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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 585 %5~

| NTRODUCED BY GODSHALL, CALTAGQ RONE, CRElI GHTON, EVERETT,
HERSHEY, HUTCH NSON, D. O BRI EN, PETRI, PYLE, REI CHLEY,
SONNEY, WATSON AND @ BBONS, MARCH 6, 2007

REFERRED TO COWM TTEE ON EDUCATI ON, MARCH 6, 2007
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AN ACT
Amendi ng the act of March 10, 1949 (P.L.30, No.14), entitled "An
act relating to the public school system including certain
provi sions applicable as well to private and parochi al
school s; anendi ng, revising, consolidating and changi ng the
laws relating thereto,"” further providing, as relates to

di stressed school districts, when district distressed and for

speci al board of control, petition and appointnents; and

provi di ng for public school expenditure accountability.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 691(a) of the act of March 10, 1949
(P.L.30, No.14), known as the Public School Code of 1949,
anmended April 27, 1998 (P.L.270, No.46), is anended to read:

Section 691. Wen District Distressed.--(a) A school
district shall be deened to be distressed when any one of the
foll owi ng circunstances shall arise and the Secretary of
Education, after proper investigation of the district's
financial condition, the admnistrative practices of the board
and such other matters deened appropriate by the Secretary of

Education, has issued a certificate declaring such district in



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

financial distress:

(1) The salaries of any teachers or other enployes have
remai ned unpaid for a period of ninety (90) days.

(2) The tuition due another school district remains unpaid
on and after January first of the year follow ng the school year
it was due and there is no dispute regarding the validity or
amount of the claim

(3) Any amount due any joint board of school directors under
a joint board agreenent remains unpaid for a period of ninety
(90) cal endar days beyond the due date specified in the joint
board's articles of agreenent.

(4) The school district has defaulted in paynment of its
bonds or interest on such bonds or in paynent of rentals due any
authority for a period of ninety (90) cal endar days and no
action has been initiated within that period of time to nake
paynent .

(5) The school district has contracted any | oan not
aut hori zed by | aw.

(6) The school district has accunmul ated and has operat ed
with a deficit equal to two per centum (2% or nore of the
assessed val uation of the taxable real estate within the
district for two successive years.

(7) A new, nerged or union school district has been forned
and one or nore of the former school districts which conpose the
merged or union school district was a distressed school district
at the time of the formation of the nerged or union school
district.

(8) The school district has failed to neet the provisions of

section 605-A(a) related to its | evel of operational

expendi tures for services that directly affect student
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achi evenent .

* * %

Section 2. Section 692 of the act, anended Decenber 9, 2002
(P.L.1472, No.187), is anended to read:

Section 692. Special Board of Control; Petition;

Appoi nt mrent s. - -[ Whenever] Except as provided in section

691(a)(8), whenever on the basis of a proper investigation as

herein provided for, the Secretary of Education has declared a
school district of the first class A second class, third class
or fourth class to be a distressed school district under section
691(a), he or his designated representative who shall be a
person trained in public school adm nistration, possessing the
certification prerequisites demanded of a district or assistant
superintendent, or holding in the Departnment of Education the
rank of Deputy Secretary, shall petition the court of common

pl eas of the county in which such district, or the |argest part
in area, is located to appoint two citizens who shall be
qualified el ectors and taxpayers in the county in which the
school district is |ocated. School directors and enpl oyes of any
such school district shall be ineligible for appointnent by the
court. The appoi ntees, together with the designated
representative of the Secretary of Education, shall constitute a
speci al board of control and shall serve for ternms of five
years. No nmenber of the board nay be renoved from office during
a term except that the Secretary of Education nmay upon clear
and convinci ng evidence of nalfeasance or m sfeasance in office
renmove a nenber prior to the expiration of the term Before a
menber of the board is renoved, that nmenber nust be provided
with a witten statement of the reasons for renoval and an

opportunity for a hearing in accordance with 2 Pa.C.S. Ch. 5
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Subch. A (relating to practice and procedure of Comonweal th
agencies) and Ch. 7 Subch. A (relating to judicial review of
Commonweal t h agency action). Vacanci es occurring because of
deat h, renmpoval or resignation of nmenbers of the board shall be
filled wwthin thirty (30) days of the creation of the vacancy in
the manner in which that position was originally filled. A
menber of the board shall hold office until a successor is
appoi nted and qualified. The special board of control shal
assume control of the affairs of the district and operate it in
the place of the school directors during the period necessary to
reestablish a sound financial structure in the district. The
costs of the court proceedings shall be paid by the Departnent
of Educati on.

Section 3. The act is anmended by adding an article to read:

ARTICLE VI -A

PUBLI C SCHOOL EXPENDI TURE ACCOUNTABI LI TY

Section 601-A. Short title.

This article shall be known and nay be cited as the Public

School Expendi ture Accountability Act.

Secti on 602-A. Legi sl ati ve decl arati on.

The CGeneral Assenbly finds and decl ares as foll ows:

(1) It is the responsibility of the General Assenbly to

provi de for the mai ntenance and support of a thorough and

efficient system of public educati on.

(2) Operational expenditures by school districts

maxi m ze the quality of each student's educati onal

experi ence.

(3) This Commpbnwealth's public school students have the

right to realize the i nmedi ate effects of additi onal

resources, whether these resources are provi ded through new
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or reall ocated funding, that are focused on services that

directly affect each student's achi evenent.

(4) Taxpayers, including parents and busi ness owners in

each school district, have a right to know whether their tax

dollars are bei ng appropri ately budgeted and spent by their

school districts to provide students with an opportunity for

a quality educati on.

(5) To ensure accountability in school district

budgeti ng to taxpayers and students, it is necessary to

requi re each school district to spend a nm ni nrum percent age of

its operati onal expenditures on services that directly affect

student achi evenent.

Secti on 603- A Definitions.

The foll owi ng words and phrases when used in this article

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Departnent." The Departnent of Educati on of the

Commpnweal t h.

"Operati onal expenditures." Al expenditures nmade by a

school district within a single fiscal year, with the excepti on

of the foll owi ng expenditures related to types of revenues:

(1) Money required to be set aside to |liquidate the

i ndebt edness of a di stressed school district pursuant to

secti on 694.

(2) MNMoney received for capital constructi on pursuant to

secti on 690.

(3) Paynents nmade to a charter school or cyber charter

school pursuant to section 1725-A

(4) Money set aside for the school district's desi gnated

reserve fund pursuant to secti on 690.

20070H0585B0651 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(5) Local revenues received through | ocal bond

el ections, including interest earni ngs and specific ownership

taxes related to bond redenpti on funds.

(6) Bond redenption funds.

(7)) Federal, State, |local and private funds recei ved for

a desi gnated purpose that are unrelated to services that

directly affect student achi evenent.

(8) Trust and agency funds recei ved for a desi gnat ed

(9) Internal service funds, as such funds are defi ned by

general |l y accepted accounting principals for governnments,

with the exception of property tax revenues or all ocations

attributable to the General Fund and the correspondi ng

expendi tures of such property taxes or all ocations.

"Services that directly affect student achi evenent."

(1) Prograns and services funded by a school district's

total budget during a fiscal year that have an i nmedi ate

effect on the quality of a student's educati onal experience,

i ncluding, but not linmted to:

(i) Salaries and benefits of professional school

personnel who hold State-issued |icenses or

certifications, including, but not limted to,

princi pals, assistant principals, teachers, substitute

t eachers, school librarians, school counsel ors, school

nurses, school psychol ogi sts and school soci al workers.

(ii) Salaries and benefits of school support

personnel who do not hold professional |icenses or

certifications, including, but not limted to,

par apr of essi onal s, bus drivers, food service enpl oyees

and athl etic coaches.
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(iii) Supplies, materials, equipnent and technol ogy

i ntended to serve an instructi onal purpose.

(iv) Instructional services purchased by a school

district fromindividuals or entities outside the school

district.

(v) Nonnmandated instructi onal services provided

t hr ough preschool, full-day ki ndergarten, tutoring and

ext ended-day prograns.

(vi) Certain support services provided at the school

| evel , including:

(A) Instructional support, including, but not

limted to, the coordi nati on, delivery, eval uation

and technol ogi cal support of teacher training and

pr of essi onal devel opnent, curri cul um devel opnent and

student testing.

(B) Student support, including, but not |limted

to, the coordi nati on, delivery, evaluation and

t echnol ogi cal support of coll ege pl acenent services,

student health care and nedi cal services, nutritional

servi ces and attendance and ot her student

recor dkeepi ng servi ces.

(C) Food services for students.

(D) Transportation for students.

(E) Tuition paid on behalf of students placed in

residential facilities within this Comonweal th or

out-of-State as a result of being adjudi cated

del i nguent pursuant to Article XIIl or as part of the

student's individualized educati on pl an devel oped

pursuant to 22 Pa. Code, Ch. 14 (relating to speci al

educati on services and prograns).
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(2) The term does not include:

(i) Central school district office services and

busi ness, including, but not limted to, accounting,

budgeti ng, payroll, receiving, purchasing, planning,

recruiting, human resources adnmini stration, risk

managenent adm ni strati on and communi cati ons.

(ii) General school district adm nistration,

i ncluding, but not linmted to:

(A) Salaries and benefits of school district

superi ntendents, assi stant superi ntendents and ot her

per sonnel associated with central school district

office services and busi ness services, as these

services are described in clause (B).

(B) Adnministration functions, including, but not

limted to, costs associated with the board of schoo

directors, legal matters, audits and el ecti ons.

(iii) Operations and nmai nt enance of facilities,

including, but not linmted to, utilities, debt service,

property i nsurance paynents, nmintenance and repair of

bui | di ngs, grounds, ventilation systens, equi pnent and

security systens and the sal ari es and benefits of

cust odi al nmi nt enance and grounds personnel .

Secti on 604-A. Annual budget reporting.

(a) Filing of annual budget.--Each school district shal

prepare an annual budget as required by section 687 and file

t hat budget with the departnment by June 30, 2008, and by June 30

of each year thereafter

(b)Y Standard format.--The departnent shall designate a

standard format for the school district's annual budget by July

1, 2008, which pernmits the school district and the departnment to
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cal cul ate the percentage of operati onal expenditures on services

that directly affect student achi evenent.

(c) Summary information.--The standard format for the annual

budget shall sunmari ze revenues by revenue source and shal

sunmari ze expendi tures by function, fund and obj ect.

(d) Consistency of format.--Begi nning with the 2008-2009

school vyear, the annual budget report format desi gnated by the

departnent shall be substantially consistent fromyear to year.

Secti on 605-A. Expendi tures on student services.

(a) Requirenent.--Except as otherwi se provided in section

606- A(b), in 2008-2009 school year and i n each school year

thereafter, each school district shall spend at | east 65%of its

operati onal expenditures on services that directly affect

student achi evenent. Expenditures by a charter school within a

school district shall not be consi dered expendi tures by that

school district.

(b)Y Departnent determ nati on.--The departnent shall annually

deterni ne whether a school district has satisfied the

operati onal expenditures requirenent specified in subsection

(a). The departnent shall base this determnm nati on upon the

financial audit of the school district's budget conducted by the

Audi tor General and not upon the annual budget prepared by the

school district pursuant to secti on 687.

(1) Before Decenber 31, 2009, and before Decenber 31 of

each yvear thereafter, the departnment shall report to each

menber of the General Assenbly a list of all school districts

in this Conmonweal th that:

(i) failed in the preceding school year to satisfy

t he operati onal expenditures requirenent specified in

subsection (a); and
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(ii) are not exenpt fromthe operational

expendi tures requi renent specified in subsection (a) as

result of a waiver issued pursuant to secti on 606-A(b).

(2) The General Assenbly nmy i npose sancti ons upon a

school district that fails to satisfy the operati onal

expendi tures requi renent specified in subsection (a) unl ess

the school district is exenpt fromthe requirenmnent or a

wai ver issued pursuant to secti on 606-A(b).

Secti on 606- A. Enf orcenent, wai vers and | ocal el ections.

(a) Operational expenditure increase.--Except as ot herw se

provided i n subsection (b), if a school district fails to

sati sfy the operati onal expenditures requirenent specified in

section 605-A(a) in the 2008-2009 school year or a school year

thereafter, the school district shall increase its operational

expendi tures on services that directly affect student

achi evenent by a mininumof 2% of its total operational

expendi tures each year until the school district satisfies the

operati onal expenditures requirenment. Failure to do so wl|

subj ect the school district to a declaration of distressed

district by the Secretary of Educati on under section 691.

(b) \Waiver. --

(1) A school district that has failed to satisfy the

operati onal expenditures requirenment specified in section

605-A(a) may apply to the departnment for a waiver, excusing

the school district fromconpliance with the operati onal

expendi tures requirenent.

(2) A school district that applies for a wai ver pursuant

to this subsection shall specify in the application the

manner in which it shall conply with the intent of the

operati onal expenditures requirenment and shall be accountabl e
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1 to the departnent for such conpliance.

2 (3) If a school district that has failed to neet the

3 operational expenditures requirenent specified in section

4 605- A(a) applies to the departnent for a waiver pursuant to
5 this subsection, the departnent nmay approve a one-year waiver
6 excusing the school district fromconpliance with the

7 operational expenditures requirenent. The district nmay

8 reapply for such a waiver for not nore than three consecutive
9 years.

10 (4) The departnent may identify criteria for approval or
11 deni al of a waiver.

12 (5) If the departnent grants a waiver to the school

13 district pursuant to this subsection, the departnent nay

14 orally notify the school district of the decision to grant

15 the waiver. If the departnent denies a waiver to the school
16 district, the departnent shall notify the school district in
17 witing that the request has been denied and specify the

18 reasons for the denial.

19 (6) If the departnent grants a waiver to a schoo
20 district pursuant to this subsection, the waiver shall be
21 valid for one year, after which tinme the school district
22 shal | either
23 (i) Meet the operational expenditures requirenent.
24 (ii) Reapply to the departnent for another waiver.
25 Section 4. This act shall take effect July 1, 2008, or

26 inmmediately, whichever is later.
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