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AN ACT relating to elementary and secondary education and declaring an emergency.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 157 IS CREATED TO READ AS FOLLOWS:

The General Assembly finds and declares that it is the responsibility of the General Assembly to insure that adequate resources are available for the public schools and that the changes in the cost of providing education programs are considered. Therefore, it is the goal of the General Assembly to enhance funding in the support education excellence in Kentucky program each fiscal year by increasing the base funding level as defined in KRS 157. 320(2) by a minimum of five percent (5%).
SECTION 2.   A NEW SECTION OF KRS CHAPTER 160 IS CREATED TO READ AS FOLLOWS:

Each superintendent shall hire a finance officer who shall be responsible for the cash, investment, and financial management of the school district. The Kentucky Board of Education shall promulgate administrative regulations establishing minimum qualifications for hiring, training, and continuing education required for continued employment of school finance officers.

Section 3.   KRS 7.410 is amended to read as follows:

(1)
It is the intent of the General Assembly to provide an efficient system of common schools which shall be operated without waste, duplication, mismanagement, and political influence. The system of schools shall have the goal of providing all students with at least the seven (7) capacities referred to in KRS 158.645.

(2)
(a)
An Office of Education Accountability is hereby created and shall be under the direction of the Legislative Research Commission.

(b)
The Office of Education Accountability shall be administered by a deputy director appointed by the Legislative Research Commission upon recommendation of the director of the Legislative Research Commission. The deputy director shall have the qualifications set by the Commission. The salary of the deputy director shall be set by the Commission. The Commission shall have exclusive jurisdiction over the employment of personnel necessary to carry out the provisions of this section. The deputy director shall be subject to the direction of and report to the director of the Legislative Research Commission.

(c)
The Office of Education Accountability shall have the following duties and responsibilities:

1.
Monitor the education system and implementation of the provisions of the Kentucky Education Reform Act of 1990, 1990 Ky. Acts ch. 476, including actions taken by the Kentucky Board of Education, the Education Professional Standards Board, the chief state school officer, the Department of Education, local school districts, and vocational and higher education as affected by the Kentucky Education Reform Act of 1990, 1990 Ky. Acts ch. 476.

2.
Establish a Division of School Finance which shall conduct an ongoing review of the finance system. The review shall include an analysis of the level of equity achieved by the funding system and whether adequate funds are available to all school districts; a review of the weights of various education program components, which are to be developed by the Department of Education[ no later than October 1, 1991]. The division shall develop recommendations for the base per pupil funding for the support education excellence in Kentucky program and a statewide salary schedule. The division shall develop a model formula for evaluating the impact that local, state, and federal funding allocation and disbursement has on per pupil revenues and expenditures. It shall conduct studies of other finance issues identified as needing further study, including a review of the transportation formula required in KRS 157.360. The division shall submit an annual report of its activities, findings, and recommendations to the Governor, the Legislative Research Commission, and the Kentucky Board of Education no later than October 1 each year.

3.
Verify the accuracy of reports of school, district, and state performance by conducting, contracting for, or requesting periodic program and fiscal audits as necessary. The Office of Education Accountability may request an audit from the Office of[State Committee for] School District Audits as established in KRS 156.265.

4.
Investigate allegations of wrongdoing of any person or agency, including, but not limited to, waste, duplication, mismanagement, political influence, and illegal activity at the state, regional, or school district level which have not been resolved or satisfactorily explained by the local superintendent, local board of education, the chief state school officer, or the Kentucky Board of Education, and make recommendations for action to the Legislative Research Commission.

5.
Conduct studies and analyze available data on the efficiency of the system of schools and whether progress is being made toward attaining the goal of providing students with the seven (7) capacities as required by KRS 158.645.

6.
Make periodic reports to the Legislative Research Commission as directed by the Commission.

7.
Prepare an annual report on the implementation of the provisions of the Kentucky Education Reform Act of 1990, 1990 Ky. Acts ch. 476, including recommendations for improvement which shall be submitted to the Governor, the Legislative Research Commission, and the Kentucky Board of Education.

(d)
The Office of Education Accountability shall have access to all public records and information on oath as provided in KRS 7.110. The office shall also have access to otherwise confidential records, meetings, and hearings regarding local school district personnel matters. However, the office shall not disclose any information contained in or derived from the records, meetings, and hearings that would enable the discovery of the specific identification of any individual who is the focus or subject of the personnel matter.

(e)
In compliance with KRS 48.800, 48.950, and 48.955, the Finance and Administration Cabinet and the Governor's Office for Policy and Management shall provide to the Office of Education Accountability access to all information and records, other than preliminary work papers, relating to allotment of funds, whether by usual allotment or by other means, to the Department of Education, local school districts, and to other recipients of funds for educational purposes.

(f)
Any state agency receiving a complaint or information which if accurate may identify a violation of the Kentucky Education Reform Act of 1990, 1990 Ky. Acts ch. 476, shall notify the office of the complaint or information.

(g)
The Office of Education Accountability may contract for services as approved by the Legislative Research Commission pursuant to KRS 7.090(7).

(3)
The provisions of KRS 61.878 or any other statute, including Acts of the 1992 Regular Session of the General Assembly to the contrary notwithstanding, the testimony of investigators, work products, and records of the Office of Education Accountability relating to duties and responsibilities under subsection (2) of this section shall be privileged and confidential during the course of an ongoing investigation or until authorized, released, or otherwise made public by the Office of Education Accountability and shall not be subject to discovery, disclosure, or production upon the order or subpoena of a court or other agency with subpoena power.

Section 4.   KRS 157.390 is amended to read as follows:

(1)
(a)
The chief state school officer, under administrative regulations of the Kentucky Board of Education, shall classify teachers in rank as follows:

Rank I.
Those holding regular certificates and who have a master's degree in a subject field approved by the Education Professional Standards Board or equivalent continuing education and who have earned thirty (30) semester hours of approved graduate work or equivalent continuing education; those teachers who, as of September 1, 1962, were included in Rank I, having earned twenty-four (24) semester hours of additional approved graduate work; and those teachers who have met the requirements for Rank II and hold current certification of the National Board for Professional Teaching Standards.

Rank II.
Those holding regular certificates and who have a master's degree in a subject field approved by the Education Professional Standards Board or equivalent continuing education.

Rank III.
Those holding regular certificates and who have an approved four (4) year college degree or the equivalent.

Rank IV.
Those holding certificates and who have ninety-six (96) to one hundred twenty-eight (128) semester hours of approved college training or the equivalent.

Rank V.
Those holding certificates and who have sixty-four (64) to ninety-five (95) semester hours of approved college training or the equivalent.

(b)
In determining ranks, the chief state school officer, under administrative regulations of the Kentucky Board of Education, shall classify teachers who hold valid certificates in the respective ranks according to approved college semester hours of credit or equivalent continuing education. The chief state school officer, in defining preparation for certain types of vocational teachers as equivalent to college training, shall give consideration to apprenticeship training and industrial experience.

(c)
Nothing in this subsection shall allow the Kentucky Board of Education by regulation to reclassify downward any teachers currently in Ranks I or II.

(2)
The chief state school officer, under administrative regulations of the Kentucky Board of Education, shall classify teachers in each rank by their years of experience for purposes of the state teacher salary schedule as follows:

1.
Zero (0) to three (3) years;

2.
Four (4) to nine (9) years;

3.
Ten (10) to fourteen (14) years;

4.
Fifteen (15) to nineteen (19) years; and

5.
Twenty (20) or more years.

(3)
(a)
The rank and experience of the teacher shall be determined on September 15.

(b)
The amount to be included in each school year in the base funding level of a district for teachers' salaries shall be based on the categories of experience in subsection (2) of this section.

(4)
The amount to be included in the base funding level for capital outlay shall be determined by multiplying the average daily attendance by the amounts set forth in the biennial budget.

(5)
The amount to be included in the public school fund of each district for transportation shall be determined in accordance with the provisions of KRS 157.370.

(6)
The total amount of money distributable to each district from the public school fund shall be the sum of the allotments in subsections (3), (4), and (5) of this section, less the amount of local tax revenues generated for school purposes, up to a maximum equivalent local rate of thirty cents ($0.30) as defined by KRS 157.615(6).

(7)
The Kentucky Board of Education shall create a comprehensive professional compensation plan for certified staff. The plan shall be designed to provide adequate and competitive salaries that attract, reward, and retain professional teachers in the Commonwealth. The plan shall recognize a teacher's professional competency, skills, and knowledge; contributions to improve schools and student achievement and learning; professional involvement in local, state, and national organizations; and certification from the National Board for Professional Teaching Standards. The comprehensive plan shall be developed by the Department of Education staff in cooperation with representatives of education advocacy organizations, other government agencies, and compensation experts selected by the Kentucky Board of Education. The comprehensive plan shall be developed during the 1998-2000 biennium. The Kentucky Board of Education shall recommend a plan to conduct a pilot program in one (1) or more of the local school districts. The Kentucky Board of Education shall complete the comprehensive plan by September 1, 1999 and submit it to the Legislative Research Commission for consideration by the Interim Joint Committee on Education[Kentucky professional compensation plan. The plan shall be designed to compensate all teachers at adequate and competitive salary levels throughout their teaching careers. The plan shall establish progressive salary levels with advancement opportunities based upon the professional skills of the teacher and include education, rank, years of teaching service, related duties, specialized training, nonteaching experience, length of work year, performance, and any other professionally-recognized factors which the board considers relevant. The plan shall be developed during the 1992-94 biennium. Development work shall be conducted by Department of Education staff with support from recognized compensation experts, and staff from the Legislative Research Commission, the Office of Education Accountability, and the Governor's Office of Policy and Management. Upon approval by the Kentucky Board of Education, the new plan and its fiscal impact shall be submitted to the General Assembly].

Section 5.   KRS 156.690 is amended to read as follows:

(1)
The Kentucky Board of Education shall initiate a program to assist and encourage each certified teacher to purchase a computer for his own personal use. The program shall include, but not be limited to, the following:

(a)[(1)]
The Kentucky Board of Education shall obtain by competitive bidding or negotiation the lowest possible purchase prices for various personal computers on behalf of all interested teachers.

(b)[(2)]
The Kentucky Board of Education shall arrange a suitable training program in the use of these computers with the vendor awarded the contract.

(2)
The Kentucky Board of Education shall develop a plan to expand access to the statewide education technology network to education advocacy organizations and groups.

Section 6.   KRS 158.785 is amended to read as follows:

(1)
The Kentucky Board of Education shall establish a program to improve specific aspects of the management of local school districts as described in KRS 158.780.

(2)
The State Department of Education shall, pursuant to administrative regulations promulgated by the Kentucky Board of Education, collect and review data relative to the instructional and operational performance of local school districts. When a review of the data or of any other information, including site investigations of local management practices, indicates the presence of critically ineffective or inefficient management, the chief state school officer shall order a management audit of the governance and administration of the district. A local school board or superintendent may also request a management audit of the district.

(3)
If a management audit, conducted for any of the reasons set forth in subsection (2) of this section, indicates that there is a pattern of a significant lack of efficiency and effectiveness in the governance or administration of a school district, the chief state school officer shall recommend the district to the Kentucky Board of Education either as a "state assisted district" or a "state managed district."

(4)
The Kentucky Board of Education shall promulgate an administrative regulation establishing a procedure for considering the recommendation of the chief state school officer to declare a district a "state assisted district" or a "state managed district." This procedure shall fully comply with the procedures for administrative hearings established in KRS Chapter 13B.

(5)
When the chief state school officer presents a recommendation to the state board for designation as a "state assisted district" or a "state managed district," he shall establish the following:

(a)
Existence of a pattern of a significant lack of efficiency and effectiveness in the governance or administration of the school district;

(b)
The pattern of a significant lack of efficiency and effectiveness in the governance or administration of the school district continues to exist; and

(c)
State assistance or state management is necessary to correct the inefficiencies and ineffectiveness.

(6)
When a district is designated a "state assisted district" under subsection (4) of this section, the following actions shall be required of the chief state school officer:

(a)
Management assistance shall be provided to the district to develop and implement a plan to correct deficiencies found in the management audit.

(b)
The Department of Education shall monitor the development and implementation of the correctional plan to improve the governance or administration of the school district. If the chief state school officer determines that the plan is being inadequately developed or implemented, he shall make a recommendation to the Kentucky Board of Education to declare the district a "state managed district."

(7)
If the state board designates a district a "state managed district" under subsection (4) of this section, the following actions shall be required of the chief state school officer:

(a)
All administrative, operational, financial, personnel, and instructional aspects of the management of the school district formerly exercised by the local school board and the superintendent shall be exercised by the chief state school officer or his designee.

(b)
Any local school board member or the local superintendent may be removed from office by the Kentucky Board of Education pursuant to KRS 156.132.

(c)
Notwithstanding any statute to the contrary, after thirty (30) days after a district becomes a "state managed district" any appointment to an administrative position may be revoked by the chief state school officer and the individual employee may be reassigned to any duty for which that person is qualified. The chief state school officer shall provide to the reassigned employee written reasons for the reassignment. The individual shall not be dismissed from subsequent employment except as provided by KRS 156.132 and 161.790.

(d)
The chief state school officer shall make the administrative appointments as necessary to exercise full and complete control of all aspects of the management of the district. The chief state school officer, through the appointments, may make any and all decisions previously made by the local school board and the local superintendent. The chief state school officer shall retain clear supervisory and monitoring powers over the operation and management of the district.

(8)
A school district shall be designated as a "state managed district" until the Kentucky Board of Education determines that the pattern of ineffective and inefficient governance or administration and the specific deficiencies determined by the management audit have been corrected. Each year following the school year in which the designation of a "state managed district" was made, the chief state school officer shall report the status of the corrective action being taken to the Kentucky Board of Education.[ No local school district shall remain in the status of a "state managed district" longer than three (3) consecutive school years unless the Kentucky Board of Education extends the time after a complete review of a new management audit.] Any judicial review of actions taken by the chief state school officer or the board under KRS 158.780 or this section shall be in accordance with the provisions for conducting judicial review of administrative hearings outlined in KRS Chapter 13B.

Section 7.   KRS 160.190 is amended to read as follows:

(1)
Any vacancy in any board of education shall be filled by the chief state school officer within ninety (90) days after the vacancy occurs. The member so chosen shall meet the eligibility requirements as established by KRS 160.180 and shall hold office until his successor is elected and has qualified. The local board of education may make nominations and any person may nominate himself or another for the office.

(2)
Any vacancy having an unexpired term of one (1) year or more at the next regular November election after the vacancy occurs shall be filled for the unexpired term by an election to be held at the next regular November election after the vacancy occurs. The elected member shall succeed the member chosen by the chief state school officer to fill the vacancy.

(3)
Any vacancy on a board of education that exists due to resignation or removal as provided under Section 9 of this Act shall be filled by the chief state school officer. The member shall serve for the duration of the unexpired term. 

Section 8.   KRS 156.132 is amended to read as follows:

As used in this section, except subsection (1), "public school officer" means a person who previously served as a superintendent of schools or board member during which time charges were brought against him under this section.

(1)
The chief state school officer shall recommend, by written charges to the proper school authorities having immediate jurisdiction, the removal of any superintendent of schools, principal, teacher, member of a school council, or other public school officer as to whom he has reason to believe is guilty of immorality, misconduct in office, incompetency, willful neglect of duty, or nonfeasance. In the case of a member of a school council, the written charges shall be provided to the local board of education.

(2)
The chief state school officer shall recommend by written charges the suspension by the Kentucky Board of Education of any district board member, superintendent of schools, or other public school officer whom he has reason to believe is guilty of immorality, misconduct in office, incompetency, willful neglect of duty, nonfeasance, or who shall be removed pursuant to KRS 158.6455(7) or Section 9 of this Act. If the charges brought under this subsection represent an immediate threat to the public health, safety, or welfare, the Kentucky Board of Education shall summarily suspend the person against whom the charges are made. The action by the Kentucky Board of Education may be taken upon a recommendation of the chief state school officer, or the action may be taken by a majority vote of the Kentucky Board of Education without recommendation from the chief state school officer.

(3)
The Kentucky Board of Education may suspend a district superintendent of schools or other public school officer under subsection (2) of this section or remove him pursuant to subsection (5) of this section only if, after thirty (30) days of receipt of the written charges specified in subsection (1) of this section, the proper school authorities having immediate jurisdiction, either the superintendent or the district board of education, have refused to act, have acted in bad faith, arbitrarily, or capriciously, or if a recommendation to the district board would have been futile.

(4)
Any officer suspended by the Kentucky Board of Education under subsection (2) of this section shall be furnished with an emergency order specifying in detail the reasons for suspension and notifying the officer of his right to appeal the action and have an emergency hearing pursuant to KRS 13B.125.

(5)
As an alternative to first seeking suspension, the chief state school officer may recommend by written charges the removal by the Kentucky Board of Education of any district board member, superintendent of schools, or other public school officer whom he has reason to believe is guilty of immorality, misconduct in office, incompetency, willful neglect of duty, or nonfeasance, or who shall be removed pursuant to KRS 158.6455(7) or Section 9 of this Act. The officer against whom the written charges are issued by the chief state school officer shall be furnished with the written charges and notice of procedural rights conferred under KRS Chapter 13B. Within twenty (20) days after receipt of the charges, the officer may notify the Kentucky Board of Education of his intention to appear and answer the charges. Upon appeal, an administrative hearing shall be conducted in accordance with KRS Chapter 13B. If the officer fails to notify the board of his intention to appear and answer the charges, the Kentucky Board of Education may remove the officer by a majority vote, and the dismissal shall be final.

(6)
The hearing shall be public or private at the discretion of the accused former or current superintendent and shall be public when testimony is taken for board members.

(7)
The Kentucky Board of Education may meet in closed session to consider the evidence and may by a majority vote remove the officer. If the board votes to remove the officer, the board shall prepare final order specifying which charge or charges it found to be the basis for removal. If within ninety (90) days from the date of suspension if applicable, the state board has not removed the officer, or has dismissed the charges, the suspended officer shall be reinstated and shall be paid his full salary for the period of suspension.

(8)
The officer shall have a right to appeal on the record to the Circuit Court located in the county of the school district in accordance with KRS Chapter 13B. If the decision of the court is against removal, the officer shall be paid his full salary from the date of suspension. The payment shall be made from funds appropriated to the State Department of Education.

(9)
If a superintendent of schools is removed from office or resigns while charges are pending pursuant to this section after July 15, 1994, any continuing contract pursuant to KRS 161.720 to 161.810 shall be terminated. If the removal is reversed upon appeal, the continuing contract shall be restored and he shall be paid his full salary for the period of suspension.

Section 9.   KRS 160.550 is amended to read as follows:

(1)
No superintendent shall recommend and no board member shall knowingly vote for an expenditure in excess of the income and revenue of any year, as shown by the budget adopted by the board and approved by the Kentucky Board of Education, except for a purpose for which bonds have been voted or in case of an emergency declared by the Kentucky Board of Education.

(2)
Any school district having authorized an expenditure in violation of subsection (1) of this section may be so certified at any time by the Kentucky Board of Education. A district so certified shall thereafter, any contrary statutory provisions notwithstanding, make no expenditure of money, give no authorization involving the expenditure of money, and make no employment, purchase, or contract, unless the chief state school officer has approved in writing, as fiscally sound and necessary, the expenditure, authorization, employment, purchase, or contract. Any expenditure, authorization, employment, purchase, or contract made in violation of this subsection shall be void.

(3)
Any school district subject to the provisions of subsection (2) of this section shall so remain until such time as the Kentucky Board of Education has approved, in conformity with KRS 160.470, a budget for the district for a succeeding fiscal year.

(4)
The Kentucky Board of Education shall submit a report to the Office of Education Accountability regarding a school district certified as a school in deficit. The report shall contain an audit, reasons contributing to the deficit, and other relevant information.
(5)
In addition to the penalties set forth in KRS 160.990, any person who knowingly expends or authorizes the expenditure of school district funds or who knowingly authorizes or executes any employment, purchase, or contract, in violation of this section, shall be jointly and severably liable in person and upon any official bond he has given to such district to the extent of any payments on the void claim.

(6)
Any person who knowingly expends or authorizes the expenditure of school district funds or who knowingly authorizes or executes any employment, purchase, or contract, in violation of a budget approved by the Kentucky Board of Education for reduction of the deficit, may be subject to removal from office as provided in KRS 156.132.
(7)
For purposes of this section, "knowingly" shall mean a person acts with respect to conduct or to a circumstance described by a statute defining an offense when he is aware that his conduct is of that nature or that the circumstance exists.

Section 10.   KRS 156.255 is amended to read as follows:

As used in KRS 156.255 to 156.295:

(1)
"Accountant" means a certified public accountant or a public accountant registered with the State Board of Accountancy.

(2)
"Board" means the board of education of a school district.

(3)
"Committee" means the Advisory[State] Committee for School District Audits.

(4)
"State board" means the Kentucky Board of Education.

(5)
"Office" means the Office of School District Audits within the Kentucky Department of Education.

Section 11.   KRS 156.265 is amended to read as follows:

(1)
There shall be an Office of School District Audits in the Kentucky Department of Education that shall be attached to the office of the commissioner of education and be subject to the policy direction of the state board. The state board shall promulgate administrative regulations to establish procedures and requirements for the office and for school district audits including extensions for multiple years[a State Committee for School District Audits comprised of the Governor, or a person designated by him, the Attorney General, a person designated by the secretary of the Finance and Administration Cabinet and the chief state school officer. The Governor, or the person designated by him, shall be the chairman of the committee].

(2)
The office[committee] shall have the accounts of each board audited annually[not less than once every two (2) fiscal years]. The office[committee] also may, at any time, cause to be made a comprehensive and complete audit of any board.[ Upon the written request of the state board, the chief state school officer, the Attorney General, the Auditor of Public Accounts, the Governor, or the Office of Education Accountability, the committee may cause the accounts of a board to be audited.] Each audit shall cover a specified[such] period of time, and shall be conducted according to the[include such] auditing procedures and standards established by the Kentucky Board of Education[, as the committee may designate]. The office shall submit an annual report to the Advisory Committee for School District Audits and the Kentucky Board of Education.
(3)
Audits authorized under this section are in addition to any audits contemplated under KRS 11.090, 156.200 or KRS Chapter 43.

(4)
The actual expense of any audit authorized under this section shall be borne equally by the district board of education and by the office[committee] from funds allocated to it.

(5)
There shall be an Advisory Committee for School District Audits comprised of the Auditor of Public Accounts, the Attorney General, the secretary of the Finance and Administration Cabinet, the executive director of the Office of Education Accountability, the executive director of the State Board of Accountancy, and the executive director of the Kentucky Society of Certified Public Accountants. The Auditor of Public Accounts shall be the chair of the committee. No proxies or designees shall be permitted. The committee shall meet semiannually to receive, review, and make recommendations on the report from the Office of School district audits.

Section 12.   KRS 156.275 is amended to read as follows:

(1)
To conduct the audit authorized by Section 10 of this Act, the board[The committee] shall select, subject to the approval of the office[to make the audit authorized under KRS 156.265], accountants who are qualified under KRS Chapter 325 and the administrative regulations promulgated by the Kentucky State Board of Accountancy.

(2)
Notwithstanding KRS 424.260 and KRS Chapter 45A, a school district shall obtain auditing services through competitive negotiations using a request for proposal containing criteria set forth by the office. The school district shall advertise for the bids in the local newspapers.

(3)
Immediately upon completion of each audit, the accountant shall prepare a report of his findings and recommendations in the[such] form and[ in such] detail as the office[committee] may prescribe. The report shall be submitted to the board,[to] the office, and the Office of Education Accountability with the[committee and in such] number of copies[ as] specified by the audit contract[committee. The committee shall furnish one (1) copy to the Kentucky Board of Education, one (1) copy to the district board of education to which the report pertains, one (1) copy to the chief state school officer and one (1) copy to the Auditor of Public Accounts]. The district board of education shall keep a copy of the report on file in the office of the superintendent of schools of the district and the report shall be open to inspection by any interested person, subject to reasonable rules as to time and place of inspection.

Section 13.   KRS 156.285 is amended to read as follows:

(1)
The accountant shall have access to and may examine all books, accounts, reports, vouchers, correspondence files, records, money, and property of any board. Every officer or employee of the[any such] board having[ such] records or property in his possession or under his control shall permit access to and examination of them upon the request of the accountant.

(2)
The office[committee] may require information on oath from any person touching any matters relative to any account that the accountant is required to audit. The office[committee] may administer the oath, or have it done by any officer authorized to administer an oath.

(3)
The office[committee] may issue process and compel the attendance of witnesses before it, and administer oaths and compel witnesses to testify in any of the investigations the accountant is authorized to make.

Section 14.   KRS 156.295 is amended to read as follows:

(1)
Any officer or employee of a board or any other person who prevents, attempts to prevent, or obstructs an examination by the accountant made under Sections 11 and 12 of this Act[KRS 156.265 and 156.275] is guilty of a high misdemeanor and shall, upon indictment and conviction in the Circuit Court of competent jurisdiction, be fined five hundred dollars ($500).

(2)
Any person who fails or refuses to permit the examination provided for in Section 13 of this Act[KRS 156.285] or who interferes with the[such] examination shall be fined not less than one hundred dollars ($100) or imprisoned in the county jail for not less than one (1) month nor more than twelve (12) months, or both. Each refusal shall constitute a separate offense.

(3)
Any person who has custody of any books, accounts, reports, vouchers, correspondence, files, records, money, and property that the accountant is authorized to examine under Sections 11 and 13 of this Act[KRS 156.265 and 156.285] who fails or refuses when called upon by the office[committee] for that purpose to permit the accountant to inspect any of such materials shall, upon conviction in the Circuit Court of competent jurisdiction, be fined not more than five hundred dollars ($500) and be subject to removal as provided by law.

(4)
Any person who refuses to be sworn when required by the office[committee] to be sworn for the purpose mentioned in subsection (2) of Section 13 of this Act[KRS 156.285] shall be fined not more than five hundred dollars ($500).

(5)
Any witness called by the office[committee] under subsection (3) of Section 13 of this Act[KRS 156.285] who fails, without legal excuse, to attend or testify shall be fined not more than five hundred dollars ($500).

Section 15.   KRS 160.642 is amended to read as follows:

Any person having custody of the proceeds of any school tax authorized by KRS 160.605 to 160.611, 160.613 to 160.617, 160.621 to 160.633 may[shall] be audited as provided by KRS 156.265 to 156.285.

Section 16.   KRS 161.800 is amended to read as follows:

(1)
[When by reason of decreased enrollment of pupils, or by reason of suspension of schools or territorial changes affecting the district, ]A local superintendent[ decides that it shall be necessary to reduce the number of teachers, he] shall have full authority to make reasonable reductions in the number of teachers and administrators with continuing and limited contracts under the following conditions:
(a)
Decreased enrollment of pupils;
(b)
Suspension of schools;
(c)
Territorial changes;

(d)
Loss of revenue;
(e)
Budget deficit;
(f)
Curricular changes; or
(g)
School-based decision making allocation adjustments[reduction].

(2)
[But, ]In making the[such] reduction, the local superintendent shall, within each teaching field affected, give preference to teachers on continuing contracts and to teachers who have greater seniority. Teachers whose continuing contracts are suspended shall have the right of restoration in continuing service status in the order of seniority of service in the district if teaching positions become vacant or are created for which any of the teachers are or become qualified. If no teacher with continuing contract status is available to fill a vacant position, qualified teachers employed under limited contract shall have the right of restoration in the order of seniority unless the written notification at the time of the layoff meets the requirements of KRS 161.750(2).
Section 17.   KRS 160.470 is amended to read as follows:

(1)
Each district board of education shall prepare a general school budget in formats prescribed and furnished by the Kentucky Board of Education, showing the amount of money needed for current expenses, debt service, capital outlay, and other necessary expenses of the schools during the succeeding fiscal year, the estimated total amount that will be received from the common school fund and other sources, the assessed valuation of property subject to local taxation in the school district furnished as provided in subsection (3) of KRS 160.460, an estimate made by the Revenue Cabinet of public service company assessments and assessments of other property in the school district not furnished under the provisions of subsection (3) of KRS 160.460, and the amount that will be needed to be raised by local taxation, including the rate of levy necessary to raise such an amount.

(2)
(a)
Notwithstanding any statutory provisions to the contrary, no district board of education shall levy a general tax rate, voted general tax rate, or voted building tax rate for 1979-80 which will produce more revenue, exclusive of revenue from net assessment growth as defined in KRS 132.010, than would be produced by application of the maximum general tax rate, voted general tax rate, or voted building tax rate, respectively, that could have been levied in 1978-79, to the 1978-79 assessment, except as provided in subsections[subsection] (12) and (13) of this section and KRS 157.440. In succeeding years, no district board of education shall levy a general tax rate, a voted general tax rate, or a voted building tax rate which will produce more revenue, exclusive of revenue from net assessment growth as defined in KRS 132.010, than would be produced by application of the general tax rate, maximum voted general tax rate, or maximum voted building tax rate, respectively, that could have been levied in the preceding year to the preceding year's assessment, except as provided in subsections[subsection] (12) and (13) of this section and KRS 157.440.

(b)
If an election is held as provided for in KRS 132.017 and the question should fail, such failure shall not reduce the ". . .general tax rate, maximum voted general tax rate, or maximum voted building tax rate, respectively, that could have been levied in the preceding year. . .," referred to in subsection (2)(a) of this section, for purposes of computing the general tax rate, voted general tax rate, or voted building tax rate for succeeding years.


In the event of a merger of school districts, the limitations contained in this section shall be based upon the combined revenue of the merging districts, as computed under the provisions of this section.

(3)
No district board of education shall levy a general tax rate, voted general tax rate, or voted building tax rate within the limits imposed in subsection (2) of this section which respectively exceeds the compensating tax rate defined in KRS 132.010, except as provided in subsection (12) of this section, KRS 157.440, and KRS 157.621, until the district board of education has complied with the provisions of subsection (10) of this section.

(4)
The chief state school officer shall certify the following to each district board of education, by June 30 of each year:

(a)
The general tax rate, voted general tax rate, or voted building tax rate that a district board of education could levy under the provisions of subsection (2) of this section, and the amount of revenue expected to be produced by each;

(b)
The compensating tax rate as defined in KRS 132.010 for a district's general tax rate, voted general tax rate, or voted building tax rate, and the amount of revenue expected to be produced by each;

(c)
The general tax rate, voted general tax rate, or voted building tax rate which will produce, respectively, no more revenue from real property, exclusive of revenue from new property, than four percent (4%) over the amount of revenue produced by the compensating tax rate defined in KRS 132.010, and the amount of revenue expected to be produced by each.

(5)
Upon completion of action on property assessment data, the Revenue Cabinet shall submit certified property assessment data as required in KRS 133.125 to the chief state school officer.

(6)
Within thirty (30) days after the district board of education has received its assessment data, three (3) copies of the budget shall be forwarded to the Kentucky Board of Education for its approval or disapproval. The failure of the district board of education to furnish the budget within the time prescribed shall not invalidate any levy made thereafter.

(7)
The budget shall be disapproved by the Kentucky Board of Education if it is financially unsound or fails to provide for:

(a)
Payment of maturing principal and interest on any outstanding voted school improvement bonds of the school district, authorized and issued pursuant to KRS 162.080 and 162.090 with the written approval of the Kentucky Board of Education; or

(b)
Payment of rentals in connection with any outstanding school building revenue bonds issued for the benefit of a school district by the appropriate city or county as authorized and provided under the provisions of KRS 162.120 to 162.300 and KRS 58.010 to 58.140, with the written approval of the Kentucky Board of Education; or

(c)
Fails to comply with the law.


The Kentucky Board of Education shall state the reason for disapproval and the district board of education shall amend its budget, within the limitations of this section, to obviate the reasons for disapproval and resubmit the budget to the Kentucky Board of Education for final approval.

(8)
If the budget as amended specifies a tax levy different from that levied under the disapproved budget, the tax-levying authority shall amend its levy so that the levy as amended shall comply with the provisions of subsection (1) of KRS 160.460. No general school budget shall become effective and no ad valorem levy shall be made until approved by the Kentucky Board of Education.

(9)
(a)
Each district board of education shall, on or before January 31 of each calendar year, formally and publicly examine detailed line item estimated revenues and proposed expenditures for the subsequent fiscal year. On or before May 15 of each calendar year, each district board of education shall adopt a tentative working budget which shall include a minimum reserve of two percent (2%) of the total budget.

(b)
Each district board of education shall submit to the Kentucky Board of Education no later than September 15, a close estimate or working budget which shall conform to the administrative regulations prescribed by the Kentucky Board of Education, and which shall be consistent in its major divisions with the general school budget previously prepared.

(10)
(a)
Except as provided in subsection (12) of this section and KRS 157.440, a district board of education proposing to levy a general tax rate, voted general tax rate, or voted building tax rate within the limits of subsections[subsection] (2) and (13) of this section which exceed the compensating tax rate defined in KRS 132.010 shall hold a public hearing to hear comments from the public regarding the proposed tax rate. The hearing shall be held in the principal office of the taxing district or, in the event the taxing district has no office, or the office is not suitable for such a hearing, the hearing shall be held in a suitable facility as near as possible to the geographic center of the district.

(b)
The district board of education shall advertise the hearing by causing the following to be published at least twice for two (2) consecutive weeks, in the newspaper of largest circulation in the county, a display type advertisement of not less than twelve (12) column inches:

1.
The general tax rate, voted general tax rate, and voted building tax rate levied in the preceding year, and the revenue produced by those rates;

2.
The general tax rate, voted general tax rate, and voted building tax rate proposed for the current year, and the revenue expected to be produced by those rates;

3.
The compensating general, voted general, and voted building tax rates, and the revenue expected from them;

4.
The revenue expected from new property and personal property;

5.
The general areas to which revenue in excess of the revenue produced in the preceding year is to be allocated;

6.
A time and place for the public hearing which shall be held not less than seven (7) days nor more than ten (10) days after the day that the second advertisement is published;

7.
The purpose of the hearing; and

8.
A statement to the effect that the General Assembly has required publication of the advertisement and the information contained herein.

(c)
In lieu of the two (2) published notices, a single notice containing the required information may be sent by first-class mail to each person owning real property, addressed to the property owner at his residence or principal place of business as shown on the current year property tax roll.

(d)
The hearing shall be open to the public. All persons desiring to be heard shall be given an opportunity to present oral testimony. The district board of education may set reasonable time limits for testimony.

(11)
(a)
That portion of a general tax rate, a voted general tax rate, or a voted building tax rate, except as provided in subsection (12) of this section, KRS 157.440, and KRS 157.621, levied by an action of a district board of education which will produce, respectively, revenue from real property, exclusive of revenue from new property, more than four percent (4%) over the amount of revenue produced by the compensating tax rate defined in KRS 132.010, shall be subject to a recall vote or reconsideration by the district board of education as provided for in KRS 132.017, and shall be advertised as provided for in paragraph (b) of this subsection.

(b)
The district board of education shall, within seven (7) days following adoption of an ordinance, order, resolution, or motion to levy a general tax rate, voted general tax rate, or voted building tax rate, except as provided in subsection (12) of this section and KRS 157.440, which will produce revenue from real property, exclusive of revenue from new property as defined in KRS 132.010, more than four percent (4%) over the amount of revenue produced by the compensating tax rate defined in KRS 132.010, cause the following to be published, in the newspaper of largest circulation in the county, a display type advertisement of not less than twelve (12) column inches:

1.
The fact that the district board of education has adopted such a rate;

2.
The fact that the part of the rate which will produce revenue from real property, exclusive of new property as defined in KRS 132.010, in excess of four percent (4%) over the amount of revenue produced by the compensating tax rate defined in KRS 132.010 is subject to recall; and

3.
The name, address, and telephone number of the county clerk of the county or urban-county in which the school district is located, with a notation to the effect that that official can provide the necessary information about the petition required to initiate recall of the tax rate.

(12)
(a)
Notwithstanding any statutory provisions to the contrary, effective for school years beginning after June 30, 1990, the board of education of each school district shall levy a minimum equivalent tax rate of thirty cents ($0.30) for general school purposes. Equivalent tax rate is defined as the rate which results when the income collected during the prior year from all taxes levied by the district for school purposes is divided by the total assessed value of property plus the assessment for motor vehicles certified by the Revenue Cabinet. School districts collecting school taxes authorized by KRS 160.593 to 160.597, 160.601 to 160.633, or 160.635 to 160.648 for less than twelve (12) months during a school year shall have included in income collected under this section the pro rata tax collection for twelve (12) months.

(b)
If a board fails to comply with subsection (12)(a) of this section, its members shall be subject to removal from office for willful neglect of duty pursuant to KRS 156.132.

(13)
(a)
Notwithstanding any statutory provisions to the contrary, effective for school years beginning after June 30, 1998, the board of education of each school district may levy a general tax rate, voted general tax rate, or voted building tax rate that will produce, respectively, revenue from real property, exclusive of revenue from new property, up to four percent (4%) over the amount of revenue produced by the compensating tax rate defined in KRS 132.010. 
(b)
The general tax rate, voted general tax rate, or voted building tax rate voted by a district board of education under the provisions of this subsection shall be subject only to the public hearing requirements as provided in this subsection.

Section 18.   KRS 160.473 is amended to read as follows:

(1)
In the event that a general tax rate, voted general tax rate, or voted building tax rate applicable to real property levied by a district board of education will produce a percentage increase in revenue from personal property less than the percentage increase in revenue from real property, the district board of education may levy a general tax rate, voted general tax rate, or voted building tax rate applicable to personal property which will produce the same percentage increase in revenue from personal property as the percentage increase in revenue from real property; however, except in the case of a general tax rate, voted general tax rate, or voted building tax rate levied under the provisions of subsection (13) of Section 17 of this Act,[in no event shall] the general tax rate, voted general tax rate, or voted building tax rate levied by the district board of education applicable to personal property shall not exceed the prior year general tax rate, voted general tax rate, or voted building tax rate applicable to personal property levied by the respective district board of education.

(2)
The general tax rate, voted general tax rate, or voted building tax rate applicable to personal property levied by a district board of education under the provisions of subsection (1) of this section shall not be subject to the public hearing provisions of KRS 160.470(10) and to the recall provisions of KRS 160.470(11).

Section 19.   KRS 157.621 is amended to read as follows:

(1)
Local school districts that have experienced student population growth during a five (5) year period may levy a five cents ($0.05) tax for debt service and new facilities in addition to the five cents ($0.05) levied under the school construction funding program provided in KRS 157.620. The tax rate levied by the district under this provision shall not be subject to a recall vote as provided in KRS 160.470(11) and shall not be equalized by state funding.

(2)
A local school district shall meet the following criteria in order to levy the tax provided in subsection (1) of this section:

(a)
Growth of at least one hundred fifty (150) students in average daily attendance and three percent (3%) overall growth for the five (5) preceding years;

(b)
Bonded debt to the maximum capability of at least eighty percent (80%) of capital outlay from the Support Education Excellence in Kentucky funding program, all revenue from the local facility tax, and all receipts from state equalization on the local facility tax;

(c)
Current student enrollment in excess of available classroom space; and

(d)
A local school facility plan that has been approved by the Kentucky Board of Education and certified to the School Facilities Construction Commission.

(3)
When the state appropriations amount to the total cost of equalizing the five cents ($0.05) at the rate prescribed in KRS 157.620, as evidenced in the biennial budget and the budget memorandum, the provisions of this section shall expire.

(4)
Notwithstanding any statutory provisions to the contrary, a local school district that levied a special voted building fund tax prior to July 13, 1990, shall be permitted to levy up to five cents ($0.05) of a special voted building fund tax above the tax levied in accordance with KRS 157.440(1)(a), subject to the public hearing provisions of KRS 160.470(10). The provisions concerning recall votes and reconsideration by the local school district shall not apply.

Section 20.   The Kentucky Department of Education shall conduct a study of professional development and training for school personnel in the use of educational technology to determine the adequacy and effectiveness of the training activity in improving teaching, and student learning and achievement. A report shall be submitted to the Kentucky Board of Education for approval and to the Legislative Research Commission no later than April, 1999.

Section 21.   Beginning with the 1998-99 school year, each local school district and the Department of Education shall calculate the number of pupils in average daily membership as well as the number in average daily attendance as required under the provisions of KRS Chapter 157. The Department of Education shall conduct a study of the data to determine the impact of the two (2) methods of calculation on the distribution of funds from the Support Education Excellence in Kentucky program for the 1998-2000 biennium and submit a report to the Kentucky Board of Education and the Legislative Research Commission by October, 1999.

Section 22.   Whereas school districts begin their fiscal years July 1 and must adjust their operations to be responsive to the amendments of this Act, an emergency is declared to exist and Sections 17, 18, and 19 of this Act take effect on this Act's passage and approval of the Governor or upon its otherwise becoming a law.
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