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WORKING CASH FUND AMENDMENTS


This week, Governor Pat Quinn signed into law House Bill 6041, a major revision of the working cash fund provisions of the School Code.  This is the bill we have been reporting on, and urging your support for, over the last several months.  Many of you sent letters to the Governor requesting that he sign it.


The bill, now Public Act 96-1277, makes the following clarifications and changes to Article 20 of the School Code:

· Permanent transfers of moneys from the working cash fund upon its abatement (i.e., partial abolishment) may go directly to any school district fund, and need not first be filtered through the educational fund.  This overrules a 2009 Illinois Appellate Court decision and restores a past practice.  However, when less than 0.05% of the district’s EAV is retained in the fund, the transfer must still go to the educational fund. 
· Prior abatement transfers to other funds which did not first go through the educational fund are legally validated, and cannot be used as the basis for tax rate objections.

· It is now clear that moneys transferred from the working cash fund, either via a temporary loan or by a permanent transfer, may not only go to any fund, but also be used for any school purpose, including capital projects.

· It is also now clear that a district’s working cash fund can be abolished, abated, re-created, or expanded “at any time”, provided, of course, that the district complies with legal taxing and debt limits.


The sum total effect of this legislation is to confirm a school district’s authority to use the working cash fund as it was always intended:  to avoid costly short term borrowing and to provide, within existing limitations, needed capital for expenses not covered by regular operating levies.


The idea for this legislation came from Sraga Hauser partner John Izzo.  John led the group of attorneys who drafted the bill and he personally testified on its behalf.  Credit also goes to your SCOPE, LEND, and ED-RED representatives – Peg Agnos and Erika Lindley – for their tireless efforts.  Finally, the bill’s sponsors, Representative Roger Eddy and Senator Maggie Crotty, provided the necessary leadership.  It was Senator Crotty who successfully rebutted the mischaracterizations about the bill from its opponents during the Senate debates.
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