subsection. No less than fifty percent of the state aid
appropriated pursuant to subdivisions (4) and (5) of this subsection shall be
distributed pursuant to subdivision (4) of this subsection. A sufficient share of
the funds appropriated pursuant to this subsection shall be appropriated pursuant
to subdivisions (1), (2) and (3) of this subsection to meet the requirements of
those subdivisions. To the extent allowed by appropriations, the share of funds
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appropriated pursuant to subdivisions (4) and (5) of this subsection under
subdivision (5) shall be increased until that share is equal to fifty percent, at
which time subdivisions (4), (5) and (6) of this subsection shall be considered
fully implemented, and such share shall remain equal to fifty percent for all years
thereafter. No district shall receivelessstate aid under this section than received
during the year preceding that when the phased implementation was begun.

(7) Contractorsproviding professional servicesfunded under thissection
shall meet the state licensing and certification requirements appropriate to their
contracted duties, as determined by the department of elementary and secondary
education.

2. For approved special education and related services provided for
handicapped and severely handicapped children under five years of age, but not
under the age of three, entitlements for state aid established pursuant to this
section and distributed pursuant to section 163.031, RSMo, shall not exceed
ninety percent of the cost of the programs as specified in project applicationsand
approved by the department of elementary and secondary education. Such
programs shall not be eligible to receive funds allocated pursuant to subsection
1 of this section.

3. Each school district or special school district which provides an
approved remedial reading program under provisions of sections 162.670 to
162.995 shall receive state aid established pursuant to this subsection and
distributed pursuant to section 163.031, RSMo. The amount paid from state aid
for such services per full-time equivalent remedial reading teacher shall be
adjusted annually by the percentage changein the appropriation of statefundsfor
the state school aid district entitlements as established pursuant to section
163.031, RSMo, for the current fiscal year compared with that for the first
preceding fiscal year. Such programs shall not be eligible to receive funds
allocated pursuant to subsection 1 of this section.

4. For approved programsfor gifted children, districtsshall receive state
aid under section 163.031, RSMo, not to exceed seventy-five percent of the cost
of instructional personnel and specia materialslisted in project applications and
approved by the department of elementary and secondary education. Such
programs shall not be eligible to receive funds allocated pursuant to subsection
1 of this section.]

[163.005. The"Schoolsof the Future Fund" ishereby created in the state
treasury. Moneysdeposited in thisfund shall be considered state funds pursuant
toarticlelV, section 15 of theMissouri Constitution. All interest received onthe
schools of the future fund shall be credited to the schools of the future fund.
Appropriation of the moneys deposited into the schools of the future fund shall
beused solely for the purpose of fully funding state aid to public school s pursuant
to section 163.031.]
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[163.014. Notwithstanding the provisions of section 163.011 to the
contrary, beginning with the 1997-1998 payment year, the calculation of the
magnitude of a tax rate decrease due to reassessment shall exclude any voted
increase occurring in the year of reassessment dating from tax year 1995.]

[163.015. 1. Notwithstanding any other provision of law, for districtsnot
making transfers pursuant to subsection 4 of section 165.011, RSMo, nor making
payments or expenditures related to obligations made pursuant to section
177.088, RSMo, nor any combination of such transfers, payments or
expenditures, the district's operating levy for school purposes shall include the
sum of tax rateslevied for incidental, teachers, debt service and capital projects
funds, with no more than eighteen cents of the sum levied in the debt serviceand
capital projects funds. Any portion of the operating levy for school purposes
levied in the debt service and capital projects funds in excess of a sum of ten
cents must be authorized by a vote of the people, after August 28, 1998,
approving an increase in the operating levy, or a full waiver of the rollback
pursuant to section 164.013, RSMo, with a tax rate ceiling in excess of the
minimum tax rate or an issuance of general obligation bonds.

2. Notwithstanding any other provision of law, beginning with the tax
year which commences January 1, 1998, and for the 1998-99 school year and
subsequent tax and school years, no school district shall receive more state aid,
as calculated under section 163.031, for its education program, exclusive of
categorical add-ons, than it received per eligible pupil for the school year
1993-94, unlessit has an operating levy for school purposes of not less than two
dollarsand seventy-five cents after al adjustments and reductions, with no more
than ten cents of thistax rateleviedin the debt service and capital projectsfunds
and eligible for entry on line 1 of the state school aid formula contained in
subsection 6 of section 163.031; except that any district which is required,
pursuant to article X, section 22 of the Missouri Constitution, to reduce its
operating levy below the minimum tax rate otherwise required under subsection
2 of section 163.021 shall not be construed to be in violation of subsection 2 of
section 163.021 for making such tax rate reduction.

3. Notwithstanding any other provision of law, the portion of state aid
received by thedistrict pursuant to section 163.031, based upon the portion of the
tax rate in the debt service or capital projects fund, respectively, which is
included in the operating levy for school purposes shall be placed to the credit of
the debt service fund or capital projects fund, respectively.]

[163.032. Other provisions of law to the contrary notwithstanding,
beginning with the 1994-95 school year, the revenue per eligible pupil received
by a district from the following sources under subsection 6 of section 163.031:
line one minus line ten, or zero if line one minus line ten is less than zero, plus
line fourteen; plus the product of the current assessed valuation of the district
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multiplied by the following tax rate - the greater of zero or the minimum rate
required for the current year by subsection 2 of section 163.021, minus the sum
of the district's equalized operating levy for school purposes of 1993 and any
equalized operating levy for school purposeslevied for 1993 by a special school
district in which the district is located, shall not be less than the revenue per
eligible pupil received by a district in the 1992-93 school year from the
foundation formulaentitlement payment amount. The department of elementary
and secondary education shall make an addition in the payment amount of line
nineteen of subsection 6 of section 163.031 to assure compliance with the
provisions contained in this section. For all purposes of law, a school district's
equalized operating levy for school purposes does not include any equalized
operating levy for school purposes|evied by aspecial school districtinwhichthe
district islocated.]

[163.034. Other provisions of subsection 5 of section 163.031, to the
contrary notwithstanding, beginning with the 1995-96 school year, the revenue
per eligible pupil received by adistrict from thefollowing sources: line 1 minus
line 10 or zero if line 1 minus line 10 is less than zero, plus line 14 as those
amounts are established in subsection 6 of section 163.031, shall not belessthan
the revenue per eligible pupil received by adistrict in the 1992-93 school year
from the foundation formula entitlement payment amount; provided that this
section shall not be construed to limit the authority of the department of
elementary and secondary education to reduce state aid payments pursuant to
subsection 11 of section 177.088, RSMo, or subsection 8 of section 165.011,
RSMo. The department of elementary and secondary education shall make an
addition in the payment amount of line 19 of subsection 6 of section 163.031, to
assure compliance with the provisions contained in this section, prior to making
any deductions authorized under subsection 11 of section 177.088, RSMo, or
subsection 8 of section 165.011, RSMo.]

[163.035. 1. The repea and reenactment of sections 163.011 and
163.031 and the enactment of section 162.1060, RSMo, shall become effective
onJuly 1, 1999, if notification has been provided pursuant to subsection 2 of this
section.

2. Onor within thirty days prior to March 15, 1999, the attorney general
shall provide noticeto therevisor of statutes asto whether afinal judgment asto
the state of Missouri and its officials is entered or has been entered in each
pending case as of May 15, 1998, which subjects one or more school districtsin
this state to afederal court's jurisdiction, and if the notice provides that a final
judgment asto the state of Missouri and its officials has not been entered in each
such case, the repeal and reenactment of sections 163.011 and 163.031 and the
enactment of section 162.1060, RSMo, shall not become effective. Asused in
thissection, "final judgment" shall include only ajudgment which disposesof all
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15
16
17

claims involving the state of Missouri and its officials and for which final
disposition of appeals has been rendered and may include a consent judgment.
Provided, however that asettlement among the partiesmay include provisionsfor
payment for capital to be made after March 15, 1999, as long as the final
judgment approving such settlement fixes with finality the financial obligations
of the state.]

[165.015. 1. Notwithstanding the provisions of subsection 8 of section
165.011 to the contrary, any repayment of moneys pursuant to subsection 8 of
section 165.011 may be compl eted no later than thefifth fiscal year followingthe
year of violation.

2. Notwithstanding the provisions of subsection 8 of section 165.011 of
Senate Substitute No. 2 for House Committee Substitute for House Bill No. 889,
as truly agreed and finally passed by the first regular session of the ninetieth
general assembly, any school district that made anillegal transfer of funds from
the incidental fund to the capital projects fund that occurred in both fiscal years
1998 and 1999 shall not be allowed to make arepayment of funds after April 30,
2000, pursuant to the provisionsof this section or subsection 8 of section 165.011
of Senate Substitute No. 2 for House Committee Substitute for House Bill No.
889, astruly agreed and finally passed by thefirst regular session of the ninetieth
general assembly unless the voters of such district approve an operating levy
increase to the greater of two dollars and eighty-five cents or the levy which
produces an increase in total state and local revenues as determined by the
department of elementary and secondary education which is equal to or greater
than the amount of state aid to be deducted pursuant to subsection 8 of section
165.011 by April 30, 2000. If thevotersof such district fail to approve such levy
suchdistrict shall repay any fundsthat wereillegally transferred by December 31,
2000.]

[166.260. There is hereby created the "Children At-Risk in Education
Program” which shall be administered by the commissioner of education. The
program shall be funded by moneys provided to school districts pursuant to line
14 of subsection 6 of section 163.031, RSMo, and used solely as determined by
local boards of education for: reductionsof classsizein schools containing high
concentrations of children who are least advantaged or who have specially
identified educational needs according to rule and regulation of the state board
of education; or the following:

(1) Theprogram of half-day instruction for developmentally delayed and
at-risk children established pursuant to section 167.260, RSMo;

(2) The program to provide teacher assistants in grades kindergarten
through three established pursuant to section 167.263, RSMo;

(3) The program of family literacy for children and families of children
at risk of dropping out of school pursuant to section 160.531, RSMo;
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(4) The program to provide guidance counselorsin grades kindergarten
through nine established pursuant to section 167.265, RSMo;

(5) The programs for pupils at risk of becoming high school dropouts
established pursuant to section 167.270, RSMo, including specialized courses of
instruction, alternative education programs for pregnant teens and teen mothers
and supplemental services for teen mothers;

(6) Theprogram of support servicesto pupilsidentified as having ahigh
risk of dropping out of school established pursuant to section 167.280, RSMo;

(7) The program of professional development committeesfor in-service
training on teaching children identified as at risk of failing in school pursuant to
section 168.400, RSMo;

(8) A program to contract for mental health servicesto meet the needs of
children who are identified as being at risk of failing school as a result of
emotional or environmental factors. Eligiblecontractorsshall be approved by the
department of mental health;

(9) The program of special education and other specia services for
at-risk and handicapped children in grades kindergarten through third grade
emphasizing prevention and early intervention, rather than remediation, known
asthe "Success for All Program”;

(10) Paying for building site operating costs in the proportion that the
free and reduced-price meal eligible student count is to the total enrollment in
that building; and

(11) Other programs as approved by the commissioner of education that
areexclusively targeted to provide educational servicesfor studentswho areleast
advantaged or who have specially identified educationa needs.]

Section B. 1. The enactment of sections 142.816, 163.042, 163.043, 163.044, 165.012,
and 1, the repeal and reenactment of sections 148.360, 149.015, 160.415, 160.530, 160.534,
161.527, 162.081, 162.935, 163.011, 163.021, 163.023, 163.025, 163.028, 163.031, 163.036,
163.071, 163.073, 163.081, 163.087, 163.091, 163.172, 164.011, 164.303, 165.011, 165.016,
165.121, 166.275, 167.126, 167.151, 167.332, 168.110, 168.126, 168.281, 168.515, 170.051,
170.055, 171.121, 178.296, and 360.106, and the repeal of sections 160.264, 160.531, 160.550,
162.792,162.975, 163.005, 163.014, 163.015, 163.032, 163.034, 163.035, 165.015, and 166.260,
of section A of this act shall become effective July 1, 2006, if notification has been timely
provided pursuant to subsection 2 of this section.

2. On or before September 1, 2005, the attorney general shall provide notice to the
revisor of statutes that a final judgment has been entered dismissing with prejudice Case No.
04CV 323022, pending as of January 1, 2005, inthe Circuit Court of Cole County. If suchafinal
judgment as to the state of Missouri and its officials has not been entered in such case at such
time, no notice shall be given and section A of this act shall not become effective. Asused in
this section, "final judgment" shall include only a judgment which disposes of al clams
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16 involving the state of Missouri and its officials and for which final disposition of appeals has
17 been rendered and may include a consent judgment.



