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All PK-12 students will achieve at a high level.

lowa Code section 256.7(5) gives the State Board of

Education the statutory authority to adopt rules under chapter
17A.

None (consent agenda)
1

It is recommended that the State Board adopt the changes to
Chapter 98.

281 lowa Administrative Code (IAC) chapter 98 outlines the
financial management of categorical funding. The amendment to
this chapter is to reflect legislative changes impacting a
significant number of existing categorical funding programs. The
proposed amendments also create new subrules, based upon
relatively recent legislation, dealing with early literacy and an
entrepreneurial education fund.

There were no comments received regarding the Chapter 98
rules during the public hearing process.



EDUCATION DEPARTMENT [281]

Adopted and Filed

Pursuant to the authority of lowa Code section 256.7(5), the State Board of Education
hereby proposes to amend Chapter 98, “Financial Management of Categorical Funding,”
lowa Administrative Code.

Chapter 98 outlines the financial management of categorical funding. The proposed
amendments to Chapter 98 reflect legislative changes impacting the following: definitions;
home school assistance program; statewide voluntary four-year-old preschool program;
operational function sharing supplementary weighting; limited English proficiency (LEP)
weighting; gifted and talented (TAG) program; returning dropout and dropout prevention
program; lowa early intervention block grant, also known as the early intervention
supplement; teacher salary supplement; teacher leadership supplement, educator quality
basic salary; educator quality professional development, also known as the professional
development supplement; educational excellence, phase I; levies and funds; general fund;
management fund; physical plant and equipment levy (PPEL) fund; capital projects fund;
special education instruction fund; and juvenile home program instruction fund. The
proposed amendments also add new rules that are based upon relatively recent legislation
and pertain to early literacy and an entrepreneurial education fund.

A more detailed explanation of these amendments follows:

Item 1: House File 215 (2013) amended existing lowa Code language to change
references to “allowable growth” to read “supplemental state aid” or “supplemental
amount.” This language adjustment occurs in multiple subsections of lowa Code chapter

257 and is made herein in this item and Items 6, 8, 9, and 16.



Item 2: House File 645 (2011) amended lowa Code section 298.3 to allow for
bundling of instructional technology to meet the $500 threshold in PPEL. This amendment
adds a definition of “Technology” to align with the changes in lowa Code section 298.3.

Item 3: Senate File 2376 (2010) amended lowa Code section 299A.12 to expand
the permissive uses of home school assistance program (HSAP) funds. The addition of
“teaching” in paragraph 98.12(1)“b” simply clarifies that HSAP resources are for parents
providing home schooling to their children (i.e., teaching parents). The addition of
paragraph 98.12(1)“1” clarifies that HSAP funds may be used for transportation costs
associated with the delivery of HSAP programming. The clarifications in subrule 98.12(2)
simply reflect that these program (categorical) funds cannot be used for infrastructure,
which is the same restriction that is placed on all other categorical funds. Rent is a possible
appropriate use, but rent can never be paid from program funds. It must be paid from PPEL
or capital projects funding and then transferred in through an interfund transfer from HSAP
funding.

Item 4: House File 877 (2007) created the statewide voluntary four-year-old
preschool program. Iowa Code section 256C.4(1)“e” specifically states that building
construction is a nonpermissive use of these program funds. This amendment is consistent
with that lowa Code provision.

Item 5: House File 2271 (2014) made changes to operational sharing in lowa Code
section 257.11(7)“a.” This amendment is consistent with that lowa Code update.

Item 6: Senate File 452 (2013) changed the number of years of supplemental
weighting from four to five in both lowa Code section 257.31(5) and lowa Code section

280.4(3). This amendment is consistent with that change in the lowa Code.



Item 7: This amendment, which modifies a confusing sentence, is a clarification
that has been needed for several years. The sentence as amended simply states that all uses
of funds, other than those listed in subrule 98.18(1) as permissive, are not permissive. This
change is not a change to current practice.

Item 8: These amendments clarify in rule what the Department of Education has
been allowing in practice, namely, that equipment costs and transportation costs related to
TAG programming are allowable. These amendments also make the rule consistent with
other existing categorical funding rules. They also clarify that using TAG funds for
purposes not related to TAG programming is not allowable.

Item O: The amendment to subrule 98.21(1) replaces “public or nonpublic school”
with “school district” since the funding is district-exclusive. Subrule 98.21(2) is amended
to clarify that funds are to be used for this programming exclusively and not for general
purposes. These amendments are consistent with changes made by Senate File 451 (2012)
to lowa Code section 257.41.

Iltems 10 and 11: These amendments remove outdated language related to “grants in
aid.” This funding is now included in the state school aid formula.

Item 12: A new rule that relates to the new teacher leadership supplement funding
established by House File 215 (2013) is added. The rule’s construction mirrors that of the
other rules, and the rule is established in accordance with lowa Code section 284.15.

Item 13:  This amendment mirrors those in Items 10 and 11, as this funding is now
included in state aid, but the amendment also clarifies that the funding can be used for the
new teacher leadership and compensation (TLC) programming in lowa Code section

284.15 as well as for prior uses. (House File 215, 2013)



Iltem 14: A new rule that relates to the early literacy programming included in Senate
File 2282 (2012) is added. Provisions related to this programming are included in lowa
Code sections 256.7(31), 256.9(53), 279.60 and 279.68. The rule language mirrors lowa
Code language as well as the provisions of other categorical funding rules discussing
permissive and nonpermissive uses.

Item 15:  This amendment provides additional detail clarifying certain parameters
around categorical funding that have been operationalized for many years.

Iltem 16:  The amendments to subrule 98.61(2) clarify that asbestos abatement and
start-up costs for new buildings are permissive uses of general funds. Both items can be
brought to the School Budget Review Committee (SBRC) for additional supplemental aid
but must first be paid from general funds and then taxed back after the SBRC approval is
received.

Iltem 17:  Senate File 220 (2014) adjusted the statutory provision from “55 to 65” to
“55 years of age or older” in Iowa Code section 279.46. This amendment mirrors the
current statute.

Item 18:  These amendments are due to the change in instructional technology
bundling addressed in Item 2.

Item 19:  This amendment clarifies that the provision added is a permissive use of
capital projects funds, as has been the interpretation for years.

Item 20:  Existing rules are renumbered to make room for the new rule in Item 21.

Item 21:  House File 553 (2013) created the entrepreneurial education fund. The new
rule in this item simply mirrors the lowa Code provisions related to the fund and further

explains permissive and nonpermissive uses of that funding established in lowa Code



section 298A.15.

Item 22:  The amendments update the rule to reflect current terminology. There is no
change in practice.

Item 23:  The amendments update the rule to reflect current terminology and add
language which states the expectation that area education agencies will include cost
containment as a principle to consider when they are developing these programs. The
amendments also mirror the guidance issued by the Department of Education to the field
and are consistent with other provisions related to permissive and nonpermissive uses of
categorical funds.

Item 24:  Due to the renumbering of rules in Item 20, two cross references are updated
in this item.

An agencywide waiver provision is provided in 281—Chapter 4.

Notice of Intended Action was published in the February 18, 2015, lowa Administrative
Bulletin as ARC 1881C. Public comments were allowed until 4:30 p.m. on March 10,
2015. A public hearing was held on that date. No one attended the public hearing. No
written comments were received regarding this amendment. This amendment is identical
to that published under Notice.

After analysis and review of this rule making, no impact on jobs has been found.

These amendments are intended to implement lowa Code chapter 257 and sections
256.7(31), 256.9(53), 256C.4(1)“e,” 279.46, 279.60, 279.68, 280.4(3), 284.15, 298.3,
298A.15 and 299A.12.

The following amendments are proposed.

ITEM 1. Amend rule 281—98.1(256,257), definition of “Budgetary allocation,” as



follows:

“Budgetary allocation”” means the portion of the funding that is specifically earmarked
for a particular purpose or designated program and whieh that, in the case of the general
fund, has been rolled into, or added to, the school district cost per pupil or school district
regular program cost. Budgetary allocations may include both state aid and property tax.
Budgetary allocations increase budget authority on the first day of the fiscal year for which

the allocation has been certified or on the date that the school budget review committee

approves the modified aHewable-growth supplemental amount for a specific purpose or
program; the budget authority remains even if the full amount of revenue is not received
or if the local board does not levy a cash reserve. There is no assumption that a school
district or area education agency will receive the same amount of revenue as it has received
in budget authority due to delinquent property taxes, cuts in state aid, or legislative
decisions to fund other instructional programs off the top of state aid. The school district
or area education agency must expend the full amount of budget authority for the specific
purposes for which it was earmarked. When the school district or state cost per pupil is
transferred from one school district to another school district in the form of tuition as
required by the lowa Code, any budgetary allocation that is included in the school district
or state cost per pupil shall be considered transferred to the receiving school district and

shall be expended for the specific purpose for which it was earmarked.

ITEM 2. Adopt the following new definition of “Technology” in rule 281—
98.1(256,257):
“Technology” means hardware, noninstructional software and software required to

provide functionality to the hardware, wireless presenters, networking and connectivity



systems, computing storage, Web site development services, hardware carrying equipment,
licensing, and technical assistance for installation of hardware, software, or software
updates. Technology does not include such items as instructional software or textbook
substitutes as defined in lowa Code chapter 301, professional development, staff providing
support to teachers or students, general supplies, district personnel or
individuals/companies hired or contracted in lieu of district personnel, travel, printing costs
or media services not listed in this definition, insurance, most purchased services, or similar
district functions. Maintenance contracts do not meet the definition of “technology” unless
they are actually a license renewal fee; Internet subscriptions, licenses, or fees; cable or

satellite services; or very similar services.

ITEM 3. Amend subrules 98.12(1) and 98.12(2) as follows:

98.12(1) Appropriate uses of categorical funding. Appropriate uses of the home school
assistance program funding include, but are not limited to, the following:

a. No change.

b. Services to support students enrolled in a home school assistance program, to
support the teaching parents of the students, and to support home school assistance program
staff.

c. tof. Nochange.

g. Resources, materials, computer software, supplies, equipment, and purchased
services (1) that are necessary to provide the services of home school assistance and (2)
that will remain with the school district for its home school assistance program.

h. No change.

i. Student transportation exclusively for home school assistance program-approved




field trips or other educational activities.

98.12(2) Inappropriate uses of categorical funding. Inappropriate uses of the home
school assistance program funding include, but are not limited to, indirect costs or use
charges; operational or maintenance costs other than those necessary to operate and
maintain the program; capital expenditures other than equipment or facHity-acquisition;
neluding the lease or rental of space to supplement existing schoolhouse facilities for the
program; student transportation except in cases of home school assistance program-
approved field trips or other educational activities; administrative costs other than the costs
necessary to administer the program; concurrent and dual enrollment costs, including
postsecondary enrollment options program costs; or any other expenditures not directly

related to providing the home school assistance program. A home school assistance

program shall not provide moneys or resources paid for with this program funding to

parents or students utilizing the program. For capital expenditures for lease or rental of

classrooms or facilities for this program, the cost will be expended from a capital projects

fund. A reimbursement for that cost related to the program will be an interfund transfer to

the capital project fund from the program funding.

ITEM 4. Amend subrule 98.13(3) as follows:

98.13(3) Inappropriate uses of categorical funding. Inappropriate uses of the statewide
voluntary four-year-old preschool program funding include, but are not limited to, indirect
costs or use charges, capital expenditures other than equipment, facility acquisition,
construction, debt service, operational or maintenance costs or administrative costs that
supplant or that exceed 5 percent, or any other expenditures not directly related to providing

the statewide voluntary four-year-old preschool program or that supplant existing public



funding for preschool programming.

ITEM 5. Amend rule 281—98.15(257) as follows:

281—98.15(257) Operational function sharing supplementary weighting. Operational
function sharing supplementary weighting provides funding in addition to the student count
that generates general purpose revenues and is for the purpose of incenting sharing of
management-level staff. It is assumed that operational function sharing supplementary
weighting covers only a portion of the costs of sharing management-level staff, a

curriculum director, or a school counselor and shall be fully expended within the five-year

period of sharing. Therefore, school districts are not required to account for the operational
function sharing supplementary weighting funding separate from the general purpose

revenues.

ITEM 6. Amend rule 281—98.16(257,280), introductory paragraph, as follows:

281—98.16(257,280) Limited English proficiency (LEP) weighting. Limited English
proficiency weighting provides funding in addition to the student count that generates
general purpose revenues and is for the purpose of providing funding for the excess costs
of instruction of limited English proficiency students above the costs of instruction of
pupils in a regular curriculum. In addition, the school budget review committee may grant

a modified alHowable-grewth supplemental amount to continue funding of the excess costs

beyond the foeur five years of weighting. Funding for the limited English proficiency

weighting and the modified aHowable-grewth supplemental amount for limited English

proficiency programs are both categorical funding and may have different restrictions than

the federal limited English proficiency funding.



ITEM 7. Amend subrules 98.18(1) and 98.18(2) as follows:

98.18(1) Appropriate uses of categorical funding. Appropriate uses of at-risk formula
supplementary weighting funding include costs to develop or maintain at-risk pupils’
programs, which may include alternative school programs, and include, but are not limited
to:

a. andb. No change.

c. Research-based resources, materials, software, supplies, equipment, and purchased
services that meet all of the following criteria:

(1) to (4) No change.

98.18(2) Inappropriate uses of categorical funding. Inappropriate uses of the at-risk
formula supplementary weighting funding include, but are not limited to, indirect costs or
use charges, operational or maintenance costs, capital expenditures other than equipment,

student transportation other than as allowed in subrule 98.18(1), administrative costs other

than

assighed—exelusivelyto—this—program as allowed in subrule 98.18(1), or any other

expenditures not directly related to providing the at-risk or alternative school program

beyond the scope of the regular classroom program.

ITEM 8. Amend rule 281—98.20(257) as follows:

281—98.20(257) Gifted and talented program. Gifted and talented program funding is
included in the school district cost per pupil calculated for each school district under the
school foundation formula. The per-pupil amount increases each year by the alewable

growth supplemental state aid percentage. This amount must account for not more than 75

percent of the school district’s total gifted and talented program budget. The school district

10



must also provide a local match from the school district’s regular program district cost and
the local match portion must be a minimum of 25 percent of the total gifted and talented
program budget. In addition, school districts may receive donations and grants, and the
school district may contribute more local school district resources toward the gifted and
talented program. The 75 percent portion, the local match, and all donations and grants
shall be accounted for as categorical funding.

The purpose of the gifted and talented funding described in lowa Code section 257.46
is to provide for identified gifted students’ needs beyond those provided by the regular
school program pursuant to each gifted student’s individualized plan. The funding shall be
used only for expenditures that are directly related to providing the gifted and talented
program.

98.20(1) Appropriate uses of categorical funding. Appropriate uses of the gifted and
talented program funding include, but are not limited to:

a. andb. No change.

c. Resources, materials, software, supplies, equipment, and purchased services that
meet all of the following criteria:

(1) to (4) No change.

d. Student transportation exclusively for approved gifted and talented program field

trips or other educational activities.

98.20(2) Inappropriate uses of categorical funding. Inappropriate uses of the gifted and
talented program funding include, but are not limited to, indirect costs or use charges,
operational or maintenance costs, capital expenditures other than equipment, student

transportation other than field trips exclusive to this program, administrative costs, or any

11



other expenditures not directly related to providing the gifted and talented program beyond

the scope of the regular classroom.

ITEM 9. Amend rule 281—98.21(257) as follows:

281—98.21(257) Returning dropout and dropout prevention program. Returning
dropout and dropout prevention programs are funded through a school district-initiated
request to the school budget review committee for a modified aHewable—growth

supplemental amount pursuant to lowa Code sections 257.38 to 257.41. This amount must

account for not more than 75 percent of the school district’s total dropout prevention
budget. The school district must also provide a local match from the school district’s
regular program district cost, and the local match portion must be a minimum of 25 percent
of the total dropout prevention budget. In addition, school districts may receive donations
and grants, and the school district may contribute more local school district resources
toward the program. The 75 percent portion, the local match, and all donations and grants
shall be accounted for as categorical funding.

98.21(1) Purpose of categorical funding. The purpose of the dropout prevention
funding is to provide funding to meet the needs of identified students at risk of dropping
out of school beyond the instructional program and services provided by the regular school
program. The funding shall be used only for expenditures that are directly related to the
returning dropout and dropout prevention program.

a. Returning dropouts are resident pupils who have been enrolled in a public—ef
nenpublic school district in any of grades 7 through 12 who withdrew from school for a
reason other than transfer to another school or school district and who subsequently

reenrolled in a public school in the school district.

12



b. Potential dropouts are resident pupils who are enrolled in a public-er-nenpublic

school district who demonstrate poor school adjustment as indicated by two or more of the

following:

(2) to (5) No change.

98.21(2) Appropriate uses of categorical funding. Appropriate uses of the returning
dropout and dropout prevention program funding include, but are not limited to:

a. Salary and benefits for instructional staff, instructional support staff, and school-
based youth services staff who are working with students who are participating in dropout
prevention programs, alternative programs, and alternative schools, in a traditional or
alternative setting, if the staff person’s time is dedicated to working with returning dropouts
or students who are deemed, at any time during the school year, to be at risk of dropping
out, in order to provide services beyond those which are provided by the school district to
students who are not identified as at risk of becoming dropouts. However, if the staff person
works part-time with students who are participating in returning dropout and dropout
prevention programs, alternative programs, and alternative schools and has another
unrelated staff assignment, only the portion of the staff person’s time that is related to the
returning dropout and dropout prevention program, alternative program, or alternative
school may be charged to the program.

For purposes of this paragraph, # an alternative setting s may be necessary to provide
for a program which is offered at a location off school grounds and which is intended to
serve student needs by improving relationships and connections to school, decreasing
truancy and tardiness, providing opportunities for course credit recovery, or helping

students identified as at risk of dropping out to accelerate through multiple grade levels of

13



achievement within a shortened time frame-the-tuition-costs-fora-student-identified-as-at

b. No change.

c. Research-based resources, materials, software, supplies, equipment, and purchased
services that meet all of the following criteria:
(1) to (4) No change.

d. Transportation provided by the school district exclusively to transport identified

students to an alternative school or alternative program located in and provided by another

lowa school district.

e. The portion of the maximum tuition allowed by lowa Code section 282.24 that

corresponds to the portion exclusively providing direct additional instruction and services

to an identified group of students above the costs of instruction of pupils in a reqular

curriculum.

f. School-level administrator assigned exclusively to an off-site alternative school

program within the district. If the principal is administering the program part-time, then

the portion of time that is exclusively and directly related to the program may be charged

to the program, but the portion of time that is related to other purposes shall not.

& g. Up to 5 percent of the total budgeted amount received pursuant to 2012
lowa Acts, Senate File 451, section 1(1), may be used for purposes of providing
districtwide or buildingwide returning dropout and dropout prevention programming
targeted to students who are not deemed at risk of dropping out.

98.21(3) Inappropriate uses of categorical funding. Inappropriate uses of the returning

14



dropout and dropout prevention program funding include, but are not limited to, indirect
costs or use charges, operational or maintenance costs, capital expenditures other than

equipment, student transportation other than as allowed in subrule 98.21(2), administrative

costs other than those related—to—a—separate—schoollocated—offsite—and—where—the
administrator-is-assigned-execlusively-to-thisprogram allowed in subrule 98.21(2), expenses

related to the routine duties of a school nurse, general support for a school guidance

counselor including any activities performed with qualified students that are also provided
to all students, or any other expenditures not directly related to providing the returning

dropout and dropout prevention program beyond the scope of the regular classroom.

ITEM 10. Amend rule 281—98.23(256D,257), introductory paragraph, as follows:

281—98.23(256D,257) lowa early intervention block grant, also known as early

intervention supplement. Beginning—with—the—fiscalyear2009-2010,—thelowa—early

a-budgetary-allocation-categerical-funding: The program’s goals for kindergarten through

grade 3 are to provide the resources needed to reduce class sizes in basic skills instruction

to the state goal of 17 students for every one teacher; provide direction and resources for
early intervention efforts by school districts to achieve a higher level of student success in
the basic skills, especially reading skills; and increase communication and accountability

regarding student performance.

ITEM 11. Amend rule 281—98.24(257,284), introductory paragraph, as follows:

281—98.24(257,284) Teacher salary supplement. Beginning with the fiscal year 2009-

2010, the educational excellence Phase Il program and the educator quality basic salary

15



program were combined and—converted—from—grants-in-aid—categoricalfundingto—a
budgetary—allocation—categerical—funding. Remaining balances in the educational

excellence Phase Il program and the educator quality basic salary program shall be
expended for the same purposes as the teacher salary supplement. A teacher may be
employed in both an administrative and a nonadministrative position by a board of directors
of a school district and shall be considered a part-time teacher for the portion of time that

the teacher is employed in a nonadministrative position.

ITEM 12. Adopt the following new rule 281—98.25(257,284):

281—98.25(257,284) Teacher leadership supplement. The purpose of the teacher
leadership supplement is to improve instruction and elevate the quality of teaching and
student learning.

98.25(1) Appropriate uses of categorical funding. Appropriate uses of teacher
leadership supplement funding shall be used only to increase the payment for a teacher
assigned to a leadership role pursuant to a framework or comparable system approved
pursuant to lowa Code section 284.15; to increase the percentages of teachers assigned to
leadership roles; to increase the minimum teacher starting salary to $33,500; to cover the
costs for the time mentor and lead teachers are not providing instruction to students in a
classroom; for coverage of a classroom when an initial or career teacher is observing or co-
teaching with a teacher assigned to a leadership role; for professional development time to
learn best practices associated with the career pathways leadership process; and for other
costs associated with a framework or comparable system approved by the department of
education under lowa Code section 284.15 with the goals of improving instruction and

elevating the quality of teaching and student learning. “Payment for a teacher” as used in

16



this rule means additional salary for teachers and the amount required to pay the employer’s
share of the federal social security and Iowa public employees’ retirement system, or a
pension and annuity retirement system established under lowa Code chapter 294.
Appropriate uses also include payments to another school district or districts as negotiated
in a whole grade sharing agreement pursuant to lowa Code section 282.10(4) and payment
to another school district receiving an open enrolled student pursuant to lowa Code section
282.18.

98.25(2) Inappropriate uses of categorical funding. Inappropriate uses of teacher
leadership supplement funding shall include any expenditures other than the appropriate

uses described in subrule 98.25(1).

ITEM 13. Amend rule 281—98.26(257,284), introductory paragraph, as follows:

281—98.26(257,284) Educator quality professional development, also known as

professional development supplement. Beginning-with-the-fiscal-year2009-2010,-the

budgetary-aHocation-categerical-funding: The purpose of the funding is to implement the

professional development provisions of the teacher career paths and leadership roles

specified in lowa Code section 284.7 or 284.15.

ITEM 14. Adopt the following new rule 281—98.45(279):

281—98.45(279) Early literacy. School districts shall provide intensive supplemental
reading instruction to any student who has been identified as exhibiting a substantial

deficiency in reading, based upon an assessment or through teacher observations. The

17



student’s reading proficiency shall be reassessed by locally determined or statewide
assessments. The student shall continue to be provided with intensive reading instruction
until the reading deficiency is remedied. The district shall promote effective evidence-
based programming, instruction and assessment practices across schools to support all
students in becoming proficient readers by the end of the third grade. Programs and services
may extend beyond third grade.

98.45(1) Appropriate uses of categorical funding. Appropriate uses of early literacy
program funding include, but are not limited to:

a. Intensive supplemental instructional programs, instructional support, and
assessment for identified students;

b. Professional development for staff regarding early literacy program requirements,
instructional materials, and assessments;

c. Purchase of supplemental or specialized curriculum or instructional materials and
assessments that are scientific, research-based and meet the standards of lowa Code section
279.68 for identified students;

d. If not already being provided with other sources of funding or general program
funding, tutoring, mentoring, and extended school day, week, or year programs for
identified students;

e. Intensive summer literacy programs at the K-3 level for identified students;

f. Transportation services for identified students participating in intensive summer
literacy programs.

98.45(2) Inappropriate uses of categorical funding. Inappropriate uses of early literacy

program funding include, but are not limited to, indirect costs or use charges, operational

18



or maintenance costs, capital expenditures other than equipment, student transportation

other than as allowed in subrule 98.45(1), or administrative costs.

ITEM 15. Amend rule 281—
98.60(24,29C,76,143,256,257,274,275,276,279,280,282,283A,285,

291,296,298,298A,300,301,423E,423F,565,670) as follows:

281—

98.60(24,29C,76,143,256,257,274,275,276,279,280,282,283A,285,291,296,298,298A,30
0,301, 423E,423F,565,670) Levies and funds. Tax levies or funds that are required by law
to be expended only for the specific items listed in statute shall be accounted for in a similar
way to categorical funding. Each fund is mutually exclusive and completely independent
of any other fund. No fund shall be used as a clearing account for another fund, no fund
may retire the debt of another fund unless specifically authorized in statute, and transfers

between funds shall be accomplished only as authorized in statute or as approved by the

school budget review committee. Public funds shall not be used for private purposes.

ITEM 16. Amend rule 281—

98.61(24,143,257,275,279,280,285,297,298,298A,301,473,670) as follows:

281—98.61(24,143,257,275,279,280,285,297,298,298A,301,473,670) General fund. All
moneys received by a school corporation from taxes and other sources shall be accounted
for in the general fund, except moneys required by law to be accounted for in another fund.
If another fund specifically lists an expenditure to that other fund, it is assumed not to be
appropriate to the general fund unless statute expressly states that it is an appropriate

general fund expenditure. Each school district and each area education agency shall have

19



only one general fund.

98.61(1) Sources of revenue in the general fund. Sources of revenue in the general fund
include all moneys not required by law to be accounted for in another fund and interest on
the investment of those moneys. Proceeds from the sale or disposition of property other
than real property, proceeds from the lease of real or other property, compensation or rent
received for the use of school property, sales of school supplies, and sales or rentals of
textbooks shall be accounted for in the general fund. Proceeds for loans for equipment
pursuant to lowa Code section 279.48, federal loans for asbestos projects pursuant to lowa
Code section 279.52, or loans for energy conservation projects pursuant to lowa Code
section 473.20 may be accounted for in the general fund. Any revenue or receipt described

in law as “miscellaneous income” or related to the modified aHewable—growth

supplemental amount is restricted to the general fund.

98.61(2) Appropriate uses of the general fund. Appropriate expenditures in the general
fund include, but are not limited to, the following:

a. tom. No change.

n. Funding asbestos projects including the costs of inspection and reinspection,
sampling, analysis, assessment, response actions, operations and maintenance, training,
periodic surveillance, and developing of management plans and record-keeping
requirements relating to the presence of asbestos in school buildings and its removal or

encapsulation as authorized by the school budget review committee in the case of a school

district.
0. tog. Nochange.

r. Start-up costs, other than land purchase, for the first year of a new student

20



construction program.

F—S. Paying any other costs not required to be accounted for in another fund.

98.61(3) Inappropriate uses of the general fund. Inappropriate expenditures in the
general fund include the following:

a. Purchasing land or improvements etherthanland-forstudent-constructionprojects.

b. toh. No change.

98.61(4) No change.

ITEM 17. Amend rule 281—98.62(279,296,298,670) as follows:

281—98.62(279,296,298,670) Management fund. The purpose of this fund is to pay the
costs of unemployment benefits; early retirement benefits; insurance agreements; liability
insurance to protect the school districts from tort liability, loss of property, and
environmental hazards; and judgments or settlements relating to such liability. The
authority to establish a management fund is available to school districts but not to area
education agencies.

98.62(1) No change.

98.62(2) Appropriate uses of the management fund. Appropriate expenditures in the
management fund include the following:

a. tod. No change.

e. Costs of early retirement benefits to employees under lowa Code section 279.46 to
pay a monetary bonus, continuation of health or medical insurance coverage, or other
incentives for encouraging employees to retire before the normal retirement date for

employees within-the-agerange-of 55 to-65 years of age or older who notify the board of

directors prior to April 1 of the fiscal year that they intend to retire not later than the start
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of the next following school calendar.
f. toh. No change.

98.62(3) No change.

ITEM 18. Amend rule 281—98.64(279,283,297,298) as follows:

281—98.64(279,283,297,298) Physical plant and equipment levy (PPEL) fund. The
physical plant and equipment levy (PPEL) consists of the regular PPEL not to exceed $0.33
per $1000 of assessed valuation and a voter-approved PPEL not to exceed $1.34 per $1000
of assessed valuation, for a total of $1.67. The authority to establish a PPEL fund is
available to school districts but not to area education agencies.

98.64(1) No change.

98.64(2) Appropriate uses of the PPEL fund. Appropriate expenditures in the PPEL
fund include the following:

a. tog. Nochange.

r. Purchase of land as part of start-up costs for a new student construction program or

if the sale proceeds of the previous student construction were insufficient to purchase land,

but not for materials and supplies for a facility intended to be sold.

s. Construction materials and supplies for a student-constructed building or shed

intended to be retained by and used by the district.

t. Demolition of a district-owned building.

u. Improving buildings or sites for the purpose of accessing digital

telecommunications over multiple channels, often referred to as broadband.

98.64(3) Inappropriate uses of the PPEL fund. Inappropriate expenditures in the PPEL

fund include the following:
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a. Student construction materials and supplies for a facility intended to be sold.

b. tog. Nochange.

ITEM 19. Amend rule 281—98.69(76,273,298,298A,423E,423F) as follows:

281—98.69(76,273,298,298A ,423E,423F) Capital projects fund. Capital projects funds
are used to account for financial resources to acquire or construct major capital facilities
and to account for revenues from the previous local option sales and services tax for school
infrastructure and the current state sales and services tax for school infrastructure. Boards
of directors of school districts are authorized to establish more than one capital projects
fund as necessary.

98.69(1) No change.

98.69(2) Appropriate uses of the capital projects fund.

a. Appropriate expenditures in a capital projects fund, excluding state/local option
sales and services tax for school infrastructure fund, include the following:

(1) to (3) No change.

(4) Improving buildings or sites for the purpose of accessing digital

telecommunications over multiple channels, often referred to as broadband.

b. Appropriate expenditures in the state/local option sales and services tax for the
school infrastructure capital projects fund shall be expended in accordance with a valid
revenue purpose statement if a valid revenue purpose statement exists, otherwise
appropriate expenditures include the following in order:

(2) to (6) No change.

(7) Improving buildings or sites for the purpose of accessing digital

telecommunications over multiple channels, often referred to as broadband.
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98.69(3) Inappropriate uses of the capital projects fund. Inappropriate expenditures in
a capital projects fund include student-censtruction—er any expenditure not expressly
authorized in the lowa Code. Additionally, expenditures from the state/local options sales
and services tax supplemental school infrastructure amount for new construction or for
payments for bonds issued for new construction in any district that has a certified
enrollment of fewer than 250 pupils in the district or a certified enrollment of fewer than
100 pupils in the high school without a certificate of need issued by the department of
education. This restriction does not apply to payment of outstanding general obligation
bonded indebtedness issued pursuant to lowa Code section 296.1 before April 1, 2003.
This restriction also does not apply to costs to repair school buildings; purchase of
equipment, technology or transportation equipment authorized under lowa Code section
298.3; or for construction necessary to comply with the federal Americans With
Disabilities Act. Expenditures from the state/local options sales and services tax revenues
have the same restriction as expenditures from the supplemental school infrastructure

amount, excluding the restriction on payments for bonds issued for new construction.

ITEM 20. Renumber rules 281—98.71(256B,257,298A) to 281—98.77(298A) as

281—98.72(256B,257,298A) to 281—98.78(298A).

ITEM 21. Adopt the following new rule 281—98.71(298A):

281—98.71(298A) Entrepreneurial education fund. The entrepreneurial education fund
is used to enhance student learning by encouraging students to develop and practice
entrepreneurial skills at an early age and to foster a business-ready workforce in this state.
A school corporation may establish an entrepreneurial education fund at the request of a

student organization or club and upon approval by the school board.
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98.71(1) Sources of revenue in the entrepreneurial education fund. Sources of revenue
in the entrepreneurial education fund shall consist only of moneys earned through
entrepreneurial activities or returns on investments made for entrepreneurial purposes by
the student organization or club, private donations and private contributions, and any
interest earned on such moneys that are deposited in the fund. At the request of a student
organization or club and upon approval by the school board, a school corporation shall
transfer moneys in a student activity fund established under lowa Code section 298A.8, for
deposit by the student organization or club in an entrepreneurial education fund. However,
a school corporation shall not transfer such moneys unless the moneys are attributable
through appropriate documentation to the specific student organization or club and unless
the student organization or club shows through appropriate documentation that the student
organization or club earned the moneys through entrepreneurial activities of starting,
maintaining, or expanding a business venture, including a seasonal business venture, or
rendering other labor or services in return for compensation. Entrepreneurial activities do
not include charitable contributions or other donations or gifts received by the student
organization or club for which no labor or services are rendered.

98.71(2) Appropriate uses of the entrepreneurial education fund. Appropriate uses of
the entrepreneurial education fund are limited to expending only for investments made, or
activities undertaken, for board-approved entrepreneurial purposes which include investing
in a start-up company, early-stage company, or existing company developing a new
product or new technology if the investment is in keeping with the education program of
the school corporation; if the student organization or club or its members will, as a stated

condition of the investment, take an active role in the company which active role directly
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relates to and furthers the educational purposes for which the student organization or club
is established; and if a reasonable return upon the investment is expected.

98.71(3) Inappropriate uses of the entrepreneurial education fund. A student
organization or club shall not invest moneys from an entrepreneurial education fund for an
entrepreneurial purpose in which a member of the student organization or club, an advisor
or supervisor of the student organization or club, or an immediate family member of such
persons, has a financial interest.

98.71(4) Fund closure. An entrepreneurial education fund may be closed at the request
of the student organization or club for which the school corporation established the fund.
All moneys in the fund on the date of closure and any subsequent return on an investment
made with moneys from the fund shall be deposited in the school district’s student activity

fund.

ITEM 22. Amend renumbered rule 281—98.72(256B,257,298A) as follows:

281—98.72(256B,257,298A) Special education instruction fund. The special education
instruction fund is used to account for the revenues and expenditures of the special
education instructional program that an area education agency provides for its member
districts under lowa Code subsection 273.9(2). This does not include special education
support services as provided by lowa Code subsection 273.9(3) which are accounted for in
the general fund.

98.72(1) Sources of revenue in the special education instruction fund. Sources of
revenue in the special education instruction fund include tuition—charged sales of

instructional services to districts with students in the special education instruction program

and interest on the investment of those moneys.
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98.72(2) Appropriate uses of the special education instruction fund. Appropriate
expenditures in the special education instruction fund include those authorized to a school

district pursuant to lowa Code chapter 256B and 281—Chapter 41 and included in the

written agreement with the school districts.

98.72(3) Inappropriate uses of the special education instruction fund. Inappropriate
expenditures in the special education instruction fund include expenditures not allowed to
school districts pursuant to lowa Code chapter 256B and 281—Chapter 41, expenditures

for special education support services provided pursuant to lowa Code subsection 273.9(3),

or expenditures for costs not included in the written agreement with the school districts.

ITEM 23. Amend renumbered rule 281—98.73(282,298A) as follows:

281—98.73(282,298A) Juvenile home program instruction fund. The juvenile home
program instruction fund is used to account for the revenues and expenditures for the
educational program for students residing in juvenile homes as provided by lowa Code
section 282.30. The juvenile home program supplements, but does not supplant,
expenditures required of an area education agency under lowa Code chapter 273. Revenues
and expenditures related to federal or state grants serving students in the juvenile homes
that supplement, rather than supplant, the juvenile home program are included in the

general fund, rather than the juvenile home fund. Educational program costs for students

served pursuant to individualized education programs (IEPs) shall not be included in the

claim described in lowa Code section 282.31 in lieu of billing those costs to the resident

district. Educational program costs for out-of-state resident students shall not be included

in the claim described in lowa Code section 282.31 in lieu of billing those costs to the

resident state agency. The area education agency (AEA) is responsible for stewardship of

27



public funds and ensuring that all costs are ordinary and necessary costs of instruction and

that classrooms are not overstaffed for the number of students. The AEA shall compare its

costs, services, and staffing to the costs, services, and staffing of a similar classroom in the

school district in which the juvenile home is located to ensure that they are comparable.

98.73(1) Sources of revenue in the juvenile home program instruction fund. Sources of
revenue in the juvenile home program instruction fund include an advance paid pursuant

to lowa Code section 282.31, tuition billed to lowa resident districts or to out-of-state

agencies, grants in aid and interest on the investment of those moneys.
98.73(2) Appropriate uses of the juvenile home program instruction fund. Appropriate
expenditures in the juvenile home program instruction fund inelude are ordinary and

necessary expenditures approved by the department to provide an instructional program to

students residing in juvenile homes: and include:

a. Salary and benefits for classroom teachers and aides providing instruction to

students placed in a juvenile home.

b. Professional development which is specific to strategies to meet the needs of

students in placement for all classroom teachers and aides working with students placed in

a juvenile home.

c. Research-based resources, materials, software, supplies, and equipment, and

purchased services that are customarily considered instructional and that meet all of the

following criteria:

(1) Meet the needs of school-age students placed in juvenile homes,

(2) Will remain with the AEA juvenile home program, and

(3) Do not duplicate support services responsibilities of the AEA or the responsibilities
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of the juvenile home in its agreement with the placement agencies.

d. Summer school when necessary for a valid, established educational reason such as

being included in the student’s IEP or required pursuant to lowa Code section 279.68.

e. Student support and instructional support expenditures to the extent that they are

exclusively devoted to the juvenile home instructional program and are not administrative

or clerical. This would include quidance services, curriculum development and

instructional technology.

f. Administrative support to the extent the administrator is exclusively assigned to the

juvenile home locations and is exclusively providing school-level administrative services

directly for the student placed in the juvenile home or the classroom teachers. If the

administrator is assigned part-time to the juvenile home locations, then the portion of time

that is exclusively and directly related to the juvenile home instructional programs may be

charged to the program, but the portion of time that is related to other purposes shall not.

The total administrative cost shall not exceed 10 percent of the total of all allowable costs

for the juvenile home program.

g. When the students are not required by the placement agency to remain at the

juvenile home facility and the juvenile home has no responsibility for treatment in its

agreement with the placement agency beyond custodial care, then rent may be allowed.

Rent must be approved by the department. The space must be classroom space occupied

exclusively by the AEA’s instructional program and not include restrooms or any other

common spaces. Only if rent is approved may any costs for operation or maintenance of

that classroom space be allowed. The total administrative cost in paragraph 98.73(2) “f”

and the total of rent and associated operation and maintenance shall not exceed 20 percent
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of the total of all allowable costs for the juvenile home program.

h. Transportation provided by the AEA exclusively to transport students placed at the

juvenile home to the students’ resident school districts located in lowa or to the school

district in which the juvenile home is located.

98.73(3) Inappropriate uses of the juvenile home program instruction fund.
Inappropriate expenditures in the juvenile home program instruction fund include the
following:

a. andb. No change.

c. Costs related to the juvenile home facility, its responsibilities under lowa Code or

its agreements with the placement agencies.

d. Costs that were or could have been filed with Medicaid for reimbursement.

c— €. Debt service.

& f. Capital outlay related to facilities. This includes any costs for facility

acquisition or construction services, including remodeling and facility repair.

g. Support services that are AEA responsibilities pursuant to lowa Code.

h. Rental when adequate space is available at the AEA or at the district of location or

when the students require treatment provided by the juvenile home or are required to

remain at the juvenile home pursuant to the agreement between the juvenile home and the

placement agency.

i. Costs of an audit.

i. Indirect costs.

ITEM 24. Amend renumbered rule 281—98.78(298A) as follows:

281—98.78(298A) Other enterprise funds. Enterprise funds are used to account for any
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activity for which a fee is charged to external users for goods and services. Enterprise funds
are required to be used to account for any activity whose principal revenue sources are fees
and charges to recover the costs of providing goods or services where those fees and
charges are permitted by the lowa Code. Funds discussed in rules 281—98.73
98.74(283A,298A) through 281—98-#6 98.77(298A) are enterprise funds. In addition,
enterprise funds include those activities related to community service enterprises or
enterprises that support the school curricular program. Community service enterprises are
activities provided by the district for a fee to the general community or segment of the
community that are not in the PERL or library funds such as public libraries, community
pool, community wellness center, and community or adult education. Enterprises that
support the school program include activities such as a student farm, greenhouse,

cooperative purchasing, school stores, or major resale activities.
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