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EDUCATION FUNDING SUBCOMMITTEE 

January, 1982 

The Education Funding Subcommittee of the senate and House 
Standing Committees on Education was established by the Legis­
lative Council to study the present operation of the Iowa state 
school foundation plan and its ability to provide adequate funds 
for the school districts of this state, and to look at possible 
changes in the funding mechanism. 

Members of the Subcommittee were: 

Senator Arthur L. Gratias, Nora Springs 
Representative Horace Daggett, Lenox 
Senator Joe Brown, Montezuma 
Senator Clarence Carney, sioux City 
Senator John Jensen, Plainfield 
Senator Bass Van Gilst, Oskaloosa 
Representative Michael Connolly, Dubuque 
Representative Warren Johnson, Sloan 
Representative Ruhl Maulsby, Rockwell City 
Representative Lowell Norland, Kensett 

The Subcommittee was authorized three meetings. Three meetings 
were held on October 1, OCtober 30, and December 4. At the first 
meeting Senator Gratias and Representative Daggett were elected co­
chairpersons. 

Prior to the first meeting of the Education Funding Subcom­
mittee, the full Senate and House Education Committees met on 
September 24 for an informational meeting about the history and 
operation of the state school foundation plan and public and 
nonpublic school transportation information. The information 
received at this full Committee meeting enabled the Subcommittee to 
begin its first meeting without spending time reviewing the various 
aspects of the state school foundation plan. 

At its first meeting, the Subcommittee asked representatives of 
the State Board of Public Instruction and various organizations and 
persons interested in education in the state to make presentations 
about the state school foundation plan. Copies of the 
presentations are on file in the Legislative Service Bureau. The 
following persons made presentations: 

1. Sue Wilson, President, State Board of Public Instruction 
2. Wayne Beal, Assistant Director, Iowa Association of school 

Boards 
3. Jan Reinicke, Lobbying Specialist, Iowa State Education 

Association 
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4. Harold Westra, Superintendent, Oskaloosa, representing the 
Iowa Association of School Administrators 

5. Roger Baskerville, superintendent, Lohrville, representing 
People united for Rural Education 

6. Wayne TrueSdell, Professor Emeritus, University of Northern 
Iowa 

Most of the Subcommittee's time was spent discussing and 
rece~v1ng information about one of four separate, areas: the 
ability of school districts to levy a property tax for a cash 
reserve, the predicted shortfall in funds appropriated for the 
payment of claims of school districts for providing nonpublic 
school pupil transportation, discussion about various aspects of 
the school foundation formula together with information obtained 
from computer simulations provided by the Legislative Fiscal Bureau 
and the Department of Public Instruction altering various aspects 
of the formula, and two miscellaneous issues relating to school 
district expenditures. An explanation of each follows: 

Cash Reserve Levy 

In 1981, the General Assembly enacted legislation authorizing 
school districts to levy a property tax for a cash reserve at a 
rate that will provide a cash reserve of not to exceed seven and 
five-tenths percent of its total district expenditures for the 
preceding school year including salaries encumbered under contract 
for the next following July and August. For many years school 
districts had been levying a property tax for maintaining a cash 
reserve, but in 1980 the Attorney General issued an Opinion stating 
that school districts did not possess authority to levy for the 
cash reserve and the legislation was enacted to allow a limited 
levy for a cash reserve. 

There were differing interpretations made of the language in the 
legislation. The State Comptroller's office believes that "cash 
reserve" means unencumbered cash on hand on June 30 of a fiscal 
year. Both the Department of Public Instruction and the Iowa 
Association of School Boards believe that a school district's 
unspent balance from the previous year (the difference between the 
amount the district was authorized to spend under the school 
foundation plan and the amount it actually spent) should be sub­
tracted from the unencumbered cash on hand at the end of a fiscal 
year in determining a district's cash reserve. 

Each of'the three groups presented its views to the Subcom­
mittee ana copies of their presentations are on file in the 
Legislative Service Bureau. Although their interpretations of cash 
reserve differ, all agree that the limit on the levy is 
unrealistic. 

The Subcommittee recommends legislation to allow school 
districts to levy a property tax to maintain a cash reserve as they 
were levying before the first Attorney General's opinion. However, 
the Subcommittee recommends granting the School Budget Review 
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Committee the authority to review on an annual basis the tax levies 
for the cash reserve and to reduce a district's additional property 
tax for the following school year by the amount the Committee deems 
that a cash reserve levy is excessive. 

Nonpublic School Pupil Transportation 

Information was presented at the full House and Senate Committee 
meeting that funds appropriated for the fiscal year ending June 30, 
1982 for transportation of nonpublic school children will be 
approximately $861,000 less than the amount needed. The Department 
of Public Instruction presented information tracing the history of 
nonpublic pupil transportation funding, including estimates that 
the second semester claim for the 1981-1982 school year will be 
prorated at the 64 percent level. superintendents from the 
Carroll, Dubuque, and Western Dubuque School Districts presented 
information about the hardships which will occur in their districts 
if sufficient funds are not appropriated by the General Assembly to 
pay their claims. It was noted that the law provides that the 
school districts may charge the parents of the nonpublic school 
students the difference between the amount of the reimbursement and 
the district cost of providing the transportation, but the 
representatives from the three districts expressed reluctance about 
collecting from the parents. The difference between the reim­
bursement and the cost must come from the district's general fund 
operating moneys. 

The Subcommittee members agreed that they are concerned about 
the lack of sufficient funding for nonpublic school pupil trans­
portation expenditures, when such transportation is required by 
law, but stopped short of recommending to the Education Appro­
priations Subcommittees that the necessary funds to fully fund the 
costs be appropriated. Some Subcommittee members believe that 
appropriations should not be recommended until more information is 
available about the condition of the state treasury and funding 
needs in other areas. 

Public School Transportation 

Subcommittee members expressed an interest in obtaining 
additional information about the public school transportation costs 
and the degree to which school districts which have high per pupil 
transportation costs are penalized in the amount of money that is 
available to them for providing an educational program. 
Representatives of the Department of Public Instruction presented a 
number of items of information relating to the costs of school 
transportation. including a history of costs by district since 
1976-1977, comparisons of transportation expenditures by district 
per average daily membership (ADM) and per budget enrollment, 
expenditures without transportation costs per ADM, regular program 
cost per pupil with transportation costs by various percentiles of 
districts, transportation costs related to population density per 
square mile, and average district costs per pupil by decile ranking 
of transportation costs per pupil, including the number of pupils 
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per square mile. Copies of this information were distributed to 
Subcommittee members and are on file in the Legislative Service 
Bureau. Representatives of the Department of Public Instruction 
indicated that population density explains only twelve percent of 
the variation of transportation costs in school districts. They 
stated that fewer than ten percent of school district have less to 
spend on their educational programs because of high transportation 
costs. The Subcommittee made no recommendations in this area. 

School Funding Computer Simulations 

The Legislative Fiscal Bureau possesses the capability of using 
a computer to determine funding information for the state school 
foundation plan as it currently exists and with any number of 
variations in the present plan. On a statewide basis for the 1981-
1982 school year state aid will equal $620,089,000 and is projected 
to increase to $645,123,000 in 1982-1983. The Subcommittee 
requested and received cost information for the following changes 
in the school aid formula for the 1982-1983 school year: 

1. Increasing the budget guarantee from 100% to 101%, 102%, and 
103%. 

2. Increasing the foundation level of support from 77% to 78%, 
79%, and 80%. 

3. Restoring the $6 per pupil addition to state cost per pupil 
which was not added in 1981-1982. 

4. Providing 5.91% allowable growth which the formula would 
have generated rather than 7% set by law. 

5. Providing 9% and 11% allowable growth and restoring the $6 
per pupil addition to state cost per pupil. 

6. Changing the enrollment base from 25% of the 1978 headcount 
to 35% of that figure. 

7. Providing an $8.15 uniform levy with a 90% foundation level 
of support. 

In addition, the Legislative Fiscal Bureau developed informa­
tion listing income tax paid per certified student and per budget 
enrollment compared to property valuations of taxable property per 
certified student and per budget enrollment. 

A computer simulation was run to obtain estimated costs of the 
formula for the school year beginning July 1, 1983 using an esti­
mated 7.5% state percent of growth. 

Copies illustrating the financial impact of these changes in the 
formula on a statewide basis are attached to this report. 
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The Subcommittee made no recommendations in this area pending 
the receipt of later information about state revenues. 

Enrichment LeyY 

Subcommittee members expressed interest in receiving further 
information about the enrichment levy since citizens in 35 school 
districts voted at the regular school election on September 8, 1981 
on the adoption of the enrichment. Seventeen of the thirty-five 
districts approved the enrichment levy, bringing the total number 
of districts to forty-four. Information about the enrichment levy 
for the 1981-1982 school year was compiled listing the districts, 
the enrichment percent, the amount approved and the amounts and 
rates of the income surtax and the property tax levy. A timeline 
was developed illustrating that from the time of the election 
twenty-six and one-half months elapses until the first income 
surtax payment is made to the school district. 

Representatives from the Department of Revenue stated that al­
though their Department could make payments based upon estimated 
income surtax receipts, the actual figures are not available until 
October of the year following the year for which the surtax is 
paid. The Subcommittee discussed delaying the election date from 
the regular September school election to a special election held as 
late as the following mid-February, but took no action. Copies of 
the information about the enrichment levy are on file in the 
Legislative Service Bureau. 

Driver Education 

The Subcommittee discussed the funding of driver education 
programs and learned that the state percent of growth under the 
foundation plan was increased by .3% in 1975 to fund the cost of 
driver education programs beginning in 1975. The Department of 
Public Instruction personnel agreed with Subcommittee members that 
the cost of providing "behind-the-wheel" driving instruction has 
increased dramatically since that date because of higher costs for 
gasoline, oil, and maintenance of the cars and because car dealers 
are no longer able to loan cars at little or no cost to the school 
districts. Therefore, the Subcommittee recommends that the 
Committees on Education recommend passage of a bill relating to 
driver education to provide that after a student has completed 
three of the six or more hours of laboratory instruction consisting 
of street or highway driving, upon the written request of the 
student's parent or guardian, the instructor may waive the 
rema~n~ng required laboratory instruction if the student has 
demonstrated to the instructor an ability to properly operate a 
motor vehicle. A copy of a bill to implement this recommendation 
is attached to this report. 

Charge for School Activities 

Several Subcommittee members commented about a recent Attorney 
General's Opinion that states that public schools may not charge 
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fees for participation in extracurricular school activities because 
no affirmative authority exists authorizing the charging of fees. 
It was noted that a number of school districts had begun charging 
fees for participation in extracurricular school activities prior 
to the issuance of the Opinion and it is not known whether 
districts have continued to do so under the guise that the fees are 
charged as school supply fees for tangible items used in 
extracurricular activities. The Subcommittee recommends that the 
committees on Education recommend passage of a bill allowing school 
districts to charge students for participation in extracurricular 
school activities and to provide for a waiver of the fees for 
hardship cases. A copy of a bill to implement this recommendaion 
is attached to this report. 
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PROPOSED HOUSE/SENATE FILE 

BY (PROPOSED COMMITTEES ON EDUCATION 
BILL BY THE EDUCATION FUNDING 
SUBCOMMITTEE) 

Passed House, Date Passed Senate, Date ____________ _ 

Vote: Ayes ________ Nays ______ __ Vote: Ayes ________ _ Nay 5 _____ _ 

Approved ______________________________ _ 

A BILL FOR 
1 An Act to authorize a property tax levy by school districts 

2 for a cash reserve. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 
16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



S.F. ___ H.F. 

1 Section 1. Acts of the Sixty-ninth General Assembly, 1981 
2 Session, chapter 94, section 1, is amended by striking the 
3 section and inserting in lieu thereof the following: 
4 SECTION 1. Chapter 298, Code 1981, is amended by adding 
5 the following new section: 
6 NEW SECTION. LEVY FOR CASH RESERVE. The board of directors 
7 of a school district may certify for levy by March 15 of a 

8 school year, a tax on all taxable property in the school 
9 district in order to raise an amount for a necessary 

10 reserve for a school district's general fund. 
11 Sec. 2. Section 442.13, Code 1981, is amended by 
12 the following new subsection: 

cash 

adding 

13 NEW SUBSECTION. Annually the school budget review committee 
14 shall review the amount of property tax levied by each school 
15 district for a cash reserve authorized in section 1 of this 
16 Act. If in the committee's judgment, the amount of a 
17 district's cash reserve levy is unreasonably high, the 
18 committee shall instruct the state comptroller to reduce that 
19 district's tax levy computed under section 442.9 for the 
20 following budget year by the amount the cash reserve levy 
21 is deemed excessive. A reduction in a district's property 
22 tax levy for a budget year under this subsection does not 
23 affect the district's authorized budget. 
24 Sec. 3. This Act, being deemed of immediate importance, 
25 takes effect from and after its publication in ________ __ 
26 _______ , a newspaper published in __________ , Iowa, and in 
27 _______________ , a newspaper published in , Iowa. 

28 EXPLANATION 
29 This bill allows boards of school districts to levy for 
30 a cash reserve but provides for a review of cash reserve 
31 levies by the school budget review committee. If the SBRC 
32 deems a cash reserve levy excessive, it can reduce the 
33 district's additional property tax levy the next school year. 
34 The bill takes effect upon its publication. 
35 
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PROPOSED HOUSE/SENATE FILE 

BY (PROPOSED COMMITTEES ON EDUCATION 
BILL BY THE EDUCATION FUNDING 
SUBCOMMITTEE) 

Passed House, Date ____________ __ Psssed Senate, Date ____________ __ 

Vote: Ayes _________ Nays ______ __ Vote: Ayes __________ Nays ________ _ 
Approved ________________________________ _ 

A BILL FOR 
1 An Act relating to the hours of laboratory instruction re-

2 quired for 

3 BE IT ENACTED 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

completion of a driver education course. 

BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

CPB·li200 2/73 



S.F. H.F. 

1 Section 1. Section 321.178, subsection 1, unnumbered para-
2 graph 1, Code 1981, is amended to read as follows: 
3 An approved driver education course as programmed by the 
4 department of public instruction shall consist of at least 
5 thirty clock hours of classroom instruction, and six or more 
6 clock hours of laboratory instruction of which at least three 
7 clock hours shall consist of street or highway driving. After 
8 the student has completed three clock hours of street or 
9 highway driving and has demonstrated to the instructor an 

10 ability to properly operate a motor vehicle and upon written 
11 request of a parent or guardian, the instructor may waive 
12 the remaining required laboratory instruction. 
13 EXPLANATION 
14 This bill provides that after a student has completed three 
15 of the six or more hours of laboratory instruction for driver 
16 education consisting of street or highway driving, upon the 
17 written request of the student's parent or guardian, the 
18 instructor may waive the remaining required laboratory 
19 instruction if the student has demonstrated to the instructor 
20 an ability to properly operate a motor vehicle. The bill 
21 takes effect July 1 following its enactment. 
22 

23 
24 

25 
26 

27 
28 
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33 
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35 
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Passed Senate, Date ____________ __ 

Vote: Ayes _________ Nays ________ _ 

PROPOSED SENATE/HOUSE FILE 

BY (PROPOSED COMMITTEES ON EDU­
CATION BILL BY THE EDUCATION 
FUNDING SUBCOMMITTEE) 

Passed House, Date ____________ _ 

Vote: Ayes ______ __ Na y s ______ __ 
Approved ______________________________ _ 

A BII.L FOR 
1 An Act permitting school districts to charge fees for extra-

2 curricular activities. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOI,/A: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



S.F. _____ H.F. 

1 section 1. Section 282.6, Code 1981, is amended to read 
2 as follows: 
3 282.6 TUITION. BvefY 
4 1. Except as otherwise provided by state statute, every 
5 school shall be free of tuition to all actual residents between 
6 the ages of five and twenty-one years and to resident honorably 
7 discharged soldiers, sailors, and marines, as many months 
8 after becoming twenty-one years of age as they have spent 
9 in the military or naval service of the United States before 

10 they became twenty-oneT-pfev~8@8T-fteWeV@f7-{ees. 
11 2. Fees may be charged eeY@~~R~ as follows: 
12 a. A fee covering instructional costs for a summer school 
13 program. 

14 b. A reasonable fee for participation in an extracurricular 
15 activity. 

16 3. The board of e8~eft~~eR directors maY7-~R-a-Aaf8sA~p 
17 ess@T exempt a student from payment of the aeeve fees permitted 
18 under subsection 2 in a hardship case. 
19 BvefY 4. A perSOny-A9WeVefy who sfta~~-a~~eR8-afty attends 
20 ~ school after graduation from a four-year course in an 
21 approved high school or its equivalent shall be charged a 
22 sufficient tuition fee to cover the cost of the instruction 
23 received by 8~eft the person. 
24 ~ft~8 5. Subsections 1 through 4 of this section 8fta~~ 
25 do not apply to tuition and fees authorized by chapter 280A. 
26 EXPLANATION 
27 This bill permits a school district to charge a reasonable 
28 fee to students participating in extracurricular activities. 
29 The bill takes effect July 1 following its enactment. 
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