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AN ACT
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and i nposing additional powers and duties on the Departnent
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1 Section 501. Rules and regulations.

2 Section 502. Secretary.

3 Section 503. Severability.

4 Section 504. Authorized investnents for school district

5 funds.

6 Section 505. Effective date.

7 The General Assenbly of the Conmonweal th of Pennsyl vani a

8 hereby enacts as foll ows:

9 CHAPTER 1

10 CENERAL PROVI SI ONS

11 Section 101. Short title.

12 This act shall be known and may be cited as the "Public

13 School Finance Assistance Act.”

14 Section 102. Legislative findings and determ nation of policy.
15 It is hereby determ ned and declared as a matter of

16 legislative finding that:

17 (1) The welfare of the Cormonwealth is threatened by the
18 fact that sonme school districts nay not be able to find

19 adequat e fundi ng.
20 (2) The tax burden of the citizens of Pennsylvania is
21 already at a very high level of their incones.
22 (3) As the econony expands, and school enrollnents
23 stabilize or are reduced, the taxing authority of school
24 districts will be adequate to neet future expenses.
25 (4) The Commonweal th has a strong responsibility to
26 assist financially hard-pressed school districts in order to
27 pronote the educational opportunities of all of its citizens.
28 The Commonweal th recogni zes its obligation to assist these
29 school districts to restore financial stability by providing
30 t he gui dance of the Secretary of Education and paying the
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1 school districts for sonme of the costs associated with

2 restoring their financial health.

3 (5) The Commonweal th has a responsibility to pronote

4 educational opportunities by assisting school districts to

5 plan for long-termfinancial stability.

6 (6) Therefore, it is hereby declared to be the policy of
7 this Coomonwealth to create an authority to i ssue bonds and
8 to enact a programto:

9 (i) Loan noney to or purchase school buildings from
10 school districts for the purpose of assisting themin

11 achieving and naintaining fiscal stability;

12 (1i) Require the preparation of a financial plan by
13 school districts fromwhich school buildings are

14 purchased or qualify and apply for such | oans;

15 (i) Enmpower the Secretary of Education to nonitor
16 the finances of those school districts which qualify and
17 file financial plans and receive |loans or from which

18 school buildings are to be purchased;

19 (itv) Authorize the Secretary of Education to apply
20 sanctions to any school district participating in the
21 | oan program or from which school buildings are
22 pur chased, which fails to conply with its approved
23 fi nanci al plan.
24 Section 103. Definitions.
25 The foll ow ng words and phrases when used in this act shal
26 have, unless the context clearly indicates otherw se, the
27 nmeanings given to themin this section:
28 "Aut hority." The body politic and corporate created by this
29 act.
30 "Bond" or "bonds." Notes, or any renewal s thereof, bonds,

19770H1075B1637 - 4 -
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refundi ng bonds and ot her evi dences of i ndebtedness or
obl i gations of the authority.

"Departnment.” The Departnent of Educati on.

"School building." Includes, but shall not be limted to,
any structure used or useful for schools and pl aygrounds,
including facilities for physical education.

"School district." A school district as defined in the act
of March 10, 1949 (P.L.30, No.14), known as the "Public School
Code of 1949."

"Secretary."” The Secretary of Education.

"Unfunded debt of a school district." Hs—eoblgatiens ANY
OBLI GATI ON OF A SCHOOL DI STRICT of the same or a prior year,
properly contracted for current expenses (including tax
antici pati on notes) due and ow ng, which taxes and ot her
revenues of the school district remaining to be collected in the
fiscal year and funds on hand will not be sufficient to pay
wi thout a curtailnment of school district services to an extent
whi ch endangers the proper education of school children.

CHAPTER 2
PUBLI C SCHOOL FI NANCE ASSI STANCE AUTHORI TY
Section 201. Creation of authority.

(a) Menbers.--The CGovernor, the State Treasurer, the Auditor
Ceneral, the Secretary of Education, the Secretary of GCeneral
Services, the President pro tenpore of the Senate, the Speaker
of the House of Representatives, the mnority |eader of the
Senate, the mnority | eader of the House of Representatives, and
their respective successors in office are hereby created a body
corporate and politic, constituting a public corporation and
government instrunmentality by the nane of the "Public Schoo

Fi nance Assi stance Authority." The President pro tenpore of the

19770H1075B1637 - 5 -
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Senate and mnority | eader of the Senate and the Speaker of the
House of Representatives and mnority |eader of the House e OF <—
Representati ves may desi gnate any nmenber of the Senate or House,
respectively, to act in their stead to serve at the discretion
of the respective President pro tenpore or mnority |eader and
Speaker of the House of Representatives or mnority |eader. Such
desi gnees, if any, shall be the sane persons designated under
the "State Public School Building Authority Act." Said nmenbers
of the authority shall be entitled to no conpensation for their
services as nmenbers but shall be entitled to reinbursenent for
all necessary expenses incurred in connection with the
performance of their duties as nenbers.

(b) Termfor nenbers of CGeneral Assenbly.--The President pro
tenpore of the Senate and the Speaker of the House of
Representatives, the mnority | eader of the Senate and the
mnority | eader of the House of Representatives, shall continue
as nenbers of the authority until their respective successors in
of fi ce assunme such office, regardl ess of whether or not they
shal | have ceased to be nenbers of the Senate or the House of
Represent ati ves.

(c) Deputy permtted.--The merber MEMBERS of the authority <—
may authorize by witten proxy or authorization a personal
deputy to appear and act for themat a neeting and for the
pur poses specified in such witten proxy or authorization,
provi ded that a separate witten authorization or proxy shall be
required for each separate neeting.

Section 202. General powers.

The authority is hereby granted and shall have and may

exercise all the powers necessary or convenient for the carrying

out of the aforesaid purposes, including but without limting

19770H1075B1637 - 6 -



1 the generality of the foregoing, the follow ng rights and

2 powers:

3 (1) To have perpetual existence as a corporation;

4 (2) To sue and be sued, inplead and be inpl eaded,

5 conpl ain and defend, in all courts;

6 (3) To adopt, use and alter at will a corporate seal;

. L I : 1 "

8 (4) TO ACQUI RE, PURCHASE, HOLD, LEASE AS LESSEE AND USE
9 ANY PROPERTY, REAL, PERSONAL OR M XED, TANG BLE OR

10 i ntangi ble, or any interest therein (necessary or desirable)
11 for carrying out the purpose of the authority, and to sell,
12 | ease AS LESSOR, transfer and di spose of any property or any
13 interest therein at any time acquired by it;

14 4> (5) To make byl aws for the managenent and regul ation
15 of its affairs;

16 5> (6) To obtain only fromthe State Public School

17 Bui | ding Authority OR THE DEPARTMENT OF EDUCATION, for a fee,
18 t hose executive, fiscal and admi nistrative services, as nay
19 be required to carry out the functions of the authority under
20 this act;
21 6> (7) To ACQUI RE AND LEASE SCHOOL BUI LDI NGS AND TO
22 fix, alter, charge and collect rentals, and other charges for
23 the use of the facilities of, or for the services rendered by
24 the authority, at reasonable rates to be determned by it for
25 t he purpose of providing for the paynment of the expenses of
26 the authority, not provided for by appropriation by the
27 Commonweal th, or otherw se, the construction, inprovenent,
28 repair, equipping and furnishing, mintenance and operation
29 of its facilities and properties, the paynent of the
30 principal of, and interest on, its obligations, and to

19770H1075B1637 - 7 -
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fulfill the terns and provisions of any agreenents made wth
t he purchasers or hol ders of any such obligations OR <—
AGREEMENTS MADE W TH ANY SCHOOL DI STRICT AS PROVI DED FOR IN
TH S ACT;

A (8) To borrow noney for the purposes of making | oans <—
to school districts and purchasi ng public school buildings;

8} (9) To nmake loans to school districts in accordance <—

W th this—aet—oenrsuech THE terns and conditions as—+t—deenrs <—
desi+rable OF TH S ACT subject to the approval of the <—
secretary;

9> (10) To nmke and issue bonds and to secure the <—

paynment of all such bonds and to nake such agreenments with
t he purchasers or holders of all such bonds, or with others
in connection with all such bonds, whether issued or to be
i ssued as the authority shall deem advi sable, and in general
to provide for the security for all such bonds and the rights
of the holders thereof; and in connection therewith to enter
into a trust indenture, deed of trust, nortgage, or other
simlar security instrunment with any bank or trust conpany as
i ndenture trustee, trustee, mprtgage MORTGACEE or equivalent: <—
Provi ded, however, That each separate issue of bonds shall be
i ssued pursuant to a trust indenture, deed of trust, nortgage
or other simlar security instrunent, separate, distinct and
apart fromthat of each and every other issue of bonds:
Provided further, That a particular bank or trust conpany may
be designated by the authority as indenture trustee with
respect to nore than one trust indenture;
16> (11) Wthout limtation of the foregoing, to borrow <—
noney, and accept grants from and to enter into contracts,

| eases or other transactions with any Federal agency;

19770H1075B1637 - 8 -
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- (12) To pl edge, hypothecate, nortgage or otherw se <—
encunber, all or any of the school buildings, revenues or
recei pts of the authority as security for all, or any of the
obl i gations of the authority;
(13) TO CONDUCT A DESK AUDI T AND A PRE-AUDI T BY THE <—
STATE TREASURER | MMVEDI ATELY TO DETERM NE THE FI SCAL POSI TI ON
OF THE PH LADELPHI A SCHOCL DI STRI CT, ADDI TI ONALLY A PRE- AUDI T
SHOULD BE CONDUCTED ANNUALLY THEREAFTER TO ASSURE FI SCAL
ACCOUNTABI LI TY;
12> (14) To do all acts and things necessary or <—
convenient to carry out the powers granted to it by this act.
or—any—other—aets— <—
Section 203. Limtation on contracts.
No contract for the purchase, sale or |ease of schoo
buil dings or for the |oan of nobney, or for any other purpose,
shall be executed between the authority and school districts or
muni ci pality authorities created by school districts wthout
specific prior witten approval of the secretary.
Section 204. Leases, loans and transfer of buil dings.
(a) Authorization to | ease.--Any school district or
districts within the Commonweal th shall have power and authority
to | ease as | essee fromthe authority any school building, and
t he furni shings and equi pnment thereof for a term wth respect
to each not exceeding 40 years, at such rental or rentals as may
be determ ned by the authority. THE RENTAL OR RENTALS SHALL BE <—
AMORTI ZED OVER THE PERI GD OF THE LEASE, BUT THE SCHOOL
DI STRI CT' S ANNUAL RENTAL PAYMENT FI XED BY THE AUTHORI TY | N SUCH
LEASE SHALL BE OF SUFFI CI ENT AMOUNT AS TO REI MBURSE THE
AUTHORI TY FOR THE AMOUNT OF PRI NCI PAL AND THE | NTEREST ACCRUED
OR TO ACCRUE ANNUALLY ON THE OUTSTANDI NG BONDS AND NOTES AND

19770H1075B1637 - 9 -
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SUCH OTHER COSTS OF THE AUTHORI TY, AS SHALL BE PRORATED AND
ALLOCATED BY THE AUTHORI TY AS ANNUAL PAYMENT FROM SUCH SCHOCOL
Dl STRI CT.

(b) Authorization to borrow noney.--Any school district or
districts within the Commonweal th shall have the power and
authority to borrow noney fromthe authority and to transfer
title of school buildings to the authority as part of such | oan
transacti on. THE LOAN SHALL BE AMORTI ZED OVER THE PERI CD OF THE <—
LOAN AGREEMENT BUT THE ANNUAL PAYMENT FI XED BY THE AUTHORI TY I N
THE SCHOOL DI STRI CT' S LOAN AGREEMENT SHALL BE OF SUFFI Cl ENT
AMOUNT TO REI MBURSE THE AUTHORI TY FOR THE PRI NClI PAL AND | NTEREST
ACCRUED OR TO ACCRUE ANNUALLY ON THE OUTSTANDI NG BONDS OR NOTES
AND SUCH OTHER ANNUAL COSTS OF THE AUTHORI TY AS SHALL BE
PRORATED AND ALLOCATED BY THE AUTHORI TY AS ANNUAL PAYMENT FROM
SUCH SCHOCL DI STRI CT.

(c) Conveyance of lands.-- Any school district shall have
the power and authority, with the approval of the Secretary of
Education, to grant, assign and convey to the authority, with or
wi t hout consideration, any |ands, easenents or rights in | ands
together with any inprovenents, school buildings or structures
therein or thereon, now owned by such school district or
hereafter acquired by it, needed or convenient to carry out the
pur poses of this act, as well as furnishings and equi pnent for
school bui | di ngs.

(d) Reconveyance by authority.-- Wien the authority shal
have finally paid and di scharged all bonds, including refunding
bonds, together with all interest due thereon, which were issued
for the purposes of this act and shall have paid any and al
ot her charges and obligations incurred, the authority may

reconvey such school buildings conveyed to it in connection with

19770H1075B1637 - 10 -
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t he i ssuance of such bonds to the school district to which such
bui | di ngs were | eased.
CHAPTER 3
BONDS; NOTES; OBLI GATI ONS OF THE AUTHORI TY
Section 301. |ssuance of bonds and notes.

(a) Power to issue bonds.-- The authority shall have the
power and is hereby authorized fromtine to tinme to issue its
bonds, either as serial bonds, maturing in annual installnents
or as term bonds, or any conbi nation thereof, in such principal
anount as in the opinion of the authority shall be necessary to
provi de sufficient funds for achieving its corporate purposes,
including but not limted to the paynent of interest on bonds of
the authority, establishnment of reserves to secure such bonds
and all other expenditures of the authority incident to and
necessary or convenient to carry out its corporate purposes and
powers. The authority shall have power, fromtinme to tine, to
i ssue bonds to pay notes and whenever it deens refunding
expedient to refund any or all bonds by the issuance of new
bonds, whet her the bonds to be refunded have or have not
mat ured, and to issue bonds partly to refund bonds then
out standing and partly for any other purpose. The proceeds of
t he refundi ng bonds shall be applied to the purchase, redenption
or paynment of the bonds to be refunded, all as authorized by the
authority.

(b) Form of bonds.-- The bonds shall be authorized by
resolution of the authority, shall bear such date or dates, and
shall mature at such tine or times, not exceeding 40 years from
the date of issue, as such resolution or resolutions may
provi de. The bonds shall bear interest at such rate or rates, be

in such denom nations, be in such form either coupon or

19770H1075B1637 - 11 -
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regi stered, carry such registration privileges, contain such
terms and provisions relating to, but not limted to, pledges of
the assets, setting aside of reserves, limtations e~ ON
addi ti onal bonds, and such other matters as may affect the
security or protection of the bonds, be executed in such manner,
be payable in such nmedium of paynment, at such place or places
and be subject to such terns of redenption as such resolution or
resol utions may provide. The bonds of the authority may be sold
at public or private sale, at such price or prices as the
authority shall determ ne.

(c) Liability for bonds.-- Neither the nenbers of the
authority nor any person executing the bonds shall be l|iable
personal |y on the bonds or be subject to any personal liability
or accountability by reason of the issuance thereof.

(d) Repurchase of bonds.-- The authority, subject to such
agreenent wi th bondhol ders as may then exist, shall have the
power out of any funds avail able therefor to purchase its bonds,
whi ch shall thereupon be cancelled, at a price not exceeding:

(1) if the bonds are then redeemabl e, the redenption
price then applicable plus accrued interest to the next

i nterest paynment date thereupon, or

(2) if the bonds are not then redeenabl e, the redenption
price applicable on the first date after such purchase upon
whi ch t he bonds becone subject to redenption plus accrued
interest to such date.

Section 302. Credit of Commobnweal th or any subdivi sion not
pl edged.

Except as may ot herw se be expressly provided by the

authority, its bonds shall be general obligations of the

authority payabl e out of any noneys or revenues of the

19770H1075B1637 - 12 -
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authority, including rental paynments, the proceeds of |oans nade
under this act, reserve funds created therefor by the authority,
and ot her noney |lawfully available to the authority, subject
only to any agreenents with holders of the bonds pledging any
noneys or revenues. Bonds of the authority issued under the
provi sions of this act shall not be deenmed to constitute a debt
of the Commonweal th or of any political subdivision thereof or a

pl edge of the faith and credit of the Commonwealth or of any

such political subdivision thereof. er—apledgeofthetaith <—

| i Y Ly : I Litical
subdivd-sion— Al such bonds shall contain on the face thereof a

statement to the effect that neither the Conmonweal th nor any
political subdivision thereof shall be obligated to pay the sane
or the interest thereon and that neither the faith and credit
nor the taxing power of the Comonweal th nor any political
subdi vi sion thereof is pledged to the paynent of the principal

of or the interest thereon.

Section 303. Mneys of the authority.

Al'l noneys of the authority from whatever source derived
shall be paid to the treasurer of the authority and shall be by
himinvested in United States Treasury obligations, obligations
of agencies and instrunmentalities of the United States, or
obligations of this Commonweal th, or deposited in one or nore
banks or trust conpani es, AS EVI DENCED BY CERTI FI CATES OF <—
DEPCSI T OR OTHERW SE, in one or nore special accounts until
required to be transferred to one or nore sinking funds or
anal ogous funds in order to make paynent of interest or
princi pal on bonds of the authority. Each deposit shall be
continuously secured by pledge of direct obligations of the

United States of Anerica or of this Commonweal th, bonds of the

19770H1075B1637 - 13 -
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ageney-— AUTHORI TY, of other authorities of this Conmonwealth, or <—
of agencies and instrunmentalities of the United States, having
an aggregate market val ue, exclusive of accrued interest, at al
times, at |east equal to the balance on deposit in the account.
The security shall be either deposited with the treasurer or
hel d by a trustee or agent satisfactory to the authority. All
banks and trust conpanies are authorized to give the security
required. The treasurer shall make reasonable efforts to obtain
t he hi ghest available yield on the investnents or deposits.
Interest or other incone earned on the investnments or deposits
shal | be used for debt service reduction, admnistrative
expenses or for such other purposes as the authority may from
time to tine determ ne. The noneys of the authority shall be
paid out on the warrant or other order of the treasurer of the
authority or of another person authorized by the authority to
execute warrants or orders. Mneys held in trust or otherwise to
secure the paynent of bonds or notes shall be secured in the
same manner as noneys of the authority and all banks and trust
conpani es are authorized to give security for such deposits.

Not wi t hst andi ng the provisions of this section, the authority
shall have power to contract with the holders of any of its
bonds or notes as WTH RESPECT TO the custody, security, <—
i nvest ment and paynent of any noneys of the authority or any
noneys held in trust or otherwi se to secure the paynent of bonds
or notes. Any provisions with respect to custody, security,

i nvestment or paynent of noneys of the authority shall not
becone effective until the resolution or trust indenture
cont ai ni ng such contract with bondhol ders or notehol ders shal
have been approved in witing by the Governor.

Section 304. Annual report, books and records of the

19770H1075B1637 - 14 -
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authority.

The authority shall file an annual report with the Departnent
of —Communtty—AH-alrs— OF EDUCATI ON AND THE GENERAL ASSEMBLY. The
authority shall have its books, accounts and records audited
annual ly by a certified public accountant and a copy of this
audit shall be attached to and be nade a part of the aforesaid
annual report. A concise financial statenent shall be published
annual ly by the authority and shall be available for public
i nspection at the office of the authority. The Auditor General
shall have the right to exam ne the books, accounts and records
of the authority.

Section 305. Exenptions fromtaxation.

(a) Public purpose of authority.-- The creation of the
authority is in all respects for the benefit of the people of
t he Commonweal th and for the inprovenent of their health,
safety, welfare, confort and security, and its purposes are
publ i c purposes and the authority will be perform ng an
essential governnental function.

(b) Interest free of certain taxes.--The Commonweal th
covenants with the purchasers and all subsequent hol ders and
transferees of the bonds issued by the authority in
consi deration of the acceptance of any paynment for the bonds,
that the bonds of the authority issued pursuant to this act and
the incone therefromshall at all tinmes be free fromtaxation or
assessnment of every kind and nature except for inheritance,
estate, gift and transfer taxes.

(c) Authority exenpt fromtaxation.-- The authority shall be
exenpt from paynment of any taxes or assessnments upon any
property acquired, held, owned, |eased or used by it. The incone

and revenues of the authority shall |ikew se be free from

19770H1075B1637 - 15 -
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t axation.
Section 306. Bonds as |egal investnents.

The bonds of the authority are securities in which all public
of ficers and bonders of the Comonweal th and all nunicipalities
and rmuni ci pal subdivisions, all insurance conpani es and
associ ations, and other persons carrying on an insurance
busi ness, all banks, trust conpanies, savings banks and savi ngs
associ ations, investnment conpanies, all adm nistrators,
guar di ans, executors, trustees and other fiduciaries, and al
ot her persons what soever who are now or nmay hereafter be
authorized to invest in bonds or other obligations of the
Commonweal th, may properly and legally invest funds, including
capital, in their control or belonging to them
Section 307. Covenant by Comonwealth not to limt or alter

powers vested in authority.

The Commonweal t h does hereby pl edge and covenant and agree
with the holders of any bonds issued pursuant to the authority
of this act that the Commonwealth will not limt or alter the
rights or powers hereby vested in the authority to perform and
fulfill the ternms of any agreenent made with the hol ders of such
bonds or in any way inpair the rights or renedi es of such
hol ders, until such bonds, together with interest thereon, with
interest on any unpaid installnments of interest, and all costs
and expenses in connection with any action or proceedi ngs by or
in behal f of such holders, are fully met and di scharged or
provided for. The authority may include this pledge and
agreenent of the Comonweal th in any agreenent with the hol ders
of bonds issued by the authority.

CHAPTER 4
PONERS AND DUTI ES OF THE SECRETARY OF EDUCATI ON

19770H1075B1637 - 16 -
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Section 401. Application.
Any school district may apply and be consi dered for
authorization to participate in the program provided by this act
by filing an application with the secretary. Applications shal
be submtted by the board of school directors in such form as
the secretary may require.
Section 402. Requirenents for application.
Each application shall state, and be supported by such
adequat e docunentation as the secretary nmay require:
(1) that the school district has unfunded debt;
o I he| | of hool_di . . I -
I . I I he| |
(2) (1) THAT THE BOARD OF SCHOOL DI RECTORS IS TAXI NG <—
REAL ESTATE AT THE MAXI MUM RATE SET BY STATE STATUTE; OR
(1) THAT THE BOARD of school directors has |evied
real estate taxes such that the district is making a
| ocal real estate tax effort greater than 85% of the
school districts in the Commonwealth and is taxing earned
income at the maxinumrate permtted under the act of
Decenber 31, 1965 (P.L.1257, No.511), known as "The Local

Tax Enabling act." As used in this section, |local tax

effort nmeans that figure determ ned by the secretary to

be the m |l equivalent of all taxes on equalized val ue;
and
3 I I hool_di . L . -

: Lol 6 Lol bone | |  cipation in tl
ded by thi : it | bonek |

| . F bsidi ded_f . . 115
(3) THAT THE SCHOCL DI STRI CT WOULD EXPERI ENCE A SEVERE <—

CURTAI LMENT OF SCHOOL DI STRI CT SERVI CES TO AN EXTENT WHI CH

19770H1075B1637 - 17 -



ENDANGERS THE PROPER EDUCATI ON OF SCHOOL CHI LDREN | F THE
SCHOOL DI STRICT DI D NOT PARTI Cl PATE I N TH' S ACT.
Section 403. Initial review by secretary.

(a) Review --Upon receipt of an application the secretary
shall review the statenments and docunentation submtted by the
school district and shall determ ne whether or not the applicant
neets the requirenents set forth in section 402.

(b) Procedure on approval.--If the secretary determ nes that
an applicant neets the requirenents set forth in section 402,
and if he finds that the school district's participation in the
prograns provided by this act are in the best interests of the
school district, he shall authorize the school district to file
t he financial schedul e and agreenents required by sections 404
and 405 and to apply to and begin negotiations with the
authority so that the school district nay participate in the
progranms provided in this act.

Section 404. Financial schedule.

(a) Filing of schedule.--As a condition for receiving final
approval to participate in the progranms provided by this act,
each school district authorized to negotiate with the authority
pursuant to section 403, shall file with the secretary, for his
approval, a financial schedule.

(b) Content of schedule.--The financial schedule shall set
forth in detail:

(1) The budgets of the school district for the current
and precedi ng year.

(2) A conplete statenment of all current obligations
whet her funded or unfunded.

(3) The schedul es of all outstanding debts and | ease

rental obligations and the projects to which they are

19770H1075B1637 - 18 -
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rel at ed.

(4) Copies of all current collective bargaining

agreenents.

(5) A five-year detail ed estimate ESTI MATED BUDGET <—

SEGREGATED BY YEARS of all receipts and expenditures,

i ncludi ng the proposed proceeds fromthe sale of school

bui | di ngs and the obligations to the authority incurred by

t he sal e of school buil dings.

(6) Such other information or natters as the secretary

shal | determ ne.

(C© A SCHOOL DI STRICT SHALL FILE A FI NANCI AL SCHEDULE FOR <—
EACH YEAR | N WHI CH SUCH SCHOOL DI STRI CT PARTI Cl PATES | N PROGRAMS
AUTHORI ZED UNDER THI' S ACT.

¢} (D Review of schedule.--The secretary shall review the <—
financial schedule and nay, in his sole discretion, require that
it be supplenented or anended.

&) (E) Approval of schedule.--Wen the financial schedul e <—
is in a formacceptable to the secretary, he may approve it and
i f approved shall so informthe authority.

Section 405. Agreenents.

(a) Contents of agreenents.--As a condition for receiving
approval to participate in the prograns provided by this act,
each school district shall agree with the secretary, in a form

acceptable to him that for the period covered by the financi al

schedul e:
(1) The school district will incur no unfunded debt.
(2) The school district will not incur any debt except

in accordance with the approved financial schedul e.
(3) The school district shall adhere to the detail ed

financial schedule filed in accordance with section 404 or as

19770H1075B1637 - 19 -
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amended in accordance with section 408.

(4) AS PART OF THE FI NANCI AL SCHEDULE AND AS A CONDI Tl ON
TO PARTI Cl PATI NG I N THE PROGRAMS PROVI DED BY THI S ACT, |IT
SHALL BE THE DUTY OF SUCH SCHOCL DI STRICT TO SET UP I N EACH
FI SCAL YEAR A RESERVE AMOUNT FROM REVENUES DERI VED SOLELY
FROM ANY TAX WH CH THE SCHOOL DI STRICT IS DI RECTLY OR
I NDI RECTLY AUTHORI ZED, BY LAW TO LEVY FOR THE PURPOSE OF
REI MBURSI NG THE AUTHORI TY FOR PRI NCI PAL, | NTEREST, OR OTHER
COSTS WHI CH ARE TO BE FI XED BY THE AUTHORI TY I N THE LEASE OR
LOAN AGREEMENT.

(5) FAILURE OF ANY SCHOOL DI STRICT TO ADHERE TO THE
RESERVE REQUI REMENTS AS SET FORTH | N PARAGRAPH (4) SHALL
CONSTI TUTE AN " UNFUNDED DEBT" AND NONCOMPLI ANCE BY THE SCHOOL
DI STRICT WTH THE PROVI SIONS OF THHS ACT. AND, I|F WTH N 60
DAYS AFTER NOTI CE BY THE SECRETARY DI RECTI NG COMPLI ANCE, THE
SCHOOL DI STRICT FAILS TO DO SO, THE SCHOOL DI STRI CT SHALL BE
CONSI DERED A DI STRESS DI STRICT WTH N THE MEANI NG OF AND
SUBJECT TO THE PROVI SIONS OF THI S ACT APPLI CABLE TO
DI STRESSED SCHOOL DI STRI CTS.

(b) Legal effect of agreenents.--These agreenents shal
becone | egal |y bi ndi ng upon the school district in accordance
with section 407 and the secretary is authorized to take al
appropriate |legal actions to enforce these agreenents.

Section 406. Approval of agreenents.

Each school district authorized under section 403 (b) to
negotiate with the authority shall submt to the secretary any
proposed agreenent pursuant to section 204 between the school
district and the authority. The secretary may approve such
proposed agreenents only if the school district has submtted an

approved financial schedul e and approved proposed agreenents

19770H1075B1637 - 20 -
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1 with the secretary, provided that the secretary shall not

2 approve any such proposed agreenents pursuant to which

3 obligations of a school district to the authority would result
4 in paynments pursuant to section 415 which woul d exceed w t hout
5 proration appropriations for such purposes.

6 Section 407. d osing.

7 Upon approval of the proposed agreenents by the secretary,

8 the school directors shall enter into such agreenents with the
9 authority. The agreenents nade by the school district and the
10 authority in accordance with section 405 shall becone legally
11 binding on the parties thereto at the tine of closing.

12 Section 408. Anmendnents to financial schedule.

13 The school district may, subject to the approval of the

14 secretary, anmend and revise its financial schedule. The

15 secretary shall not approve an anmendnent to increase

16 expenditures unless the proposed anmendnent includes at |east an
17 equal increase in revenue.

18 Section 409. Investigation and audits by the departnent.

19 The departnent may at any tine make such investigations and
20 audits of financial records that it deens appropriate to assure
21 conpliance with the financial schedul e approved by the secretary
22 and agreenents with the secretary nade by the district.
23 Section 410. Nonconpliance by school district.
24 (a) Determ nation.--Wenever the secretary, after
25 investigation, determnes that a district is in nonconpliance
26 with the approved financial schedule and agreenents with the
27 secretary required by this act, he shall so notify the school
28 district inwiting, citing the specific facts and circunstances
29 which have resulted in the determ nation.
30 (b) Financial review board.--Upon nmaking a determ nation of
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nonconpl i ance, the secretary may call for the establishnent of
financial review board to make recomendati ons regardi ng the
school district's finances. Wien a financial review board is
called for it shall be established as foll ows:
(1) For school districts of the first class the
financial review board shall consist of seven nenbers

appoi nted as foll ows:

(i) One resident elector of the city who shall hold

no public office or public enploynent shall be appointed

by the secretary to serve as chairman.

a

(i1i) Three resident electors shall be appointed each

by the Governor and by the authority. At |east one of
each appoi nting agency's appoi ntnents shall hold no
public office or public enploynent.

(ti1) As used in this subsection city means a city
which is coterm nous with the boundaries of the school
district.

(2) For school districts other than districts of the

first class the financial review board shall consist of five

menbers appoi nted as foll ows:

(i) One resident elector of the school district who

be

shall hold no public office or public enploynment shal
appoi nted by the secretary to serve as chairman.

(i1i) Two resident electors of the school district

shall be appointed each by the board of school directors

and by the internediate unit board of school directors of

the intermediate unit to which the school district is
assigned. At |east one of each appointing agencies’
appoi ntnments shall hold no public office or public

enpl oynent .

19770H1075B1637 - 22 -



(c) Powers.--The financial review board shall reviewthe
facts related to the secretary's determ nati on of nonconpliance,
the school district's budget and the approved financial schedul e
and agreenments with the secretary submitted pursuant to this act
and, within 30 days of the secretary's call for its
establishment, the board shall nmake a witten report to the
school district with a copy to the secretary and, in the case of
a school district of the first class, to the mayor and city
council of the city whose political boundaries are coterm nous
with those of the school district. The report shall contain
recommendati ons for adjusting revenues and expenditures of the
school district to bring it into conpliance with the approved
financial schedul e.

(d) Conduct of business.--The business of the financial
revi ew board shall be conducted in accordance with the act of
July 19, 1974 (P.L.486, No.175), referred to as the Public
Agency Open Meeting Law, by najority vote of those present and
voting provided that a mapjority of the legally qualified nenbers
are present.

(e) Distressed district.--The secretary shall review the
status of the school district 65 days after the call for the
establ i shnment of a financial review board, and if he determ nes
that the district remains in nonconpliance with the approved
financi al schedul e and agreenents, he shall declare the school
district to be distressed. If he determ nes that the school
district is in conpliance with the approved financial schedul e
and agreenments, he shall discharge the financial review board.
Section 411. Special board of control; petition,

appoi nt nent s.

Whenever on the basis of an investigation as herein provided
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for, the secretary has declared any school district to be a
di stressed school district he or his designated representative
shall petition the court of conmon pleas of the county in which
such district, or the largest 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 oyees of any such school district shal
be ineligible for appointnent by the court. Wthin 10 days after
the presentation of said petition, the court shall make the
appoi ntments herein provided and the appoi ntees, together wth
the secretary or his designated representative, shall constitute
a special board of control. Vacancies occurring because of death
or resignation of appointed nmenbers of the board shall be filled
by the court. The special board of control shall assune 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.
Section 412. Powers of the special board of control.

When the special board of control assumes control of a
di stressed school district, it shall have power and is hereby
authorized to exercise all the rights, powers, privileges,
prerogatives and duties inposed or conferred by | aw on the board
of school directors of the distressed district, and the board of
school directors shall have no power to act w thout the approval
of the special board of control. In addition thereto, the
speci al board of control shall have power to require the board
of directors within 60 days to revise the district's budget for
t he purpose of effecting such economes as it deens necessary to

i nprove the district's financial condition. To this end the
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speci al board of control may require the board:

(1) To cancel or to renegotiate any contract other than
col | ective bargaining agreenents of school enployees, to
whi ch the board or the school district is a party, if such
cancel l ation or renegotiation of contract will effect needed
econonmies in the operation of the district's school s.

(2) To increase tax levies in such amobunts and at such
times as is permtted by the act of March 10, 1949 (P.L. 30,
No. 14), known as the "Public School Code of 1949."

(3) To appoint a special collector of delinquent taxes
for the district who need not be a resident of the school
district. Such special tax collector shall exercise all the
rights and performall the duties inposed by |aw on tax
collectors for school districts. The superseded tax collector
shall not be entitled to any commi ssions on the taxes
coll ected by the special collector of delinquent taxes.

(4) To direct the special school auditors of the
departnment or to appoint a conpetent independent public
accountant to audit the accounts of the distressed school
districts.

(5) To dispense with the services of such
nonpr of essi onal enpl oyees as in his judgnent are not actually
needed for the econonical operation of the school system

(6) To suspend, in accordance with the provisions of the
act of March 10, 1949 (P.L.30, No.14), known as the "Public
School Code of 1949," such nunber of professional and
tenporary professional enployees as nmay be necessary to
mai ntain a pupil-teacher ratio of not |ess than 26 pupils per
teacher for the conbined el enentary and secondary school

enrol | ments.

19770H1075B1637 - 25 -



© 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

Section 413. Additional tax.

When the operation of a distressed school district has been
assunmed by the special board of control, the board of school
directors of the district shall, upon the recommendati on and
with the approval of the special board of control, |levy an
additional tax or taxes sufficient to pay the indebtedness of
the district including that for the authority: Provided, That
when such school directors fail to | evy such additional taxes
within a reasonable tine, the special board of control may
petition the court of common pleas of the county in which such
district or the largest part in area is located to issue a wit
of mandanmus requiring the board to | evy such additional tax or
taxes. In no case shall taxes |evied under this section produce
revenues greater than 120% of revenues raised by all |ocal taxes
| evied for school district purposes in the current fiscal year.
The subjects of taxation shall be I[imted to persons,
transacti ons, occupations, privileges, subjects and real and
personal property which may now or hereafter be taxable by the
school district for school district purposes.

Section 414. School directors to remain in office; elections.

The school directors of a distressed district may not resign
their offices, except with the unani nous consent of the speci al
board of control and shall continue in office, unless renoved
fromoffice for neglect of duty under the provisions of the act
of March 10, 1949 (P.L.30, No.14), known as the "Public School
Code of 1949," set by the court of comon pleas of the county in
whi ch such district or the largest part in area is |ocated, or
unl ess any of such directors are elected to another position not
conpatible with the position of school director or are appointed

to any position for which there is a requirenent that said
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appoi ntee shall hold no elective office, for the renai nder of
their ternms during the time the district is operated by the
speci al board of control and shall performany duties del egated
to themby it. The assunption of control of a distressed school
district by the special board of control shall in no way
interfere with the regular election or reelection of school
directors for the district.
Section 415. Paynents to school districts.

(a) Appropriations.--Fromappropriations specifically made

for this purpose, the departnent shall pay school districts fer <—

di-striets—pursuant—teo ON ACCOUNT OF LEASE OR LOAN agreenents <—

entered into in accordance with section 204. The anmpunt of such
paynents to each school district shall not in any year exceed

t he amount of interest accrued or to accrue that year on the
princi pal anmobunt of the authority's outstandi ng bonds or notes,
t he proceeds of which were used to make a loan to or to finance
t he purchase of the school buildings, of the respective school
districts.

(b) Certification of interest.--The authority shall certify
the secretary as to each school district, the amobunt of such
interest, for each school district.

(c) Pro rata paynents.--In the event an appropriation
specifically for each such paynent is not adequate to fund the

aggregate of all such paynents certified by the authority, the

secretary shall make pro rata paynents.
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fond—andtease—rental—+einbursenents—tobe—extent—andfor—the
pertoed—eurrentty—commtied—
(D) EFFECT ON OTHER FUNDS, SUBSI DI ES AND REI MBURSEMENTS. - - NO <—
SCHOOL DI STRI CT SHALL RECEI VE ANY SUBSI DY, REI MBURSEMENT, OR
OTHER FUNDS UNDER ANY PROVI SION OF THE ACT OF MARCH 10, 1949
(P.L.30, NO 14), KNOWN AS THE "PUBLI C SCHOOL CODE OF 1949," OR
UNDER THE PROVI SI ONS OF ANY OTHER LAW NOW I N EFFECT OR WH CH MAY
BE THEREAFTER ENACTED, THE BASIS OF WHI CH SHALL BE THE
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PARTI Cl PATI ON BY SUCH SCHOOL DI STRI CT | N ANY PROGRAM AUTHORI ZED

=Y
o

BY TH S ACT, EXCEPT THAT ANY SUBSI DY, REI MBURSEMENT OR OTHER

=
=

FUNDS RECEI VED BY A SCHOOL DI STRICT OR TO WH CH A SCHOCL

=
N

DI STRI CT WAS ENTI TLED TO RECElI VE UNDER ANY LAW I N EFFECT PRI OR

=
w

TO THE PARTI Cl PATI ON OF SUCH SCHOCOL DI STRI CT | N ANY PROGRAM

H
o

UNDER THI S ACT SHALL CONTI NUE TO BE RECEI VED BY SUCH SCHOOL

=Y
(63}

DI STRI CT.

=Y
(e}

Section 416. W thhol di ng Comonweal th funds for unpaid

=
\l

i ndebt edness.

=Y
oo

In all cases in which the board of school directors fails to

=
O

pay or to provide for the paynent of rental or rentals or |oan

N
o

repaynents due the authority for any period in accordance wth

N
=

the terns of any | ease or |oan agreenent entered into in

N
N

accordance with the provisions of this act, the authority shal

N
w

notify the secretary and the departnment shall w thhold out of

N
~

any noneys whi ch may be or have been appropriated by the

N
(63}

Commponweal th and whi ch are due such school district an anpunt

N
(e}

equal to the sumof the rental or rentals or |oan paynents ow ng

N
~

by such school district to the authority, and shall pay over the

N
oo

anount so withheld to the authority.

N
(o]

CHAPTER 5
30 RULES AND REGULATI ONS;
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1 EFFECTI VE DATE

2 Section 501. Rules and regul ations.

3 The authority, the secretary, and the departnment shall have
4 the power to pronulgate rules and regul ati ons as are necessary
5 and appropriate and as are consistent with the intent and

6 purpose of this act.

7 Section 502. Secretary.

8 The secretary is authorized to enploy the staff necessary to
9 admnister this act. Persons so enployed shall not be subject to
10 the provisions of the act of August 5, 1941 (P.L.752, No.286),
11 known as the "Civil Service Act."

12 Section 503. Severability.

13 The provisions of this statute shall be severable. |If any

14 provision of this statute or the application thereof of any

15 person or circunstance is held invalid, the renmai nder of the

16 statute, and the application of such provision to other persons
17 or circunstances, shall not be affected thereby, unless the

18 <court finds that the valid provisions of the statute are so

19 essentially and inseparably connected with, and so depend upon,
20 the void provision or application, that it cannot be presuned
21 the Ceneral Assenbly would have enacted the remaining valid
22 provisions without the void one; or unless the court finds that
23 the remaining valid provisions, standing alone, are inconplete
24 and are incapable of being executed in accordance wth
25 legislative intent.
26 Section 504. Authorized investnments for school district funds.
27 Aut hori zed types of investnents of proceeds fromthe
28 authority shall be limted to:
29 (1) United States treasury bills.
30 (2) Direct obligations of the United States Governnent
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1 and its agenci es.

2 (3) Deposits in time accounts, open time accounts, share
3 accounts and all other investnents in authorized depositories
4 for which collateral is secured by the pledging of assets in
5 accordance with the act of August 6, 1971 (P.L.281, No.72),

6 relating to pledges of assets to secure deposits of public

7 funds.

8 Section 505. Effective date.

9 This act shall take effect inmmediately, UPON THE
10 APPROPRI ATI ON OF THE SUM OF $10, 000,000 TO A SCHOCL DI STRI CT OF
11 THE FIRST CLASS BY A CITY OF THE FI RST CLASS.
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