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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 for community
col | ege financial progranms and reinbursenents; establishing
the Community Col | ege Deferred Maintenance Fund; and
abrogating a regul ation.

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

Section 1. Section 1902-A of the act of March 10, 1949
(P.L.30, No.14), known as the Public School Code of 1949, added
July 1, 1985 (P.L.103, No.31), is anended to read:

Section 1902-A. Powers and Duties of State Board of
Education.--(a) The State Board of Education shall have the
power, and its duty shall be:

(1) To adopt such policies, standards, rules and regul ations
formul ated by the Council of H gher Education, as may be

necessary to provide for the establishnent, operation and
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mai nt enance of comunity col |l eges, including m ni num

requi renents for physical facilities and equipnment, curricul um
faculty, standards and professional requirenents, qualifications
for adm ssion and advancement of students, student enroll nent,
student popul ation of the area to be served by the comunity
coll ege, requirenents for satisfactory conpletion of a two-year
program and the degrees or diplomas or certificates to be

awar ded therefor, neans of financing and financial resources for
t he establishnment and support of the conmmunity coll ege, and al
matters necessary to effectuate the purposes of this act.

(2) To approve or disapprove plans for the establishnent or
operation of a community coll ege.

(3) To approve or disapprove petitions of school districts
or nunicipalities applying for participation in an established
community coll ege. No petition may be approved unless it is
acconpani ed by the consent of the governing bodies of the
majority of the nenbers of the |ocal sponsor of the established
community college to the participation of the petitioning school
district or nunicipality.

(b) In determ ning such policies, standards, rules and
regul ations, the State Board of Education nay consi der rel evant
all mnimmrequirenents established by statute or by regul ation
with respect to the State colleges and universities of the
Commonweal th and may consi der rel evant such mni mum requirenents
established by statute or by regulation with respect to
secondary and speci al education prograns in the school district
or districts of the area to be served by the community coll ege.

Regul ati ons pronul gated under this article shall take effect at

t he begi nning of the school year foll ow ng pronul gati on.

(c) In approving or disapproving such plans, the State Board
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of Education shall consider the needs of areas adjacent to the
areas to be served by the community college and of the State
with respect to higher education and | ong range plans therefor
established by the State Board of Education. O her school
districts and nunicipalities may petition the State Board of
Education to beconme a part of a |ocal sponsor as hereafter in
this act provided.

(d) No plan for the establishnment of a conmunity coll ege
shall be approved unless the State Board of Education determ nes
that the | ocal sponsor has a population of a sufficient nunber
to assure a sustained m ninmumenroll nent, has sufficient wealth
to financially support such college and is not adequately served
by established institutions of higher |earning. No plan for the
establ i shment of a community coll ege shall be approved unless it
contains an estinmate of operating cost for adm nistration,

i nstruction, operation and mai ntenance and such ot her accounts
as the State Board of Education may, fromtinme to tine,
determ ne. No plan for the establishnent of a community coll ege
shall be approved unless it contains an estimate of any proposed
capital inprovenents for the next followi ng ten years.

(e) To confer with and obtain the approval of the Governor's
Ofice as to the nunber of community coll eges which can be
approved for participation during the ensuing fiscal period.

(f) Werever in this act the approval of the State Board of
Education is required in any matter, the State Board of
Education may require the Departnent of Education to nake and
report its findings and recommendati ons on such matter to the
Counci | of Hi gher Education for the formnulation of policies,
standards, rules and regul ations for consideration by the State

Board of Educati on.
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Section 2. Section 1913-A of the act, amended or added July
1, 1985 (P.L.103, No.31), Cctober 20, 1988 (P.L.827, No.110),
June 7, 1993 (P.L.49, No.16), June 22, 2001 (P.L.530, No.35) and
July 13, 2005 (P.L.226, No.46), is anended to read:

Section 1913-A.  Financial Program Reinbursenent of
Paynments.--(a) The plan submtted by the |ocal sponsor shal
set forth a financial programfor the operation of the community
coll ege. The plan shall provide that the |ocal sponsor shal
appropriate or provide to the community coll ege an anount at
| east equal to the community college's annual operating costs
| ess the student tuition as determined in section 1908-A(a) |ess
t he Comonweal th's paynment as determ ned in subsection (b)(1) of
this section. The plan shall also provide that one-half of the
annual capital expenses shall be appropriated or provided by the
| ocal sponsor to the community college. The | ocal sponsor's
appropriation for annual operating costs and annual capital
expenses may in part be represented by real or personal property
or services nade available to the conmunity coll ege. The pl an
shall indicate whether the appropriation shall come from general
revenues, |loan funds, special tax levies or from other sources,

i ncl udi ng student tuitions.

(b) (1) The Commonweal th shall pay to a community coll ege
on behalf of the sponsor on account of its operating costs
during the fiscal year fromfunds appropriated for that purpose
an anmount equal to:

(i) for the 1993-1994 fiscal year through the 2000-2001
fiscal year, the | esser of such college's variable State share
ceiling as determined in clause (1.3) or such college's
equi valent full-time student reinbursenent as determned in

clause (1.4);
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(1i) for the 2001-2002 fiscal year through the 2004-2005
fiscal year, the college's equivalent full-tinme student
rei nbursenent as determned in clause (1.4);

(i) for the 2005-2006 fiscal year, the college's paynent
as determned in clause (1.5); and

(iv) for the 2006-2007 fiscal year and each fiscal year
thereafter, the college's paynent as determned in clause (1.6).

(1.2) The Secretary of Education, in consultation with the
community col |l eges, shall pronul gate standards for credit
courses and for noncredit courses that will be eligible for
Commonweal t h rei nbursenent. The standards shall specifically
exclude fromeligibility for reinbursenent any course or program
in avocational or recreational pursuits. The standards shall be
pronmul gated by the begi nning of the 1994-1995 fiscal year. Until
such standards are promnul gated, no community college will be
rei nbursed for any credit course which was offered by such
coll ege as a noncredit course during the college's 1992-1993
fiscal year.

(1.3) The variable State share ceiling of a community
col |l ege shall be determ ned as foll ows:

(i) Subtract the taxable inconme per person of the |ocal
sponsor from the highest taxable incone per person of any county
in the Commonweal t h.

(1i) Divide the anount determ ned under subclause (i) by the
di fference between the hi ghest taxable incone per person of any
county in the Conmonweal th and the | owest taxable incone per
person of any county in the Comobnweal t h.

(tit) Miltiply the quotient determ ned under subclause (ii)
by one-si xt h.

(iv) Add one-third to the product determ ned under paragraph
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(iii).

(v) Miltiply the sumdeterm ned under subclause (iv) by the
community coll ege's operating costs in the year for which
rei mbursenent is being clained.

(vi) The taxable incone per person data used in the
precedi ng cal cul ation shall be data certified to the Secretary
of Education by the Secretary of Revenue under section 2501(9.1)
for school district |ocal sponsors or data otherw se published
by the Secretary of Revenue for a rmnunicipal |ocal sponsor.

(1.4) The equivalent full-tinme student reinbursenent of a
community col |l ege shall be the sumof credit course, noncredit
course and stipend rei nbursenents. These rei nbursenents shall be
cal cul ated using a rei nbursenent factor of one thousand and
forty dollars ($1,040) for the 1993-1994 fiscal year, of one
t housand eighty dollars ($1,080) for the 1994-1995 fiscal year
and of one thousand one hundred eighty dollars ($1,180) for the
1995-1996 fiscal year and one thousand and two hundred and ten
dol lars ($1,210) for the 1996-1997 fiscal year and one thousand
two hundred sixty dollars ($1,260) for the 1997-1998 fiscal year
and the 1998-1999 fiscal year and one thousand three hundred
dol lars ($1,300) for the 1999-2000 fiscal year and one thousand
four hundred dollars ($1,400) for the 2000-2001 fiscal year and
one thousand five hundred dollars ($1,500) for the 2001-2002
fiscal year and for each year thereafter and shall be determ ned
as follows:

(i) Credit course reinbursenent shall be cal cul ated by
mul ti plying the rei nbursenent factor by the nunber of equival ent
full-time students enrolled in credit courses as determ ned by
an audit to be made in a manner prescribed by the State Board of

Educati on. The fol |l owi ng appl v:
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(A) Course enrollment is to be deternm ned by the standards

of the community coll ege.

(B) Conputer-based docunentation or paper-based

docunentati on may be used to verify enroll nent.

(C) Enrollnment in a programof study is to be determ ned

solely by the declaration of the student.

(i) Noncredit course reinbursenent shall be cal cul ated as
fol | ows:

(A) [eighty] Eighty percent (80% of the reinbursenent
factor multiplied by the nunber of equivalent full-tinme students
enrolled in eligible noncredit courses for the 1993-1994 fi scal
year, as determ ned by the audit referred to in paragraph
(0 To

(B) [seventy] Seventy percent (70% of the reinbursenent
factor multiplied by the nunber of equivalent full-tinme students
enrolled in eligible noncredit courses for the 1994-1995 fi scal
year and for each year thereafter, as determ ned by the audit
referred to in paragraph (i)[; or].

(C© [one] One hundred percent (100% of the rei nbursenent
factor multiplied by the nunber of equivalent full-tinme students
enrolled in eligible noncredit public safety courses that
provide training for volunteer firefighters and energency
nmedi cal services for the 1995-1996 fiscal year and for each year
thereafter, as determned by the audit referred to in paragraph
(i).

(D) A noncredit course is eligible for rei nbursenent if al

of the foll owi ng appl vy:

(1) The course is in the area of public safety; adult basic

education or adult literacy; occupational skills; acadenics; or

a programfor certification in accordance with standards
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establi shed by statute, requl ati on or appropriate i ndustry.

(11) Regardl ess of whether the instructor's conpensation i s

paid directly by the community coll ege or paid by an entity that

contracts with the community coll ege, the community college is

responsi bl e for sel ecting; supervising; and, if appropri ate,

di sm ssing the instructor.

(E) Course enrollment is to be deternm ned by the standards

of the community coll ege.

(i) Stipend reinbursenent on account of a comrunity
coll ege's operating costs for all equivalent full-tinme students
enrolled in the follow ng categories of two-year or |ess than
t wo- year occupational or technical prograns, shall be the sum of
t he foll ow ng:

(A) One thousand one hundred dollars ($1,100) per full-tine
equi val ent student enrolled in advanced technol ogy prograns. For
the fiscal year 1995-1996, 1996-1997 and 1997-1998, the
rei nbursenent rate shall be cal cul ated at one thousand one
hundred seventy-five dollars ($1,175) per full-tine equival ent
student enrolled in advanced technol ogy progranms. For the fiscal
year 1998-1999 and each year thereafter, the reinbursenment rate
shall be cal cul ated at one thousand four hundred sixty dollars
($1,460) per full-time equival ent student enrolled in advanced
t echnol ogy prograns. Advanced technol ogy prograns are prograns
usi ng new or advanced technol ogi es which hold prom se for
creating new job opportunities, including such fields as
robotics, biotechnol ogy, specialized nmaterials and engi neeri ng
and engi neering-rel ated prograns.

(B) One thousand dollars ($1,000) per full-tinme equival ent
student enrolled in prograns designated as Statew de prograns.

For the fiscal year 1995-1996, 1996-1997 and 1997-1998, the
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rei nbursenent rate shall be cal cul ated at one thousand seventy-
five dollars ($1,075) per full-tinme equivalent student enrolled
in prograns designated as Statew de prograns. For the fiscal
year 1998-1999 and each year thereafter, the reinbursenment rate
shall be cal cul ated at one thousand three hundred sixty dollars
($1,360) per full-time equival ent student enrolled in prograns
designated as Statew de prograns. A Statew de programis a
program whi ch neets one or nore of the following criteria:

(1) Programenrollnment from out-of-sponsor area is twenty
per cent or nore of the enrollnment for the program

(I'1) A consortial arrangenment exists with another conmunity
coll ege to cooperatively operate a programor share regions in
order to avoi d unnecessary program duplication.

(© Five hundred dollars ($500) per full-tinme equival ent
student enrolled in other occupational or technical prograns.
For the fiscal year 1995-1996, 1996-1997 and 1997-1998, the
rei nmbursenent rate shall be calculated at five hundred seventy-
five dollars ($575) per full-tinme equival ent student enrolled in
ot her occupational or technical prograns. For the fiscal year
1998- 1999 and each year thereafter, the reinbursenent rate shal
be cal cul ated at eight hundred sixty dollars ($860) per full -
ti me equival ent student enrolled in other occupational or
t echni cal prograns.

(1.5) For the 2005-2006 fiscal year, the paynent for a
community col |l ege shall consist of the follow ng:

(i) Each community coll ege shall receive reinbursenent for
operating costs equal to the reinbursenent for the 2004-2005
fiscal year as determ ned under clause (1.4)(i) and (ii). This
anount shall be determ ned based upon the m dyear rebudget

submtted by a community college in February 2005.
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(1i) Each community college shall receive an econom c
devel opnent stipend as cal cul ated under clause (1.7).

(ti1) Each community college shall receive a base suppl enent
determ ned by:

(A) subtracting the total anmount of funds determ ned under
subclauses (i) and (ii) fromthe State appropriation for paynent
of approved operating expenses of conmunity colleges for the
2005- 2006 fiscal year;

(B) dividing the paynment under subclauses (i) and (ii) by
the sum of the amobunts determ ned for all comunity coll eges
under subclauses (i) and (ii); and

(© multiplying the quotient from subparagraph (B) by an
anount equal to seventy-five percent (75% of the anount
det ermi ned under paragraph (A).

(iv) Each community college with a 2003-2004 equi val ent
full-time enrollnment in credit, noncredit and workforce
devel opnent courses greater than its 2002-2003 equival ent full-
time enrollnment in credit, noncredit and workforce devel opnent
courses shall receive a growth suppl ement anount determ ned by:

(A) subtracting its 2002-2003 equivalent full-tine
enrollment in credit, noncredit and workforce devel opnment
courses fromits 2003-2004 equivalent full-tinme enrollnment in
credit, noncredit and workforce devel opnment courses;

(B) dividing the difference from paragraph (A by the sum of
the differences from paragraph (A) for all conmunity coll eges;
and

(O multiplying the quotient from paragraph (B) by an anmount
equal to twenty-five percent (25% of the anount determ ned
under subclause (iii)(A).

Cal cul ations under this subclause shall be based upon the final
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claimfornms submitted by a community college for the 2002-2003
and 2003-2004 fiscal years.

(1.6) For the 2006-2007 fiscal year and each fiscal year
thereafter, the paynent for a conmunity college shall consist of
t he foll ow ng:

(1) Each community college shall receive an anmobunt equal to
t he rei mbursenment for operating costs, base suppl enent and
growt h suppl enment anmounts it received in the i mediately
precedi ng fiscal year

(i1i) Each community college shall receive an econom c
devel opnent stipend as cal cul ated under clause (1.7). The anount
avai |l abl e for econom c devel opnent stipends shall increase each
year by the percent increase in the State appropriation for
paynent of approved operating expenses of conmunity coll eges.

(ti1) Each community college shall receive a base suppl enent
determ ned by:

(A) subtracting the total anmount of funds determ ned under
subclauses (i) and (ii) fromthe State appropriation for paynent
of approved operating expenses of conmunity coll eges;

(B) dividing the paynent under subclause (i) by the sum of
the amounts determ ned for all comunity col |l eges under
subcl ause (i); and

(O multiplying the quotient from paragraph (B) by an anmount
equal to seventy-five percent (75% of the anmount determ ned
under paragraph (A).

(iv) Each community college with an equivalent full-tine
enrollment in credit, noncredit and workforce devel opnment
courses for the year prior to the i medi ately precedi ng year
greater than its equivalent full-time enrollnment in credit,

noncredit and workforce devel opnent courses for the second year
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prior to the imrediately preceding year shall receive a growh
suppl enent anount determnm ned by:

(A) subtracting its equivalent full-time enrollnment in
credit, noncredit and workforce devel opnment courses for the
second year prior to the imrediately preceding year fromits
equi valent full-time enrollnment in credit, noncredit and
wor kf or ce devel opnent courses for the year prior to the
i mredi ately precedi ng year;

(B) dividing the difference from paragraph (A by the sum of
the differences from paragraph (A) for all conmunity coll eges;
and

(© multiplying the anount from paragraph (B) by an anount
equal to twenty-five percent (25% of the anount determ ned
under subclause (iii)(A).

Secondary seni or high school students enrolled in credit-
beari ng, nonrenedi al college courses shall be included in the
cal cul ati on under paragraph (A). Calcul ations under this
subcl ause shall be based upon the audited financial statenents
submtted by a community coll ege pursuant to subsection (k.1).

(1.7) The paynent for a conmmunity coll ege shall include an
econoni ¢ devel opnent stipend which shall consist of the
fol | ow ng:

(1) For the 2005-2006 fiscal year, each community coll ege
shall receive an anmount equal to the reinmbursenent for the 2004-
2005 fiscal year as determ ned under clause (1.4)(iii) and under
section 1501 of the act of Decenber 18, 2001 (P.L.949, No.114),

known as the "W rkforce Devel opnent Act." This anmount shall be
determ ned based upon the m dyear rebudget submitted by a
community coll ege in February 2005.

(1i) For the 2006-2007 fiscal year and each fiscal year

20070S0055B0075 - 12 -
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thereafter, each conmunity coll ege shall receive, subject to the
provi si ons of subclause (iii), an anmount determ ned by:

(A) Adding the foll ow ng:

(1) the nunber of full-time equival ent students enrolled in
hi gh-priority and high-instructional -cost occupati on prograns at
the community college multiplied by 1.50;

(I'1) the nunmber of full-tinme equival ent students enrolled in
hi gh-priority occupation prograns at the community coll ege
mul tiplied by 1.25; and

(1) the nunmber of full-time equival ent students enrolled
in noncredit workforce devel opnment courses at the comunity
col | ege.

(B) Dividing the total from paragraph (A) by the sum of the
totals from paragraph (A) for all comunity coll eges.

(O Miltiplying the anpunt from paragraph (B) by the anopunt
all ocated for the econom c devel opnent stipend pursuant to
clause (1.6)(ii).

The nunber of full-tinme equival ent students shall be determ ned
based upon the final mdyear rebudget submtted by a conmunity
college for the prior fiscal year. Such rebudget shall be
submtted, as required by the Departnment of Education, no |ater
than May 31, 2006, and May 31 of each year thereafter

(iti1) For the 2006-2007 and 2007-2008 fiscal years, the
foll owi ng shall apply:

(A Full-tinme equivalent students enrolled in stipend
advanced t echnol ogy prograns shall be counted as full-tine
equi val ent students enrolled in high-priority and high-

i nstructional -cost occupation prograns for the purpose of the
cal culation in subclause (ii).

(B) Full-tinme equivalent students enrolled in stipend
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St at ewi de prograns shall be counted as full-time equival ent
students enrolled in high-priority occupation prograns for the
pur pose of the calculation in subclause (ii).

(© Full-tinme equival ent students enrolled in other stipend
occupational progranms and wor kforce devel opnent courses shall be
counted as full-tinme equival ent students enrolled in noncredit
wor kf or ce devel opnent courses for the purpose of the cal cul ation
in subcl ause (ii).

(D) For reinbursenent for any senester that begins on or
after January 1, 2006, this subclause shall only apply for
students who were enrolled in such prograns during the fall 2005
senester.

(1.8) (i) The Departnent of Education shall annually
approve high-priority and high-instructional -cost occupation
programns, high-priority occupation prograns and noncredit
wor kf or ce devel opnent cour ses.

(i1i) In order to qualify as a high-priority and hi gh-

i nstructional -cost occupation program the program nust:

(A) Provide training:

(I') in a high-priority occupation as defined by the Center
for Wirkforce Information and Anal ysis within the Departnent of
Labor and Industry; or

(I'l) in an occupation designed to nmeet regional workforce
needs as documented through col |l aboration with one or nore
enpl oyers.

(B) Bear an instructional cost to the community col |l ege, per
full-time-equival ent student, of at |east one hundred thirty
percent (130% of the average cost per full-time-equival ent
student enrolled in the community college's credit courses.

Instructional costs shall be defined by the Departnent of
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1 Education and may include personnel, equipnent, curricula and

2 other costs necessary for the program

3 (tit) In order to qualify as a high-priority occupation

4 programor a noncredit workforce devel opnent course, the high-
5 wpriority occupation programor noncredit workforce devel opnment
6 course nust:

7 (A) provide training in a high-priority occupation as

8 defined by the Center for Wrkforce Informati on and Anal ysi s

9 wthin the Departnment of Labor and Industry; or

10 (B) provide training in an occupation designed to neet

11 regional workforce needs as docunented through coll aboration

12 with one or nore enployers.

13 (tv) In order to qualify under subclause (ii)(A(Il) or

14 (iii)(B), the community college shall submt an application to
15 the Departnent of Education. The application shall contain:

16 (A) Evidence of collaboration with one or nore enpl oyers.
17 (B) Information as to the nature of the proposed program
18 (C Evidence as to how the programw || increase workforce
19 opportunities for participants.
20 (v) The Departnment of Education shall:
21 (A) Determne the formand manner by which applications are
22 to be submtted under subclause (iv).
23 (B) Approve or reject applications received pursuant to
24 subclause (iv) within twenty (20) days of receipt of a conpleted
25 application; otherw se, such applications will be deened
26 approved.
27 (© Annually publish guidelines listing criteria and
28 establishing the approval process for prograns and courses under
29 this clause.
30 (2) For the 1993-1994 fiscal year, each community college
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shall be reinbursed under clause (1) in an anmount which is at
| east equal to a one percent (1% increase over its 1992-1993
operating cost and stipend reinbursenent. In no case shall a
community coll ege's 1993-1994 rei nbursenent under clause (1) per
full-time equival ent student, insofar as said rei nbursenment does
not include a proportionate share attributable to stipend
rei mbursenent under clause (1.4)(iii), exceed its 1992-1993
operating cost reinbursenent per full-tinme equival ent student by
nore than ten percent (109%.

(2.1) For the 1994-1995 fiscal year, each community college
shall be reinbursed under clause (1) in an anmount which is at
| east equal to a one percent (1% increase over its 1993-1994
rei nbursenent under clause (1). In no case shall a conmunity
col | ege' s 1994-1995 rei nbursenent under clause (1) per full-tine
equi val ent student, insofar as said reinbursenent does not
i nclude the proportionate share attributable to stipend
rei mbursenent under clause (1.4)(iii), exceed its 1993-1994
rei mbursenent under clause (1) per full-tine equival ent student,
i nsofar as sai d rei nbursenent does not include the proportionate
share attributable to stipend rei nbursenent under clause
(1.4)(iii) by nore than ten percent (10%.

(2.2) For the 1995-1996 fiscal year, each community college
shall be reinbursed under clause (1) in an anmount which is at
| east equal to its 1994-1995 rei nbursenent under clause (1).

(3) The [Secretary] Departnent of Education annually shal

[establish] promul gate requl ati ons establishing criteria to be

used to determne eligibility of progranms for each of the above

stipend categories[,]. The departnent shall approve prograns for
funding [in the following fiscal year] according to these

[criteria and] regul ations. The Secretary of Education shal
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submt to chairnmen of the conmmttees of education in the House
of Representatives and Senate a report setting forth [the

established criteria,] any prograns approved for funding under

these [criteria] requlations and the recipient community
col | eges.

(4) Each community college shall maintain such accounting
princi ples and standards [as will |end thenselves to

satisfactory audit]. The departnment nust conplete an audit of a

community coll ege for a school year within one year after the

conpl etion of that school year. |If the departnent does not neet

the tine requirenent of this clause, the community coll ege

affected shall be required to forfeit rei nbursenment only for an

i ntentional violation or for a violation of previously cited and

resol ved findings. The Comonweal th shall pay to a conmunity

col | ege on behal f of the sponsor on account of its capital
expenses an anount equal to one-half of such college' s annual
capi tal expenses from funds appropriated for that purpose to the
extent that said capital expenses have been approved as herein
provi ded.

(5) For purposes of determ ning Commonweal t h rei nbursenment
of operating costs, Federally funded expenditures for those
progranms in which the Coomonweal th participates in the cost
shall be deducted fromtotal operating expenditures to determ ne
net rei nbursabl e operating costs.

(c) (1) Capital expenses shall nean only such expenses as
are incurred with the approval of the Departnent of Education
for anortization of the purchase of |ands; purchase,
construction or inprovenent of buildings for adm nistrative and

i nstructional purposes, including libraries; the | ease of |ands
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or buildings, or for rentals to an authority for the sane

pur pose; and, prior to July 1, 2005, for the purchase, |ease or
rental of capital equipnent and furniture used for instructional
or admi nistrative purposes. Capital expenses shall include

i brary books and conpl enentary audi o-vi sual equi pment purchased
during the first five years after establishnent. On or after
July 1, 2005, capital expenses may include such expenses as are
incurred with the approval of the Departnent of Education for

t he purchase, |ease or rental of capital equipnment and furniture
used for instructional or adm nistrative purposes. For the

pur pose of cal cul ating the Commonweal th's share of operating,
and capital costs incurred prior to the actual adm ssion of
students to a community college, all such costs shall be
interpreted as capital costs. No costs and expenses incurred in
t he establishnment, construction, operation or maintenance of
dormitories, or the equipnent or furnishings for such purposes,
shall be included in capital expenses or operating costs for

pur poses of Comronweal t h rei mbursenent.

(2) The provisions of this subsection shall not prevent the
Commonweal th fromrei nbursing a conmunity college for capita
expenses incurred prior to the effective date of this act. Such
rei nbursenent nust have approval of the Secretary of Education.

(3) Notw thstandi ng any other provision of this act, a
community coll ege may use a portion of its paynment of approved
operating expenses for capital expenses not otherw se rei nbursed
by the Departnent of Educati on.

(c.1) Notwi thstanding any provision of lawto the contrary,
two or nore community colleges may jointly enter into a
fi nanci ng arrangenent through the State Public School Buil ding

Aut hority for the purchase, |ease or construction of capital
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proj ects deenmed necessary by the community coll eges. The terns
and conditions of the financing arrangenent shall be consi stent
with the ternms and conditions set forth in the act of July 5,
1947 (P.L.1217, No.498), known as the "State Public School
Bui | ding Authority Act.”

(d) The State Board of Education shall adopt policies,
standards, rules and regul ations for determ ning reinbursable
capi tal expenses and operating costs, and the Departnent of
Educati on shall approve such expenses and costs for the purpose
of reinmbursenent by the Commonweal t h.

(e) The State Board of Education shall apply for, receive
and adm ni ster, subject to any applicable regulations or |aws of
t he Federal Government or any agency thereof, any Federal
grants, appropriations, allocations and progranms to fulfill the
pur pose of this act.

(f) Al admnistrative personnel, faculty, and other
enpl oyes of the community colleges in the Coormonweal th shall be
eligible for inclusion in the Public School Enpl oyees'
Retirement System of Pennsylvani a, the Pennsylvania State
Enpl oyees' Retirement System or any independent retirenent
program approved by the Board of Trustees of a conmunity
col |l ege, and the Secretary of Educati on.

(g) The conmmunity college in the Comonweal th shall be
eligible for participation in the act of July 5, 1947 (P.L.1217,
No. 498), known as the "State Public School Building Authority
Act," and the act of May 2, 1945 (P.L.382, No.164), known as the
“"Municipality Authorities Act of 1945."

(h) In all cases where the board of trustees of any
community college fails to pay or provide for the paynent of any

rental or rentals due the State Public School Building Authority

20070S0055B0075 - 19 -



© 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

or any nmunicipality authority for any period in accordance with
the ternms of any | ease entered into between the board of
trustees of any community coll ege and the State Public School
Bui l ding Authority or any nmunicipality authority, or fails to
pay or to provide for the paynent of any other indebtedness when
due, upon witten notice thereof fromthe State Public School
Bui l ding Authority or any nmunicipality authority, or in such
cases where an audit reveal s any unpaid i ndebt edness due, the
Secretary of Education shall notify the board of trustees of its
obligation and shall w thhold out of any State appropriation
that may be due to such community coll ege an anmount equal to the
anount of rental or rentals ow ng by such board of trustees to
the State Public School Building Authority or any nunicipality
authority, or an anount equal to the anount of any other

i ndebt edness owi ng by such board of trustees, and shall pay over
t he anpbunt or anobunts so withheld to the State Public School
Bui l ding Authority or any nunicipality authority or to
whonsoever any ot her indebtedness is due and ow ng.

(i) The anmount payable to each comrunity coll ege Board of
Trustees on behalf of the sponsor shall be paid in the year in
whi ch the costs and expenses are incurred in quarterly
install ments and the Secretary of Education shall draw his
requi sition quarterly upon the State Treasurer in favor of each
community college for the anbunt of reinbursenent to which it is
entitled. Reinbursenent or paynment by the Commonwealth for the
oper ati onal expenses and capital equi pnent and the furnishings
shall be made on or before the end of the fiscal quarters ended
on Septenber 30, Decenber 31, March 31 and June 30 of each
Commonweal th fiscal year. Reinbursenments or paynents shall be

made sem -annually for the Conmonweal th's share of the annual
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1 rentals to an authority or the sponsor or sinking fund or debt-
2 service paynents and ot her | eases upon subm ssion of a conmunity
3 college requisition in the formrequired by the Commonweal t h,

4 the reinbursenment or paynment to be made from funds appropriated
5 for that purpose. Mney that is appropriated under this

6 subsection but not expended by a conmunity coll ege Board of

7 Trustees shall not be distributed to a | ocal sponsor.

8 (j) In no event shall the paynments or final reinbursenent

9 nade by the departnent follow ng audit exceed the appropriation
10 available for community coll eges.

11 (k) For fiscal years up to and including the 2004-2005

12 fiscal year, audits of comrunity coll eges shall be conducted as
13 foll ows:

14 (1) Unless otherw se prescribed by the State Board of

15 Education, the Commonwealth's fiscal audits of conmunity

16 colleges under this section shall be conducted in accordance

17 with "Government Auditing Standards,” |atest revision,

18 pronulgated by the United States General Accounting Ofice.

19 Witten audit reports will be produced and will be sent to the
20 community college by the Comm ssioner of Postsecondary/ Hi gher
21 Education. Any cost disallowed under findings contained in the
22 audit report shall be considered an adjudication within the
23 nmeaning of 2 Pa.C.S. (relating to adm nistrative | aw and
24 procedure) and regul ati ons pronul gated thereunder.
25 (2) The Secretary of Education is hereby specifically
26 authorized and shall be required to resolve audit findings
27 involving disallowed costs that are contested by comunity
28 colleges except for audit findings that involve mathemati cal
29 errors, violation of regulations or alleged illegal activities.

30 The proposed resolution of the Secretary of Education shall not
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be subject to the provisions of 2 Pa.C.S. The Secretary of
Education's notice to resolve audit findings shall be sent to
the community college in witing. The Secretary of Education may
resolve the audit findings by reducing the disallowed costs
related thereto in whole or in part.

(3) The Secretary of Education's notice to resolve an audit
finding by reducing or elimnating the disallowed costs nust be
made contingent upon the conmunity col | ege devel opi ng and
i npl enenting a corrective action plan to address the audit
finding. The community coll ege nust submt a corrective action
recei pt of the Secretary of Education's witten notice to
resolve the audit finding. The Secretary of Education shal
approve, reject or alter the plan submitted by the comunity
college within thirty (30) days of subnission. After the
community col |l ege receives witten notice of approval or agrees
inwiting to the Secretary of Education's alterations of the
corrective action plan, said plan shall be inplenmented and shal
be bi nding on the conmunity college. Inplenentation of the
approved or agreed upon corrective action plan will be verified
by an audit conducted by the departnment no later than the end of
the fiscal year following the fiscal year during which the plan
is inmplenmented. If no agreed upon corrective action plan is in
place within one year after the date of the Secretary of
Education's witten notice to resolve audit findings or if the
agreed upon corrective action has not been inplenmented within
one year after the date of the Secretary of Education's witten
notice to resolve the audit findings, then the Secretary of
Education is authorized to adjust paynents to the comunity

coll ege to collect any anmounts due based upon the findings
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contained in the audit report that was issued to the coll ege by
t he conmi ssi oner.

(4) The department shall deduct any anounts due the
Commonweal th as a result of audit findings that are resol ved
under this subsection fromany future paynment due to the
community coll ege fromthe Commonweal th. The Secretary of
Education is authorized to approve a paynent schedule in cases
where i medi ate repaynment of the full anpbunt due the
Commonweal th woul d j eopardize the ability of the comunity
coll ege to continue operations.

(5) Resolution authority provided to the Secretary of
Education in this subsection shall be Iimted to disall owed cost
findings relating to policy and/or adm nistrative practices. The
resolution authority shall not be used for audit findings in
whi ch the audited community coll ege data and docunentation is in
error, where a violation of applicable law or regulation is
found or where crimnal violations are suspected by the
Commonweal t h auditors and brought to the Secretary of
Education's attention in witing. Notw thstanding the
[imtations of this subsection, until June 30, 1995, the
Secretary of Education is authorized to resolve audit findings
i nvol ving disall owed costs for fiscal years prior to and
i ncl udi ng 1992- 1993 when such disall owed costs result from
vi ol ati on of regul ations.

(6) The department, through the Secretary of Education, is
authorized to issue guidelines for the operation of the
community col | ege educational and financial progranms. The
departnment shall anmend these guidelines on an annual basis to
reflect the departnent's position on issues that require

resol uti on under this subsecti on.
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(7) The provisions of subsection (d) are repeal ed i nsofar as
they are inconsistent with the provisions of this subsection.

(k.1) (1) By January 1, 2007, and January 1 of each year
thereafter, a community coll ege shall submt to the departnent
an audited financial statenment for the inmediately preceding
fiscal year. The audited financial statement shall be consistent
with the generally accepted accounting principles prescribed by
t he National Association of College and University Business
Oficers or its successor, by the American Institute of
Certified Public Accountants or its successor or by any other
recogni zed authoritative body and consistent with the financi al
reporting policies and standards pronul gated by Federal
Government and State governnent which apply to conmunity
col | eges, provided that an audited financial statenent shall not
be acceptable if the audit is conducted by an enpl oye or nenber
of the board of trustees of the conmmunity college or by an
organi zation or firmassociated with any enpl oye or nenber of
the board of trustees of the comunity col |l ege. The Depart nment
of Education may wi thhol d funds appropriated to community
col |l eges as necessary to ensure that audit reports are subntted
in the prescribed fashion.

(2) The audited financial statenment required under cl ause
(1) shall include:

(1) results of the tests of the community college's
accounting records and other procedures that are consi dered
necessary to enabl e the independent certified public accountant
to express an opinion as to whether the community college's
financial statenents are fairly presented, in all material
respects, consistent with the accounting principles set forth in

cl ause (1);
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(ii) a schedul e of operating expenses that presents al
operating expenses pertaining to the community college's
educati onal program and

(ti1) a verification of equivalent full-tinme students
enrolled in the community college in each of the foll ow ng
categories: credit, noncredit and each econom c devel opnent
stipend category, during the fiscal year for which the audited
financial statenent is presented.

(3) The department shall review the audited financi al
statement of a community college to determ ne whether the State
funds allocated to the community coll ege have been expended in
accordance with the accounting principles set forth in clause
(1). The department shall have ninety (90) days fromthe receipt
of an audited financial statenent to review the audited
financial statenent and notify the comrunity coll ege of any
material failure to neet the requirenents of this subsection

(4) A conmmunity college that receives notice fromthe
department under clause (3) shall have ninety (90) days fromthe
recei pt of such notice to submt a corrective action plan to the
depart nment.

(5) The department shall approve, reject or alter the
corrective action plan within thirty (30) days of subm ssion.
After the community coll ege receives witten notice of approval
of the corrective action plan or agrees in witing to the
departnent's alterations of the corrective action plan, the plan
shall be inplenmented and binding on the comunity coll ege.
| npl ement ati on of the approved or agreed-upon corrective action
pl an shall be verified by an audit conducted by the depart nent
no later than the end of the fiscal year following the fisca

year during which the plan is inplenented. If no agreed-upon
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corrective action plan is in place within one year after the
date of the departnment's witten notice under clause (4) or if
t he agreed-upon corrective action plan has not been inpl enented
wi thin one year after the date of the departnent's witten

noti ce under clause (4), then the departnent shall adjust
paynents to the conmunity college to collect any anmounts due
based upon the findings contained in the audit report.

(6) The State Board of Education shall promnulgate final-
omtted regul ati ons pursuant to the act of June 25, 1982
(P.L.633, No.181), known as the "Regul atory Review Act," as
necessary to inplenent this subsection.

(1) For the fiscal year 1992-1993, if insufficient funds are
appropriated to nake Conmonweal th paynments pursuant to this
section, such paynents shall be nade on a pro rata basis.

Section 3. The act is anmended by adding a section to read:

Section 1919-A. Community Col |l ege Nonnandat ed Capit al

Fund.--(a) The Conmunity Col |l ege Deferred Mai ntenance Fund is

establi shed as a separate fund in the State Treasury.

(b)Y The sources of the fund are as foll ows:

(1) Reinbursenents repaid by community coll eges to the

Commpnweal th pursuant to audits under section 1913-A and

requl ati ons under that section.

(2) Appropriations.

(3) Earnings on noney in the fund.

(c) The fund shall be used for deferred nmi nt enance projects

in conmmunity coll eges. Quidelines for di sbursenent shall be

devel oped by the Departnent of Education in consultation with

communi ty col |l eges.

(d) The npney in the fund is conti nuously appropriated to

the fund and shall not | apse at the end of any fiscal year.
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1 Section 4. The follow ng provisions of 22 Pa. Code are
2 abrogat ed:

3 (1) 35.61(f)(2).

4 (2) 335.22(3).

5 Section 5. This act shall take effect in 60 days.
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