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BILL SUMMARY 
House Bill 1307, Printer’s No. 2191 

Prime Sponsor:  Milne 
 

A.   SYNOPSIS: 
 
HB 1307 amends the Public School Code (School Code) to limit the compensation of superintendents and 
assistant superintendents of school districts in financial distress; require the Auditor General to conduct an 
audit of school districts in financial distress every four years; require the Department of Education (PDE) 
to provide annual reporting on intermediate unit funding, contracts and agreements; and allow students to 
wear military uniforms at graduation ceremonies. 
 
B.  BILL ANALYSIS: 
 
Superintendent Salaries.  HB 1307 amends section 696 of the School Code (relating to distress in school 
districts of the first class) by requiring the School Reform Commission to adhere to the salary 
requirements for superintendents and assistant superintendents as contained in section 1075 (relating to 
salaries) of the School Code.  Section 1075 sets minimum salary standards and requires the salaries of the 
superintendent and assistant superintendent to be paid out of district funds. 
 
The bill further amends section 1075 by stating that a superintendent or assistant superintendent of any 
school district in financial distress under section 691 (relating to when district distressed) may not receive 
any form of annual compensation except for an annual salary.  The term “annual compensation” includes 
bonuses, incentive payments or any other type of compensation.  Annual compensation does not include 
medical benefits or a severance payment if the superintendent or assistant superintendent is not 
terminated.  The superintendent or assistant superintendent may not receive any type of severance 
payment if terminated.  The amendment to section 1075 will take effect for any contract entered into or 
renewed on or after the effective date of the bill. 
 
Intermediate Unit Reporting.  HB 1307 amends section 907-A (relating to subsidies for services) and 
921-A (relating to financial reports) of the School Code by requiring PDE to prepare an annual report on 
subsidies and funds received and dispensed by intermediate units. PDE shall develop the format for the 
report, which shall include the following information: 

 
• A listing of all contracts, interagency agreements and purchase orders executed by a 

Commonwealth agency with each intermediate unit and between intermediate units. 
• The total amount, including annual amount for any multiyear contract, agreement or purchase 
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order, and the duration of each. 
• The source and amount of funding to cover the entire cost of the contract. 
• A description of programs and services being provided, including performance measures by 

which each intermediate unit will be assessed and penalties for nonperformance, if any. 
• A description of the selection process used in entering into the arrangement. 
• The number of all employees, contractors and agents covered under the contracts and the 

remuneration provided under the contract. 
 
The department shall post the report on its Internet website.  The first report submitted in 2011-12 shall 
also cover fiscal years 2009-10 and 2010-11.  Future reports shall cover the previous fiscal year. 
 
Military Uniforms at Graduation.  HB 1307 amends the School Code by adding a new section 1616 
(relating to wearing of military uniform at graduation ceremony), which will give a student the right to 
wear a dress uniform issued to the student by a branch of the United States Armed Forces while 
participating in his or her high school graduation ceremony.  In order to be eligible to wear the dress 
uniform, the student must fulfill all of the requirements to receive the diploma, complete basic training, 
and serve as an active member of a branch of the US Armed Forces. 
 
Audits of School Districts in Financial Distress.  HB 1307 amends the School Code by adding a new 
section 2411 (relating to audits of school districts), which requires the Auditor General to audit, every 
four years, the financial accounts and records of any school district that has received state appropriations 
and is declared financially distressed under Section 691.  If the Auditor General finds that any money 
received by the school district under this section has been expended for any purpose other than that for 
which it was paid, he shall notify PDE within 90 days of the finding and shall decline to approve any 
further requisition for the payment of any state appropriations to the school district until an amount equal 
to the amount improperly expended is expended properly.  The Treasury Department is also required to 
submit, at least annually, to the Auditor General its listing of appropriations made to each school district 
included under this section and the fund or account from which the appropriation was released. 
 
The bill takes effect in 60 days. 

 
C.  SUMMARY OF RELEVANT EXISTING LAW: 
 
The bill amends section 696 (relating to distress in school districts of the first class), section 1075 
(relating to salaries), section 907-A (relating to subsidies for services) and section 921-A (relating to 
financial reports) of the Public School Code of 1949.   
 

* * * 
 

SUMMARY OF AMENDMENT A10521 (Piccola) 
 
Amendment A10521 removes the following provisions from HB 1307: 
 

• The amendment to section 1075 of the School Code related to superintendent salaries. 
• The amendments to section 907-A and 921-A related to intermediate unit reporting.  
• The addition of section 2411 related to audits of school districts in financial distress. 

Amendment A10521 leaves in place the addition of section 1616 (regarding military uniforms at 
graduation).   
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In addition to the above, Amendment A10521 inserts into HB 1307 the following provisions related to 
superintendent contracts, intermediate units and school district financial recovery: 
 

• Superintendent Contracts:   

Amendment A10521 inserts into HB 1307 the text of SB 1296, PN 1983, related to superintendent 
contracts and performance standards (which passed the Senate on April 30, 2012, by a vote of 44-0), as 
modified by a compromise reached between the Pennsylvania Association of School Administrators 
(PASA) and the Pennsylvania School Boards Association (PSBA).  This language does the following: 
 

• Maintains the provision in current law that any contract for a superintendent or assistant 
superintendent may be for three to five years in length.  (SB 1296 provided that all initial 
contracts must be for a period of three years, and that any contract for an experienced 
superintendent or assistant superintendent may be for three to five years in length.  However, 
these provisions were removed from the proposed language pursuant to the PASA-PSBA 
compromise.) 
 

• Makes superintendent and assistant superintendent contracts subject to the Right-to-Know law. 
 

• Requires all superintendent and assistant superintendent contracts to do the following: 
• Set forth the mutual and complete agreement between the superintendent or assistant 

superintendent and the board of school directors with respect to the terms and conditions 
of employment. 

• Consistent with State Board of Education certification requirements, specify the duties, 
responsibilities, job description and performance expectations, including performance 
criteria provided for under the bill. 

• Incorporate all provisions relating to compensation and benefits. 
• Specify the term of employment and state that the contract shall terminate immediately 

upon the expiration of the term unless the contract is allowed to renew automatically as 
provided for in law. 

• Specify the termination, buyout and severance provisions, including all postemployment 
compensation and the period of time in which the compensation shall be provided. 

• Specify that termination, buyout and severance provisions are not to be modified during 
the course of the contract or in the event a contract is terminated prematurely.   

• Contain provisions relating to outside work that may be performed, if any. 
• State that any modification to the contract must be in writing. 
• State that the contract shall be governed by the laws of this Commonwealth. 
• Limit compensation for unused sick leave in initial employment contracts (i.e., first-time 

superintendents and assistant superintendents) to the maximum compensation for unused 
sick leave as provided for under the school district’s administrator compensation plan. 

• Limit the transfer of sick leave from previous employment to not more than 30 days in 
initial employment contracts. 

 
• Limits the amount of severance compensation to which a superintendent or assistant 

superintendent is entitled if a contract is ended prior to the end of the contract.  Specifically, if the 
severance takes effect two years or more prior to the end of the contract term, the agreement 
cannot exceed the equivalent of one year’s compensation and benefits otherwise due under the 
contract.  If the agreement takes effect less than two years prior to the end of the contract term, 
the agreement cannot exceed the equivalent of one-half of the total compensation and benefits 
due under the contract for the remainder of the term. 
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• Requires the employment contract to include objective performance standards mutually agreed to 

by the superintendent or assistant superintendent and the school board.  The objective criteria 
may include the following: 
 

• achievement of annual measurable objectives established by the school district in 
compliance with the No Child Left Behind Act of 2001; 

• achievement on Pennsylvania System of School Assessment (PSSA) tests; 
• achievement on Keystone Exams; 
• student growth as measured by the Pennsylvania Value-Added Assessment System; 
• attrition rates or graduation rates; 
• financial management standards; 
• standards of operational excellence; or 
• any additional criteria deemed relevant by the board of school directors. 

 
The State Board of Education may promulgate regulations in order to implement this section. 

 
• Directs the school board to conduct a formal written performance assessment of the 

superintendent or assistant superintendent annually.  The school board shall post the performance 
standards contained in the contract on the school district’s website, and after the annual 
assessment, post whether or not the superintendent or assistant superintendent has met those 
standards. 
 

• Requires the school board to publicly disclose the superintendent’s or assistant superintendent’s 
removal and conduct all proceedings openly.  (SB 1296 required the school board to publicly 
disclose the reason for the removal.  However, this provision was removed from the proposed 
language pursuant to the PASA-PSBA compromise.) 
 

• Applies to: 
• all contracts of superintendents or assistant superintendents entered into or renewed on or 

after the effective date of the bill; and 
• superintendents and assistant superintendents of school districts of the first class (i.e., 

Philadelphia) which were originally exempt from this law, thus repealing any section of 
law pertaining to the length of term of superintendents and assistant superintendents in 
school districts of the first class. 

. 
The superintendent contract provisions take effect 60 days following enactment. 
 

• Intermediate Units:   

Amendment A10521 leaves all portions of existing intermediate unit reporting law in effect, and replaces 
the intermediate unit reporting provisions of HB 1307 with a requirement that PDE post on its publicly 
accessible Internet website by March 1 of each year intermediate unit reports and data that PDE is already 
required under current law to post.  Current law does not provide a date certain by which PDE must post 
such information. 
 
Provisions of the amendment related to intermediate units take effect immediately upon enactment. 
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• School District Financial Recovery:   

Amendment A10521 inserts into HB 1307 a new article VI-A of the School Code pertaining to school 
district financial recovery.  The provisions apply only to first class A, second class, third class or fourth 
class school districts (not to first class school districts) and include the following: 
 
o Early Warning System/School District Financial Watch 

o PDE will develop and implement an early warning system to compile financial data about 
school districts, identify school districts that experience mild financial difficulties as being in 
“financial watch status” and provide such school districts with technical assistance. 

o School districts must provide PDE with financial data and information within 15 days of 
PDE’s request. 

o Within 60 days, PDE must issue guidelines for the development and implementation of the 
early warning system, including the fiscal and economic variables to be used in identifying 
school districts in financial watch status. 
 PDE must review and monitor any school district where a political subdivision 

located in the school district is in distress under Act 47. 
 

o Declaration of School District Financial Recovery Status 
o The Secretary of Education (Secretary) must issue a declaration of financial recovery status if 

a school district satisfies either of the following criteria: 
 “Moderate Financial Recovery School District”:  The school district has an average 

daily membership greater than 7,500 and receives an advance of its basic education 
subsidy at any time; OR 

 “Severe Financial Recovery School District”:  The school district receives an 
advance of its basic education subsidy at any time and is either:  (1) under a 
declaration of financial distress under section 691 of the School Code; or (2) is 
engaged in litigation against the Commonwealth in which the school district seeks 
financial assistance from the Commonwealth to allow the school district to continue 
in operation. 

o The Secretary may decline to issue a declaration of financial recovery status if the school 
district, within the previous 5 years, has faced an emergency that caused the above 
circumstances to occur. 

o No school district shall be declared to be in financial recovery status if any of the above 
circumstances arose due to the Commonwealth’s failure to make any payment of money due 
the district when such payment was due. 

o Within 2 years, the State Board must promulgate final-omitted regulations establishing 
additional criteria the Secretary may consider in determining whether to issue a declaration of 
financial recovery status and providing whether districts in financial recovery status will be 
deemed to be “moderate financial recovery school districts” or “severe financial recovery 
school districts.”  In promulgating the regulations: 
 The State Board must convene and consult with a statewide advisory committee 

including a superintendent, a school board member, a school district business 
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manager or chief financial officer, and designees from PDE and the Office of the 
Budget.   

 Members of the statewide advisory committee must be selected to represent the rural, 
suburban and urban school districts of the Commonwealth. 

 The statewide advisory committee must be convened within 60 days and must meet 
regularly.  

o PDE provides technical assistance to each school district in financial recovery status. 
o Once a school district is declared to be in financial recovery status, the Commonwealth 

commits to ensuring the continued effective education of students in the school district. 
 

o Chief Recovery Officer 
o Within 5 days of a declaration of financial recovery, the Secretary must appoint a chief 

recovery officer (CRO) for the school district who serves at the pleasure of the Secretary.   
 The CRO must satisfy one of the following: 

• Possess at least 5 years’ experience in the field of budget and financial 
management, public school finance, school administration, accounting, 
academic assessment or education law;  

• Hold a graduate degree in business or finance and have at least 4 years’ 
relevant experience in business, finance or management; or 

• Be the current business manager or financial officer of a Pennsylvania school 
district. 

 The CRO may not be an elected or appointed official or employee of the school 
district.  

 The CRO may not run for elected office in the school district or in any political 
subdivision coterminous with the school district within 2 years after his appointment 
as CRO has ended. 

 PDE shall pay the CRO a salary determined by PDE and actual and necessary 
expenses. 

o Powers and duties of the CRO: 
 With PDE assistance, develop, implement and administer a financial recovery plan 

for the school district. 
 Coordinate PDE’s provision of technical assistance to the school district. 
 Oversee the school district during a 5-year post-financial recovery transition period. 
 Attend regular and executive sessions of the school board. 
 Where a Receiver is appointed by the court, serve as an advisor to the Receiver. 
 Receive public input regarding the development and implementation of the financial 

recovery plan. 
 Have full access to all records of the school district, with the ability to petition the 

Court of Common Pleas for a writ of mandamus to require elected or appointed 
officials to furnish records and information. 

 Negotiate with creditors of the school district in an effort to adjust claims. 
 

o Financial Recovery Plan 
o The financial recovery plan for a school district in financial recovery status must: 
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 Provide for the delivery of effective educational services. 
 Provide for the payment of lawful financial obligations. 
 Provide for the timely deposit of required payments to the Public School Employees’ 

Retirement Fund. 
 Provide a plan for the school district’s return to financial stability, which: 

• Must include the following:   
o A cash flow analysis. 
o Revenue and expenditure projections for the current year and the 

following 2 years. 
o Benchmarks and timelines for restoring the school district to 

financial stability. 
• May include any of the following, if appropriate: 

o Recommendations that will: 
 Satisfy judgments, past-due accounts payable and past-due 

and payable payroll and fringe benefits. 
 Eliminate deficits and deficit funds. 
 Restore to special fund accounts money from those accounts 

that was used for unauthorized purposes. 
 Balance the budget, avoid future fund deficits and maintain 

current payments of payroll, fringe benefits and accounts 
through possible revenue enhancement recommendations, 
including tax or fee changes. 

 Avoid a future declaration of financial recovery status. 
 Enhance the school district’s ability to negotiate new debt. 
 Consider changes in accounting procedures. 
 Propose debt reduction on specific claims through amortized 

or lump sum payments. 
o Recommendations for: 

 Changes in permanent and temporary staffing levels, 
organization and policy. 

 Special audits or further studies. 
 Sale, lease, conveyance, assignment or other use or 

disposition of assets. 
 The application for a loan under the Financial Recovery 

Transitional Loan Program. 
o An analysis of whether functional consolidation or privatization of 

services would be appropriate or feasible, including timelines for 
implementation and anticipated cost efficiencies. 

o A capital budget that addresses infrastructure deficiencies. 
o Recommendations for greater use of Commonwealth or intermediate 

unit programs. 
o Recommendations for, and anticipated cost savings resulting from, 

the use of new tools available under this bill (listed and explained 
later in this outline). 
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 At PDE’s expense, require the school district to use financial data software that is 
connected directly to PDE’s financial data systems, to ensure that both the school 
district and PDE are using accurate and consistent data.   

 Establish specific criteria the school district must satisfy to terminate financial 
recovery status, which must include, but are not limited to: 

• The school district does not request an advance of its basic education 
subsidy. 

• All teacher and other employee salaries are paid when due. 
• The school district is not in default on any indebtedness and is not subject to 

withholding by the Secretary under section 633 of the School Code. 
• The school district does not satisfy any other triggers for a declaration of 

financial recovery status set forth in regulations of the State Board of 
Education.  

• The school district is making progress toward financial stability. 
o The financial recovery plan may require the school district to use any of the following tools 

available to school districts in financial recovery status: 
 Reopen the school district’s budget. 
 Convert school buildings to charter schools. (Similar to a tool that is now available to 

a School Reform Commission (SRC)) 
 By a majority vote, the school board would designate and approve school 

buildings or portions of buildings it seeks to convert. 
 Once the board votes to convert a building to a charter school, the board must 

conduct a Request for Proposals process to solicit and evaluate applications 
to operate the charter school from individuals or entities authorized to 
establish a charter school under the current Charter School Law. 

 Cancel or renegotiate contracts, other than collective bargaining agreements, if doing 
so will effect needed economies in the operation of district schools. (Currently 
available to an SRC) 

 Increase tax levies, subject to Act 1.  (Currently available to an SRC) 
 Appoint a special collector of delinquent taxes. (Currently available to an SRC) 
 Dispense with the services of nonprofessional employees that are not needed for the 

economical operation of the district. (Currently available to an SRC) 
 Enter into agreements with persons or organizations to operate schools. (Currently 

available to an SRC) 
 Suspend or revoke a charter. (Currently available to an SRC) 
 Employ professional and senior management employees without state certification if 

the Secretary approves the person’s qualifications. (Currently available to an SRC) 
 Enter into agreements with persons or organizations providing educational or other 

services to or for the school district. (Currently available to an SRC) 
 Close or reconstitute a school, including the reassignment, suspension or dismissal of 

professional employees. (Currently available to an SRC) 
 Appoint managers, administrators or organizations to oversee school operations. 

(Currently available to an SRC) 
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 Reallocate resources, amend school procedures, develop achievement plans and 
implement testing or other evaluation procedures for educational purposes. 
(Currently available to an SRC) 

 Supervise and direct principals, teachers and administrators. (Currently available to 
an SRC) 

 Negotiate a new collective bargaining agreement if doing so will effect needed 
economies in the operation of district schools, provided that: 
 The parties would have 90 days to ratify a new collective bargaining 

agreement; otherwise, the CRO would establish a personnel salary schedule 
and other contract terms that would be in effect until a new agreement is 
ratified. 

 No financial recovery school district is required to negotiate any of the 
following issues: (Currently available to an SRC) 
 Contracts with third parties for the provision of goods or services. 
 Decisions related to reductions in force. 
 Staffing patterns and assignments, class schedules, academic 

calendar, places of instruction, pupil assessment and teacher 
preparation time. 

 Use, continuation or expansion of pilot or experimental programs. 
 Approval or designation of a school as a charter or magnet school. 
 Use of technology to provide instructional or other services. 

 A collective bargaining agreement entered into after a declaration of 
financial recovery status must provide for the following, but may not provide 
for increased compensation solely to fulfill these requirements: (Currently 
available to an SRC) 
 A school day equal to or exceeding the state average, with additional 

time used exclusively for instructional time. 
 A number of instructional days equal to or exceeding the state 

average. 
 The right-to-strike would be eliminated. (Currently available to an SRC) 

 Delegate to a person, including a school district employee or an organization, powers 
the CRO deems necessary to carry out the purposes of the new law. (Currently 
available to an SRC) 

 Employ, contract with or assign persons or organizations to review the financial and 
educational programs of school buildings and make recommendations. (Currently 
available to an SRC) 

 Negotiate a contract with a charter school under which the charter school may agree 
to repay a portion of the school district’s financial recovery transitional loan.  

o No collective bargaining agreement entered into after the approval of a financial recovery 
plan may violate, expand upon or diminish the provisions of the plan. 

o Once the plan is approved: 
 The school board must carry out the plan and may take no actions not set forth in the 

plan. 
 The CRO is responsible for ensuring the plan is implemented by: 
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o Notifying creditors, collective bargaining units and other affected parties of 
the plan’s adoption and how their claims and interests will be treated. 

o Overseeing the implementation of the plan by the school board by directly 
controlling the implementation process, including directing employees and 
elected or appointed district officials to take actions necessary to implement 
the plan and refrain from taking actions that would impede implementation 
of the plan. 

o Reporting monthly to PDE and the Secretary on the district’s progress under 
the plan. 

o Modifying the plan where necessary, subject to approval of the school board 
and the Secretary. 

o Recommending to the Secretary when financial recovery status should be 
terminated. 

• If the school board fails to comply with directives of the CRO, the school district is 
subject to the appointment of a Receiver.   

 
o Process for Moderate Financial Recovery School Districts 

o Within 90 days of his appointment, the CRO must develop a financial recovery plan. 
 The CRO may request an extension of time if needed. 

o After the CRO develops the plan, the plan is subject to review and approval by the school 
board and the Secretary. 
 The CRO provides copies of the plan to the school district, school board members, 

the superintendent of the school district, the solicitor of the school district and the 
advisory committee.   

 The school board must: 
 Make the plan available for public inspection. 
 Vote to approve or disapprove the plan within 30 days. 

 If the board approves the plan, the CRO must submit the plan to the Secretary within 
5 days. 

 The Secretary must approve or disapprove the plan within 10 days. 
 If the Secretary disapproves the plan, the CRO must develop a revised plan 

within 20 days. 
 If the board does not approve the plan: 

 The school district is not eligible for a financial recovery transitional loan. 
 The school district does not receive technical assistance. 
 The Secretary must, between 366 and 370 days after the financial recovery 

declaration, petition the Court of Common Pleas for the appointment of a 
Receiver.   

o Advisory Committee: 
 Within 10 days after a financial recovery declaration, the school board must appoint 

an Advisory Committee to meet and consult with the CRO in the development and 
implementation of a financial recovery plan.   

 The Advisory Committee consists of 11 members appointed as follows: 
• 4 members appointed by the school board: 
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o 2 elected school board members. 
o 1 principal in the school district. 
o 1 business official in the school district. 

• 6 members appointed by the local intermediate unit: 
o 1 employee of the local intermediate unit. 
o 1 representative of a charter school serving the school district. 
o 1 special education advocate. 
o 1 representative of an adjoining school district. 
o 2 community members. 

• 1 teacher in the school district appointed by the local teachers’ union. 
 The Advisory Committee receives no compensation for its services. 
 The Advisory Committee meets at least monthly with the CRO 
 The Advisory Committee terminates when the district’s financial recovery status is 

terminated. 
 

o Process for Severe Financial Recovery School Districts 
o Vote to proceed: 

 Within 14 days of the declaration of financial recovery status, the school board must 
adopt, by majority vote, a resolution electing to proceed with one of the following: 

• Cooperation with the CRO and development, approval and implementation 
of a financial recovery plan; or 

• Appointment of a Receiver.  
 Where the board does not hold a vote to proceed or votes to proceed with 

receivership, the Secretary must file a petition for receivership within 5 days. 
o For those school districts that vote to cooperate with the CRO, the procedure is as follows: 

 Within 30 days of his appointment, the CRO must develop a financial recovery plan. 
 The CRO may request an extension of time if needed. 

 After the CRO develops the plan, the plan is subject to review and approval by the 
school board and the Secretary. 

 The CRO provides copies of the plan to the school district, school board members, 
the superintendent of the school district and the solicitor of the school district.   

 The school board must: 
• Make the plan available for public inspection. 
• Vote to approve or disapprove the plan within 10 days. 

 If the board approves the plan, the CRO must submit the plan to the Secretary within 
5 days. 

 The Secretary must approve or disapprove the plan within 10 days. 
• If the Secretary disapproves the plan, the CRO must develop a revised plan 

within 20 days. 
 If the board does not approve the plan: 

 The school district is not eligible for a financial recovery transitional loan. 
 The school district does not receive technical assistance. 
• A petition for receivership must be filed within 5 days. 
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o The CRO must conduct 4 public forums to discuss the development and implementation of 
the plan. 

 
o Financial Recovery Transitional Loan Program 

o Account:  The Financial Recovery Transitional Loan Account will be established in PDE and 
may be funded by any annual appropriation, principal repayments, other unencumbered funds 
of PDE, and interest earned on moneys in the account. 

o Eligibility and amount:  Each school district in financial recovery status is eligible for a long-
term, interest-free loan, in an amount, accessible over a term and repayable according to a 
schedule set forth in the financial recovery plan. 

o Applications:  The financial recovery plan constitutes an application for a loan, and the 
Secretary’s approval of the plan constitutes his approval of the loan.  Where the court grants a 
petition for receivership in the case of a school district that is cooperating with the CRO but 
still is not achieving its goals, the court may order PDE to approve a loan. 

o Suspension:  Loans are suspended and immediately due and payable if, in the judgment of the 
Secretary, the district fails to take all actions necessary to implement the plan and is not 
progressing toward financial stability.   
 The Secretary must notify the chairs of the Appropriations and Education 

Committees of the House and Senate when such a determination is made. 
o Voluntary charter school assistance:  A school district receiving a loan may enter into a 

voluntary contract with a charter school in which school district students are enrolled under 
which the charter school may give the school district funds to assist in repayment of the loan.  

o Emergency loans: 
 Before a school district approves a financial recovery plan, the CRO may apply to the 

Secretary for an expedited loan if the CRO verifies the following: 
• All steps have been taken to ensure only critical payments have been made to 

maintain and continue instruction of students enrolled in the school district; 
and 

• The school district is in imminent danger of insolvency or the school district 
may cease operations within 30 days. 

o Limitations:   
 Loans shall be used solely to implement the components of the financial recovery 

plan, including the payment of current expenses of the school district. 
 Loans are not subject to, and are subordinate to indebtedness incurred under, the 

Local Government Unit Debt Act. 
 The total amount of loans awarded at any time may not exceed the amount in the 

fund. 
 A school district may receive only one loan per fiscal year. 
 A school district’s nonpayment of a loan will not subject the school district to 

withholding under section 633 of the School Code. 
 

o After Financial Stability is Restored 
o Termination of Financial Recovery Status: 
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 In determining whether to terminate financial recovery status, the Secretary must 
consider: 

• Whether the school district has satisfied and is continuing to satisfy the 
criteria set forth in the plan. 

• Whether the monthly reports submitted by the CRO to the Secretary 
concerning the district’s progress under the plan indicate that termination of 
financial recovery status is appropriate. 

 To terminate financial recovery status, the Secretary must issue a written declaration 
that the school district is no longer in financial recovery status, including a statement 
of the facts upon which the Secretary relied in making the determination. 

 A school district may petition the Secretary for termination. 
o 5-Year Transition Period: 

 Once financial recovery status is terminated and the elected school board resumes 
full control, the CRO and PDE maintain oversight over the elected school board for 5 
years to ensure financial stability is maintained, i.e., the school district continues to 
satisfy the criteria set forth in the plan. 

 If a political subdivision within the school district is in distress under Act 47, the 
CRO and PDE will maintain oversight over the school district for so long as the 
political subdivision is in distress, regardless of whether the school district satisfies 
the criteria set forth in the plan. 

o Appointment of Receiver: 
 If, during the 5-year transition period, the elected school board fails to implement the 

plan or to achieve criteria set forth in the plan, the Secretary must petition the Court 
of Common Pleas in the county in which the district is located for the appointment of 
a Receiver. 

 
o Receivership 

o Criteria:  The Secretary must petition the Court of Common Pleas for the appointment of a 
receiver if the school district: 
 Fails to approve the plan; 
 Fails to implement the plan; 
 Fails to achieve the criteria set forth in the plan during the 5-year transition period 

after termination of financial recovery status; or 
 Votes to proceed with the appointment of a Receiver.   

o Process: 
 The petition for receivership must include a copy of a financial recovery plan. 
 The court must conduct a hearing within 7 days and must issue an order granting or 

denying the receivership within 10 days of the hearing.   
 The court must grant the receivership unless the court finds clear and convincing 

evidence that the petition is arbitrary, capricious or wholly irrelevant to restoring the 
school district to financial stability. 

 An order granting the receivership shall: 
• Declare the school district to be in receivership for 3 years, subject to a 

petition for an extension. 
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• State the criteria upon which the order was granted. 
• Appoint the individual named in the petition as Receiver. 
• Direct the Receiver to implement the financial recovery plan. 
• If the school district has applied for a financial recovery transitional loan, 

order PDE to award a loan to the school district. 
 An order denying the receivership shall state the reasons the petition was denied and 

findings of fact to support the order. 
 When a Receiver is appointed: 

• The CRO remains in place as an advisor to the Receiver.   
• The Receiver assumes all powers and duties of the board of school directors 

except the power to levy and raise taxes, which remains a power of the 
elected board.  The elected board is required to levy and raise taxes if 
directed to do so by the Receiver. 

o The Receiver: 
 The Receiver must:  (1) have at least 5 years’ experience in the field of budget and 

financial management, public school finance, school administration, accounting, 
academic assessment or education law; (2) hold a graduate degree in business or 
finance and have at least 4 years’ relevant experience in business, finance or 
management; or (3) be the current business manager or financial officer of a 
Pennsylvania school district. 

• The CRO for the school district may be appointed as Receiver. 
 The Receiver’s compensation will be set and paid by PDE pursuant to a contract 

between the Receiver and PDE.  PDE will also reimburse the Receiver for actual and 
necessary expenses. 

 The Receiver may not: 
• Be an elected or appointed official of the school district or an employee of 

the school district.  
• Seek elected office in the school district or in a political subdivision 

coterminous with the school district for a period of 2 years after his 
appointment as Receiver has ended. 

• Engage in any conduct prohibited by the State Adverse Interest Act. 
 The Receiver will not be liable personally for obligations of a school district in 

financial recovery and will enjoy sovereign and official immunity. 
 The Secretary may, for any reason, file a petition with the Court requesting that the 

appointment of a Receiver be revoked and that the current Receiver be replaced. 
o The Receiver must: 

 Ensure that the plan developed by the CRO is implemented by the CRO and the 
elected school board. 

 Submit quarterly reports to the Secretary, the Superintendent and the elected school 
board (and the Advisory Committee, if one is required) concerning progress under 
the plan. 

 Meet regularly with the Advisory Committee if one is required. 
 Direct the school district to take any actions necessary to implement the plan and 

refrain from taking actions that would impede implementation of the plan. 
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 Modify the plan as necessary by submitting a petition to the Court of Common Pleas. 
 Employ financial or legal experts to develop and implement the plan. 
 Attend regular and executive sessions of the school board. 
 Petition the Court for a writ of mandamus upon any elected or appointed official to 

secure compliance with a directive of the Receiver 
o Termination of Receivership: 

 The receivership shall expire 3 years after the appointment of the Receiver unless the 
Secretary petitions the Court for one or more 3-year extensions of the receivership. 

 5--Year Transition Period: 
• Once the receivership has expired and the elected school board resumes full 

control, the CRO and PDE maintain an oversight role over the elected school 
board for 5 years to ensure financial stability is maintained, i.e., the school 
district continues to satisfy the criteria set forth in the plan and the financial 
recovery triggers are not occurring. 

• If a political subdivision located within the school district is in distress under 
Act 47, the CRO and PDE will maintain an oversight role over the school 
district for so long as the political subdivision is in distress, regardless of 
whether the school district satisfies the criteria set forth in the plan. 
 

o Miscellaneous Provisions 
o School directors must remain in office:  Consistent with current law regarding distressed 

school districts, the elected school directors of a district in financial recovery status may not 
resign their offices without the approval of the CRO or Receiver, and shall continue in office 
for the remainder of their terms, unless removed from office for neglect of duty or unless a 
director is elected or appointed to another position for which there is a requirement that the 
person hold no elective office or not serve as a school director.   

o Elections:  A declaration of financial recovery status or the appointment of a Receiver will 
not interfere with the regular election or reelection of school directors. 

o Bankruptcy:  School districts are specifically prohibited from filing for bankruptcy 
protection. 

o Transition from current fiscal distress law:   
 Current fiscal distress provisions and existing special boards of control remain in 

effect for a 6-month transition period while initial declarations of financial recovery 
status are issued and CROs are appointed. 

 Upon the appointment of a CRO, a school district’s current special board of control 
terminates. 

o Attendance in other districts:  Section 1607(b)(1) of the School Code is amended to eliminate 
the current 165-student cap on the number of students from a distressed school district that 
can be assigned on a tuition basis to a school district located within 3 miles of the distressed 
school district.   

 
o Other Amendments Needed to Effectuate the New Law 

o Current provisions of law applicable to special boards of control would be amended to reflect 
that they would no longer apply as of 6 months after the effective date of the act: 
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 Section 691(a) and (b):  Financial distress triggers (would no longer apply to first 
class A, second class, third class or fourth class school districts as of 6 months after 
the effective date; would continue to apply to first class school districts). 

 Section 692:  Special board of control; petition; appointments. 
 Section 692.1:  When no appointment is made. 
 Section 692.2:  Compensation of special board of control. 
 Section 693:  Powers of special board of control (would no longer apply to first class 

A, second class, third class or fourth class school districts as of six months after the 
effective date; would continue to apply to first class school districts). 

 Section 694:  Additional tax. 
 Section 695:  School directors to remain in office; elections. 

o Elementary Schools: 
 Section 501 would be amended to clarify that a school district may fulfill its statutory 

duty to “establish, equip, furnish, and maintain a sufficient number of elementary 
public schools” by converting a school building to a charter school, by contracting 
with an education management service provider to operate a school building, or by 
paying tuition for students residing in the school district to attend school in another 
school district, if both school districts agree. 
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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL 
No. 1307 Session of

2011 

INTRODUCED BY MILNE, BOYD, CALTAGIRONE, CLYMER, COHEN, D. COSTA, 
DAY, GABLER, GINGRICH, HALUSKA, KAVULICH, MAJOR, MILLARD, 
MOUL, MUNDY, MURT, PAYTON, PEIFER, PICKETT, PYLE, RAPP, 
REICHLEY, ROSS, SCHRODER, SONNEY, THOMAS, TOEPEL AND WAGNER, 
APRIL 7, 2011

AS AMENDED ON SECOND CONSIDERATION, HOUSE OF REPRESENTATIVES, 
JUNE 23, 2011   

AN ACT
Amending the act of March 10, 1949 (P.L.30, No.14), entitled "An 

act relating to the public school system, including certain 
provisions applicable as well to private and parochial 
schools; amending, revising, consolidating and changing the 
laws relating thereto," FURTHER PROVIDING FOR DISTRESS IN 
SCHOOL DISTRICTS OF THE FIRST CLASS; in intermediate units, 
further providing for subsidies for services and, for 
financial reports AND FOR SUPERINTENDENTS' SALARIES; AND 
PROVIDING FOR WEARING OF MILITARY UNIFORM AT GRADUATION 
CEREMONY AND FOR AUDITS OF SCHOOL DISTRICTS.
The General Assembly of the Commonwealth of Pennsylvania 

hereby enacts as follows:
Section 1.  Section 907-A of the act of March 10, 1949 

(P.L.30, No.14), known as the Public School Code of 1949, added 
May 4, 1970 (P.L.311, No.102), is amended to read:

SECTION 1.  SECTION 696(I)(3) OF THE ACT OF MARCH 10, 1949 
(P.L.30, NO.14), KNOWN AS THE PUBLIC SCHOOL CODE OF 1949, 
AMENDED OCTOBER 30, 2001 (P.L.828, NO.83), IS AMENDED TO READ:

SECTION 696.  DISTRESS IN SCHOOL DISTRICTS OF THE FIRST 
CLASS.--* * *
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(I)  IN ADDITION TO ALL POWERS GRANTED TO THE SUPERINTENDENT 
BY LAW AND A SPECIAL BOARD OF CONTROL UNDER SECTION 693 AND 
NOTWITHSTANDING ANY OTHER LAW TO THE CONTRARY, THE SCHOOL REFORM 
COMMISSION SHALL HAVE THE FOLLOWING POWERS:

* * *
(3)  TO SUSPEND THE REQUIREMENTS OF THIS ACT AND REGULATIONS 

OF THE STATE BOARD OF EDUCATION EXCEPT THAT THE SCHOOL DISTRICT 
SHALL REMAIN SUBJECT TO THOSE PROVISIONS OF THIS ACT SET FORTH 
IN SECTION 1075, SECTION 1732-A(A), (B) AND (C) AND SECTION 
1714-B AND REGULATIONS UNDER THOSE SECTIONS.

* * *
SECTION 2.  SECTION 907-A OF THE ACT, ADDED MAY 4, 1970 

(P.L.311, NO.102), IS AMENDED TO READ:
Section 907-A.  Subsidies for Services.--(a)  Intermediate 

units shall receive subsidies from the Commonwealth as herein 
provided only for services performed pursuant to and authorized 
by law, as hereinafter provided. Nothing contained herein shall 
prohibit intermediate units from receiving funds from school 
districts and other sources including nonpublic nonprofit 
schools and expending such funds to provide additional services 
not included in the approved program of services.

(b)  (1)  No later than February 1, 2012, and each year 
thereafter,     the Department of Education   shall prepare   a report   
on subsidies and funds received under this section. The report 
shall include, but not be limited to, the following information:

(i)  A listing of all contracts, interagency agreements and 
purchase orders executed by a Commonwealth agency with each 
intermediate unit   and between intermediate units  .  

(ii)  The total amount, including annual amount for any 
multiyear contract, agreement or purchase order, and the 
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duration of each.
(iii)  The source and amount of funding to cover the entire 

cost of the contract.
(iv)  A description of programs and services being provided, 

including performance measures by which each intermediate unit 
will be assessed and penalties for nonperformance, if any.

(v)  A description of the selection process used in entering 
into the arrangement.

(vi)  The number of all employes, contractors and agents 
covered under the contracts and the remuneration provided under 
the contract.

(2)  The Department of Education shall develop the format to 
be used by the intermediate unit in the collection of the 
information specified in paragraph (1).

(3)  The Department of Education shall post the reports on 
the department's Internet website.

(4)  The report   submitted in 2011-2012 shall cover fiscal   
years 2009-2010 and 2010-2011. Future reports shall cover the 
previous fiscal year  .  

Section 2 3.  Section 921-A of the act is amended by adding a 
subsection to read:

Section 921-A.  Financial Reports.--* * *
(a.1)  The Department of Education shall post on its Internet 

website, in the format consistent with those already posted for 
the other local education agencies, information included in the 
intermediate units' annual financial report.

* * *
SECTION 4.  SECTION 1075 OF THE ACT, AMENDED JANUARY 14, 1970 

(1969 P.L.468, NO.192), IS AMENDED TO READ:
SECTION 1075.  SALARY.--(A)  THE BOARD OF SCHOOL DIRECTORS AT 
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ANY CONVENTION ELECTING A DISTRICT SUPERINTENDENT OR AN 
ASSISTANT DISTRICT SUPERINTENDENT SHALL DETERMINE THE AMOUNT OF 
SALARY TO BE PAID SUCH DISTRICT SUPERINTENDENT OR ASSISTANT 
DISTRICT SUPERINTENDENT WHICH COMPENSATION SHALL BE PAID OUT OF 
THE FUNDS OF THE DISTRICT. IF A DISTRICT SUPERINTENDENT OR AN 
ASSISTANT DISTRICT SUPERINTENDENT IS EMPLOYED IN A JOINT SCHOOL 
SYSTEM INCLUDING KINDERGARTEN OR GRADES 1 TO 12, HIS SALARY 
SHALL BE FIXED BY A MAJORITY VOTE OF ALL THE SCHOOL DIRECTORS IN 
THE DISTRICTS OPERATING THE JOINT SCHOOL SYSTEMS, AND SHALL BE 
PAID BY THE DISTRICTS IN THE SAME PROPORTIONS AS THEY CONTRIBUTE 
TO THE SUPPORT OF THE JOINT SCHOOL.

(B)  DISTRICT SUPERINTENDENTS AND ASSISTANT DISTRICT 
SUPERINTENDENTS SHALL BE ENTITLED TO THE FOLLOWING MINIMUM 
ANNUAL SALARIES:

(1)  ASSISTANT DISTRICT SUPERINTENDENTS HAVING LESS THAN ONE 
HUNDRED (100) TEACHERS UNDER THEIR SUPERVISION, NINE THOUSAND 
DOLLARS ($9,000).

(2)  ASSISTANT DISTRICT SUPERINTENDENTS HAVING ONE HUNDRED 
(100) TEACHERS OR MORE BUT LESS THAN THREE HUNDRED (300) 
TEACHERS UNDER THEIR SUPERVISION, TEN THOUSAND DOLLARS 
($10,000).

(3)  ASSISTANT DISTRICT SUPERINTENDENTS HAVING THREE HUNDRED 
(300) OR MORE TEACHERS UNDER THEIR SUPERVISION, ELEVEN THOUSAND 
DOLLARS ($11,000).

(4)  DISTRICT SUPERINTENDENTS HAVING LESS THAN ONE HUNDRED 
(100) TEACHERS UNDER THEIR SUPERVISION, THIRTEEN THOUSAND 
DOLLARS ($13,000).

(5)  DISTRICT SUPERINTENDENTS HAVING ONE HUNDRED (100) 
TEACHERS OR MORE BUT LESS THAN THREE (300) TEACHERS UNDER THEIR 
SUPERVISION, FOURTEEN THOUSAND DOLLARS ($14,000).
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(6)  DISTRICT SUPERINTENDENTS HAVING THREE HUNDRED (300) OR 
MORE TEACHERS UNDER THEIR SUPERVISION, FIFTEEN THOUSAND DOLLARS 
($15,000).

(C)  EXCEPT AS PROVIDED UNDER SUBSECTION (B), DISTRICT 
SUPERINTENDENTS AND ASSISTANT DISTRICT SUPERINTENDENTS OF A 
SCHOOL DISTRICT THAT HAS BEEN ISSUED A CERTIFICATION DECLARING 
THE SCHOOL DISTRICT IN FINANCIAL DISTRESS UNDER SECTION 691 MAY 
NOT RECEIVE:

(1)  ANY FORM OF ANNUAL COMPENSATION EXCEPT FOR AN ANNUAL 
SALARY.   FOR THE PURPOSES OF THIS PARAGRAPH, ANNUAL COMPENSATION   
SHALL INCLUDE BONUSES, INCENTIVE PAYMENTS AND ANY OTHER TYPE OF 
COMPENSATION. ANNUAL COMPENSATION SHALL NOT INCLUDE MEDICAL 
BENEFITS OR A SEVERANCE PAYMENT IF THE DISTRICT SUPERINTENDENT 
OR ASSISTANT DISTRICT SUPERINTENDENT IS NOT TERMINATED.

(2)  ANY TYPE OF SEVERANCE PAYMENT IF THE DISTRICT 
SUPERINTENDENT OR ASSISTANT DISTRICT SUPERINTENDENT WAS 
TERMINATED.

SECTION 5.  THE ACT IS AMENDED BY ADDING SECTIONS TO READ:
SECTION 1616.  WEARING OF MILITARY UNIFORM AT GRADUATION 

CEREMONY.--A STUDENT SHALL HAVE THE RIGHT TO WEAR A DRESS 
UNIFORM ISSUED TO THE STUDENT BY A BRANCH OF THE UNITED STATES 
ARMED FORCES WHILE PARTICIPATING IN THE GRADUATION CEREMONY FOR 
THE STUDENT'S HIGH SCHOOL IF THAT STUDENT MEETS THE FOLLOWING 
REQUIREMENTS:

(1)  THE STUDENT HAS FULFILLED ALL OF THE REQUIREMENTS FOR 
RECEIVING A HIGH SCHOOL DIPLOMA IN THIS COMMONWEALTH AND IS 
OTHERWISE ELIGIBLE TO PARTICIPATE IN THE GRADUATION CEREMONY.

(2)  THE STUDENT HAS COMPLETED BASIC TRAINING FOR, AND IS AN 
ACTIVE MEMBER OF, A BRANCH OF THE UNITED STATES ARMED FORCES.

SECTION 2411.  AUDITS OF SCHOOL DISTRICTS.--THE DEPARTMENT OF 
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THE AUDITOR GENERAL SHALL, EVERY FOUR YEARS, HAVE THE POWER, AND 
ITS DUTY SHALL BE, TO AUDIT THE FINANCIAL ACCOUNTS AND RECORDS 
OF EACH SCHOOL DISTRICT THAT HAS BEEN ISSUED A CERTIFICATION 
DECLARING THE SCHOOL DISTRICT IN FINANCIAL DISTRESS UNDER 
SECTION 691   THAT   RECEIVES AN APPROPRIATION OF MONEY, PAYABLE OUT   
OF ANY FUND IN THE STATE TREASURY, OR ENTITLED TO RECEIVE ANY 
PORTION OF ANY STATE TAX FOR ANY PURPOSE WHATSOEVER, AS FAR AS 
MAY BE NECESSARY TO SATISFY THE DEPARTMENT OF THE AUDITOR 
GENERAL THAT THE MONEY RECEIVED WAS EXPENDED OR IS BEING 
EXPENDED FOR NO PURPOSE OTHER THAN THAT FOR WHICH IT WAS PAID.

IF AT ANY TIME THE DEPARTMENT OF THE AUDITOR GENERAL SHALL 
FIND THAT ANY MONEY RECEIVED BY A SCHOOL DISTRICT THAT HAS BEEN 
ISSUED A CERTIFICATION DECLARING THE SCHOOL DISTRICT IN 
FINANCIAL DISTRESS UNDER SECTION 691 HAS BEEN EXPENDED FOR ANY 
PURPOSE OTHER THAN THAT FOR WHICH IT WAS PAID, IT SHALL NOTIFY 
THE DEPARTMENT OF EDUCATION WITHIN NINETY DAYS OF THE FINDING, 
AND SHALL DECLINE TO APPROVE ANY FURTHER REQUISITION FOR THE 
PAYMENT OF ANY APPROPRIATION, OR ANY FURTHER PORTION OF ANY 
STATE TAX, TO THE SCHOOL DISTRICT, UNTIL AN AMOUNT EQUAL TO THAT 
IMPROPERLY EXPENDED SHALL HAVE BEEN EXPENDED FOR THE PURPOSE FOR 
WHICH THE MONEY IMPROPERLY EXPENDED WAS RECEIVED FROM THE STATE 
TREASURY.

THE TREASURY DEPARTMENT SHALL SUBMIT, AT LEAST ANNUALLY, TO 
THE DEPARTMENT OF THE AUDITOR GENERAL, ITS LISTING OF 
APPROPRIATIONS MADE TO EACH SCHOOL DISTRICT AND THE FUND OR 
ACCOUNT FROM WHICH THE APPROPRIATION WAS RELEASED.

SECTION 6.  THE AMENDMENT OF SECTION 1075 OF THE ACT SHALL 
APPLY TO A CONTRACT SETTING THE COMPENSATION OF A DISTRICT 
SUPERINTENDENT OR ASSISTANT DISTRICT SUPERINTENDENT OF A SCHOOL 
DISTRICT THAT HAS BEEN ISSUED A CERTIFICATION DECLARING THE 
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SCHOOL DISTRICT IN FINANCIAL DISTRESS UNDER SECTION 691 ENTERED 
INTO OR RENEWED ON OR AFTER THE EFFECTIVE DATE OF THIS SECTION.

Section 3 7.  This act shall take effect in 60 days.
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