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AN ACT concerning school district financial oversight

panel s.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The School Code is anended by changing
Sections 1B-4, 1B-5, and 1B-8 as foll ows:

(105 ILCS 5/1B-4) (from Ch. 122, par. 1B-4)

Sec. 1B- 4. Est abl i shnent of Enmer gency Fi nanci al
Assi stance and Fi nancial Oversight Panel. Wen approved by
the State Board wunder this Article there is established a
body both corporate and politic to be known as the "(Nane of
School District) Financial Oversight Panel” which, in such
name, shall exercise all authority vested in such Panels by
this Article.

Upon the affirmative vote of not less than a majority of
its full nmenbership, a |local board of education of a school
district t hat has been certified to be in financial
difficulty under Section 1A-8 may petition the State Board of
Education for energency financial assi stance and t he
establ i shment of a Financial Oversight Panel for the district
as provided wunder this Article. In addition, the State
Superintendent of Education may petition the State Board of
Education for the establishment of a Financial Oversight
Panel, with or without energency financial assistance, for
any district that has failed to conply with its financi al
pl an and has had the plan rescinded by the State Board as
provi ded in Section 1A-8. No petition for energency
financi al assistance shall be approved by the State Board
unl ess there is also established a Financial Oversight Panel.

In determning whether to allow the petition the State

Board shall consider the follow ng factors anong others that
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it deens rel evant:

(a) whether the petition is in the best educational
interests of the pupils of the district;

(b) whether the petitionis in the near and long term
best financial interests of the district;

(c) whether the district has sufficient pupil enroll nent
and assessed valuation to provide and maintain recognized
school s;

(d) whether the petition is in the best interests of the
ot her schools of the area and the educational welfare of al
of the pupils therein; and

(e) whether the board of education has conplied with the
requi renents of Section 1A-8.

The State Board may vote to either grant or deny the
petition based wupon the recomendation of t he State
Superintendent of Education and any other testinony or
docunentary evidence the State Board deens relevant. The
decision of the State Board whether to grant or deny the
petition shall be final. |f an approved petition requests
energency financial assistance, the school district shall be
eligible for energency State financial assistance, subject to
the other provisions of this Article.

A Fi nancial Oversight Panel <created pursuant to a

petition filed by a school district may petition the State

Board of Education to be reconstituted as a Panel having the

powers, duties, legal status, and privileges of a Panel

established by the State Board for a district that has had

its financial plan rescinded by the State Board for violating

that plan as provided in Section 1A-8. The State Board nay

grant such petition upon determ ning that approval of the

petition is in the best financial interests of the district.

Upon approval of the petition, the Panel shall have the sane

powers, duties, legal status, and privileges of a Panel

established for a district that has had its financial plan
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rescinded by the State Board for violating that plan as

provided in Section 1A-8. The changes nade to this Section

by this anendatory Act of the 92nd Ceneral Assenbly apply to

al | Fi nanci al Oversi ght Panels, whether created before, on,

or after the effective date of this anendatory Act.

(Source: P.A 88-618, eff. 9-9-94.)

(105 ILCS 5/1B-5) (from Ch. 122, par. 1B-5)

Sec. 1B-5. Appoi ntnent  of Panel; meet i nQgs; reports:

di ssol ution of Panel. Wien a petition establishing a

Fi nanci al Oversi ght Panel for-energeney-finanetal--asststanee

for--a--school--distriet 1is allowed by the State Board under
Section 1B-4, the State Superintendent shall within 10 days
thereafter appoint 5 3 nenbers to serve at the State
Superintendent's pleasure on a Financial Oversight Panel for

the district, or for a Panel in which 3 nenbers have been

appoi nted before the effective date of this amendatory Act of

the 92nd GCeneral Assenbly, the State Superi ntendent shal

appoint 2 additional nenbers. The State Superintendent shal

designate one of the nenbers of the Panel to serve as its
Chairman. In the event of vacancy or resignation the State
Superintendent shall appoint a successor within 10 days of
recei ving notice thereof.

Menbers of the Panel shall be selected primarily on the
basi s of their experience and education in financial
managenent, wi th consideration given to persons know edgeabl e
in education finance. A nenber of the Panel nmay not be a
board nenber or enployee of the district for which the Panel
is constituted, nor may a nenber have a direct financial
interest in that district.

Panel nenbers shall serve w thout conpensation, but may
be reinbursed for travel and other necessary expenses
incurred in the performance of their official duties by the

State Board. The anount rei mbursed Panel nenbers for their
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expenses shall be charged to the school district as part of
any energency financial assistance and incorporated as a part
of the terns and conditions for repaynent of such assistance
or shall be deducted fromthe district's general State aid as
provided in Section 1B-8.

The first neeting of the Panel shall be held at the cal
of the Chairman. The Panel nmay el ect such other officers as
it deens appropriate. The Panel shall prescribe the tines
and places for its neetings and the manner in which regular
and special neetings may be called, and shall conply with the
Open Meetings Act.

Three Tweo nenbers of the Panel shall constitute a quorum
and the affirmative vote of 3 2 nenbers shall be necessary
for any decision or action to be taken by the Panel.

The Panel and the State Superintendent shall cooperate
with each other in the exercise of their respective powers.
The Panel shall report not later than Septenber 1 annually to
the State Board and the State Superintendent with respect to
its activities and the condition of the school district for
the previous fiscal year.

Any Financial Oversight Panel established wunder this
Article shall remain in existence for not I ess than 3 years
nor nore than 10 years fromthe date the State Board grants
the petition under Section 1B-4. |If after 3 years the schoo
district has repaid all of its obligations resulting from
energency State financial assistance provided under this
Article and has inproved its financial situation, the board
of education may, not nore frequently than once in any 12
nmonth period, petition the State Board to dissolve the
Fi nanci al Over si ght Panel , term nate t he over si ght
responsibility, and renove the district's certification under
Section 1A-8 as a district in financial difficulty. In
acting on such a petition the State Board shall give

additional weight to the recommendations of the State
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Superintendent and the Fi nancial Oversight Panel.

The changes nade to this Section by this anendatory Act

of the 92nd Ceneral Assenbly apply to all Financial Oversight

Panel s, whether created before, on, or after the effective

date of this amendatory Act.

(Source: P.A 88-618, eff. 9-9-94.)

(105 ILCS 5/1B-8) (from Ch. 122, par. 1B-8)

Sec. 1B-8. School District Energency Financial Assistance

Fund: Jloans and grants. There is <created in the State

Treasury a special fund to be known as the School District
Ener gency Fi nanci al Assistance Fund (the "Fund"). The School
D strict Emergency Financial Assistance Fund shall consist of
appropri ations, grants from the federal governnent and
donations fromany public or private source. Mneys in the
Fund nay be appropriated only to the State Board for the
purposes of this Article. The appropriation may be all ocated
and expended by the State Board as grants or loans to school
districts which are the subject of an approved petition for
energency financial assistance under Section 1B-4. From the
anmount all ocated to each such school district the State Board
shall identify a sumsufficient to cover all approved costs
of the Financial Oversight Panel established for t he
respective school district. If the State Board and State
Superintendent of Education have not approved energency
financial assistance in conjunction with the appointnent of a
Fi nanci al Oversi ght Panel, the Panel's approved costs shal
be paid from deductions fromthe district's general State
ai d.

The Fi nancial Oversight Panel may prepare and file wth
the State Superintendent a proposal for energency financi al
assi stance for the school district and for the operations
budget of the Panel. No expenditures shall be authorized by

the State Superintendent until he has approved the proposal
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of the Panel, either as submtted or in such | esser anount
determ ned by the State Superintendent.

The maxi mum anmount of an energency financial assistance
| oan which may be allocated to any school district under this
Article, including noneys necessary for the operations of the
Panel, shall not exceed $1000 tines the nunber of pupils
enrolled in the school district during the school year ending
June 30 prior to the date of approval by the State Board of
the petition for enmergency financial assistance, as certified
to the local board and the Panel by the State Superintendent.
An energency financial assistance grant shall not exceed $250
times the nunber of such pupils. A district may receive both

a loan and a grant. Any noneys provided to a |ocal board of

education as a loan shall not be subject to any limtation on

debt established under Article 19 of this Code.

The paynent of an energency State financial assistance
grant or loan shall be subject to appropriation by the
General Assenbly. Energency State financi al assi st ance
allocated and paid to a school district under this Article
may be applied to any fund or funds from which the |ocal
board of education of that district is authorized to nmake
expenditures by | aw.

Any energency financial assistance proposed by t he
Fi nanci al Over si ght Panel and approved by the State
Superintendent may be paid in its entirety during the initial
year of the Panel's existence or spread in equal or declining
anounts over a period of years not to exceed the period of
the Panel's existence. Al loan paynents made fromthe
School District Energency Financial Assistance Fund for a
school district shall be required to be repaid, with sinple
interest over the termof the loan at a rate equal to 50% of
the discount rate on one-year United States Treasury Bills as
determined by the last auction of those one-year bills that

precedes the date on which the district's loan is approved by
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the State Board of Education, not later than the date the
Fi nancial Oversight Panel ceases to exist. The Panel shal

establish and the State Superintendent shall approve the
terms and conditions, including the schedule, of repaynents.
The schedul e shall provide for repaynments commencing July 1
of each year. Repaynent shall be incorporated into the annual
budget of the school district and may be made from any fund
or funds of the district in which there are noneys avail abl e.
When noneys are repaid as provided herein they shall not be
made available to the local board for further wuse as
energency financial assistance under this Article at any tine
thereafter. All  repaynents required to be made by a school
district shall be received by the State Board and deposited
in the School District Emergency Financial Assistance Fund.

The board of any school district that receives a | oan

aut hori zed under this Section shall provide for a separate

tax for energency financial assistance repaynent purposes.

The separate tax levy shall be in an anpbunt sufficient to

repay the energency financial assistance under the terns and

conditions set by the Panel and approved by the State

Superintendent. Notwithstanding any law to the contrary, the

separate t ax | evy for energency financial assistance

repaynent shall not be subject to referendum approval.

The changes nmade to this Section by this amendatory Act

of the 92nd Ceneral Assenbly apply to all Financial Oversight

Panel s, whether <created before, on, or after the effective

date of this amendatory Act.

}n--establishing--the--terns--and--conditions---for---the
Fepaynent - - obl t gatt on- - of -t he-sehool -di stri et -t he- Panel - shal t
annual | y- det er it ne- whet her - a- separ at e- | ocal - property-tax-tevy
ts-fequt red: - -The- boar d- of - any-school --distriet--wth--a--tax
Fate-for-educatt onal - purposes-for-the-prtor-year-of-less-than
120% - of - t he- raxt num r at e- f of - educat t onal - pur poses- aut hort zed

by- Seetton-17-2-shall-provide-for-a--separate--tax--levy--for
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ener geney- - ft nanet al - asst st ance- r epaynent - pur peses: - - Sueh- t ax
l evy-shal l - noet - be- subj ect -t o- r ef er endum appr oval - - - The- anpunt
of -t he-tevy-shalt - be-equal -t o-t he- anbunt - - necessary- -t o- - nreet
the---annual - - -repaynent - - -obltgatt ons--of--the--distriet--as
est abl t shed- by- t he- Panel ; - or - 20% of - - t he- - anpunt - - | evi ed- - f of
educat t onal - - pur poses--for-t he- pri or- year; - wat ehever-+s-}ess:
However; - no-distriet-shall-be-required-to-levy-the-tax-tf-the
distriet-s-operattng-tax-rate--as--deternt ned--under--Seetton
18- 8--0of--18- 8- 05- exceeds-200% of -t he-distriet-s-tax-rate-for
edueat t onal - pur poses-for-the-prior-year:

(Source: P.A 90-548, eff. 1-1-98; 90-802, eff. 12-15-98.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw.
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