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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1544 =35
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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," providing for a successful school
budget subsidy system
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. The act of March 10, 1949 (P.L.30, No.14), known
as the Public School Code of 1949, is anmended by addi ng an
article to read:

ARTI CLE XXV-B

SUCCESSFUL SCHOCOL SUBSI DY _SYSTEM

Secti on 2501- B. Legi sl ati ve fi ndi ngs and decl arati ons.

The CGeneral Assenbly finds and decl ares as foll ows:

(1) Section 14 of Article Ill of the Constitution of

Pennsyl vani a states: "The General Assenbly shall provide for

t he mai nt enance and support of a thorough and effici ent




1 system of public education to serve the needs of the

2 Conmonweal th. "

3 (2) The current system of financing public education

4 provides inequitable |earning opportunities for pupils, based
5 | argely upon the wealth of the conmunities in which they live
6 and results in an education systemthat is neither thorough

7 nor efficient.

8 (3) The current system of financing public education

9 pl aces an _onerous |ocal tax burden on property owners but

10 does not guarantee every pupil an adequate education and

11 results in an education systemthat is neither thorough nor
12 efficient.

13 (4) Sone school districts are doing an exenplary job of
14 hel ping their pupils succeed and achieve the State's academ c
15 standards, but many other school districts are unable to do
16 so; the result is an education systemthat is not thorough

17 and efficient.

18 (5) Funding levels for all pupils in this Commonweal th
19 should reflect the funding levels in the school districts
20 t hat neet the perfornmance standards established by the No
21 Child Left Behind Act of 2001 and by the departnent.
22 (6) In order to provide for the nmaintenance and support
23 of a thorough and efficient systemof public education to
24 serve the needs of the Conmonwealth and to reduce inequities
25 among school districts, the Conmonwealth should pay the
26 substantial majority of the total costs of public education,
27 as occurs in the majority of other states.
28 (7) In order to ensure local control of and support for
29 public schools, every local school district should provide
30 sone of the funds to support its schools fromlocal tax
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sources, but reliance upon these sources should be greatly

r educed.

(8) The Commonweal th shoul d provide rel atively greater

support to those school districts with the greatest needs and

the |l east ability to raise revenues | ocally.

(9) In no case should any school district receive from

the Commonwealth | ess financial support than the school

district receives under the Article XXV fundi ng system

Secti on 2502- B. Definitions.

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

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Aid ratio." The nmarket value/incone aid ratio of a school

district as defined under section 2501(14.1).

"Aver age daily nmenbership" or "ADM" The average daily

menbership of a school district as defi ned under secti on

2501(3), including pupils enrolled in preschool prograns

adm ni stered by the school district. Each pupil enrolled for

|l ess than a full school day shall be counted as one-half of one

"Departnent." The Departnent of Educati on of the

Commpnweal t h.

"District educati onal performance cost factor." The anpunt

of spendi ng per pupil required by a school district in order to

achi eve | evel s of spendi ng equi valent to those in high

performng districts, as cal cul ated under secti on 2505-B(b).

"District successful school education cost." The district

spendi ng average for the district to achi eve the equi val ent

spendi ng | evel s of the high perform ng schools. The cost is

calculated by multiplying the district cal cul ated perfornance
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cost factor by the district's ADM

"Econoni cal |l y di sadvantaged pupils." Any pupil who applies

and qualifies for free or reduced-price |unches under the

Nat i onal School Lunch Program under 7 CFR 210.2 (relating to

definitions).

"Educational difficulty factor." The anpunt cal cul ated under

section 2506-B(a) to account for additional costs associ at ed

wi th educati ng hi gher concentrati ons of pupils who are

econoni cal |l y di sadvant aged, pupils who are receiving speci al

educati on prograns or services and pupils who have linmted

Engl i sh profici ency.

"Equalized mlls." A neasure of a school district's | ocal

tax effort which shall be equal to the anpunt of school taxes

coll ected divided by the real property valuation for the school

district.

"Hi gh performng districts." School districts whose over al

student achi evenent on the 2004- 2005 PSSA test of readi ng and

mat henmati cs exceeded proficiency requi renents that will becone

effective in 2011 under the No Child Left Behind Act of 2001 and

all of whose schools net the requirenents for adequate yearly

progress using standards in place during the 2005-2006 school

vear. Once a school district has been deternined to be a hi gh

performing district, it shall retain that designation for a

peri od of three vyears.

"Local revenue." All revenue raised by a school district

t hrough | ocal taxes or any other source except fromthe Federal

or State governnent.

"Local taxes." Taxes |evied by boards of school directors or

by city councils on behalf of school districts of the first

class with which they are coterm nous that support spending of a
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successful school budget.

"No Child Left Behind Act of 2001." The No Child Left Behind

Act of 2001 (Public Law 107-110, 115 Stat. 1425).

"Pennsyl vani a System of School Assessnent" or "PSSA." The

Pennsyl vani a System of School Assessnent establi shed by the

State Board of Educati on under 22 Pa. Code 8§ 4.51 (relating to

St at e_assessnent system.

"Prior spending per pupil." The anount cal cul ated by

subtracting froma school district's total expenditures the

anount spent on account of capital outlay, debt service and

pupil transportation and dividing the result by the nunber of

pupils in ADM

"Prior State subsidies." The sumof all paynents recei ved by

a school district fromthe Commonweal th except for paynents nade

from State appropriations for rentals and sinking funds and for

pupi | transportation.

"Pupils with disabilities." The termshall have the sane

meani ng as given to the term"students with disabilities" under

22 Pa. Code § 14.101 (relating to definitions).

"Pupils with limted English proficiency." Pupils reported

annually to the departnent by school districts as having |limted

Engl i sh profici ency.

"Real property valuation." The real property valuation of a

school district as defined under section 2501(9).

"St at ewi de perfornmance cost factor." The wei ghted average

spendi ng per pupil of the high perform ng districts.

"Successful school budget." The greater of the district's

successful school educational cost per student or the district's

pri or spendi ng.

Secti on 2503- B. Dat a.
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(a) Tine periods for data.--To ensure the ability of the

Commpnweal th and its school districts to budget accurately, the

successful school subsidy shall be cal cul ated usi ng actual pupi

and fiscal accounting data fromthree years prior to the paynent

year.

(b)Y Tine periods for test data.--In determnm ni ng hi gh

performng districts, PSSA test data from one and two years

prior to the paynment year shall be used, except that for

subsidies paid in the 2007-2008 school year, data fromthe 2006-

2007 testing shall be used.

(c) Application of section to definitions.--If the terns

defi ned under section 2502-B are used in this article, the

provi sions of this section shall be applied to the terns, unl ess

clearly provided otherwise in this article.

Secti on 2504-B. Successful school budget subsi dy established.

In order to provide for a thorough and efficient system of

public education to serve the needs of the Commpbnwealth and its

students, the General Assenbly hereby establishes the successf ul

school budget subsidy system The State subsidy shall be

cal cul ated under secti on 2506-B for the school year beqginning in

2007- 2008 and each school year thereafter and shall be phased in

under secti on 2507-B.

Secti on 2505- B. Hi gh perforning districts.

(a) Determnation of districts.--By Septenber 1 of each

vear, the departnent shall determ ne those school districts that

are high performng districts for the purpose of deternm ning the

successful school budget subsidy for subsequent school years.

(b) Determ nation of Statew de perfornmance cost factor.--By

Septenber 1 of each year, the departnent shall determnm ne the

St at ewi de perfornmance cost factor for purposes of deternining
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t he successful school budget subsidy for subsequent school years

by cal cul ati ng the wei ghted average spendi ng per pupil of al

the high perform ng school districts. The departnent shall al so

deterni ne the average educational difficulty factor of the high

perform ng school districts.

(c) Notification by departnent.--By October 1 of each year,

the departnment shall notify the Secretary of the Budget and the

chairman and mnority chairman of the Appropriati ons Conmttee

of the Senate, the chairman and nminority chairman of the

Appropriations Conmttee of the House of Representatives, the

chairman and mnority chairman of the Education Conmittee of the

Senate and the chairnman and mnority chai rman of the Educati on

Committee of the House of Representatives of the nanmes of the

hi gh perform ng school districts, the anbunt of the Statew de

perfornmance cost factor, the average educational difficulty

factor of the high perform ng school districts and the data used

to cal cul ate these factors.

(d) Publication of report information.--If the departnent

transmts the i nformati on requi red under subsection (c), it

shall annually subnit the same information to the Leqgi sl ative

Ref erence Bureau for publication in the Pennsyl vania Bull etin.

Secti on 2506-B. Cal cul ati on of successful school budget

(a) Educational difficulty factor.--The educati onal

difficulty factor of each school district shall be cal cul ated as

foll ows:

(1) Divide the nunber of pupils eligible for free and

reduced-price | unches by the ADM of the district and nultiply

the resulting percentage by 0.35. This result shall be the

| ow-i ncone wei ght .

20070H1544B1949 - 7 -



© 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

(2) Divide the nunmber of pupils with disabilities by the

ADM of the district and nultiply the resulting percentage by

1.0. This result shall be the disability wei ght.

(3) Divide the nunber of pupils with linmted English

proficiency by the ADM of the district and nultiply the

resulting percentage by 0.15. This result shall be the

limted English proficiency wei ght.

(4) Add the weights from paragraphs (1), (2) and (3).

(5) Average the summed wei ghts from paraqgraph (4) of the

hi gh performng districts and subtract the result fromthe

sunmmed wei ghts from paragraph (4) for each school district.

(6) Add one to the wei ght determ ned under paragraph

(5), calculated to the nearest 0.00001. This result shall be

t he educational difficulty factor for each school district.

(b) District educati onal performance cost factor.--The

educati onal perfornmance cost factor of each school district

shall be calculated by nultiplying that district's educati onal

difficulty factor under subsection (a) by the Statew de

perfornmance cost factor under section 2505-B(b).

(c) District successful school educati onal cost

cal cul ati on. --The successful school educational cost of each

school district shall be calculated by nultiplying the district

educati onal perfornmance cost factor under subsection (b) by the

ADM of the district.

(d) State subsidy.--Except as provided under subsections (f)

and (g), the Commonweal th shall annually pay to each school

district a subsidy consisting of the foll ow ng:

(1) The prior State subsidy.

(2) The anmpbunt by which the district's successful school

budget exceeds the district's prior spending.
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(e) Paynent.--The remainder of a district's successf ul

school budget anpbunt that exceeds the sum of the subsidy

cal cul at ed under subsection (d) shall be paid from]l oca

revenues. Boards of school directors nmay use whatever m x of

taxes they are authorized by this or any other act to | evy and

any other revenue they are authorized to collect. |In school

districts of the first class, the city councils of the

coternminous cities of the first class nmay use whatever ni x of

taxes they are authorized by this or any other act to | evy and

any other revenue they are authorized to coll ect.

(f) Reduction for lowtax effort.--In order to assure

adequate |local effort, if the State subsi dy determ ned under

subsection (d)(2) is nore than zero and if the total | ocal

revenue of the district is less than the district's market val ue

multiplied by 20 mlls, one of the follow ng shall apply:

(1) |If the State subsidy increase is greater than the

di fference between the value of a tax rate of 20 mlls and

the total | ocal revenue, the State subsidy increase shall be

reduced by the difference between the value of the 20 m ||

tax rate and the total |ocal revenue nultiplied by one n nus

the local aid ratio.

(2) |If the State subsidy increase is |ess than the

di fference between the value of the 20 nmll tax rate and the

total |ocal revenue, the State subsidy increase shall be

reduced by the State subsidy i ncrease under subsection (d)(2)

multiplied by one mnus the local aid ratio.

(g) Adjustnent for high tax effort. --

(1) |If a district receives no increase in State subsidy

under subsection (d)(2) and if it has a local tax rate

greater than 21 equalized mlls, it shall receive State funds
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equal to its current spending mnus all of the foll ow ng:

(i) |Its prior State subsidy.

(ii) An anpbunt equivalent to the value of a 20

equalized mll tax rate.

(iii) An anpbunt payable that year to the district as

tax relief under the act of June 27, 2006 (1st Sp. Sess.,

P. L. ., No.1), known as the Taxpayers Relief Act, or

any other |ocal property tax relief statute.

(h) Actual subsidy.--The successful school budget subsidy of

each school district shall be the sum of the subsidy under

subsection (d), the |low tax effort reduction under subsection

(f) and the high tax effort adjustnent under subsection (qg). The

successful school budget subsidy paid to a district nay not be

| ess than the actual State subsidy for the school year prior to

t he school vyear of paynent.

Secti on 2507- B. Phase-in of successful school budget subsi dy.

(a) GCeneral rule.--To provide for orderly, planned and

effecti ve use of additi onal spending resources for nmany school

districts, the paynent of the successful school budget subsidy

shal|l be phased-in over a period of three years.

(b) Phased paynent.--During the 2007- 2008 school year only,

t he subsidy i ncrease of each school district shall be limted to

one-third of the difference between the successful school budget

subsi dy under secti on 2506-B(h) and the prior State subsidy of

the school district. During the 2008-2009 school year, the

subsi dy i ncrease of each school district shall be limted to

two-thirds of the difference between the successful school

budget subsi dy under secti on 2506-B(h) and the prior State

subsi dy of the school district.

Secti on 2508- B. Mai nt ai ni ng and i ncreasi ng | ocal effort.
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(a) GCeneral rule.--The successful school budget subsidy is

desi gned to enabl e every school district to achi eve spendi ng per

pupil equal to the State's npbst successful districts, with a

reasonabl e | ocal tax effort. Except for the suns provi ded under

2506-B(qg), State subsidies under this article shall not be used

to reduce local tax effort.

(b) Reconciliation.--1f in any school year a school district

| evi es taxes under section 2506-B(e) at a rate insufficient to

achi eve its successful school budget when the | ocal revenues are

added to the successful school budget subsi dy anmount cal cul at ed

under section 2506-B(h), the departnment shall reduce the

district's subsidy paynent under subsection (c).

(c) Reductions.--During the paynent year, the anount of the

reducti on required under subsection (b) shall be deterni ned by

one of the foll ow ng:

(1) Recalculating the reduction for |low tax effort under

section 2506-B(f) based on the school district's actual

budget for |ocal revenues, if section 2506-B(f) is

appl i cabl e.

(2) Miltiplying the difference between the | ocal

revenues cal cul ated as necessary to neet the successf ul

school budget under section 2506-B(e) and the actual | ocal

revenues tines the district's aid ratio.

(d) Pernmitted increases in |ocal taxes.--Notw thstandi ng any

other provision of law, a school district which would receive a

reduced State subsidy under subsection (c) because of | ow | ocal

support may increase its taxes or |ocal revenues until the tine

as its local taxes are sufficient to ensure a full State subsidy

wi t hout any reduction under section 2505-B(f). For school years

prior to the effective date of this section, the anount of | ocal
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t axes shall be cal cul ated by subtracting fromtotal expenditures

spendi ng for capital outlay, debt service, pupil transportati on

and prior State subsidies. For the 2007-2008 school year and

each school vyear thereafter, the anount of | ocal taxes shall be

cal cul ated by subtracti ng the successful school budget subsidy

under section 2506-B(qg) froma school district's successf ul

school budget.

Secti on 2509-B. Accountability.

The increase in State subsidy provided under this article is

i ntended to be used to i ncrease student achi evenent. Each

district shall use its increase in State subsidy in accordance

with best practices denonstrated to i nprove student achi evenent,

i ncl udi ng reduci ng cl ass si ze, establishing and expandi ng pre-

ki ndergarten prograns, focused professi onal devel opment and

ot her prograns pernitted under the Accountability Bl ock G ant

program Each district shall annually report to the departnent

how the increased State subsidy is being used in accordance with

requl ati ons i ssued by the departnent.

Section 2. The follow ng shall apply:

(1) State subsidies in effect prior to the effective
date of this section shall be paid as provided by |aw through
t he 2007- 2008 school vyear.

(2) The provisions of Article XXV shall apply for the
pur poses of maki ng any necessary adjustnents and
reconciliations after the effective date of this section and
for the calculation of prior State subsidies under section
2502- B.

(3) Except as provided under paragraph (4), the
provi sions of Article XXV pertaining to the paynent of State

subsi di es shall not apply to paynents which school districts
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1 woul d previously have been entitled to receive in the 2007-
2 2008 school year or any school year thereafter

3 (4) Nothing in this act shall affect State subsidies

4 t hat school districts are entitled to receive under sections
5 2502. 16, 2502. 30, 2541, 2542, 2543, 2572, 2574, 2574.1,

6 2574.2, 2574.3, 2575, 2575.1, 2575.2, 2576, 2577, 2578,

7 2578.1, 2579, 2580, 2595, 2597.5 and 2599.

8 (5) Nothing in this act shall affect State subsidies

9 paid to intermediate units or area vocational -techni cal
10 school s.
11 (6) Nothing in this act shall be construed to relieve a
12 school district of the responsibility to operate schools,
13 departnments and prograns provided for under the act or other
14 Federal or State statutes or regul ations.
15 Section 3. This act shall take effect imediately.
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