
Proposed
Agreement

Between 

The City of Memphis 

Shelby County Government 

Memphis City Schools 

And 

Shelby County Trustee 

Regarding Replacement of 

Annual Operations and Maintenance Funding 

To

Memphis City Schools

By

Shelby County Government

  
AGREEMENT between the City of Memphis (“City”), Shelby County Government (“County”) Memphis City Schools (“MCS”), and the Shelby County Trustee (“Trustee”) (together the “Parties”) regarding replacement of annual operations and maintenance funding to Memphis City Schools by Shelby County Government which the City has in prior years provided.
WHEREAS the Tennessee Constitution guarantees to school children of this state the right to a free public education; and 


WHEREAS stable and adequate public funding is essential to the development and maintenance of an effective educational system throughout the City of Memphis; and

WHEREAS the sole purpose of public education funding is to provide adequate financial resources and support to each school district to provide the opportunity for a meaningful and enriching education to all students to enable them to function as productive citizens in the 21st Century and to accomplish other essential basic educational objectives required for students to grow and develop into productive adults in an increasingly global society; and

WHEREAS the Parties agree that $78,300,000 is the most recent amount of annual funding for operations and maintenance provided by the City to MCS and which MCS and the City desire the County to replace; and

 
WHEREAS it is the goal, determination, commitment and responsibility of the Shelby County Board of Commissioners (the “Commission”) to provide the adequate local financial resources and support for an excellent public education throughout Shelby County; and the City and MCS agree and support the County in these efforts.  

NOW THEREFORE, The following are agreements between the Parties:


1.
The County is hereby designated as the single local source of funding for MCS and desires to be solely responsible under the laws of the State of Tennessee for the total local support of operations and maintenance of MCS.


2.
Beginning January 1, 2010 and for every year thereafter MCS shall annually submit their current proposed budget for the next fiscal year to the County Mayor for review and comment on or before the 1st day of March, prior to each fiscal year, and MCS agrees to give due regard to the written comments of the County Mayor and Commission concerning their proposed budgets.


3.
If the Commission fails to approve the proposed budget for MCS by July 15th of the proposed budget fiscal year, the Commission and MCS may agree to participate in non-binding mediation, the cost and expense of such mediation being borne equally by MCS and the Commission.  Mediation between the County and MCS should be completed on or before the 10th day of August of the proposed budget fiscal year.  



4.
Notwithstanding the provisions of paragraphs (2) and (3) hereinabove, there shall be a seven (7) year transition period for single source funding by the County commencing with the fiscal year 2011 through the fiscal year 2017, inclusive.  During the transition period the County shall annually increase funds appropriated to MCS by an amount which is noted in Exhibit A to this Agreement, attached hereto and incorporated herein as if fully rewritten.  In consideration thereof, the City shall annually reduce the funds it appropriates to MCS by a corresponding amount, and the City shall—and absolutely must—concurrently reduce the City property tax rate by an amount equivalent and corresponding to the amount of increase in funding to the MCS provided by Shelby County in accordance with the provisions set forth in Paragraph 6 hereof, and as noted in Exhibit A hereto.  


5.
To the extent that Shelby County Government increases local funding during the FY2011 through FY2017 transition period to Memphis City Schools as noted above, Shelby County Government shall increase annual operations and maintenance funding to Shelby County Schools (SCS) during the seven year transition period according to the then current WFTEADA formula set forth in Tenn. Code Ann. § 49-3-315, said formula being the basis of allocation between MCS and SCS for operations and maintenance funding by the County.


6.
During the FY2011 through FY2017 transition period, the Memphis City Council (Council) shall concurrently reduce the City property tax rate by an amount equivalent and corresponding to the amount of increase in funding to the Memphis City Schools provided by Shelby County.  Such reduction in the City tax rate shall be as noted in Exhibit B hereto, attached hereto and incorporated herein as if fully rewritten.


7.
Commencing July 1, 2010, the Memphis City Council shall by resolution forever waive and cancel all existing capital debt service and costs then owed by MCS to the City.


8.
The Shelby County Board of Commissioners may issue more bonds as permitted under Tenn. Code Ann. § 49-3-1005(b)(c), commonly known as “rural school bonds,” to fund the capital needs of the Shelby County Schools.  Memphis City Schools agrees that the rural school bonds issued by the Shelby County Board of Commissioners shall not be subject to ADA allocation between such LEA and any special school district.  The Shelby County Board of Commissioners may also issue general obligation school bonds for capital needs of Memphis City Schools and Shelby County Schools, and the proceeds of all such general obligation bonds shall continue to be allocated between MCS and SCS as required by Tenn. Code Ann. § 49-3-1003(c)(1) and (2). 


9.
Future annexations by the City shall not trigger automatic school attendance transfers, thereby allowing for MCS and SCS to consider capital needs and availability and to plan for an orderly and efficient transition of students as MCS and SCS move toward permanent or ultimate boundaries.  The City shall provide MCS a minimum of 60 days notice of the initiation by City Council of any action toward annexation or the introduction of any annexation ordinance on first reading.  By action of law and state administrative decisions in accordance with Tenn. Code Ann. § 6-58-101 et seq., the ultimate permanent boundaries of MCS will include the land within the current City limits plus the reserve areas in Shelby County for the City.  Similarly and therefore the ultimate permanent boundaries of SCS will be Shelby County, less the area served by MCS.  


10.
Nothing in this Agreement shall be construed to permit the County or the City to supplant local funds provided to MCS and/or SCS with state funds.  


11.
Nothing in this Agreement shall be deemed, construed or applied to terminate the legal status or existence of the Memphis City Schools or the Shelby County Schools.


12.
Nothing in this Agreement shall authorize the merger or consolidation of MCS with SCS.  The Parties hereto agree that they do not desire or want this Agreement to be used to support the merger/or consolidation of MCS with SCS.


13.
a.
The County will establish an “Education Trust Fund” solely for the support of operations and maintenance of MCS and SCS.



b.
The Commission may by resolution set a “cap” or limit on the amount of “surplus tax proceeds” MCS and SCS are entitled or permitted to receive in a given fiscal year.




c.
“Surplus tax proceeds” is defined as any and all amounts received, generated, collected or derived within the current fiscal year from a property tax levy designated, allocated and appropriated for school operation and maintenance purposes, including all other local tax collections within the current fiscal year, if any, designated, allocated and appropriated for school operation and maintenance purposes for MCS and SCS that exceed the local maintenance of effort requirement for education funding mandated by Title 49, Chapter 3 or other law.




d.
If property tax revenue received, generated, collected or derived within the current fiscal year that is designated, allocated and appropriated for school operations and maintenance, together with revenue received, generated, collected or derived within the current fiscal year from other local taxes, if any, designated, allocated and appropriated for school operations and maintenance purposes are insufficient to meet and fully satisfy the maintenance of effort requirement described in division (c) hereof, the Commission shall within a reasonable time during the current fiscal year allocate and appropriate funds from other appropriate sources an amount sufficient to fully and completely satisfy the local maintenance of effort requirement.




e.
The cap authorized by division (b) hereof shall be 1.5 percent (1.5%) of the surplus tax proceeds received, collected or generated by the property tax within a fiscal year and designated, allocated and appropriated for school operation and maintenance purposes and all other local taxes received, collected or generated, if any, designated and allocated for school operation and maintenance purposes within the same fiscal year.




f.
All local property tax revenue generated or collected for school operations and maintenance and all other local generated or collected taxes, if any, designated for school operations and maintenance in excess of the cap established by resolution of the Commission shall be placed into the Education Trust Fund.  No tax proceeds, funds or moneys deposited or placed into the Education Trust Fund from any source, whatsoever, or interest or credit generated from such proceeds, funds or moneys deposited or placed into the Education Trust Fund, can be allocated, pledged, encumbered, appropriated or used for any purpose whatsoever except for the direct and exclusive support of local school operations and maintenance. 




g.
The Trustee shall have sole authority to manage and control the Education Trust Fund, and shall ensure that all funds placed or deposited in or interest or credits derived from the Education Trust Fund shall be exclusively used for the purpose of support of school operations and maintenance for MCS and SCS.  




h.
The Trustee shall provide for a current detailed accounting of all funds in the Education Trust Fund to include, but not limited to, the fund balance, interest earned, deposits made and withdrawals, specifically indicating the amount paid to MCS and SCS and the specific date of such payment.  A summary of such current accounting shall be made available on the website of the Trustee, and a full detailed accounting of all funds in the Education Trust Fund shall be available, with such redactions as required by law, to any citizen of Shelby County at the office of the Trustee during business hours.


14.
MCS and the City are currently in a legal dispute styled The State of Tennessee, ex rel. The Board of Education of the Memphis City Schools v. Memphis City Council and the City of Memphis (Chancery No. CH-08-1139) (Thirtieth Judicial District at Memphis) (the “litigation”) regarding the City's responsibility to provide local funding for operation and maintenance to MCS.  Nothing herein is intended to prejudice the position of the City or MCS in its current legal dispute.  The County deems it important to its obligation for public school funding that the litigation be decided by the state’s highest court and MCS and the City agree to prosecute their positions to a full conclusion in the state courts.


15.
If the Supreme Court, or if not, an appellate court, decides that the City is obligated to fund MCS per the “maintenance of effort” or other requirements of state law, then the County by operation of this Agreement shall provide that financial support required by the City commencing the date set forth in such court order.


16.
If after FY2017 the City decides to provide financial support to MCS for any purpose whatsoever, the County will not be obligated to later replace that funding, Paragraph 15 above notwithstanding.  However, after FY 2017 the City shall under no circumstances provide any financial support to MCS for any purpose whatsoever without prior approval of the Shelby County Commission, evidenced by a duly adopted Resolution authorizing such contribution of financial support to MCS by the City.


17.
Nothing herein will prevent the County after FY2011 from providing additional funding to MCS and SCS in accordance with the WFTEADA formula.


18.
Nothing herein will prevent MCS and SCS from negotiating a different ADA funding formula for funds provided by the County, to the extent authorized by law.


19.  
The provisions of this Agreement are not severable, and if any one or more provisions are held invalid, such invalidity shall negate all the provisions of this Agreement. 

20.  
The Commission may waive Para. 19 hereof by a two-thirds vote. 


21. 
Funding increases by the County to MCS pursuant to the provisions of this Agreement shall conform with current state law with respect to the County’s obligation to appropriate funding to SCS.


22.
This Agreement shall take effect January 1, 2010.


IN WITNESS WHEREOF, the Parties hereto have executed this Agreement effective as of the Date this instrument is signed by the Shelby County Mayor, having first been duly authorized by Resolution of the Shelby County Board of Commissioners.

CITY OF MEMPHIS, TENNESSEE

SHELBY COUNTY, TENNESSEE

By: __________________Date:_________ 

By: ___________________Date:________


Mayor 





County Mayor

APPROVED AS TO FORM  


APPROVED AS TO FORM 

By: ________________________________  
By:________________________________


City Attorney





County Attorney

MEMPHIS CITY SCHOOL DISTRICT 

TRUSTEE, SHELBY COUNTY

By: ___________________ Date: _________ 
By: __________________ Date: ________


President, Board of Commissioners 

Trustee

APPROVED AS TO FORM  

By: _________________________________


General Counsel
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