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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 15-103, Arizona Revised Statutes, is amended to
read:

15-103. School districts; financial mismanagement;

intervention; definitions

A. The state board of education shall review allegations of school
district insolvency and gross mismanagement. The state board shall give
the school district an opportunity to respond to these allegations at a
public meeting. If the state board determines that the school district is
insolvent or has grossly mismanaged its finances, the state board shall
appoint a receiver or fiscal crisis team for that school district.

B. The state board shall find a school district insolvent if it
finds one or more of the following:

1. The school district is unable to pay debts as they fall due or
in the usual course of business.

2. The salaries of any teachers or other employees have remained
unpaid for forty-five days.

3. The tuition due another school district or other state
institution remains unpaid on or after January 1 of the year following the
school year it was due and there is no dispute regarding the validity or
amount of the claim.

4. The school district has defaulted in payment of its bonds or
interest on bonds or in payment of rentals due any state or federal
authority or private business for a period of sixty calendar days and no
action has been initiated within that period of time to make payment.

5. The school district has contracted for any loan not authorized
by Taw.

6. The school district has accumulated and has operated with a
deficit equal to five per—Temt PERCENT or more of the school district's
revenue control limit for any fiscal year within the past two fiscal years
or the conditions prescribed in section 15-107 have occurred.

7. The school district's warrants have not been honored for payment
by the school district's servicing bank or by the county treasurer and the
warrants have remained unpaid for a period of more than sixty calendar
days.

C. A school district shall not be deemed to be insolvent pursuant
to subsection B of this section if the circumstances are the result of the
failure of the state to make any payments of monies due the school
district at the time payment is due.

D. The state board of education sfratt—trave HAS Jjurisdiction over
all petitions requesting that a school district be placed in receivership
and a receiver be appointed or that a fiscal crisis team be appointed
because of the school district's alleged insolvency or gross
mismanagement. The state board stratt—tave HAS the burden of demonstrating
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by a preponderance of the evidence that the school district is insolvent
or is engaged in gross mismanagement.

E. If the state board of education finds that the school district
is insolvent or has engaged in gross mismanagement, the state board may
place the school district 1in receivership and appoint a receiver
recommended by the state board. The state board shall develop and adopt a
list of qualified receivers to be appointed by the board.

F. On appointment, the receiver may perform any of the actions
prescribed in paraygraphs—t—through—tt—of this subsection and shall begin a
full review and investigation of the school district's financial affairs
and submit to the state board of education a detailed report listing the
findings of that investigation that stett—imctude INCLUDES a financial
improvement plan and budget that details how the school district will
eliminate any continued gross financial mismanagement and achieve
financial solvency. The plan shall 1include a proposed timeline for
achieving financial solvency. The receiver shall submit the report within
one hundred twenty days after the receiver's appointment. The financial
improvement plan approved by the state board of education may authorize
the receiver to do any of the following:

1. Override any decisions of the school district's governing board
or the school district superintendent, or both, concerning the management
and operation of the school district, and initiate and make decisions
concerning the management and operation of the school district.

2. Attend any and all meetings of the school district's governing
board and administrative staff.

3. Supervise the day-to-day activities of the school district's
staff, including reassigning the duties and responsibilities of personnel
in a manner that, in the determination of the receiver, best suits the
needs of the school district.

4. Place on extended Teave, suspend or terminate for cause the
school district's superintendent or chief financial officer, or both. The
receiver is not authorized to provide a severance or buyout package to the
school district's superintendent or chief financial officer if the school
district is placed into receivership by the state board of education. A
person terminated pursuant to this paragraph may appeal the receiver's
decision to the state board of education if an appeal is filed with the
state board within thirty days o©f AFTER receiving notice of the
termination.

5. Authorize pupils to transfer from schools operated by the school
district to schools operated by another school district that 1is not
currently in receivership.

6. Appoint a chief educational officer who shall possess the powers
and duties of a school district superintendent. A chief educational
officer who 1is appointed pursuant to this paragraph shall hold a valid
administrative certificate.
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7. Appoint a chief fiscal officer who shall possess the powers and
duties of the school district's chief school business official and any
other duties regarding budgeting, accounting and other financial matters
that are assigned to the school district by Taw.

8. Appoint a competent independent public accountant to audit the
accounts of the school district.

9. Reorganize the school district's financial accounts, management
and budgetary systems +to 1improve financial responsibility and reduce
financial inefficiency within the district.

10. Establish school district fiscal guidelines and a system of
internal controls, including internal administrative controls and internal
accounting controls, with provisions for internal audits.

11. Cancel or renegotiate any contract, other than contracts of
certificated teachers who have been employed by the school district in the
capacity of a certificated teacher for more than one year immediately
before the date the receiver was appointed, to which the governing board
or the school district is a party if the cancellation or renegotiation of
the contract will produce needed economies in the operation of the
district's schools. The receiver may refuse to reemploy any certificated
teacher who has not been employed by the school district for more than the
major portion of three consecutive school years ws—provided—im—section
15-536.

G. The receiver's power, authority and duties sheatt—be ARE
effective on the date of the receiver's appointment by the state board of
education. The receiver shall perform the receiver's duties according to
the instructions of the state board of education order and according to
law. The receiver shall promptly report any violations of Taw, including
a violation of the uniform system of financial records, to the state board
of education.

H. On review and approval of the state board of education, the
receiver shall take all necessary steps to 1implement the financial
improvement plan and budget utitizimg USING those powers identified in the
plan as prescribed in subsection F of this section.

I. The salary and benefits of the receiver and any officers or
employees appointed by the receiver shall be paid by the school district.
The state board of education shall determine the salary for the receiver
and any officers or employees appointed by the receiver based on amounts
recommended by the state board.

J. The state board of education shall remove the school district
from receivership and dismiss the receiver and dismiss any officer or
employee appointed by the receiver thirty days after all of the following
have occurred:

1. The auditor general certifies that the school district has been
financially solvent for one fiscal year.
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2. The auditor general certifies that the school district's
financial records are in compliance with the uniform system of financial
records and generally accepted accounting principles.

3. The receiver certifies that the school district 1is no Tlonger
engaged in gross mismanagement.

4. The state board of education has determined that the school
district is able to pay its debts as those debts become due.

K. Beginning ninety days after the submission of the first report
prescribed in subsection F of this section, the receiver shall submit a
quarterly progress report to the state board of education. The state
board of education shall review the expenses and costs of the receiver at
least once each calendar quarter.

L. The state board of education shall formally review the
receiver's progress every six months. If, based on the quarterly progress
reports, the state board determines that the receiver's progress is
insufficient, the state board may remove the current receiver and appoint
another receiver for the school district.

M. The state board of education may dismiss the receiver for cause
or on a majority vote of no confidence in the receiver of the state board.

N. The school district shall indemnify the receiver and any officer
or employee appointed by the receiver who is made or threatened to be made
a party to any litigation by reason of their status under this section if
the receiver, officer or employee acted in good faith and in a manner that
the receiver, officer or employee reasonably believed to be consistent
with the best interest of the school district and if the receiver, officer
or employee had no reasonable cause to believe that the conduct was
unlawful.

0. During the period of time that the school district 1is 1in
receivership, mo A member, officer, employee or agent of the school
district may NOT enter into any contract or incur any Tiability on behalf
of the school district for any purpose if the amount of the contract or
liability exceeds the receiver's authorized financial plan and budget for
the school district. The receiver may discipline, including, if
warranted, 1imposing a suspension from duty without pay, removal from
office or termination of, any school district employee or officer who
violates this subsection.

P. This section does not create a private cause of action against
the school district or idits officers, directors, board members or
employees.

Q. The assumption of control of the school district by the receiver
shall “mmo—way NOT interfere with the election or reelection of school
district governing board members.

R. This section shall not interfere with a school district's
ability to declare bankruptcy under federal law.



00 NOoOYOrL B WN

AR PADRPOLWWWWWWWWWNPPDRNPPMNPDNPPNDNNDNNNNNRRPRPRRRRRFRRFRRF P
A OWONPFPOOWONOODUOUOPNNWNRPFRPFOOWONOODOPRWNRPRPOWOONOOO M~MWNREF OO

HB 2915

S. The state board of education shall continue to monitor and offer
technical assistance to a school district for two years after its removal
from receivership.

T. A1l information received and records or reports kept by the
state board of education during an investigation resulting from a
complaint against a receiver appointed pursuant to this section or section
15-107 are confidential and not a public record.

U. The state board of education or the department of education
shall immediately notify the auditor general if the board or department
has knowledge that a superintendent or chief financial officer who was
employed at the school district at the time the school district was placed
in receivership 1is currently employed in another school district or
charter school in this state.

V. Notwithstanding any other law, a fiscal crisis team appointed
pursuant to this section statt—be IS subject to section 15-107,
subsections E through H and a school district that is assigned a Tevel two
fiscal crisis team pursuant to this section sfratt—Dbe IS subject to section
15-107, subsections J, K and L.

W. NOTWITHSTANDING ANY OTHER LAW, IF THE SCHOOL DISTRICT 1IN
RECEIVERSHIP CEASES OPERATIONS BECAUSE OF FINANCIAL INSOLVENCY AFTER THE
SCHOOL HAS BEEN IN SESSION FOR AT LEAST ONE HUNDRED DAYS:

1. EACH SCHOOL DISTRICT AND CHARTER SCHOOL THAT ENROLLS STUDENTS
WHO TRANSFER FROM THE SCHOOL DISTRICT IN RECEIVERSHIP MAY REVISE THE
SCHOOL DISTRICT'S OR CHARTER SCHOOL'S BUDGET AND AVERAGE DAILY MEMBERSHIP
COUNTS FOR THE REMAINDER OF THE SCHOOL YEAR.

2. SUBJECT TO REVIEW BY THE JOINT LEGISLATIVE BUDGET COMMITTEE, THE
SUPERINTENDENT OF PUBLIC INSTRUCTION SHALL ADJUST THE STATE AID IN THE
CURRENT YEAR FOR EACH SCHOOL DISTRICT THAT REQUESTS RECALCULATION DUE TO
THE ENROLLMENT OF STUDENTS FROM THE SCHOOL DISTRICT IN RECEIVERSHIP.

3. THE RECEIVER SHALL DISTRIBUTE PERCENT OF THE MONIES
RECEIVED PURSUANT TO THE SCHOOL DISTRICT'S PROPERTY TAX LEVY ON A PRO RATA
BASIS TO EACH SCHOOL DISTRICT AND CHARTER SCHOOL THAT ENROLLS STUDENTS WHO
TRANSFER FROM THE SCHOOL DISTRICT IN RECEIVERSHIP. FOR THE PURPOSES OF
THIS PARAGRAPH, THE PRO RATA BASIS SHALL BE CALCULATED USING THE RATIO OF
THE NUMBER OF STUDENTS THAT EACH SCHOOL DISTRICT OR CHARTER SCHOOL
ENROLLED COMPARED TO THE TOTAL NUMBER OF STUDENTS WHO ENROLLED IN ANOTHER
SCHOOL DISTRICT OR CHARTER SCHOOL AFTER THE SCHOOL DISTRICT IN
RECEIVERSHIP CEASED OPERATIONS.

#- X. For the purposes of this section:

1. "Fiscal crisis team”" means either:

(a) A Tlevel one fiscal crisis team with the duties and authority
prescribed in section 15-107, subsection D, paragraph 2.

(b) A Tlevel two fiscal crisis team with the duties and authority
prescribed in section 15-107, subsection D, paragraph 3.
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2. "Gross mismanagement”™ means that the school district's officers
or employees committed or engaged in gross incompetence or systemic and
egregious mismanagement of the school district's finances or financial
records.

3. "Notice" means written notice personally served or delivered by
certified mail, return receipt requested.
4. "Receiver" means an individual appointed by the state board of

education from the persons recommended by the state board for the purpose
of managing a school district placed in receivership by the state board of
education.

5. "Receivership"” means the state or condition of being under the
control of the receiver appointed by the state board of education.

6. "Superintendent"” means the chief executive officer of the school
district.

Sec. 2. Emergency

This act is an emergency measure that is necessary to preserve the
public peace, health or safety and is operative immediately as provided by
law.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


