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CHAI RMAN EVANS: | would like to reconvene
t he House Appropriations Comm ttee neeting.

This is, in my view, and | think every
member up here, the nmost important section of the
budget. There is no other section that is nore
i mportant than this discussion today relating to the
proposed budget that the Governor has recomended as
wel |l as for what education means to all.

But we have some visitors here.
Representative M| hattan, do you want to introduce
t hen? You have all your district up here, don't you?
s this your entire district you have up here?

REPRESENTATI VE Mcl LHATTAN: Just about.

CHAI RMAN EVANS: s this your entire
district? 1|s anybody back in the district?

REPRESENTATI VE Mcl LHATTAN: Nobody today.
They all came down on the bus.

CHAI RMAN EVANS: Do you want to at | east
i ntroduce them?

REPRESENTATI VE Mcl LHATTAN: Yes. | would

like to say that the Keystone School District is the

district | grewup in, and in fact it is the district
| still reside in.
We had 200 students come down today -- | am

proud of them -- who came down for this hearing. A
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| ot of themare in this room and the others are in
the fill-in down in 60 watching it on TV. And they
are here today, number one, to watch the process, and
nunmber two, to send a message to us that they are
really concerned about their education and what is
going to happen in this new funding fornula.

M. Secretary, they are in one of those 1.5
groups that are really going to be hit trenmendously
hard, and we need to discuss that | ater on today.

And Mr. Secretary, Jean Gool, the
superintendent, is with us. Jean, do you want to
stand and be recognized? |'m sure you'll be here for
comments | ater on.

So | just wanted to introduce those folks to
you. | " m proud of them and want to thank them for
com ng.

Thank you, M. Chairman.

CHAI RMAN EVANS: You're wel come.

What | would |ike to do, M. Secretary, as
you know, we don't take any testinony; we go right to
t he questions fromall of the members on the
commttee. They get to ask you your questions, and
then after you finish, you know, your testimny, then
we will bring up the panel of superintendents who are

here and have sone di al ogue and di scussion with them




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

al so.

SECRETARY ZAHORCHAK: Can you start fromthe
begi nning with that, M. Chairman?

CHAI RMAN EVANS: We go right to questions to
you.

SECRETARY ZAHORCHAK: You are going to skip
the testinony?

CHAlI RMAN EVANS: Yes, skip the testinmony.
You can put that in for the record.

SECRETARY ZAHORCHAK: Al'l right.

CHAI RMAN EVANS: This is a hungry group;

t hey want to get right to the questions.

SECRETARY ZAHORCHAK: Well, that is
appreci at ed. | do want to say there's a fairly
complicated new funding formula in the testinmny that
| not only want to have on the record, at some point
we are going to have to have a conversation about the
el ements of that funding fornula.

So | think that part of the testimny m ght
be best read up front, but, M. Chairman, of course
' m here for you.

CHAI RMAN EVANS: The Chairman convi nced me
with some armtwi sting, and he is going to ask you a
gquesti on. But | would like to start off with a

gquestion, and then you will get the chance to talk a
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little bit about the basic fornula.

The question that | would like to ask is,
t he Governor under this budget is recommendi ng a
6- percent overall increase in basic education. Have
you, in your mnd and within the department, | ooked
at the aspect of what type of inpact that that could
have upon the kids of the Comonweal th of
Pennsylvania in terms of increased test scores, other
ki nds of activity? You know, have you figured out
what an increase will mean of that nature?

SECRETARY ZAHORCHAK: Well, thanks for the
gquesti on.

Of course this budget, as budgets past,
collectively gives school districts the funds they
need, or begins to give school districts the funds
they need to get children ready for school, to ensure
that children have early chil dhood prograns that are
appropriate, so they conme out of the first and third
grade ready for the rest of their education, and it
focuses on high school and the transition from high
school, getting ready for college or careers.

There is a lot in between all of that, but
t his budget indeed is a budget that continues the
steps along the way. And | have to say that because

of your efforts collectively as a Legislature, with
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t he Governor's partnership and foll owing the good

| eadership that | think this education Governor has
brought to Pennsyl vania, we have been recogni zed for
all of those efforts.

We are being recognized nost recently by
Quality Counts, which is the Education Week
newspaper, as an anomaly. We are making progress
against all criteria, and we are only three States
receiving a higher grade on the Quality Counts
report.

We are fifth in the nation in terms of
achi evement in the Quality Counts report; also, first
in the nation in terms of improvement of what we have
done for early childhood education. And renmenber, it
was just 6 years ago we were one of the few States
not taking responsibility to invest in early
chil dhood educati on.

So we are making progress. That progress is
bei ng recogni zed. | can tell you of other
recognitions for the progress you are maki ng because
you are making the investnments.

And believe this: Every doll ar we invest of
course has returns long term-- and we will get into
that, |I'm sure, as the questions go -- the kinds of

returns on investments when you invest in education.
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But | think, undoubtedly because of your actions in
the past 5 years, |'m obviously among a | ot of choir
members in terms of getting that investing in
education has economc inplications for the

i ndi vidual child but also for all of us as a
Comonweal t h.

CHAI RMAN EVANS: Can you then take some time
and explain this new proposed formula that you have?

This commttee, we are doing this jointly
with the Education Commttee. | don't know if the
chair, Chairman Roebuck, as well as Chairman Jess
Stairs -- they are not here, but | know that their
staffs are here, so we are doing this in conjunction
with the Education Commttee.

So can you take some specific time and tell
us exactly how that fornmula would benefit the
children of the Commonweal th of Pennsyl vani a?

SECRETARY ZAHORCHAK: Sure, and thank you.

The proposed budget introduces a school
funding formula that is based on your | andmark
costing-out study that is designed to raise student
achi evement by investing in programs that are proven
to help students | earn.

You conmm ssioned the costing-out report to

answer the |ong-debated question of what it costs to
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gi ve our school districts the resources they need to
get 100 percent of the students to adequate |evels
measured by State standards by the year 2014.

The adequacy target, that cost that you need
to each school district, was the m ssing piece of the
puzzl e, and now, for the first time ever, we finally
have it.

Step one of the proposed funding fornula
takes the results of the costing-out report and
cal cul ates an annual adequacy funding target for
every school district. Your report laid out a very
clear formula for determ ning each school district's
adequacy target.

It starts with a base fundi ng amount for
every student, increases the target for each student
who is low income or has Iimted English proficiency,
since extra resources are needed to enable these
students to succeed, and then adjusts each school
district's target based on its size, recognizing that
smal |l er school districts cannot achieve the sanme
econom es of scale as |l arger school districts, and
based on the cost of living then in each region of
t he Commonweal t h.

It is important to note that for the first

time in nore than a decade and a half, this proposal
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woul d use annually updated enroll ment figures for
each school district.

As a result, it contains permanent growth
suppl ements built into the formula, while al so
bal anci ng the needs of school districts with
declining enrollments through a weighted 5-year
average of enroll ment.

And then step two of the proposal conpares
each school district's funding target to its actual
spendi ng and then determ nes an appropriate State
share of the resulting funding gap.

We believe the State's contribution toward
cl osing the adequacy gap should give the nost
assistance to comunities that already have the
hi ghest | ocal taxes and the | east |ocal wealth.

The total State share of the adequacy gap is
$2 billion based on '06-07, or just over 51 percent
of the total gap.

Governor Rendell's 6-year plan for neeting
our State's comm tment anticipates a total investment
of $2.6 billion by 2013-14 to reflect inflation and
changi ng enrol |l ment patterns.

The Governor's '08-09 education budget
provides $291.3 mllion, a nearly 6-percent basic

education increase, as a crucial first step in
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meeting the State's comm t nent.

And | want to enphasis that at the sane tinme
as we are proposing a dramatic investment and new
school funding formula on the General Assenbly's own
report, Pennsylvania is simultaneously poised to make
historic progress in cutting |ocal property taxes
t hat have increased as a result of our broken school
fundi ng system since the 1990's.

In '08-09, State-funded tax relief is
projected to cut | ocal property taxes by
$854 mllion, a total |ocal benefit of over
$1 billion when you add $291 mllion and basic
education funding increases.

By 2014, we are projecting to deliver over a
billion dollars of annual property tax relief, along
with $2.6 billion in proposed additional investments
in student achievement under the new funding fornula.

It's a total of $3.7 billion in total |ocal
benefits. Both our property tax relief and new
school funding formulas are targeted to comunities
with the highest taxes and greatest need.

So after we determ ne the gap and the
State's portion, the third step of the proposed
funding formula ensures that our State school funding

i nvestment results in additional services for
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students based on what we know about boosting student
achi evement .

School districts should be able to use any
annual increase they receive up to the rate of
inflation, the Act 1 inflation index, for regular
operation purposes. Any anount that they receive
above the inflation index must be invested with
confidence that it will improve student | earning.

Ei ghty percent of the funds above the Act 1
inflation index must be used to expand prograns and
services that exist or |aunch new prograns and
services that do the foll ow ng: provide extra time
for | earning, such as tutoring or a |onger school day
or school year; expose students to new and nore
ri gorous courses; train teachers and other school
enpl oyees; reduce class size; provide for
preki ndergarten and full-day kindergarten
experiences; recruit effective teachers and
principals; and reward performance for
superintendents and principals.

The remai ning 20 percent is split two ways.
Ten percent can be used to maintain existing prograns
t hat accomplish these goals or for essential one-time
costs, and the other 10 percent can be used for other

prom sing programs or for one-time costs.
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Our goal is straightforward: target
i nvestments into proven prograns that directly i npact
student achi evement, and under our proposal, all
districts that receive a funding increase above the
inflation index would be required to submt plans
showi ng how they plan to use the new resources for
t hose purposes. The Departnment of Ed will be able to
review the plans and make suggested recomendati ons.

The strongest accountability, though, is
reserved for the academ cally chall enged schoo
districts, those that are identified for warning,

i mprovement, or corrective action or that have
schools identified for school inmprovement or
corrective action.

In these districts, 55 in 2008-09, the
Department of Education nust approve the district's
pl an for investing the new taxpayers' resources.

If we are serious about hel ping all students
succeed, and | know we are, then we nust take the
steps and action this year to put Pennsylvania on the
path toward a real school funding fornmula with
appropriate safeguards to ensure the new resources
mean nmore services closest to the child.

CHAI RMAN EVANS: Thank you.

Chai rman Ci ver a.
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CHAI RMAN CI VERA: Thank you, M. Chair man.

Wel come, M. Secretary.

SECRETARY ZAHORCHAK: Thanks very much.

CHAI RMAN CI VERA: As you read that, your
formula statenment there and how we put these together
and to work on the 501 school districts in
Pennsyl vani a, what | wanted to ask you, on your | ast
par agraph that you read to the group today, the
school district that acquired the inflation rate of
over 4.4, which would be the school district that |
represent, would get that type of doll ar.

Preki ndergarten, you are saying that that is
mandated by the State that they would have to have
preki ndergarten? Did | understand that correctly?

SECRETARY ZAHORCHAK: No, M. Chairman.

CHAI RMAN CI VERA: Okay.

The proposal that comes from the Depart ment
of Educati on when a school district -- there are
probably about 140 of those school districts that
qualify, what | can see of the inflation rate over
4. 4. The program that they would submt to the
Depart ment of Education would be reviewed by the
Depart ment of Education, and then is the Department
of Education mandating that they have to do certain

things within those 140 school districts?
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SECRETARY ZAHORCHAK: Those districts would
have conpl ete control of how they are spending that
money inside that framework that | read fromin ny
testinony, so they can increase tutoring. They can
use money for professional devel opment. They can
increase the program for kindergarten from half day
to full day if they wanted to. They could add
preki ndergarten. If they wanted to, they could add
more rigorous courses at the high school |evel, those
ki nds of things.

CHAI RMAN CI VERA: But basically the menu
t hat you are giving, that you are | ooking at, those
school districts would have to respond within that
menu of some type of l|atitude one way or the other as
far as the courses that they would have to be giving
to those individuals in those individual schoo
districts.

| just want to be clear, is it a mandate?

Is it something that you are recommending, or is it a
menu that you have to follow? They may do this or
they may do that? That's what |'m basically asking
you.

SECRETARY ZAHORCHAK: Chairman, that's a
great question, and let me tell you, it is about

proven practices that we know will help school
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districts that are receiving these funds.

And school districts already know these
things. We have been using the accountability bl ock
grant funds for these types of programs and ot her
funds. So when you tutor a child, or when you start
professional devel opment against the curriculumthat
is used by the district, or when you add courses to
increase the rigor, all of those things are things
t hat the school districts know are the kinds of
t hings that are going to increase student
achi evement, and it is our way of know ng that the
dollars that are in excess of the inflation rate are
used closest to the child.

CHAI RMAN CI VERA: Okay.

Now, | have been trying to conprehend this,
and it is a change. | mean, the last time that we
changed the formula for education in this General
Assenmbly or in the State | believe was 1991.

The | ocal tax base, in any way does this
formula affect that |ocal base as far as, do the
i ndi vi dual school districts have to tax nore into the
| ocal areas? Does it in any way require of -- |ike
some formulas, if you were at 100 percent of
taxation, there was some relief or there was some

added. Is there anything that will affect that | ocal
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tax base whatsoever in this new adjustnment?

SECRETARY ZAHORCHAK: Well, | think the
formul a, when put in the context of what your
busi ness has been about, what the Governor has been
| eading for many years, the formula fits well.

One, it provides for a very fair, reliable,
predi ctable way for schools to know what part of
their budget is comng fromthe State.

Anot her thing | think that is important to
understand is, simultaneously, we are providing
gam ng funds for the first time ever, and because of
that, we are reducing the |ocal needs for funds, but
we are al so doing a nunber of other things |ed by
past budgets and our activities.

The | ocal task force for reducing costs at
school s had a number of recommendations, are
encouraging districts to think about consolidating
efforts. Or even nmerging and consolidating school
districts will add to the |ocal share portion of
t hat .

So while we are increasing, starting with
$291 mllion, the funds that come fromthe State, we
are also watching the efficiencies by the school
districts come down. We are sort of encouraging

defl ating the cost when we say, a common health-care
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pl an that came out of the Education Commttee and now
is with your commttee, those kinds of things
collectively bring down and show that we are being
good stewards at both levels, |led by the Legislature,
| ed by the Governor's Office here in Pennsylvani a.

CHAI RMAN CI VERA: Thank you, M. Secretary.

That will be all, M. Chairmn.

SECRETARY ZAHORCHAK: Thank you, M.
Chai r man.

CHAI RMAN EVANS: Kel | er.

REPRESENTATI VE KELLER: Thank you, Chairman
Evans.

M. Secretary, we have had many di scussions
about this. | believe that the biggest problemin
t he Phil adel phia School District is the disruptive
and vi ol ent students and that we have to remove them
fromthe classroom and get them the necessary help
t hat they need. But | see you are requesting a
$20 mllion cut in alternative school s?

SECRETARY ZAHORCHAK: As you know, it has
been a practice of the Legislature and the budgeting
process always that any demonstration grant going
back through multiple Adm nistrations always cones
back to a zero count. So we begin the conversation

with all of those denonstration grants at zero, and
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this is the cut that you are referring to.

REPRESENTATI VE KELLER: Yes, but nmy question
is, do you believe that in order to get the students
the help they need, we need alternative school s?

SECRETARY ZAHORCHAK: Yes; | really do think
that alternative education for disruptive students is
a good practice in any of the 501 communities.

Most peopl ed understand that when you | ook
at students who come into a school district,
regardl ess of where the school district is, there are
students who need smaller, nmore personable, wrapped
with a mental health or other services provided for
t he need. It doesn't mean you are cutting the
student off; it means that you are caring about that
student really unconditionally. But in order not to
di srupt the environment, you have alternative
education prograns going on across the State.

The State is making contributions to it in
mul tiple ways. One is, if we get to the costing-out
study with a formula that gets to adequacy, it is
built in. If we add then alternative education
moneys, it is another way of supporting the costs
t hat are necessary to do alternative education in
school districts.

So I am not absolutely anything but
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encouragi ng school districts to think about ways to
best serve chil dren.

REPRESENTATI VE KELLER: Well, if you feel
the same way we do, that these kids need hel p, how do
you propose we get it if we are not requesting the
$22 mllion for alternative education?

SECRETARY ZAHORCHAK: We still have the safe
and alternative education appropriation in the
budget . It is alnost $24 mllion. So that
appropriation stays in the budget.

REPRESENTATI VE KELLER: But we cut
$22 mllion, or are we just flip-flopping?

SECRETARY ZAHORCHAK: John, do you want to
answer ?

MR. GODLEWSKI: We have two line items in
our budget - - -

CHAI RMAN EVANS: Coul d you introduce
yourself for the record?

SECRETARY ZAHORCHAK: |"m sorry. This is
John Godl ewski, and John is the Budgeting Chief at
t he Department of Educati on.

MR. GODLEWSKI : I n our budget for this
current year, we have a line itemcalled alternative
education denonstration grants, $17 1/2 million.

Again, that was a legislative initiative line item
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t hat was added in the budget.

I n budgeting for '08-09, all lines
associ ated or all increases associated with
| egislative initiatives are elimnated fromthe
budget as we start out the process.

REPRESENTATI VE KELLER: So you are telling
me that you do agree that this is a good program
this is a way to get our children educated, but the
Legislature is going to have to put the money back
in?

SECRETARY ZAHORCHAK: Well, | think nore
i mportantly than that, because as we go toward the
costing-out study and we start adequately funding
schools, things |ike ELL, challenges for |ow-income
students, et cetera, the cost of doing business in
schools to get students, all students, to 100 percent
is factored in.

So | think, if you asked about the
priorities, the priorities are always going to conme
back to, let's do a funding system that is based on
what we know i s an adequate nunber to get those
students -- all students that is -- to proficiency by
2014.

So that is not a new target; it is not

anything different, but for the first time ever, we
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have a formula proposal that changes everything.

REPRESENTATI VE KELLER: "' mone of the Kkids
you are tal king about. | guess | was not a good
student .

Do you believe that the $17 mlIlion that the
Legi sl ature put in last year did its job in getting
help to the kids, the violent and disruptive kids, in
t he Phil adel phia School District?

SECRETARY ZAHORCHAK: Wel |, absolutely.

Wth respect, Representative, we believe
that all children need to be com ng toward
proficiency. All demonstration grants conme back to
zero.

So any one of those line itenms that we talk
about that are denpnstration grants, we are going to
tal k about them com ng back to zero, but I'Ill also
give you ny values in terms of getting all Kkids --
and "all" means all -- to 100 percent and throw ng
none to the streets of their own accord.

REPRESENTATI VE KELLER: Wel |, the Chairman
is not going to gave nme that much tinme. We' Il have
t hat discussion |ater, because | believe that does
get all kids to proficiency, to get the kids who are
di sruptive in the classroom out, get them the help

t hey need. That hel ps the other kids get the
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proficiency.
So you can't say we are not helping all Kkids

by hel ping the disruptive children.

SECRETARY ZAHORCHAK: | woul d agree.
REPRESENTATI VE KELLER: And we'll wait for
the Legislature to put it back in. s that---

SECRETARY ZAHORCHAK: It's the normal
process. You understand that much better than | do.

REPRESENTATI VE KELLER: No, | don't, not
when it comes to children's educati on. No, | don't.

Al'l right. Another question, M. Chairman?
Thank you

A number of years ago, in a bipartisan
manner, myself, Representative Kenney, who is here
t oday, Representative Taylor, Representative
But kovitz, and Representative Marie Lederer, it took
us about 3 years, but we got Act 26 passed, al
right? And it was no easy going.

As a matter of fact, Speaker Ryan had to
i ssue subpoenas to get the Phil adel phia Schoo
District to cooperate. All right? One of the main
t hi ngs we got acconmplished was the Safe School s
Advocate, which is under your department. | s that
correct?

SECRETARY ZAHORCHAK: Correct.
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REPRESENTATI VE KELLER: Al'l right.

This act provided the Advocate to make
recommendations to the Legislature on the inpact of
private litigation consent decrees that we entered
into with the Education Law Center. Thirty years
ago, those consent decrees went in.

One of the things we found out when we
wor ked on this problem was that one of the consent
decrees made it a 27-step process to renove a
student, a disruptive or violent student, fromthe
cl assroom Every ot her school district has a
five-step process.

We were supposed to get a report back on
t hat process. | haven't seen it yet. Do you know
anyt hi ng about that?

SECRETARY ZAHORCHAK: Well, we are waiting
for that report as well. So | can only tell you that
we are working with the Advocate to devel op the
report. It's a report, as you know, the Advocate
provides to the Department of Education, and we
provide it to you.

We are working well with school safety in
all school districts and with the School District of
Phi | adel phia. W have done a lot to go back to the

consent decree and the anended version of the consent
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decree.

We have had neetings in the School District
of Phil adel phia regardi ng due process for children.
We found that mostly, as you have been saying, it is
mostly about giving due process to children who are
charged with any type of m sbehavior that is going to
| ead to an out-of-school suspension or a |longer-term
suspensi on or maybe an expul sion, and just ensuring
that we are going to provide students with the
opportunity to be heard before a decision is made
about whether or not we are going to exclude them
fromregul ar educati on where they go.

So in addition, we follow the consent decree
in terms of getting the commttees and | ots of
col I aboration about planning. And we have been about
good planning with the school district, with
representatives fromthe Teachers Association, from
the principals of the school districts,

Adm ni stration, the police involved, school district
police and others, all around the table making sure
we are planning. We are planning for general school.
We are planning for how we treat due process, how we
treat children with special needs. It is not unlike
a lot of the work in any other school district, but

it is something that we are paying particul ar
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attention to.

We have received a $660,000 grant for a
school - based community policing initiative. W
provide a grant for a mllion dollars to the 40 most
troubl ed schools in Philadel phia, the Single Schoo
Culture Initiative, it is called, where we are trying
to get common | anguage about the practices on school
behavi or so we can deescal ate a | ot of negative
behavior. And the city also, we have the Student
Government Peace Corps Initiative with a $50, 000
grant.

So we are engaged. We are taking it very
seriously that we need to set the kind of social and
emoti onal context in school districts across the
Commonweal th that create well ness for readi ness for
| ear ni ng.

REPRESENTATI VE KELLER: That's very nice,
and the Chairman is going to cut me off. | have one
mor e questi on.

That report, how long is it going to take?
It has been over 4 years.

SECRETARY ZAHORCHAK: We have been sayi ng
the same thing, and we are working hard with the
Advocate to get that report. | can give you a

follow-up to this question by the end of the day
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t oday- - -

REPRESENTATI VE KELLER: Okay.

SECRETARY ZAHORCHAK: ---to let you know
where we are at specifically with that.

REPRESENTATI VE KELLER: And also in the act
-- remember, this is Act 26; this isn't Suggestion
26.

SECRETARY ZAHORCHAK: Correct.

REPRESENTATI VE KELLER: This is a law, all
right?

The act also requires the Advocate to
prepare an annual report, right? 1t directs copies
to go to district superintendents, the Secretary of
Education, the Chairmen of both the Senate and the
House Education Comm ttees. \When will that report
sent to the appropriate commttees?

SECRETARY ZAHORCHAK: Well, it's the sane
answer. We are working with the Advocate.

REPRESENTATI VE KELLER: Look, M. Secretary

-- M. Chairman, |'m sorry.
The report, it's not a suggestion. It is
supposed to be out. We have never seen them This

is very inportant, education in Phil adel phia.
| want to see those reports. It is not a

suggesti on. It says it in the act; you have to get

be




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

29

t hat report, the annual report, to the committees.
We don't see it. If you want, we'll bring the
Advocate in here and ask him where is the report.
would i ke to see the reports.

SECRETARY ZAHORCHAK: Well, we are worKking
with the Advocate, and we are working to get the
report to you fromthe Advocate.

That is a responsibility of his. You
realize, too, that the Advocate is part of our
organi zation as a Department of Education, has
protocols that we expect himto report |ike any other
enpl oyee of our 800 to a particular supervisor, and
ultimately work in cooperation with us.

We are pushi ng. | don't want to get into
personnel issues with you, good or bad, about any one
of our enpl oyees, but---

REPRESENTATI VE KELLER: Oh, please, do,
because the Advocate has been advocati ng. He has
been doing his job. That is why we did Act 26. W
wanted to put it under the Attorney General and not
in the Department of Educati on.

' m sorry, M. Chairman. Can | get an
answer ?

CHAI RMAN EVANS: Okay. Can you give like a

yes-or-no answer? That is what | am asking.
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SECRETARY ZAHORCHAK: Okay.

CHAI RMAN EVANS: Can you just give a yes or
no?

SECRETARY ZAHORCHAK: Yes, | can give a
yes-or-no answer.

CHAI RMAN EVANS: Okay.

Then the only thing | need to do is, when
will you have the report ready?

SECRETARY ZAHORCHAK: Well, we are hoping to
have the report as soon as possible, and---

CHAI RMAN EVANS: G ve me -- that's not it.
Can you give me---

SECRETARY ZAHORCHAK: |"m saying it is
really contingent upon the Advocate's worKk.

CHAI RMAN EVANS: Okay; | understand.

Let met say this to you, because he is the

vice chair of the commttee. | will have that
conversation with you. W will figure out a date
certain.

SECRETARY ZAHORCHAK: Yeah; sure.

CHAI RMAN EVANS: "1l work it out.

SECRETARY ZAHORCHAK: | don't have that
t oday, and | apol ogize for that. | appreciate the
guestion, though. | think it is the right question.

CHAI RMAN EVANS: But |l et me say to the
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members of the commttee, if nmy math is correct, if |
did multiplying with Iike 14 menbers and you multiply
it by five or whatever, | need menbers to police
t hensel ves. | need members to police thenselves. W
have guests back there; we want themto give us their
reaction.

And my suggestion to you, M. Secretary,
like if you could do yes or no. That's always the
best way to do it, do yes or no, and we can nmove this
process through. | want to be very open, because
this is inportant. Thank you.

Mller.

REPRESENTATI VE M LLER: Thank you, M.

Chai r man. |'m afraid these aren't yes-or-no
guesti ons.

CHAI RMAN EVANS: | understand. | know it's
not . l'"'mtrying; |I"mtrying again.

REPRESENTATI VE M LLER: M. Secretary, |
appreci ate the fact that we are | ooking at a fornula
change, and | | ove spread sheets, so | need your help
with this formula.

SECRETARY ZAHORCHAK: Okay.

REPRESENTATI VE M LLER: On cal culating the
adequacy target, can you tell me what a modified ADNM

is? | believe that's a fairly new term sonmething we
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haven't discussed before. What is a nmodified ADM?

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE M LLER: You tal ked about a
5-year average.

SECRETARY ZAHORCHAK: Yeah; you bet.

What we do is, we go to the nost recent data
set that we have for student attendance as opposed to
relying on 1991 student attendance data. W cone to
the most recent year, and for the first tinme ever, we
are using real enrollment figures and going 5 years
back and then nodifying it so the nost recent year
coll ected that we have gets the heaviest weight.

REPRESENTATI VE M LLER: What are those
wei ghtings for the 5 years?

SECRETARY ZAHORCHAK: So we go fromthe
cl osest year and have .52 -- and, John, you can check
me on this -- and then the next year going back .26,
.13, .06, and .03.

REPRESENTATI VE M LLER: Okay. And then you
come up with this nodified ADV, which |I understand
woul d provide for growth and it would al so take away
the hold harm ess, but it would soften the bl ow over
a b5-year period and it would not be i medi ate.

The next column is a poverty suppl ement.

| ' m guessing, now nmy spread sheet says that is based
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on free and reduced |unch.

SECRETARY ZAHORCHAK: That is correct.

REPRESENTATI VE M LLER: Is that the best
measur enment of poverty in a school district,
recogni zi ng, especially when you get to senior high,
there's a stigma and a | ot of kids don't want to
partici pate, especially if they are in a district
where there aren't a | ot of students getting the free
and reduced | unch. Ils that the best---

SECRETARY ZAHORCHAK: | think that is the
best met hod we have, because that data conmes
annually, it is on time, and it is income generated.
So to be qualified for free and reduced lunch, income
gener ated, yes.

REPRESENTATI VE M LLER: Can you explain the
district size supplement, how that was derived?

SECRETARY ZAHORCHAK: Well, our small est
districts would get the 20 percent, average-sized
districts would get 10-percent extra.

REPRESENTATI VE M LLER: And then there are
districts that get nothing?

SECRETARY ZAHORCHAK: Because of econom es
of scale, the suggestion of the costing-out formula
was that it costs more to try to do business in the

smal |l er school .
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REPRESENTATI VE M LLER: And this is fornula
driven?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE M LLER: Okay.

ELL, the multiplier, is based, well, on the
reporting data to you, on the number of students that
are English-1anguage |earners, and it is sonme type of
a multiplier put in on that |ine.

On the geographic price adjustment, can you
explain that us to? 1Is that |like a cost-of-1living
i ndex?

SECRETARY ZAHORCHAK: That is exactly that,
the cost-of-living index across the Conmmonweal t h
county by county.

REPRESENTATI VE M LLER: | note in some of
t hese school districts on the spread sheet -- and
this is formula driven also, is it not?

SECRETARY ZAHORCHAK: Correct.

REPRESENTATI VE M LLER: So | note that there
are school districts that are zero, but there are
al so school districts that are negative numbers.

SECRETARY ZAHORCHAK: That is right.

REPRESENTATI VE M LLER: Well, | have a
question: Why in the geographic price adjustnment do

we, when the formula says m nus, we deduct it from a
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school district, but in the formula driven on the
district size, when the formula says m nus, we give a
zero. Wy is it not fornmula driven there also?

And | guess | could say on the district size
suppl ement, the formula says that the School District
of Phil adelphia is a mnus 0.128 but they don't |ose
anyt hing; they get a zero. But on the geographic
price adjustment -- we can pick one -- Clarion Area
School District is a mnus $687, 000, and they take a
ding for $680, 000. So we are not really honoring the
formul a, are we?

SECRETARY ZAHORCHAK: Yes, we are.

The formula that is in the costing-out study
is what we are using here. So | can tell you that
the cost of living is the cost of living and it
becomes a multiplier. Simlarly, we multiple aid
ratio in that vein. Size adjustment is to reward or
add noney to school districts that are smaller.

REPRESENTATI VE M LLER: So maybe t he
formul a- -

SECRETARY ZAHORCHAK: The same thing with---

REPRESENTATI VE M LLER: ---of the
costing-out study is a little skewed or somet hing
that it gave negatives instead of zeroes.

SECRETARY ZAHORCHAK: | think each one of
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t hese categories, though, is different, from ny
perspective on it, because, you know, you are getting
extra noney if you have |limted English students,
extra noney for poverty students, extra money if you
have a small er-sized district, and then, of course,
it is all eventually multiplied by your geographic
price cost of I|iving.

REPRESENTATI VE M LLER: Okay.

If we go and accept that, that we now have
what is the adequacy target, then there is a bunch of
ot her nodifiers. And you |ook at the spending gap,
and then we have the market value, aid ratio being
applied to it, the personal income aid ratio
equation, and then we come up with the State funding
target multiplier. And then we come up with a
category that is high-tax effort, and that is a
formula also, is it not?

SECRETARY ZAHORCHAK: That is correct.

REPRESENTATI VE M LLER: And it is basically
anybody over 24.7 mlls, that gets a higher amount,
they get listed as a high-tax effort.

SECRETARY ZAHORCHAK: That is correct, on an
equalized m | age.

REPRESENTATI VE M LLER: Well, if | wunhide

the formulas in this spread sheet and | scan down
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t hrough, was there a clerical error that, yes, got
typed in in Philadel phia? There is no fornula there?

SECRETARY ZAHORCHAK: No. The Phil adel phi a
School District's school board has no taxing
aut hority, so they can't control how much tax they
woul d tax the residents there, the municipal tax. | t
is the only district like that. And in the School
Code, there are provisions for that municipal tax
bei ng used.

REPRESENTATI VE M LLER: In this School Code
there are provisions for---

SECRETARY ZAHORCHAK: Com ng up with the
muni ci pal tax for equalized mlls, and the School
District of Philadelphia is the only district that
uses equalized mlls and the only district that has
no taxing authority for their school board.

REPRESENTATI VE M LLER: May ask that you
supply the commttee Chairman with that reference in
the code to where we find that?

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE M LLER: | ' m unawar e of that.
Real qui ck.
Well, | think I'm going to basically

conclude here just with a quick statenment. I

appreci ate the fact that we have a fornmula, and it is




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

38

a change.

guestion a little bit of the changes we

made to a formula. Formul as are great when you know

what they are, they are going to be predictable, and

when we start changing things for certain areas |ike

this, it is how we ended up with such a mess in the
| ast formul a. It really is.
SECRETARY ZAHORCHAK: May |, though?

Because if you are directing it to

Phi | adel phia, you are still understanding that in

6 years,

every district's target is the same.

Not hi ng changes to get to 6 years of funding that

goes to that target. Not over the target, to that

target.

So there is no difference in the fornul a,

how it is applied at all, as |I see it.

REPRESENTATI VE M LLER: But there is a

significant difference this year and next year, and

it may work out in 6 years, but nost of us may not be

here in 3, and this formula could change again. So

we need to ook at the realities of what it does now.

Thank you, M. Secretary.

SECRETARY ZAHORCHAK: Thank you

REPRESENTATI VE M LLER: Thank you, M.

Chai r man.

CHAI RMAN EVANS: Manderi no.
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REPRESENTATI VE MANDERI NO: Thank you, and
good afternoon, M. Secretary.

Let me just actually pick up, again talKking
about the formula change, but ask kind of a next
gquesti on.

First of all, | applaud the Governor for
using the costing-out study as the basis. | think it
is the absolute right way to go, and | can't qui bble
about all of the factors, but |I think in general they
just make a heck of a |ot of sense, the various
factors that we are weighing to get in there.

My question is, based on this 6-year plan
t hat the Governor has kind of put forward here, that
is not quite getting us, it is my understanding, to
the State being back up to at |east 50 percent of the
fundi ng for education. Is that correct?

And then the follow-up is, is that because
you t hought that that was all the political wil
there was? | mean, why did we |ay out a 6-year plan
and not at |east get to 50 percent?

SECRETARY ZAHORCHAK: Well, remenber, we are
tal king about a State and | ocal partnership. The
costing-out study very clearly recognizes in its
context that revenues come fromthe State, they cone

from | ocal government and other sources, a smaller
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percentage fromthe Federal government. Knowi ng

t hat, we have calculated the gap in step two, and we
calculate it based on aid ratio, equalized mll age,
as multipliers times the gap nunber what the State
share should be per district, recognizing that we are
hel pi ng those nost chall enged econom c districts that
have the highest tax burden.

REPRESENTATI VE MANDERI NO: Ri ght . Now, |
understand that and | understand that individual
school districts, and | represent two of them one
that will be getting substantially more than 50
percent of their revenue fromthe State and one that
will be getting substantially |less than 50 percent of
their revenue fromthe State.

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE MANDERI NO: But the overall
6- year plan, | understand, gets us to 45 percent. I's
t hat because you are assum ng 5 percent is Federal
and then 50 percent is local, or--- Do you
understand what |'m saying? Why are we just a little
bit short of where everyone seems to think they
wanted to go?

SECRETARY ZAHORCHAK: Well, | think the
costing-out study provided the blueprint.

REPRESENTATI VE MANDERI NOC: Okay.
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SECRETARY ZAHORCHAK: It gave us the
mechani sm the process, to get to those adequacy
targets, knowing that it is an effort fromthe State
and | ocal government, and in great strides, because
just to keep at 34 where we started from sever al
years ago and now have made increases in the
percentage comng fromthe State, it caused
percentage increases every year, but then to inprove
it.

So if we go from 32 to 33 percent State give
a couple of years back to 44 percent, that alone, to
me, is a significant change. The bi gger change,

t hough, is the idea that it is predictable, reliable.
We know the target number, and it's the first time in
hi story we have had that number.

And remenber, it was 1990-ish when the rural
and small schools were comng after the State for not
bei ng thorough and efficient through the Supreme
Court's final decision that the Legislature should do
t his.

You have done courageous work, and it is a
historic time in Pennsylvania of having a formul a
that is based on adequacy nunbers, the first time.

REPRESENTATI VE MANDERI NO: Okay.

Again, |ooking at all 6 years together, when
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we get to the end of the 6 years, assum ng the
Legi slature follows the blueprint that has been
outlined here, we are at 2-point-something billion
additional State dollars and an antici pated
2-billion-extra |l ocal dollars.

Where do those extra |ocal dollars, or not
where do they but how do those extra | ocal dollars
that will need to be raised interface with Act 1 and
the | egislation that capped increases in school
spendi ng unl ess they go to referendum et cetera?
How do you see that interplaying across our 500
school districts?

SECRETARY ZAHORCHAK: Well, the nice news
is, we will know reliably what the State is going to
do for the next 6 years.

The nice thing also is, we know for certain
t hat school districts will be working to, one,
respect Act 1, but two, work in a variety of ways to
reduce costs led by the State's efforts -- the
heal t h-care program the consolidation and merging
efforts, the commonsense initiatives, everything that
we are doing to reduce costs, including, | think most
conspi cuously, the nmoney that is comng from gam ng
on the property tax side.

We are going to be at historic levels, you
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know, first of all, being able to bring $854 mllion
in |local property tax relief in 2008-09, including an
average of 185 in first-ever property tax reductions
for every home- and farnstead owner and extra relief
for the senior citizens.

We anticipate as we go forward, this will be
over a billion dollars annually com ng at the
property side of it.

So you are helping in two ways. You are
increasing the State side of it, and you are
reduci ng, by the gam ng noney plus all of those
efficiency efforts, the noney needed from | ocal
property owners.

REPRESENTATI VE MANDERI NO: My | ast questi on,
asked on behalf of my coll eague, Representative Tom
Petrone, deals with private residenti al
rehabilitative institutions, which provide
residential treatment to children who have been
removed fromtheir homes because of famly crisis,
abuse, or neglect.

Representati ve Petrone has introduced
HB 1496 to address the adm nistrative costs of these
institutes and allow them the same 10-percent rate at
whi ch the Department of Ed currently reimburses the

approved private schools for adm nistrative expenses,
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viewi ng them as kind of different m ssions but
conparable in terms of the role they pay for our
educati on systens.

Have you | ooked at 1496? Does the
department support the |egislation? And have you
estimated the cost or the dollar amount for this?
And will you support that additional nmnoney for the
PRRI rolls?

SECRETARY ZAHORCHAK: Well, two things.

One is, the proposed |egislation is under
review in the department, and we are making
consi derati ons.

And two is, we had these discussions for the
| ast couple of years in terns of the one-time, and up
front everyone knowi ng one-time high adm nistrative
percent ages that we knew would be there just for the
one-time introduction and now are no | onger a part of
t hat .

So we are taking a look at it, yes, and we
will give a response to this commttee or any others
who are interested.

CHAI RMAN EVANS: Representative M| hattan.

REPRESENTATI VE Mcl LHATTAN: Thank you, M.
Chai r man.

M . Secretary, when | hear you talk, you
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sort of herald this new formula as the second great
comng in public education. Let me share with you
some headlines in my |ocal paper:

"Rendel | 's education budget throws | ocal
districts into turmoil."

"Keystone | aunches protest agai nst proposed
fundi ng. "

"Clarion Limestone joins protest over
proposed '08-09 funding."

An editorial in the newspaper by the editor:
"School districts need to team up."”

So | guess back where we come from this

isn't the greatest thing since the second com ng.

And | guess -- | have a |l ot of students here today
frommy school district. Our problemis, you know
that we are in the bottom of the rank. | have seven
districts. | think four of themget 1.5 and the rest

get a little bit. Everybody is under 2. And we
realize when we make some changes as nmonunental as
this, there certainly are some wi nners and sonme
| osers, but | guess we got the feeling that we just
didn't | ose, we got shut out of this gane.

Sort of talk to us a little bit briefly and
explain to us why you think what you did and how it

affects my school districts is fair.
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SECRETARY ZAHORCHAK: Well, it is actually
not what we did; it is what the report suggested to
us that we should do.

And you asked for a costing-out study that |
t hi nk was very courageous, because we know if we
wanted to discontinue the practice of having an
anmount total shared by everyone equally, because each
of you have to go honme to a particular place and then
come back with something more, that we never get to,
one, adequacy, and two, we take a slower route toward
equi tabl e distribution of funds.

| don't think there are any | osers at al

when we think about the Commonwealth in total. Cur
kids will get to an adequate educati on, and we have
been about, | think, a fairly decent equitable

di stribution of that system

And a couple of things about the 1.5
districts that | think we should understand. One is,
if we were to increase 1.5 to 2 percent, districts---

REPRESENTATI VE Mcl LHATTAN: Three woul d have
been better, but go ahead.

SECRETARY ZAHORCHAK: ---the districts would
get, on average, about $27,000 more, those 1.5
districts. Some of them |[|ike Quaker Valley, would

get $5,600 nore.
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| ndi vidually, it hardly makes any
difference. Col | ectively, though, when we are
keepi ng that money away from schools that have for
decades, because of a really bad funding system not
had the opportunities that other districts have had,
it hurts a lot trying to make that shift.

So the second point -- | said two on the 1.5
districts -- is, if you go along the way toward their
adequacy formula, those districts that have high tax
and | ower weal th, next year, the year after, the year
after, going towards that sixth year, many of those
districts are going to see significant increases in
the funding percentage that is comng fromthe State.

REPRESENTATI VE Mcl| LHATTAN: You are telling
me then that | ooking down the Iine, we are going to
do better? This is the worst we are going to get and
we are going to do better next year and the next
year? Talk to me about that, quickly.

SECRETARY ZAHORCHAK: Well, |I'm saying
generally speaking, a lot of the districts that are
1.5 are indeed districts that do better as you
increase the amount of nmoney avail able for the
funding. When we go fromthe $290 to $400 mllion
year after year going forward toward 6 years,

districts are going to do better, and they are going
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to be recognized for their tax burden and they are
going to be recognized according to the wealth.

REPRESENTATI VE Mcl LHATTAN: The tax effort;
| mean, they are going to have to raise taxes to get
there, right?

SECRETARY ZAHORCHAK: Exactly.

REPRESENTATI VE Mcl LHATTAN: You know, 1 ml|
brings in $50, 000. | mean, we have a small rapport.
You know, our manufacturing base is gone. You want
to toll our interstate to even make it worse. I
mean, our scenario just keeps getting worse, and
that's the reason the people are here today. They
are really concerned.

Let's move on to another quick question.

The | anguage in the School Code says that we are
supposed to do this costing-out study, and then the
costing-out study is supposed to go to the Senate and
House Education Comm ttees and they are supposed to,
fromthat, develop legislation to deal with this
thing, and that is how we really thought this was
com ng down.

Now all of a sudden we get this costing-out
formula | guess thrust on us. | guess ny question to
you is, | have talked to the folks on our side of the

ai sle and our staff that deal in education issues,




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

49

and | said, did you have any input into this fornula?
| mean, what's going on here? They said, nope,
nobody tal ked to us; nobody asked us anything.

| guess what |I'm saying is, it seems to be a
pretty small group in this huddle calling the plays.
Who are they? Can you tell us? Who put this great
second com ng together?

SECRETARY ZAHORCHAK: Well, you as a
Legi sl ature asked for a costing-out study.

REPRESENTATI VE Mcl LHATTAN: | understand
t hat .

SECRETARY ZAHORCHAK: You have probably the
most reputable firmin the country, maybe the world,
t hat does this kind of work. They came in, collected
t he data across Pennsyl vania, and devel oped for the
first time in history an adequacy number per
district.

We are determned to get to filling the gap.
So it is a matter of just responding to the
costing-out study that you had.

Now, we have heard that people are
interested in studying the study, and |I'm sure there
will be a group interested in studying the group that
studi ed the study, and we can get into a | ot of

paral ysis just by overanal yzing everything.
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You went to the nost reputable place you
asked for in the world to give you a costing-out
study that is reliable, one, that would be a fair
funding formula for the first time in history, that
superi ntendents could make predictions and rely on
what is com ng as opposed to waiting for the whim of
t hose people who play every year. This is no |longer
really in the control of anyone except the results of
t he costing-out study.

REPRESENTATI VE Mcl LHATTAN: Are you telling
me then that the folks that did the costing-out study
are the folks that gave us this fornula?

Did they do it and just say, here's the
study; now here's the fornmula we recomend that you
i mpl ement? |s that what you are telling me? That's
t he question |I'm asking.

SECRETARY ZAHORCHAK: We canme up with the---

REPRESENTATI VE Mcl LHATTAN: "We. " Now,
again, that's what |I'm tal king about. Who is in the
huddl e? Who are "we"?

SECRETARY ZAHORCHAK: The answer is yes, the
formula is enbedded into the costing-out report. I
don't think there is any doubt that this is a fornmula
t hat supports getting to those adequacy targets over

a 6-year period.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

51

The costing-out study said it is going to
take time, you couldn't do that in 1 year, and these
are the targets.

Not hi ng changed. The end game for that is
absolutely the same as the costing-out study. So you
can only answer, in respect to the Chairman, yes.

REPRESENTATI VE Mcl LHATTAN: Okay.

One final question follow ng up on
Representative Mller's point on the ratio equity and
the situation in Philadel phia and all that.

You are convinced that there is no extra
money being driven into Phil adel phi a. Some of our
fol ks say there is about $24 mllion being driven to
Phi | adel phi a, because you are using a totally
different set of things there, and it even says
$35 million. | mean, that is a real issue with us,
and we certainly need to have a good conversation
about that. | know we can't do it all in this room
t oday.

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE Mcl LHATTAN: But, | mean,
that is something we need to sit down around the
tabl e and make sure. That is a |ot of money. You
put that back over into those that get 1.5, that

brings us up to a pretty good situation. | mean,
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that's a ot of noney in this formla.

SECRETARY ZAHORCHAK: May | ?

REPRESENTATI VE Mcl LHATTAN: Yes.

SECRETARY ZAHORCHAK: | respect the
gquesti on.

We i ndeed treat Phil adel phia, in terms of
t he adequacy nunmber, exactly as the report suggests
t hat Phil adel phia or any of the other 500 school
districts get treated. This is the adequacy target
for that district, the adequacy target for any other
district.

The process for com ng through, we used the
muni ci pal tax because the district does not have the
capability of controlling the school tax. So we used
the district's equalized mill.

It does respond to the sensitive situation
of funding in Philadel phia, but remenber, and | think
this is important, because, you know, |I'm from
Canbria County originally and operated in an
aver age-si zed school district for a long tinme.
when we tal k about Phil adel phia, we al most talk about
it as if it is just one school district. It is
70 school districts---

REPRESENTATI VE Mcl LHATTAN: Yeah; |

under st and t hat .
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SECRETARY ZAHORCHAK: ---operating al
at once. So it is alnmost |like responding to
70 districts, and 70 districts that have sone of the
bi ggest chal | enges.

REPRESENTATI VE Mcl LHATTAN: | " m not agai nst
the city of Philadel phia. | know they have probl ens.
"' m not against driving some noney in there, but we
need to be fair about this process. That is what |I'm
saying; it is fairness we are talking about, and we
need to take a | ook at that.

Thank you

SECRETARY ZAHORCHAK: | appreciate that.

CHAI RMAN EVANS: Si ptrot h.

REPRESENTATI VE SCAVELLO: Al'l right, John;
go to worKk.

REPRESENTATI VE SI PTROTH: Sorry,
Representative Scavell o.

Thank you, M. Chairman.

Secretary Zahorchak, thank you very much for
bei ng here.

SECRETARY ZAHORCHAK: Thank you, sir.

REPRESENTATI VE SI PTROTH: | just want to do
alittle foll ow-up.

First of all, I ama big proponent of the

costing-out study. ' m the author, the prime sponsor
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of HR 460, which is the commttee to study the
costing-out study, and I'm very pleased that the
Governor was able to initiate the costing-out study
formula into this year's budget.

Unli ke |ast year's budget, com ng from
growi ng school districts, we were sort of cut out of
t he additional funds that we had received the year
before, in last year's budget, so it |ooks like the
majority of that is restored. Nonet hel ess, it wil
take us quite a few years to get caught up with those
i ndi viduals that are working in a no-growth district
with the 1991 fornul a.

But on the costing-out study, sone
i ndi viduals, and you expounded very well on this, but
sonme individuals have questioned the validity of the
costi ng-out study. |s there any specific response
t hat you could give those individuals other than the
fact that it is a nore fair and equitable way to
di stribute the funds and a nmore fair and equitable
way to educate our kids?

SECRETARY ZAHORCHAK: | think two things.

One is, the costing-out study did use
mul ti ple methodol ogi es, the methodol ogi es that you
asked for as a Legislature when you asked for the

costing-out study. So it used nultiple methodol ogi es
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and gave back a costing-out study that | think was
very, very conservative all along the way.

The aut hors of the costing-out study stand
ready and are respondi ng, even today, to questions of
the Legislature of the methodol ogy and what is behind
t he costing-out study.

| don't think this particular organization
is anything but credible nyself, and | have great
confidence.

REPRESENTATI VE SI PTROTH: Okay. Thank you.

One other -- well, | have a few other
guestions, M. Chairman, and | will try to be brief.

The costing-out study for Pennsylvania
showed an aggregate need of about a 25.4-percent
i ncrease. How does that conmpare with other States
across the country? Do you have any idea on that?

SECRETARY ZAHORCHAK: Sur e.

In terms of the State's portion? |s that
what you are asking, how much is the State---

REPRESENTATI VE SI PTROTH: Yes. Not t he
| ocal portion by any neans.

SECRETARY ZAHORCHAK: Well, we have made
some increases, but we are still not in a place at
the present time. The costing-out study takes us

further.
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The short answer is, when this
Adm ni stration came into office and Governor Rendell,
we were near the bottom of the pack. We have made
enor nous progress over the last 5 years but still
trail much of the nation

In '03, we ranked 34th among all States in
State expenditures for students fromK to 12. Two
years |l ater, we went up to 30th -- still lower than
all of the surrounding States near Pennsylvania. And
when it comes to the State's share of education
funding, this 6-year proposal would predict, with
property tax relief alongside of it, it moves us from
37 percent to about 44 percent.

REPRESENTATI VE SI PTROTH: What woul d happen
if for some reason the |ocal property tax relief that
is expected to be generated by the gam ng were not to
quite get that acconmplished? Other than the
37 percent, would we be, do you feel, in a medium
range of about 40 percent or sonmething |ike that
rat her than, you know, the 44 percent at the top and
the 37 percent at the bottom factoring in, you know,
the lack of the full gamng funds? And | guess that
could be pretty variable dependi ng on how many
doll ars actually come in fromthe gam ng funds.

SECRETARY ZAHORCHAK: Yes.
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REPRESENTATI VE SI PTROTH: | think I have
answered my own questi on.

SECRETARY ZAHORCHAK: | think you have.

REPRESENTATI VE SI PTROTH: Thank you.

This could be a yes or no: Did you say that
there are incentives for school districts combining
their efforts becom ng merged to one school district?
Are there financial incentives as well?

SECRETARY ZAHORCHAK: Well, the Governor---

REPRESENTATI VE SI PTROTH: Com ng fromthe
State?

SECRETARY ZAHORCHAK: The Governor has
experienced recently | eading conversations with a
coupl e of school districts that he has made pl edges,
along with Representatives and Senators fromthe
particular district, to help them overcone one-time
costs, so we think that is reasonable. If there are
one-time costs to making consolidation work, we stand
ready to help that way.

But we are al so geared up as a departnent to
pitch in, help study consolidation of any districts
that want to do it. We are asking districts to
simul ate their projections going out 5 or 7 years
i ndependently, do their hypothetical district merger,

sinmul ate that as well, put the two next to each
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ot her, and ask and answer the question of what kinds
of savings are we tal king about?

In a particular district in western
Pennsyl vani a, we | ooked at about a mllion 4, and
these are two small districts savings taxpayers
annually $1.4 mllion in property taxes.

REPRESENTATI VE SI PTROTH: Okay.

Real |y quickly. The Pre-K Counts program,
whi ch was established a couple years ago, have we had
any way to measure the success of that programto
date, or is it just too early to really---

SECRETARY ZAHORCHAK: Well, we have been
very successful with Pre-K Counts. W are being
recogni zed nationally for the work that is going on
with the program And in all sincerity, | have even
been asked by the 49 other chiefs to represent them
on early childhood educati on. Harriet Dichter, our
Office of Childhood Devel opment and Early Learning,
has been | ooked at nationally in the work that we are
doi ng here in Pennsylvania, because you have all owed
t hat to happen.

We have nore students than ever before being
served in our 3- and 4-year-old programs. W
anticipate increasing that. There is a waiting |ist

for the Quality preschool programs. W have nore and




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

59

more providers getting to quality as measured by our
Keyst one STARS.

So we have a | ot of indicators and 360
degrees neasured agai nst those indicators. W are a
quality programthat is getting better along the way.

REPRESENTATI VE SI PTROTH: Okay. And one
more real quick one.

Cyber charter schools. A lot of school
districts themsel ves, especially up in ny area, |
know one school district that is starting a program
of their own, a cyber charter school. Do you feel
t hat that may provide a better cyber school education
for those individuals if the school district were to
run it themselves so that the curriculum would be the
correct curriculumfor that particular individual?

SECRETARY ZAHORCHAK: Well, we think
districts who are together thinking about cyber
charter school are doing a pretty good job, and we
think the cyber charter schools that are the highest
performers give us a | ot of good data about what it
takes to manage and pay for the cyber charter
educati on.

REPRESENTATI VE SI PTROTH: Thank you very
much.

Thank you for your patience, M. Chairnman.
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CHAI RMAN EVANS: Thank you.

Barrar.

REPRESENTATI VE BARRAR: Thank you, M.
Chai r man.

Good afternoon, M. Secretary.

SECRETARY ZAHORCHAK: Good afternoon.

REPRESENTATI VE BARRAR: The study was
aut hori zed by the House and the Senate that was done,
but the parameters of the study were set up by the
Adm ni stration. | mean, decisions to |eave out debt
service and busing were made by you, not by the
Legi sl ature when we passed a resolution, was it?

SECRETARY ZAHORCHAK: We were, | believe,
back and forth with the Legislature and staff in
devel oping the requests for proposals to do the
costing-out study. | think everyone knew t he
proposal and were well aware of what was in it when
it actually went to the street and we had responses
from the vendors.

REPRESENTATI VE BARRAR: Well, the purpose of
| eavi ng out debt service would hurt growi ng school
districts nore than other school districts that
haven't acquired as much debt.

| mean, in my school district, which is one

of the fastest growi ng school districts, would you
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say that this study, that this new fornula does

something to help? M school district has to build a
new school every other year. | can't see -- they get
a $52,000 overall increase this year. Where is there

anything done to help a growth district |like that?

SECRETARY ZAHORCHAK: Well, this is the
first time -- now, think about this -- because of the
formula, this will be the first time permanently

embedded in the formula recognition of growth because
we are recogni zing actual student counts, and you
have not done that since, you know, 1991 to consi der
t hat .

So we use updated school enroll ment nunbers
every year. The Governor's plan is then a real
funding formula, because it sets the annual funding
target for each school district based on those and
then adjusts the target every year to take into
account again the new nunbers from the most recent
year. So we will continuously embed growth and
actual numbers.

At the same time, it is recognizing those
growi ng school districts, because there are sort of
two types. There are growi ng school districts that
are |l osing property tax revenue, but there are also

growi ng school districts that in the growth, they are
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buil di ng homes and addi ng new | ocal revenue. So it
recogni zes, again, wealth and effort from those
growi ng school districts.

We believe that this is, you know, an
absol ute, again, historic nonent, because we enbed
permanently growth as a factor in the fornula.

And | could take you across the fastest
growi ng hi gh-need school districts that absolutely
get huge support, and it is probably in 30 or 40
districts across the State that will see, for
example, in the Poconos, where we have tal ked about
over and over those five high-growth districts that
are not high-wealth districts or high-tax burden
districts -- they are -- we will see $5.5 mllion
increases for '08-009.

I n Chester County, you have three districts

that are high growth -- $2.9 mllion. And |I could go

across the State and tell you about the fastest
growi ng, high-need school districts that absol utely,
because of the change in formula, are going to see
significant increases.

REPRESENTATI VE BARRAR: It just seens very
unfair to | eave out debt service, which is a mjor
part of the cost to a school district, out of the

formul a. Still, I can't imagine that certain school
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districts that | ose population will actually | ose any
revenue that we see getting quite a bit today.

You made a statenent earlier, and maybe |
m sunder st ood you. You said that the study did not
recommend a formula to be used for this funding
formula to basically get to this point, but then you
said also that the study said that you had to use the
Phi | adel phia muni ci pal tax equalization rate in the
study. Or did | m sunderstand you?

SECRETARY ZAHORCHAK: No. The munici pal tax
was the fairest way to | ook at the School District of
Phi | adel phi a, because they don't have any control
over the taxes as a school entity and they use only
t he muni ci pal taxing authority to tax their
properties.

REPRESENTATI VE BARRAR: But how does t hat
i nfluence what they get in education funding? The
fact that the city council refuses every year after
year to put any additional noney into their school,
meani ng that the State has to pay extra? | mean---

SECRETARY ZAHORCHAK: No. They al so use the
same type of high-need, high-tax calculation with the
muni ci pal tax inserted at the place of tax burden.

So it is aid ratio. It is equalized---

REPRESENTATI VE BARRAR: So you have sonebody
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living in a $6 mllion house paying $2,000 in school
t axes, and you consider that a fair tax rate.

SECRETARY ZAHORCHAK: What | suggest is that
we are getting to adequacy by your study's results
for every single school district.

That has changed, and | can feel the change
here in the atnosphere as we are having these
conversations. But it is, nonetheless, a change that
is positive because it is going to be predictable and
reliable, and it is based on a real number that a
great deal of time went into creating and a great
deal of expertise.

REPRESENTATI VE BARRAR: So now when ny
citizens and superintendents question nme on the 50
percent, where a lot of times it is brought up to us
about the 50 percent, that the State should be paying
50 percent of the cost of education, now we can say
we have abandoned that conmpletely; that is no |onger
a goal ?

| remember when the Governor ran for office.
He said time and time again that one of the goals of
his Adm nistration would be to bring all school
districts up to the 50 percent. So my school
district that gets around $300 and |I think $370 a

student, | can tell ny superintendent that the
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Adm ni stration and your Adm nistration has just
abandoned the 50-percent fornula conpletely?

SECRETARY ZAHORCHAK: Well, you can tel
your superintendents, again and with all due respect,
we tal ked about adequacy and knowi ng an adequacy
number over and over, every year.

REPRESENTATI VE BARRAR: But it is not
adequacy for all schools. | mean- - -

SECRETARY ZAHORCHAK: It is adequacy for al
school s.

REPRESENTATI VE BARRAR: lt's---

CHAI RMAN EVANS: Can we sl ow down?

For the sake of the recorder, we got to ask
a guestion and answer a question. Remember that yes
or no? |If you could stick to that yes or no, please.
Okay.

SECRETARY ZAHORCHAK: Sorry.

REPRESENTATI VE BARRAR: I'"'ma little excited
about this, M. Chairmn.

CHAI RMAN EVANS: Obvi ously you are. | don't
m nd; | just want to make sure the recorder can get
it, okay?

SECRETARY ZAHORCHAK: Your question again,
sir?

REPRESENTATI VE BARRAR: About abandoning the
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50-percent formula. We will no longer refer to that
as far as a goal of this State as far as educati on;
it will no longer be a goal of ours. And you are
basically saying the fornmula helps with that, so |
apol ogi ze for interrupting.

SECRETARY ZAHORCHAK: Okay.

REPRESENTATI VE BARRAR: Let me ask you a
question: Wuldn't it have been a fairer fornula if
we had done something in this formula to create a
bottom |ike a base nunber, like a $2,000 nunber per
student? | mean, if we are saying that the statew de
adequacy number is $8,000 -- what is it, $8,800 or
somet hing? Wouldn't it be fair, wouldn't a sensible
formula start out with |ike a $2,000 per student base
and then do these other ways to drive noney out? |
mean- - -

SECRETARY ZAHORCHAK: Again, | don't know
your background, but | would respect seeing your
formul a, because the folks that we used to get the
adequacy nunber absolutely have the background.

They did indeed start with a base, a base
t hat has been inflated because of the cost of |iving
fromthe nunmbers that they used. That base gets us
to $8, 355 per student. "' m not sure what you mean by

$2, 000 per student.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

67

REPRESENTATI VE BARRAR: Well, | mean as far
as what the State should be contributing toward the
education of a student. s it fair to fund education
in some parts of the State at $8, 000 per student and
fair in other parts of the State to give $370 to a
student fromthe State? | mean, to me, | think
somehow you are blinded to the inadequacy here of the
State forml a.

SECRETARY ZAHORCHAK: Yes, and one of the---

REPRESENTATI VE BARRAR: | think you think
t hat everyone is receiving the same anount of nmoney
under this, and they're not.

SECRETARY ZAHORCHAK: No, | absolutely do
not .

CHAI RMAN EVANS: Excuse me, excuse nme,
excuse me.

SECRETARY ZAHORCHAK: | " m sorry.

CHAI RMAN EVANS: Excuse ne.

Let's play |like school. Time out.

Seriously, one question, one answer.

You are narrowing it down, right?

REPRESENTATI VE BARRAR: Yes. | have one
more to go.

CHAI RMAN EVANS: That's it. One nmore is it.

SECRETARY ZAHORCHAK: WAs that a question
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for m to answer, or just---
REPRESENTATI VE BARRAR: Well, really,
could sit here all day and ask questions on this.
Okay. The Adm nistration, now, the adequacy
gap that is in education right nowis estimated to
be, according to the study, $4.6 billion, okay? Now,

over the 6 years, the Admnistration is commtting to

put in another $2.6 billion into education to bring
us up to and make up for that 4-point. MWhere is the
other $2 billion planning to come fronf?

SECRETARY ZAHORCHAK: From t he context of
t he costing-out study, very clearly there are
mul tiple resources for school funding -- State,
| ocal, and ot her.

The State portion is determ ned by the
amount of the gap and then the aid ratio of a
district, which is that fairness fornula from your
| ast series of questions, and then times equalized
mll. The State formula is based on that. That
gets us to a target number for the State that we
address over a 6-year period that ends up costing
$2.6 billion.

REPRESENTATI VE BARRAR: Ri ght . So the ot her
$2 billion will have to come fromincreased, nore or

| ess, increased property taxes.
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SECRETARY ZAHORCHAK: Well, remenber, you
al so approved gam ng, so you have to think of the big
picture, Representative. So you al so have a gam ng
fund that is going to have a billion dollars to
reduce property taxes every year. We have
efficiencies being created.

So, you know, bringing that home for you, |
think it's a combination of all of those things that
get us to an adequacy nunber in each district.

REPRESENTATI VE BARRAR: That's all | have,
M. Chairman. Thank you

CHAI RMAN EVANS: Thank you very nuch.

Sant oni .

REPRESENTATI VE SANTONI : Thank you, M.

Chai r man.

| have two questions, and hopefully they
will be pretty quick.

M. Secretary, | got a couple of letters

fromnmy | ocal school districts, Antietam and

Muhl enberg in particular in Berks County, and they
are concerned about -- and they were passed

unani mously by the board -- on the supposed

Pennsyl vani a Department of Education's proposed high
school graduation conmpetency assessnents, and could

you respond?
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"' m sure you have heard of the concerns that
school districts have about it. | just wondered if
you could respond to their concerns.

SECRETARY ZAHORCHAK: Well, | understand
change, and you know what? If | were a
superi ntendent and first hearing about the idea that
we are going to |l ook at uniform exans that are
replacing final exams for subjects |ike algebra I1,
woul d be concerned about that, and so there is no
problem with that concern. But we need in
Pennsylvania and in every State a uniform way to say,
| ook, how do we measure the standards that we have
devel oped in our State for subjects |ike mathematics
in a uniformway? How do we know that all of these
i nvestments that we have been tal king about al
afternoon i ndeed are measurable ones in ternms of
student achi evement ?

And com ng out of high school, we know
gat eway subject areas |like mathematics, fundanent al
subjects |ike English, can be measured in a uniform
way that hel ps a school district then create the
coherency in planning for student achi evement for
baseline, again, in disciplines Iike math or science
or social studies or English.

So we are | ooking at, how do we measure in a
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uni form way standards in Pennsylvania for math and
t hose other disciplines? 1t is, | do not think,
anyt hing but pronoting, and eventually | think
everybody will understand that it creates a | ot of
coherence in planning at the local |evel.

REPRESENTATI VE SANTONI : Okay. And ny
second questi on.

Now, you tal ked briefly about cyber charter
schools on a question from Representative Siptroth,
and | know that there is wi de opinion on cyber
charter school s. | mean, on the one side | hear from
superintendents that say it's a serious drain on
t heir budgets, and from the cyber charter school
peopl e, of course, they say it's a great alternative
and then a wonderful opportunity for students that
sometimes get lost in the public school arena.

My question is, the Auditor General, it is
my understanding that the Auditor General's Office
rel eased a report that was concerned about the
current funding situation for our charter and
cyber charter schools. And also there was another
audit done that brought into question some of the
compul sory attendance | aws that maybe sonme of the
cyber charters were not neeting properly, all right?

My question is, first, how does the
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department's budget request ensure that charter
rei moursement by districts does not exceed cost, and
secondly, how does your department's budget request
provide that efforts are going to be made to ensure
t hat cyber charter students are satisfying those
attendance requirenments?

SECRETARY ZAHORCHAK: Well, | think there
has been a I ot of concern from school districts about
cyber charter schools, and we agree on both of those
sides, that they are a viable alternative for some
ki ds and worthy, and at the same time we have to make
sure that they are not provided with money that is in
excess of the true costs and that they are foll ow ng
all the rules for student attendance. And student
performance expectations are the same for the cybers.

So we have worked with menmbers of the
Legi sl ature, and we are supporting the |egislation
that is proposed from Representative Beyer's bill
And Representative Roebuck is, | believe, also
sponsoring a bill that would amend the cyber charter
| egi slation to have a one State-one rate based on the
best perform ng cyber charter schools in the
expenditures that they have. Also, capping the
amount of unrestricted fund bal ances that range in

school districts from8 to 12 percent, the same way
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t hat school di

the number of

stricts do, and considering things like

instructional hours, et cetera, and how

we monitor that, all inside of a bill that we think

does the job.

REPRESENTATI VE SANTONI : Thank you, M.

Secretary, and thank you, M. Chair man.

CHAI RMAN EVANS: True. Representative True.

REPRESENTATI VE TRUE: Thank you, M.

Chai r man.

Good afternoon, M. Secretary.

| real

ly hate to belabor; | do have another

qui ck question to ask. But just in listening to the

guestioni ng of
costing-out st

per haps | got

Representative Ml hattan about the
udy and the formula, it sounded, and

it wong, like you said that the

formula was in the costing-out study, and | didn't

think it was i
to one of the

could you just

n the costing-out study. And | did go
meetings where it was expl ained, so

clarify that?

SECRETARY ZAHORCHAK: Yes, and |I'm sorry for

t he confusi on,

but the fornula that is being used is

not in the costing-out study, but the adequacy

number, the end gane, the target that we will get to

over a 6-year

period, in the costing-out study it

says very clearly this is going to take ti me. It is
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not going to be done in 1 year.

In the costing-out study it said that it is
going to be the equitable distribution, and it's
going to be based on nore current attendance and it
is going to have the factors that we use for
i ncreasing according to size, et cetera, et cetera.

So in merging, nothing out of balance in the
formul a that would say we have done sonmething in the
formula that is not aligned very well with the
costing-out study, ultimately it gets every district

to their adequacy target with State help by the year

2014. It uses that nunber to plan forward.
REPRESENTATI VE TRUE: Okay. | am not
criticizing the formula. | just really would like to

know, who did it? Who put the formula together?
SECRETARY ZAHORCHAK: It is a combination of
my office and folks inside the office, folks like
John Godl ewski and ot hers.
It comes after listening to a | ot of groups
with very di sparate ideas about how to get to a
fornmul a. So |l ots of opportunities for people to be
heard al ong the way, giving ideas. But also in
getting to the work of getting the fornula nmoving,
| don't think there's anything wrong with this

f or mul a.
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REPRESENTATI VE TRUE: No; okay.

Just a clarification.

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE TRUE: Just quickly, 1I'mkind
of asking this on behalf -- | attended a high schoo
| ast Thursday and spoke to two honors gover nment
cl asses, and needless to say, they were really not
happy when they got to ask me questions about having
to be tested additionally after they have to go
t hrough final exans.

And it was really interesting; it was a
really great group, and | felt somewhat inadequate as
to, you know, why basically are you people doing this
to me? is what came across, and the young people in
the room can relate to that.

So | guess, and as soneone that took final

exams and got out and went out into the world, | feel
-- well, | was educated in the city and | got a very
good educati on. | didn't really, you know, have

anything really wonderful to make them feel better.

But | would ask you, you know, you said this
is a good way to measure. Why did the depart ment
decide not to do it statutorily? Why didn't we do
this? Why did you do it?

SECRETARY ZAHORCHAK: Well, assessment is
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i nside of Chapter 4, which is part of the regul atory
process.

REPRESENTATI VE TRUE: Okay.

SECRETARY ZAHORCHAK: So all of the
assessnment issues that come up have always been done
t hrough regul ation, as far as | know. So we just
stuck with the regul atory process.

REPRESENTATI VE TRUE: Okay.

It is going to cost money -- and | guess
"1l just make a final coment, M. Chairman. Thank
you for your indul gence.

Apparently it took $15 mllion to devel op,
if I'"mnot incorrect, three graduation conpetency
assessnments, and | would just politely say on behalf
of those young people | spoke in front of, | would
really like to see a big chunk of that npbney go to
alternative education, because | certainly concur
with Representative Keller on that issue.

Thank you, M. Chairman.

CHAI RMAN EVANS: Thank you.

Ki rkl and.

REPRESENTATI VE KI RKLAND: Thank you, M.
Chai r man.

Thank you, M. Secretary, for being here and

your presentation.
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M . Secretary, you said in your testinony,
you tal ked about successes, that Pennsylvania is
doi ng better than it was doing in 2002. W are doing
much better 6 years later, and | applaud that. I
think we also recognize that there is still a gap
t hat needs to be filled, that achi evement gap.

My question is this to you. The first part
of my question is this: I n your testimny, we are
doi ng better. Can you identify those prograns, or
one or two or maybe three of those prograns that have
hel ped us increase our academ c excellence here in
Pennsyl vani a? And part two of that question is, do
you believe that we need to expand those programs and
i ncrease the funding of such programs?

SECRETARY ZAHORCHAK: | denti fying the
programs, it starts at birth. The nmore we put into
programs |i ke Nurse Fam |y Partnership, Pre-K Counts,
full -day kindergarten, professional devel opment cl ass
size, training for and support for capacity building
for principals and for teachers, superintendents, the
money that we invest in the formula that helps get to
adequacy -- all of those taken together are the cause
of student achi evement.

We know that; it is known across the world.

You can study that anywhere. You will know that
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student achi evement is done by those kinds of
investments in our systems, including the assessnment
systems that we have, because we now can measure, and
when we're measuring, we're finding out that our
students are accel erating.

We have a | ong way to go. Last year, 57,000
-- 45 percent -- of our high school seniors, on the
only standard measurement we have as a State, were
not able to show us they were proficient in reading
and mat hematics at their grade |level. That could be
very, very costly to them for the next 40 years of
their lives if they are not |eaving high school ready
for work or ready for entering their freshman year or
anyt hing across that postsecondary continuum

So we are being applauded, one, for making
increases in our assessnment scores. W are also
bei ng appl auded for closing the achi evement gap,
because nmore kids who are African-American, Latino,
more kids who are disabled, more kids who have
English as a second | anguage, is growi ng by
percent ages faster than any other conparable group.

So, you know, that is something to start to
be proud of. We will not be proud, though, until we
can say 100 percent of our students are there. And

that is the work that we have to do, and we think
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funding it is one thing; doing the right things with
the fund, like the list that | shared with you, is
also the right thing to do.

REPRESENTATI VE KI RKLAND: So do you believe
t hat we need to increase funding and/or expand these
programs throughout the Commonweal th? You know, to
all 501 school districts?

SECRETARY ZAHORCHAK: Conti nue these
programs, expand these prograns, and get to adequate
| evel s per district so that the districts can provide
regardl ess of the circumstance that a student |ives
in -- in terms of the zip code that a student cones
from that is.

REPRESENTATI VE KI RKLAND: Okay.

And t he other question | have, M.

Secretary, on behalf of my coll eague, Representative
Mcl |l vaine Smth, goes along the |lines of the previous
speaker, Representative True.

| see here in the budget where we are
tal king about a $30.3 mllion increase, or a
3-percent increase for special education, with a
cl ear understanding that the special education needs
are great and will probably increase. On the other
hand, we are asking for half that, $15 mllion, to

provide for the graduation conpetency assessnment, the
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t est.

|'mtrying to understand the rationale
behi nd that $15 mllion, half of that, $15 million
for a test, and only $30.3 mllion towards our
speci al education prograns.

SECRETARY ZAHORCHAK: Well, et me tell you
this: When we fund special education, we | ook toward
t he Federal governnment to support that and we push on
t he Federal governnment. We also use State funds, and
we al so use basic education funds, and we al so use
t hose funds that are those birth to school -age
programs to help us with children with disabilities
-- so all funds combi ned.

We are more than wanting to have a | arger
conversation about the cost of special education.

You have been interested, and we are interested in
doi ng that, too, going forward.

But again, when you think collectively the
ki nd of money we are spending in schools -- you know,
basi ¢ education, if you would say it is nore than
$20 billion collectively -- a very, very small
percent of that goes into measurements. That is |ess
than a tenth of a percent, probably, all total, that
will go into measurements of our students' success,

and measurenment is a huge part. If we are getting
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students to performwell in mathematics or English
and readi ng, we have to be able to measure.

REPRESENTATI VE KI RKLAND: Thank you, M.
Secretary.

And, M. Chairman, just a coment -- two
gqui ck coments.

One, | appl aud and appreciate the efforts of
this Adm nistration and yourself and others for ny
district's sake, because we have been neglected far
too long, Adm nistration after Adm nistration after
Adm nistration. This Adm nistration has saw the
needs for funding and greater education in my
district, my school district, so we applaud that.

And | also want to comment on the graduation
conmpetency assessnment test. To my coll eague,
Representative True, you probably can tell the
students that this is a replacement for corporal
puni shment .

Thank you, M. Secretary.

SECRETARY ZAHORCHAK: | nt eresting.

CHAI RMAN EVANS: Petri.

REPRESENTATI VE PETRI : Thank you, M.
Chai r man.

Thank you, M. Secretary, for your

testi nony.
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You know, | got to say, the nmore you talk
about this new fornmula, the nore questions | have, so
' mgoing to try and ask very directed questions, and
so that | don't get in trouble with the Chairman, I
woul d ask that you try and answer as very directly as
wel | .

You responded to Representative True, and |
wr ot e down what you said, so if |I got it wrong, tell
me. You said you stopped with the regul atory process
in reviewing this fornmula that you are presenting.
Did you even start with the regul atory process,
because to nmy know edge, we've had no hearings. This
is the first time this thing has been rolled out.

SECRETARY ZAHORCHAK: When she asked about
the regul atory process, she was referring to the
graduat e conpetency assessnments.

REPRESENTATI VE PETRI : Well, that's not how
| understood it, but we will |eave the record speak
for itself.

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE PETRI : This year's
educational index, as | understand it, is 4.4 percent
roughly?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE PETRI: And that is the
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number that we anticipate the rate of inflation to be
for school districts. s that correct?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE PETRI : Well, let's, since
you have been touting this formula as delivering
property tax relief, let's talk about how it inpacts
Pennsyl vani ans with property taxes.

Have you cal cul ated how many school s
receive the m ni mum anount under your fornula of
1 1/2 percent?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE PETRI : And how many school s
are they?

SECRETARY ZAHORCHAK: There are 101
di stricts out of 500.

REPRESENTATI VE PETRI : That is what |
cal cul ated, too. So one-fifth of the school
districts receive the m ni mum amount .

Have you cal cul ated how many school
districts get less than 4 percent?

SECRETARY ZAHORCHAK: We coul d do that.

REPRESENTATI VE PETRI : | have done it. |t
is 329, or two-thirds. So two-thirds of the school
districts are going to receive |less than what you

anticipate the rate of inflation for education to be.
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So my question would be, who is going to, in
t hose districts, in those two-thirds or 329
districts, who is doing to pay the difference that is
likely to be the cost of education in those
districts?

SECRETARY ZAHORCHAK: Well, remember this:
This costing-out study that you asked for asked us,
one, to get to an adequate number; and two, we based
funding in Pennsylvania for a long time, and this
formul a does that, on the wealth of the district and
their efforts. So this continues to do that.

REPRESENTATI VE PETRI : Okay. So the answer
to that is the taxpayers locally, | assune. It is
going to have to come fromthe | ocal share to make up
the difference, or the school district is going to
have to cut prograns. Isn't it that sinple?

SECRETARY ZAHORCHAK: No.

REPRESENTATI VE PETRI : Okay.

SECRETARY ZAHORCHAK: You al so have to think
of it in terms of raising funds for districts that
are maki ng good effort and are more chal |l enged
districts, first. You al so have to think of it in
terms of the 6-year context. And |I think you have to
then parallel it with all of the things that are

going on to reduce property taxes, including, nost




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

85

conspi cuously, releasing almost a billion dollars
this year to help local districts reduce their
property taxes.

And, you know, when you think about that,
there are sonme districts that are going to get $500
and $600 per resident, an average of $185. The nost
chal l enged high-tax districts are going to see that
kind of relief in their property taxes.

In addition to that, and | have said it
multiple times this afternoon, you are going to see a
| ot of efficiency caused when we do things |ike
shared health care, or when we do commonsense
approaches, or when we consolidate or nmerge. So we
are pushing at becom ng more and nore efficient while
increasing the revenues that are comng fromthe
St ate.

REPRESENTATI VE PETRI : M. Secretary, let's
talk a little bit, since you brought up the high-tax
effort, according to your chart, 103 school districts
out of 501 are using some sort of adequacy in
obtaining |ocal revenues or |ocal share to fund
education. Wouldn't that mean that the opposite is
true, that four-fifths of the school districts are
really not paying their fair share |locally?

| mean, that's the assunption | reach from
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your chart. If we are rewarding school districts

t hat have high local tax effort and you tell nme there
are only 103, that must nean that there are a | ot of
school districts that don't have | ocal effort or
sufficient, according to the Departnment of Education.

SECRETARY ZAHORCHAK: | woul d di sagree,
because that kind of thinking is still thinking
wi t hout changi ng thinking about one year at a time,
one year at a time tax systens. This is a
costing-out study that gets everyone to adequacy over
6 years.

REPRESENTATI VE PETRI : Well, if that's the
case, where is the chart for the second year, the
third year, or the fourth year? Because | don't have
t hem

Let me nove on to some nmore questions.

SECRETARY ZAHORCHAK: And- - -

REPRESENTATI VE PETRI : How does the
departnment cal cul ate a market value? Because as |
understand the way the departnment has al ways done
your calculations with regard to | ocal effort, it is
earned income taxes and | ocal taxes conpared agai nst
fair market val ue. So where do you get your numbers
t hat determ ne what the fair market value of various

properties is throughout the Conmmonweal t h?
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SECRETARY ZAHORCHAK: Wk get it fromthe
State Tax Equalization Board.

REPRESENTATI VE PETRI : Ri ght .

And this fornmula depends heavily on that, as
have ot her fornulas, so that, for instance, just take
Bucks County, only two schools in Bucks County have
any kind of high local tax effort.

What we are saying is that despite the fact
t hat nost schools in Bucks County get |ess than 20
percent, and many of them get |l ess than 15 cents on
the dollar, they don't have a high-tax effort. Can
you explain that to our taxpayers, because they
really don't understand it.

SECRETARY ZAHORCHAK: Yes. It is
interesting in some places in Pennsylvania that,
because of the wealth of the community -- personal
income, property values -- they are able to spend
$20, 000 or more per student, while, you know, across
t he road al most, other districts can only spend
$7,000 or $8,000 per student.

There are inequities when you think about it
t hrough the filter of wealth and need and ability to
pay and willingness to pay.

REPRESENTATI VE PETRI : But my question,

t hough -- | don't think you answered it; in fact, |
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know you didn't answer it --
how in the world,
| ess than 15 cents per
not having a high | ocal
SECRETARY ZAHORCHAK:
REPRESENTATI VE PETRI :
t hat . | f 85 percent
i ndi vi dual, either
property tax,
hi gh-tax-effort district?
SECRETARY ZAHORCHAK:
of
a | ot of

of money because of

community.

| could give you exanpl es just

every region where districts are able to,

little effort,

$15, 000, $16,000 per student,

t he | owest
t heir neighbors.

So | do not think it
85/ 15 exanple with respect

REPRESENTATI VE PETRI :
continue to disagree,

| refuse to accept, M.

when a schoo

dol | ar,

how can t hey not

exanmpl es where very little effort

t he weal t h of

asked the question,
district is getting

can you consider them

tax effort?

can- - -

| can't understand

is comng fromthe | oca

t hrough an earned income tax or a

be in a

can give you a | ot
produces a heck

the

about in

with very

produce enough funds to have t hat

and they have sone of

m || age rates when conpared to all

of

is as simple as the

to your

as we have in past

Chai r man,

guesti on.
Well, | guess we will
years. And
t he argunment t hat
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school districts where the bulk of the noney is
comng fromthe | ocal efforts, that they are not
maki ng a high-tax local effort, and |I think this
formula continues to disregard that. In fact, it
makes it even worse.

The | ast questi on: Where in the new
proposed fornmula does the Department of Education
consi der how nmuch money is actually being contributed
locally? | know that you conpare it through aid
rati os, but where does the school district actually
get credit for the real dollars they are spending to
educate their students?

SECRETARY ZAHORCHAK: It is the aid ratio
tax effort, and |I don't know any other way to
descri be that for you.

REPRESENTATI VE PETRI : But the actual
doll ars that they are putting in, in the case of ny
school districts, the 85 percent, where do they get
credit for that 85-percent contribution and relieving
the State of its obligation of 50 percent or nore?

SECRETARY ZAHORCHAK: Well, when we | ook at
the gap, we multiply aid ratio, and then we multiply
their effort. So some districts may not get credit
in your definition of that word because they have

either a low effort or a great wealth.
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REPRESENTATI VE PETRI : Thank you, M.
Chai r man. | have no further questions.

CHAlI RMAN EVANS: Jake Wheatl ey.

REPRESENTATI VE WHEATLEY: Thank you, M.
Chai r man.

Good afternoon, M. Secretary.

| know it has been a | ong hearing for you,
but as you are quite aware, you are heading a very
i mportant department in this Commonweal th and for the
future of this Comonwealth, so | am sure you were
prepared for this type of questioning and
conversati on.

"' m not going to spend a |lot of time on the
costing-out study, because | think we have beat that
to death here already, but | don't want to | ose sight
and | don't want the people at home and | don't want
t he people here to | eave here with the |last things on
t he costing-out study as being about noney, because
al t hough we did as a group of individuals want to
find out what was the cost to get every one of our
children in this Commonwealth to proficiency on our
State assessments, it is ultimately about making sure
every child, no matter where they live, regardl ess of
t he geography that they happen to be in, get the same

opportunities to advance and be productive citizens.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

91

So al though we are focusing then on the
money and where the nmoney comes from it alnost feels
li ke a who-done-it and what for? Let us not forget
why we are enbarking upon this very historic idea
t hat every child, regardless of where they Ilive,
regardl ess of their abilities or their parents’
abilities to afford it, have the opportunity to
succeed in life. That is the purpose.

And so if a dollar in one place buys you a
quality education, it should not be at the expense of
anot her place that that dollar barely gets themto
adequacy. It should not be at the expense and vice
versa. It is not. We want to make sure every child
in this Commonweal th has what they need to succeed.

So just briefly, go back over the purpose
and what we are trying to accomplish with the
costing-out study.

SECRETARY ZAHORCHAK: Well, | think you said
it very eloquently, Representative Wheatl ey, when you
said it is about 2014 and it is about every child,
regardl ess of where that child comes from Bei ng
prepared to | eave our high schools assured that they
are ready for work or they are ready for their
freshman year of college, the definition is the sane.

But that is the purpose of investing in education,
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and the returns on those investnments are enornous.

For that individual child, the return on that
investment is enormous for this cost to the
Comonweal th when you think we are not going to have
to remedi ate so many kids in our conmmunity coll eges,
our colleges. W are not going to have to overl oad

t he dependency system because people are inadequately
prepared, or we are not going to have to continue to
spend nore and nmore money on our incarceration and
corrections systens.

So that is the purpose, and |I think you said
it extraordinarily well.

REPRESENTATI VE WHEATLEY: Thank you.

And I'"m going to do a little plug, and I'm
not going to ask questions around the achi evement gap
i ssue, because we are having a subcomm ttee hearing
on that this Friday, and we woul d encourage menbers
to attend that.

And | know that you can't be there, but I
beli eve that you have a representative from your
office who will talk about your initiatives, and we
will get more into what you have been able to do to
cl ose down the gaps.

But I do want to ask the question, and I

asked this of the State-relateds, | asked this of the
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State-owned, | asked this of the one independent that
was before this commttee: If we were to envision a
system from birth to death of educating our citizens,
how woul d we do such a system and what is the
interplay -- and I"'mprimarily speaking about the
departnment, because right now, you are charged with
most of that tax. How woul d we create a pre-K

t hrough death, basically, system and what would we
have to do to invest in that? And do you have any
estimates on what it may cost to do it?

SECRETARY ZAHORCHAK: Well, | can tell you
this: Wthout the estimtes, that it is exactly
where we think we need to head, and when we are
pl anning for information systems, we are thinking
t hat way. \When we are planning for what is the
difference or what is the connect between freshman
year/ wor kpl ace and that senior year of high school,
when we plan for that experience in |earning or dual
enrol Il ment, we are thinking in that way. So it is
the direction that we are headi ng.

If you want to call that pre-K to Ph.D. or
birth to death, we need to plan that way. W need to
make sure regul ati ons support that. Our Offices of
Hi gher Ed and El ementary Educati on and our early

chil dhood offices are planning constantly together
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with that kind of |inear approach.

So there will be expenditures |ike for
buil ding an informati on systemthat is able to
i nteroperate between those |evels or among those
| evel s, as one exanple, but | wouldn't be able to
tell you today the cost of doing that in total.

But it is the right line of thinking, it is
where we are heading, and it is why we are, | think,
wor king so well with dual enroll ment, working so well
with your transfer and articulation to make sure that
hori zontally we work well together, too, across the
hi gher ed systems or across our basic ed systems when
we tal k about GCAs. Those kinds of things make us
hori zontal, and the planning that you say, again,
gives us---

REPRESENTATI VE WHEATLEY: | want to put
another little plug in to the Chairman. Maybe he is
willing to work with the Chairman of Education to do
some work with the department around what are the
requi red mechani snms, and how can we institutionalize
a system of birth to death and what it means as it
relates to every wear we come back to this budget
table and we start to place nunbers around exactly
what our goals are and how we are trying to get

t here, because today, it seens as if it is not a
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clear picture to nme, being on this commttee for now
5, 6 years, hearing that clear, coordinated effort of
what this investment will get us ultimtely.

And then finally, these three final

guestions, and you may not be able to get to them

all, and I"'mcertainly willing to get it back in
writing. | see the Chairman is ready to pull me.
One, | want to know exactly what is being

done for the financially, those districts that are
either financially or academcally on the |ist of
di stressed or close to being taken over by the State
or are in those situations. What are we doing
specifically for then? W know those districts, we
know who they are, but what are we doing to move them
fromtheir positions to be able to be
sel f-sufficient, either financially or academ cally?

And | say this in the context of what
happened with the Duguesne School District, but in
the west, we know we have at | east nine other ones
that are close to being simlar to Duquesne and have
been there for years.

So you don't have to respond now, it may be
in writing.

The second is this whole idea around your

responsibility with the higher educati onal
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institutions. | would |ove to know what you think
your capacity is to nmonitor and to really drive an
agenda that we all can agree to around what are the
pur poses of higher education and how t hey all
interrelate. So | would |ove to understand that
whol e role, and if you think you have the capacity to
really nmonitor the higher ed institutions the way

t hat we are requesting of you.

And then third is related to that. | know
that the | ast several years, maybe there have been
cuts in the budget, not just under this
Adm ni stration but prior Adm nistrations around the
Depart ment of Educati on. | really want to know from
you if you think you have the capacity to neet all of
t he mandates that we have placed on you, nmeaning
staffing, technol ogy, all the required resources to
really do what you need to do under your department.

And so with those three questions, M.
Chairman, | will appreciate any response you have in
writing, and thank you, M. Secretary, for your tinme.

SECRETARY ZAHORCHAK: Thanks very much.

CHAI RMAN EVANS: Scavel | o.

REPRESENTATI VE SCAVELLO: Thank you, M.
Chai r man.

Good afternoon, M. Secretary.
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SECRETARY ZAHORCHAK: Good afternoon,
Represent ati ve.

REPRESENTATI VE SCAVELLO: Before | start ny
line of questioning, | just want to go back to a
guestion that was asked earlier by Representative
Mller, and it had to do with the fornula used and
deriving the formula with the Phil adel phia schools.

Now, equalized mlls has been used for
Phi | adel phia for years. Am | correct? 1In the
formul a.

SECRETARY ZAHORCHAK: Correct; yes.
REPRESENTATI VE SCAVELLO: So what is
different now with the cost-out study that wasn't in
pl ace then? Or is there anything different at all?

SECRETARY ZAHORCHAK: Well, we just think
it's a value of mnd. When the school district isn't
able to control the revenues through taxes locally
because they have to depend on the nmunicipality, it
is a fairness question.

And al so quite transparently, everybody gets
to the same adequacy nunber in 6 years.

REPRESENTATI VE SCAVELLO: Yeah.

SECRETARY ZAHORCHAK: Knowi ng t he context of
t hese, what | called them before, these 70 districts

t hat make up the one district financially, | think it
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is the prudent thing to do. So that is very, very
open to you.

REPRESENTATI VE SCAVELLO: | just want you to
remenmber what you said there, because that is going
to come back | ater.

Now, you had said that the school districts,
t he muni ci pal equalized mllage is already in | aw.
Am | correct?

SECRETARY ZAHORCHAK: Correct.

REPRESENTATI VE SCAVELLO: | |1 ooked, and I
didn't see it, sir. As a matter of fact, there is a
piece of legislation that it is being listed in, and
the legislation is legislation that was supported by
-- let's see here. It is witten | egislation
actually by Senator Mell ow and Representative
DeWeese, and the act, |I'm | ooking at page 5 of that
where it has, "The equalized m |l age used for a
school district of the first class shall be the
school district's municipal equalized mllage." So
we are going to probably have to pass legislation in
order for that to occur.

MR. GODLEWSKI: W thin the School Code right
now, there is a section 2501(9.4) that provides a
definition for municipal equalized mlls. It is that

definition that was used to do the calculations as it
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relates to the Phil adel phia School District.

REPRESENTATI VE SCAVELLO: And that is just
for the Phil adel phia School District?

MR. GODLEWSKI : | believe it is any
districts of class 1, 2, or 3.

REPRESENTATI VE SCAVELLO: But you just used
it for the Philadel phia in your formula for the cost
out. Am | correct? Or was it used in the others as
well? Was it used in 2 and 3?

MR. GODLEWSKI : It was | ooked at -- all the
districts that were eligible under that particular
cal cul ation were | ooked at, and in terms of there is
such a disparity between Phil adel phia's percentage
and any other school district using that particul ar
cal cul ati on.

REPRESENTATI VE SCAVELLO: Okay.

My questions fromthis point on are going to
be really to deal with fast-growi ng school districts,
and | notice that the Chairman invited five
superi ntendents here from various school districts.
Are any here from fast-growi ng school districts? Are
we represented? No.

DR. ANGELLO: We went through a period of
time of being fast grow ng---

CHAlI RMAN EVANS: Excuse me a second. You
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have to-

Pl ease?

REPRESENTATI VE SCAVELLO: Wbould you m nd?

CHAI RMAN EVANS: ---announce yourself.

You may sit up here in the seat. You can

announce your name, who you are. Yes; why don't you

come up.

SECRETARY ZAHORCHAK: This is Karen Angell o,

superi ntendent of the Allentown School District.
REPRESENTATI VE SCAVELLO: Oh; | don't think
we've met. Hi , Karen.

of time

doubl ed

DR. ANGELLO: Yes; we went through a period
from 2002 up to about 2 years ago where we

-- | mean, we actually increased by 2,000

students. So we went through a rapid growth period

t hen.
because
district
has j ust
t hat .
much.

REPRESENTATI VE SCAVELLO: Okay. You know,
' m going to be tal king about a school

that in 1990 had 4,000 students and today
shy of 12, 000.

CHAI RMAN EVANS: Karen, thank you for saying

REPRESENTATI VE SCAVELLO: Thank you very

M. Secretary, you were at a neeting that
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t he Governor had on the budget in Monroe County where
he praised me to no end and tal ked about ny being a
person of integrity and all, and there was a question
asked at that meeting about funding for our school
districts. And you approached me at the end and said
t hat you were going to cone and see nme, because we
had a problem with the description of wealth. Do you
recall that meeting?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE SCAVELLO: Are we still going
to have that neeting?

SECRETARY ZAHORCHAK: Yes. | al so asked ny
staff, which has been followi ng up and talking with
members of your staff, about the particulars of this
fundi ng forml a. So I'"'m more than happy to---

REPRESENTATI VE SCAVELLO: | think you m ght
have the wrong Mari o. It could have been
Representative Civera, because no one on my staff has
been contacted.

SECRETARY ZAHORCHAK: Well, absolutely nore
t han interested.

We, 2 weeks ago | think it was, were in your
district, and between that time and now, | and you
have not determ ned a date certain. But 14 days

isn't a long time, but | would be happy to meet with




102

you.
REPRESENTATI VE SCAVELLO: Okay.
Let us go back to this. You mentioned
property tax quite a bit, and | need to, like |I said

earlier, 4,000 students in 1990. W had the
hol d- harm ess |l egislation in '91 based off of that
1990 census.

SECRETARY ZAHORCHAK: Ri ght .

REPRESENTATI VE SCAVELLO: And here we are,
at alnmost 12,000. You had stated at that neeting
that | had a rich school district, and today | think
you changed that a little bit, especially after
| ooki ng at al most 5,000 students are on free and
reduced lunch in that school district, the Pocono
Mount ai n School District.

The Governor, even in his first speech to
t he General Assenbly, mentioned the Pocono Mountain
School District on the effects that it has had
because of that hold harm ess. In his first speech,
spoke about that school district and the hurt that
was on the citizens in that school district.

| 1l ook at the study, and, you know, |
compare, |I'mjust going to conmpare one school
district -- |I'mnot going to mention any nanes --

1, 341 students; 482 on reduced lunch; your basic
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education funding for this com ng year will be
$8, 144, 000. Pocono Mountain School District, 11,008
is the nunber you are using; 4,938 students on
reduced school lunches; $18,941, 000. There is
somet hing wrong. There is something wrong. | have
got folks in nmy district, you know, foreclosures
gal ore, and the property taxes, because unfortunately
the only way they can go is the property taxes
because we are not helping them fromthe State.
SECRETARY ZAHORCHAK: Well, | think,
Representative, in the Pocono area, remenber, there
are five high-growth districts that are also
hi gh- need districts that will share $5.5 mllion this
year.
REPRESENTATI VE SCAVELLO: Now, | used, by
t he way, part of that number was used in ny nunber.
SECRETARY ZAHORCHAK: And it has to be,
because this is a predictable formula, and it is
based on the costing-out study's number, and it gets
to adequacy. And it is also based, because of the
costing-out study's recommendation, on the wealth of
the district and their tax burden as it exists.
What is mssing, and | don't know precisely
on each of the 501 districts, but you would al so have

to tal k about the growth of the nunmber of houses
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being built in the district and the new taxes that
are generated from those houses, and the conbi nation
of local resources that come to the district in
response to a | ot of new people, a |ot of new

enpl oyees, et cetera, that get taxed and pay that
back to the school district through those taxes.

REPRESENTATI VE SCAVELLO: Yeah.

SECRETARY ZAHORCHAK: So if indeed there are
school districts that are growing rapidly, we are
going to be addressing those districts when they are
hi gh need, high tax. So aid ratio is one, and we
have to know that aid ratio; and two, the equalized
mills. But the nice thing is, permanently embedded
is the attendance and the 5-year averaging that is
done.

REPRESENTATI VE SCAVELLO: But, M.

Secretary, unless that hold harm ess finds a hole
somewhere that we can get rid of it, unless you
front-end this, you take that $291 mllion and
address the equity issue, address the equity issue,
take care of those school districts that have been
growi ng since 1991 and short fund it and help those
school districts survive.

| have got -- you know, you say that we

continue to build houses. Well, |I'"mgoing to tel
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you, the property taxes, since 2005 to today, the
year we adopted gam ng, have been going up between
$200 and $300 a year. Just think about your school
districts out there. Your property tax is going up
bet ween $200 and $300 a year. So | 'm going to use
the $250 number -- we'll go right in the mddle --
for 2005, 2006, and 2007, $750, okay?

Now, you just nmentioned that property tax
reform has arrived. We have $854 mllion -- is that
t he nunmber that you quoted, sir? Let's say | get
$300, $400 fromthat formula, | didn't even get back
to 2005. But what worries me nore than anything
el se, we are not going to have $854 mllion next
year. The Phil adel phia ones aren't open yet; the
hotels aren't open yet. We're not going to have $850
mllion next year. If we have it, we'll have it this
year because of the dollars that were paid up front
for those gamng |licenses.

So now, next year | m ght get $100, but
meanwhi | e, the property taxes again will go up about
$250, and it is not going to end unless we correct
this formula.

| want you to put yourself in the place of a
superintendent in a school that is growi ng, where you

m ght have picked up a thousand new kids in 1 year,
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and your net gain m ght have been 500 -- 1,000 in the
Pocono Mountain School District in 1 year with a net
gain of 500 -- 500 | eave, okay?

Now | ' m going to talk about my favorite
subject, and I can't believe that nobody here has
mentioned No Child Left Behind, because | got to tell
you, the Federal legislation isn't that bad; it's the
way we adopted it here in PA.

For exanple, if a student is in your school
on June 30, the Federal mandate says he is yours.
When you test in March, he is yours. I f the student
wal ks in in September, October, November, Decenber,
we test in March; he is ours. That is how we are
| ooking at it.

We are forcing these grow ng school
districts, we are forcing themto teach kids to take
a test and we are not teaching kids history, we are
not teaching kids properly in the faster grow ng
school districts. When are we going to realize that?
Bring the date back to June 30, give them sone type
of hel p. This way, at |east they know that that
student has been in the school for at |east -- they
had him part of the prior year.

And | know you keep telling me a date,

whenever. We have had this discussion before, but
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this is an inportant piece of hel ping these school
districts.

CHAI RMAN EVANS: | don't think there was a
guestion in that.

REPRESENTATI VE SCAVELLO: No, there was.
said when? When are we going to, you know.

CHAI RMAN EVANS: Do what exactly?

REPRESENTATI VE SCAVELLO: Move the date back
to June 30 to help those growi ng school districts.

That is the Federal government. The Federal
nunmber is June 30. Why did we adopt the date we
adopted? |If we conplain about the Federal mandates,
why not adopt -- | can go into others. Li ke, for
exampl e, anot her- - -

CHAI RMAN EVANS: Okay. Let's be specific on
t hat question. What are you asking?

SECRETARY ZAHORCHAK: Our value is that a
student deserves to be counted and all students
deserve to be counted.

REPRESENTATI VE SCAVELLO: And | agree with
you, Sir.

SECRETARY ZAHORCHAK: And if we are com ng
across uniform standards where we are asking kids to
| earn to read and to do math and we have an

assessment for that, we should be able to count
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students, all students, as best possible. And we do
realize there is a cutoff time when we say you shoul d
not have to count that student because he arrives
| at e.

REPRESENTATI VE SCAVELLO: | agree with you
whol eheartedly, but you are m ssing the point.

If the student just wal ks into a school
district from New York, wal ks into our school
district and he is there a nmonth, and we are testing
himin March, we are holding that school accountable
for that student's grades. Wuld you think that is
fair? Especially when you have a school district
t hat picks up a thousand new ki ds. How do we address
t hat ?

At |east if you went back to June 30, |I'm
not saying that the child -- help these schools so
that they can take more time and teach students, not

just teach themto take a test.

SECRETARY ZAHORCHAK: Well, some students
will come into a school, you know, they conme in at
various | evels. | can only say to you that we want

to count all kids all the time.
REPRESENTATI VE SCAVELLO: I f you were the
superintendent in that school, you would be speaking

like I amright now.
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SECRETARY ZAHORCHAK: Well - - -

REPRESENTATI VE SCAVELLO: You woul d be.

SECRETARY ZAHORCHAK: Well, | also know what
t he percentages are, and we are not tal king about
100 percent of the kids to get to the targets under
our accountability system We are tal king about not
| eaving that child out that arrives a nmonth | ate,
but we are also saying that you don't have to have
100 percent today.

CHAI RMAN EVANS: Representative Scavell 0?

REPRESENTATI VE SCAVELLO: Yes, sir?

CHAI RMAN EVANS: | want to thank you.

REPRESENTATI VE SCAVELLO: No; | just have
one | ast question.

CHAI RMAN EVANS: One question. One specific
gquesti on.

REPRESENTATI VE SCAVELLO: Just two | ast
guesti ons.

CHAI RMAN EVANS: No, one question; one
gquesti on.

REPRESENTATI VE SCAVELLO: You know- - -

CHAI RMAN EVANS: No comment before the
guestion; one particul ar question.

REPRESENTATI VE SCAVELLO: Well, it has to do

again with the cost-out study.
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Debt service. You' ve got some schoo
districts out there with 50- and 60-percent debt
service. East Stroudsburg School District is one of
t hem

In the cost-out study, have we taken that
into -- at somewhere, can you show me where that is?
Because that is a huge piece in the growi ng school
districts.

SECRETARY ZAHORCHAK: Okay. Debt service
not included, but it is interesting that you use
East Stroudsburg, because they are one of the -- you
know, 10 years ago, East Stroudsburg had a bel ow
average tax burden. Now it is one of the highest tax
burdens, and under the property tax reduction, they
are going to receive about $500 per person. It is an
interesting district.

REPRESENTATI VE SCAVELLO: Okay. But agai n,
that is just this year. What happens next year?

CHAI RMAN EVANS: M. Scavell o.

REPRESENTATI VE SCAVELLO: But let me just go
back to this.

CHAI RMAN EVANS: M. Scavell o---

REPRESENTATI VE SCAVELLO: Pl ease, one | ast
gquestion, sir.

CHAI RMAN EVANS: This is absolutely it.
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REPRESENTATI VE SCAVELLO: This is important.

CHAI RMAN EVANS: This is it. | will cut you
off if you abuse it.

REPRESENTATI VE SCAVELLO: Okay.

You use a geographical price adjustnment,
okay? And in that geographical price adjustment, you
have the four districts in Monroe County at zero,
okay? Zero. And | guess in this formula you | ook at
what the rents are within those areas? Does that---

SECRETARY ZAHORCHAK: The costing-out study

itself---

REPRESENTATI VE SCAVELLO: Okay.

SECRETARY ZAHORCHAK: From the costing-out
study, we have the cost-of-living county by county

t hat they have used.

REPRESENTATI VE SCAVELLO: Ri ght .

SECRETARY ZAHORCHAK: What is underneath
that, we can find out for you---

CHAI RMAN EVANS: Thank you.

REPRESENTATI VE SCAVELLO: No, no. M.
Chai r man- - -

CHAI RMAN EVANS: M. Scavell o, no; come on.

REPRESENTATI VE SCAVELLO: But | just have to
get--- One last point, sir?

CHAI RMAN EVANS: No, M. Scavell o. No: now
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you are pushing it. You are pushing it.

REPRESENTATI VE SCAVELLO: This is unfair
here.

CHAlI RMAN EVANS: You are pushing it.

SECRETARY ZAHORCHAK: Well, Representative,
| am happy to follow up---

CHAI RMAN EVANS: What did | say, M.
Secretary?

SECRETARY ZAHORCHAK: Oh, I"msorry, with
all respect to the chair

CHAI RMAN EVANS: Thank you.

Representative Bryan Lentz.

REPRESENTATI VE LENTZ: Thank you, M.
Chai r man.

| want to start off on a positive note, if |
coul d.

And | want to compliment the students. | am

amazed at how well the students have been behavi ng

t oday. It is very hot in this room and the
guestions are sonetines | ong. | hope you guys are
| earni ng something -- probably daydream ng, too, but

we appreciate you hanging in there.
M. Secretary, good afternoon.
| have in my district, my |egislative

district touches on about seven school districts, so
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as you can imagine, the reaction to the costing-out
study has been vari ed.

SECRETARY ZAHORCHAK: Sur e.

REPRESENTATI VE LENTZ: And | guess sort of
t he general pattern that emerges is that those school
districts that were rated as spendi ng adequate
amounts on their students don't |ike the costing-out
study fornmul a because they are not doing very well,
and the increase in those schools that were rated as

needing a | ot of additional investment, students did

better, if that is sort of a sinplistic way of
putting it.
But | know with any study, when you get into

t he basis or, you know, as you just mentioned, some
factual basis, we can sort of get under the
assumptions that were made and maybe tweak it. And |
hope that that is a process we are beginning here,
because |'m sure you are getting some of the same
feedback from school districts that do not think that
t he proposal is adequate or accurate for their
district.

But | know you nmentioned the reputation of
the firmthat did this study, and | know they got
their reputation by doing this study other places. I

i mgi ne there are States that are further along this
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process than we are and encountered some of the exact
same issues that we are encountering.

| wonder if you could talk for a monment
about some of those States, where they have succeeded
and where they haven't succeeded and how they relate
to what we are trying to do here with a 6-year plan
in a sort of the macro sense and maybe give sone
exampl es.

SECRETARY ZAHORCHAK: Well, | would say this
generally about the States that have funding fornul as
t hat are based on student achievement as the end
goal .

When you find out the adequacy number and
you declare that there is a fair and fixed formula
that will be used to get communities money fromthe
State, and the State is increasing the amount of its
share, will do quite well

So I"'mconfident that if we use the fornula
and we keep in mnd that the study's results for the
adequacy nunber was based on getting all kids to
100 percent, or 100 percent of the kids to readi ness,
we have what the best of the best funding fornul as
woul d come to.

But if we continue to go backwards and say,

now |l et's get back to normal practice of everybody
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gets an increase, and we bring down those who are
struggling nmost and do it without that kind of care,
but we do it with only the typical response, and |
can't blame folks for doing that, but | do think on
t he other hand, this would take it out of, a | ot of
this out of your needs to attend to so specifically
t hat everybody wi ns kind of thing. Because it is,
again, a formula that we know is the dream fornmul a
fromall, anybody's, any superintendent's school

financi ng background.

We'll tell you, look, if you are going to do
a statewide formula -- fair, predictable, equitable,
you know, knows an adequate target -- we have all of

that built in now, the first time in history. But we
are going to see, | think, regression, you know, from
the response to it saying, no, we want to get back to
somet hing different.

| don't want to |lead there and |I don't want
to suggest that we should go there, because we are
really doing this fornula, one, as Representative
Wheat | ey said, you know, to bring kids to readiness.

REPRESENTATI VE LENTZ: Thank you, sir.

CHAI RMAN EVANS: Representati ve Reichl ey.

REPRESENTATI VE REI CHLEY: Thank you, M.

Chai r man.
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There m ght be some pieces of the skeleton

out of the horse we haven't beaten to death yet in

the last 2 hours, but |I'm not sure. But let me try
to get to some other areas, and maybe we'll circle
back to that. We'Ill see.

My first question is, | think Representative

Keller started off by asking about the cuts to the
alternative education program and | have to echo his
concerns, not necessarily in that program which I
woul d agree with him but on New Choi ces/ New Opti ons,
a program which assists women getting back into the
wor kf orce who have either, because of a variety of
factors, have not been able to continue with their
education, and once again the Adm nistration cuts

t hat program-- $2 1/2 mllion. Are you saying that
you don't value women getting back into the
wor kf orce, not getting an education? What are you
trying to say with that? For |ike the fourth year in
a row now, you have cut that.

SECRETARY ZAHORCHAK: Well, with all due
respect, because | said it, Secretaries 10 years ago
said it, when you have these denonstration grants,

t he budget practice is that they always go back to
zero and you begin fromthere. So every

demonstration grant throughout the budgets across
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governnment, the demonstration grants go back to zero.

So it is not a matter of val uing or
deval uing anything; it's a matter of practice of
budgeting. And you know the practice, obviously, as
well or better than | do, but we start at zero for
denonstration grants.

REPRESENTATI VE REI CHLEY: Well, what | do
know is that in |l ooking at the sheet for all the |line
items in the budget within your department, what is
noti ceable is that the Governor cuts every one of
them that the Legislature has advocated for, both
Republ i cans and Denocrats, but then he preserves his
own programs. That's the truth of how he gets to
comng to a bal anced budget.

So let's not m nce words here. It is not
about valuing certain programs or applying the
age-old practice of how to zero out grant prograns.
You cut the money for New Choi ces/ New Options, you
cut it for alternative education denonstration
grants, all the while trying to say you are doing a

great job of balancing the budget.

The question | have next, it is not
necessarily Classrooms--- Oh; "Science: It's
El ementary.” |I'm sorry; "Science: It's Elementary."”

As |'minformed, you used a requirement that
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the school
Asset curri

correct?

districts use sonmething called the

culum wi thin that progran? |Is that

SECRETARY ZAHORCHAK: Asset is a nonprofit

organi zation partnered with the Bayer Corporation,

partnered with, years ago, about 45 school districts

in sout hwestern Pennsylvania. Together, they have a

resource-sharing, professional devel opment science

initiative

t hat has been proven by international

compari sons. When students from those schoo

districts got into international tests on science and

entered as

if they were a country, they did as well

as any country in the worl d.

Now, typically, as you know, America and

Pennsyl vani

a, when it comes to science, we are in the

bottom parts of international conparison. W |ooked

for and found a way to do professional devel opment

for teachers, to increase elementary staff's capacity

by the resources, buildings capacity by the

prof essional development, and ultimately the efficacy

of adults working with kids on science.

You visited perhaps, | visited many of the

school s that are engaged. | listened to principals

and superintendents and teachers tal k about the kind

of intense,

embedded professional devel opment that
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comes with resources and materials and the kinds of
outcomes that they are getting.

So we are very, very pleased with Asset.

And on Quality Reports, national quality studies done
by the National Science Foundation and nore, using
Nati onal Science Foundation grants from Asset's
previous comm tment with our engagement wi th national
science, this is probably the hallmark or the best
approach to professional devel opment for teachers.

REPRESENTATI VE REI CHLEY: Okay.

Well, with regard to the Asset curriculum
that is going to lead into the next question about
"Cl assrooms for the Future" |aptops.

Wth Asset, did you bid out that particular
program or how did the Commonweal th conme to sel ect
t hat and, by doing so, deprive districts from making
t hat choice themsel ves?

SECRETARY ZAHORCHAK: We partnered with a
hi gh- perform ng project that has, as | said,
international results, and---

REPRESENTATI VE REI CHLEY: Well, with all
due respect, M. Secretary, did you bid that out,
or how was it that this particular company was
selected for the evaluation of a contract, | believe

of $15 mllion? |s that correct?
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SECRETARY ZAHORCHAK: Wel |, because of their
ability to do this work. It is a sole-source
relationship with Asset.

REPRESENTATI VE REI CHLEY: So am | correct
that this was not a conpetitively bid contract?

SECRETARY ZAHORCHAK: It's a soul -source
contract.

REPRESENTATI VE REI CHLEY: Don't forget about
t hat yes-or-no situation, sir.

SECRETARY ZAHORCHAK: No.

REPRESENTATI VE REI CHLEY: Okay.

Now, on | aptops for the future, you had two
compani es, Lenovo getting $174 mllion and Apple
getting $26 mllion. MWhy did you or the Commonweal th
choose to restrict the particular computers that
school districts could utilize to those two
compani es?

SECRETARY ZAHORCHAK: Well, we did go
t hrough a process to determ ne the conpanies, and we
wanted two platfornms, PCs and Apple, and we knew we
wer e buying volume and we had very specific
speci fications.

The conpanies that responded, we chose one
for an Apple platform and one for the PC platform

Those things in mnd, there was a unique
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specification for this particular project in m nd.
The conpanies that were best able to do that received
t he award.

REPRESENTATI VE REI CHLEY: And what factors
were considered in awarding the contract to Lenovo, a
Chi nese conpany?

SECRETARY ZAHORCHAK: Wel |, when you think
about production of hardware and conputers, there is
very little, if any, American conmpany that is in that
busi ness. So we didn't consider where you are com ng
fromwi th building your equi pment; we considered who
can give us the best bang for the dollar in terms of
this high volume and meeting our specifications
and doing it on time -- who has the capacity to do
t hat ?

REPRESENTATI VE REI CHLEY: So you are stating
t here was not an Anmerican conmputer manufacturer that
could provide you the | aptops that were necessary for
t his progrant?

SECRETARY ZAHORCHAK: Correct. The two that
are selected are the ones that best are able to
provi de us---

REPRESENTATI VE REI CHLEY: And t he deci sion
was made to limt districts from choosing between

these two rather than providing the funds to the
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districts and letting them make their own
arrangement s?

SECRETARY ZAHORCHAK: Yeah, because
remenmber, what we are doing and what you have been
| eading is, how many ways can we get to efficiency?
So other ways to do that add costs. So we | ooked at
the most efficient way financially to do this.

But let me tell you, it is bigger than that,
because the results of "Classrooms for the Future"
are unli ke anything else | have ever been engaged in,
and probably most of the superintendents who you wil
talk to, unlike anything else they have been engaged
with in terms of the professional devel opment and the
change of the culture inside our high schoo
cl assroons. It conpletely changed everything. So
that is the value of this.

And we can tal k about the way we went about
procuring the equipnent, but we followed all the
procurenment rules -- of course; this government does
that -- and got to the best able, |east expensive way
of providing those conputers.

REPRESENTATI VE REI CHLEY: Well, as much as |
think in the meritorious argument you made for
efficiencies is correct, | think there is concern

t hat you are forcing, froma top down, choices on
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districts, which they would be in the best position
to make those choices.

There are other questions, obviously, about
t he amount of funding put into teacher professional
devel opment, an increase of 1,117 percent since
2004.

But the | ast question I really want to ask
you about is that in the Morning Call on February 12,
2008, there was an editorial which questioned the
assumptions made in the costing-out study, which
essentially came down to this idea of throw ng nmore
money into this system

| understand that you have adequacy as the
hal | mark of the new funding fornula, but Professor
Spiezio from Cedar Crest Coll ege noted that of the
82, quote, "successful schools,"” unquote, which are
identified by the study in evaluating their
utilization of dollars, 66 of them are spending | ess
than the targeted figure that you identified of the
$8, 355.

SECRETARY ZAHORCHAK: That is correct.

REPRESENTATI VE REI CHLEY: So if we are
| ooking at the 82 hypothetically successful districts
and | ooking at the practices they are utilizing, and

two-thirds of them are spending | ess than what was
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identified, is throwing more noney into this
situation really the answer?

SECRETARY ZAHORCHAK: Well, | appreciate
your saying that, because it gives me an opportunity
to say, the successful schools that are identified in
t he study, once you |l ook at those schools one at a
time, you will find out that on average, those
school s, one out of six students still is not at
proficiency |evels, and to get themto proficiency by
the year 2014, the adequacy study clearly says they
have chal |l enges, uni gquenesses, and a nunber target as
wel | .

So the adequacy study, one, recognizes them
as being successful and en route, but to do the job,
t he adequacy study, the costing-out study, also says,
here's the number for them  And when you think about
it, it only makes sense. One in six students in
t hose schools is indeed not there -- are basic or
bel ow basic, in other words.

REPRESENTATI VE REI CHLEY: Thank you, M.
Secretary.

Thank you, M. Chairman.

SECRETARY ZAHORCHAK: Thank you, sir.

CHAI RMAN EVANS: Dan Frankel .

REPRESENTATI VE FRANKEL: Thank you, M.
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Chai r man.

M. Secretary, | will try and be quick, and
| thank you for your patience today. And | think
generally, in a very conplicated department, we are
maki ng some progress, and I will leave it at that.

Let me ask you, you know, |ast year, you and
| and menbers from the Allegheny County del egation
wor ked together very hard -- and Representative
Wheatl ey briefly addressed this -- to talk about
dealing with a problemthat | think is a problemthat
we will be seeing again throughout Pennsyl vani a.
Certainly we will be seeing it in western
Pennsyl vania with the Duquesne School District, the
school district that had shrunk so far and was unabl e
to provide a comprehensive, academ c curriculumto
students and really needed to be merged.

You know, we worked through a very
complicated process, and | thought it was just very,
very well done at the end of the day. And
anecdotally, it appears to me at this point, from
what |'m hearing, that it's working out very well.
Despite what initially were, you know, perceived
academ c readi ness issues, demographic issues, and so
forth, that there was a | ot of concern in all the

communities, and those seemto have been dealt with.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

126

As we | ook at the costing-out study and
bringing everybody up to an equal |evel, there are
certainly school districts across Pennsylvania who
really need to kind of |ook at merging. You know,
Dugquesne did it with East Allegheny and West Mfflin,
| know there are probably at |east a couple of
others in western Pennsyl vania, and my guess is there
has got to be others across the State of
Pennsyl vani a.

As we go through the process over 6 years of
getting everybody up to adequate funding, isn't it
al so an opportunity to |look at this issue as
somet hi ng that your department should be
incentivizing as part of the process, |ooking at sonme
of these districts that just are not capable, really,
of providing an adequate educational framework and a
conprehensive framework? Shouldn't we be | ooking at
that as well as a part of this, as an opportunity to
effectively consolidate those school districts that
really need to be?

SECRETARY ZAHORCHAK: | really believe we
shoul d have a continued statew de conversation about
consol i dation, and we should be advocating for
consol idation where it makes sense.

The department has been good partners, |
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believe, in studying those assim/lations that I
referred to earlier. It does make a | ot of sense in
a |lot of places. There are, of course, some pl aces
where it is hard to do, but generally speaking, it
makes sense and we will continue to partner. We wil
help themwi th the assimlation. We will help them
overcone the one-time costs in terms of incentivizing
t hem

Back to Duquesne, you know, there was a
consolidation sort of just with high schools. Peopl e
may t hink of consolidation using comm ssioned
of ficers known as superintendents, where one
superi ntendent m ght serve nmore than one district at
a time. There are ways at efficiency. W need to be
creative and innovative about the approaches toward
it, and | think the Duquesne situation was one.

It is interesting to note, Duquesne now, for
the first time in probably a decade and a half or
| onger, is operating at a place in the budget that
they are not in the red. They have | earned a | ot
about efficiencies. They are taking advantage of
everything because of the supports given to them from
t he department and from the region actually in doing
busi ness at Duquesne.

So their parents are pleased. So far the
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students are enjoying a high school experience like
never before, and we are expecting each of those kids
to come out of their twelfth grade year proficient
and ready to go to postsecondary.

REPRESENTATI VE FRANKEL: Thank you very
much, M. Secretary.

Thank you, M. Chairman.

SECRETARY ZAHORCHAK: Thank you
Represent ati ve.

CHAI RMAN EVANS: Dal ly. Representative
Dal ly.

REPRESENTATI VE DALLY: Good afternoon, M.
Secretary.

SECRETARY ZAHORCHAK: Good afternoon,
Represent ati ve.

REPRESENTATI VE DALLY: Last but not | east,
Representative Reichley had tal ked about the | aptops,
and there was an issue in one of the school districts
back in the Lehigh Valley, Bethlehem School District,
part of which |I represent, in terms of |ost |aptops,
and | think there are anywhere from 80 to 100 | aptops
that are mssing. And it would seemto me that you
could have sonme type of technology on these | aptops
to require that they wouldn't work for anyone ot her

than the person to whom they are assigned, either a
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fingerprint or whatever.

SECRETARY ZAHORCHAK: Okay.

REPRESENTATI VE DALLY: Are there any
regul ations that you have within your department that
woul d require school districts to adopt regul ati ons
i ke that with these | earning tools?

SECRETARY ZAHORCHAK: We do. We have
agreements that before going into "Classroons for the
Future," you sign with us that you are going to
foll ow some protocols that we have in place.

For exanple, these | aptops are generally
pl aced on a cart. That cart is |ocked and secured
every night. W have an agreement of who gets the
key and how that one person is responsible.

There may be occasi ons where somebody breaks
into a building from outside the system and takes
chal k or an overhead projector or |aptops. That
could happen with "Classroonms for the Future," but it
hasn't happened. And we are pleased to say that we
believe the protocols, our expectations for security,
are part of this.

Anot her protocol that comes to m nd, you
know, is students are not allowed to take the | aptops
away fromthe cart or away from the person assi gned

for that period of instruction. I n other words, it
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is for a particular classroom at a particular time of
t he day and not to go home or not to go to another
part of the building without that teacher or
educational | eader being responsible.

REPRESENTATI VE DALLY: Well, are you aware
of the issue with the Bethlehem School District with
these m ssing | aptops?

SECRETARY ZAHORCHAK: Yes.

REPRESENTATI VE DALLY: Okay. And weren't
they involved in that program "Classroons for the
Future"?

SECRETARY ZAHORCHAK: They were, and it was
somebody from outsi de. It wasn't during the day or
sonmebody taking them home or a student figuring out
how to get them It was a break-in, and someone
stole | aptops during that break-in.

REPRESENTATI VE DALLY: Okay. | didn't know

t hat that had been ascertained, but okay.

Yeah; | don't believe that it has been
resolved as to how they becanme m ssing, but--- All
right; that was a concern that | had.

Getting back to your formula, and |I know we
beat this horse around enough today, but getting back
to this municipal equalized mlls concept, are you

arriving at that number by taking the school
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district's spending, the portion of the city budget
that is attributed to the Phil adel phia School
District, and then equating that to the m |l age that
that represents on a residential property?

MR. GODLEWSKI: The cal cul ati on associ at ed
with the municipal tax effort is where you take the
taxes collected by the municipality and divide it by
the market value of the municipality to determ ne the
muni ci pal equalized m |l age.

REPRESENTATI VE DALLY: Okay. Because it
woul d seemto me that if you want to conpare apples
with apples, wouldn't it just be easy to take that
spendi ng associated with the school district and
reduce that to the mllage figure, because then you
can conpare that to what you are paying in a school
district for property taxes to fund the school
syst ent?

SECRETARY ZAHORCHAK: Well, | again think we
have to keep in mnd, the end adequacy nunber is
where we are driving to, and it is a 6-year process,
and we all know where we are going in each school
district for the first time.

REPRESENTATI VE DALLY: Okay. Well, it wll
be interesting to see what that number would be I|ike

if we used that rationale. Then it would be
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comparing it to other school districts and their
taxing efforts.

And | understand that this is uncharted
territory here and there are going to be a | ot of
gquesti ons about the proposed funding fornmula, but one
thing that | think it doesn't take into consideration
is it doesn't consider those school districts that
have realized efficient spending, meaning that they
have been perhaps frugal, but they have had results,
you know, in the process.

Because it seenms like if your taxing effort
isn't high enough, you get penalized. On econom es
of scale, if you are a small district, which
oftentimes are the nmost frugal because they don't
have the resources, you get penalized. And then
t hose that can realize efficiencies on an
econom es-of-scale basis are not penalized, there is
no change, because it is a negative nunmber and you
just, you know, round that to zero. So those are
just some of the concerns that | have on the formla.

And | ast but not least, | received a letter
froma retired superintendent in my school district
pertaining to the proposal for the graduation test,
and basically -- and it was addressed to the State

Board of Education -- and basically he is saying "The
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evol ution of State and national testing has shifted
the priorities in education from devel opi ng sound and
fundamental curriculum progranms to teaching for the
test. This is a sad commentary for our educati onal
system t oday. Students are not widgets in the sense
that they are all the same. As we have | evels of
instruction in our school systens to meet the basic
capabilities of the students present, we do not have
the tests that conmpensate for these differences. One
must ask the question, what is the testing for and
who really benefits fromthe results?" Then he
opines, "I honestly believe the results are used nore
for political benefits than actual inmprovenment of
instruction."”

But in essence what he is saying is that he
woul d propose a stronger curriculumin mathematics,
science, social studies, and |l anguage arts, and if
students are given 4 years of those subjects, that
t hey are adequately prepared for the future and to be
successful rather than testing them and that is
basically his comment.

SECRETARY ZAHORCHAK: Yes. Well, if I may,
there will be an opportunity again to say -- these
are really asking schools to teach to our standards

and have a uni form measurenent, and | think everybody
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t hat does any kind of business in any of the sectors
t hi nks about, how do we measure what we have done
here with the outcome?

So | disagree that they were teaching to the
test. | think we are teaching to standards. | think
the assessment is a way that we uniformly say in
al gebra Il or algebra | or English, did we do that or
not? And can we say without hesitation that this
district compared to that, or this algebra |I teacher
in a high school building conpared to the one across
the hall, has the same expectations at the end of the
course to assess the students, the same nmeasurenments?

REPRESENTATI VE DALLY: Okay.

SECRETARY ZAHORCHAK: And again, we measure
everywhere. We are neasuring to make sure kids are
ready, and | think what we would be doing is a great
di sservice if we allow any other approach to it to
t housands and thousands of kids and to a workforce
that is going to have 40 years of those thousands and
t housands of ki ds.

REPRESENTATI VE DALLY: Okay.

SECRETARY ZAHORCHAK: Thanks.

REPRESENTATI VE DALLY: Thank you, and, you
know, we all know it is not an exact science, but I

wanted to share those thoughts with you from a
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retired superintendent.
SECRETARY ZAHORCHAK: Thanks.

REPRESENTATI VE DALLY: M . Chairman, thank

you.
CHAI RMAN EVANS: M. Secretary, if you would

like -- it is up to you; | know you have been here a

long time. "' m going to ask the superintendents to

move up. You can stick around if you want to. You
don't have to stick around.

SECRETARY ZAHORCHAK: | woul d enjoy sticking
around and listening to them  Thanks very nuch.

CHAI RMAN EVANS: Okay; good. Once a
superi ntendent, always a superintendent.

Can the other superintendents move up to the
tabl e, please? Just move your chairs on up to the
t abl e.

SECRETARY ZAHORCHAK: M. Chairman, before
we transition, can | correct something for the
record?

CHAI RMAN EVANS: Yes.

SECRETARY ZAHORCHAK: My staff, a menber of
m ne, just brought to my attention that the
Ni t schmann School in Bethlehem was not a part of the
CFF project at all. M ddl e schools are not a part of

our "Classroons for the Future," just high school,
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and that is where that occurrence happened. And I
was thinking of a place in a high school where there
was an outside break-in, so | have confused the two.

But the Bethlehem School District has a
situation with computers not in the CFF project at
all .

REPRESENTATI VE DALLY: Okay. Are they
enrolled now? Are they enrolled nowin "Classroons
for the Future"?

SECRETARY ZAHORCHAK: Their high school
yes.

REPRESENTATI VE DALLY: Okay, but not the
m ddl e school

SECRETARY ZAHORCHAK: Not that m ddle
school .

REPRESENTATI VE DALLY: Al'l right. Thank you
very much.

SECRETARY ZAHORCHAK: Thanks very much.

Thank you, M. Chairman.

CHAI RMAN EVANS: You're wel come.

SECRETARY ZAHORCHAK: "' m going to give up
my seat.

CHAI RMAN EVANS: Okay.

One, | want to thank all of the

superi ntendents for the amount of time that you have
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spent here listening, and what | would like to do is
explain the game rules for you: | ntroduce yourself,
your school district, where your school district is
| ocated, and just give us -- you have heard a | ot of
conversation. You heard the Secretary of Education.
You may have read the Governor's budget yourself
around education, and this is your chance to talk to
us.

This is something | started just this year
about trying to get a different perspective so that
all the members -- | don't think |I have met any of
you, for public disclosure. | want to say that to ny
good friend, Mario Scavello, for public disclosure,
and that you were just selected randomly to come
here. We tried to pick urban, rural, suburban, and
then allow you to say somet hing.

So for the record, tell us who you are, you
know, where your district is, for the purpose of the
record, and then tell us kind of the things that you
have heard and your thoughts.

So wherever you want to start. VWho wants to
start first?

DR. GOOL: | woul d be happy to start first.
Thank you

CHAI RMAN EVANS: Okay. So introduce




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

138

yourself and tell us where you are from

DR. GOOL: |'m Dr. Jean Atkin Gool. | ' m the
superintendent of schools in the Keystone School
District in Clarion County. W are north of 80.

And we came this norning on two buses, and |
am very proud of our students. They are doing very
wel | here today.

| am al so very pleased to be here, and I
t hank you all for taking time to |isten.

| need to tell you what 1.5 percent does for
us, because we are a 1.5-percent school district. I n
our school district, 1.5 equals $97,000 in revenue.
To mai ntain our existing programs right now with that
1.5, it will cost us approximately 6 mlls of taxes.

Il will have to raise taxes 3.74 mlls, plus | nmust
cut $108,000 from our budget.

In a small school district, that's huge.

' m | ooking at cutting programs. "' m | ooki ng at
cutting academ cs. ' m | ooking at cutting everything
that | can get my hands on.

What is even more challenging to 1.5 is that
' m | ooking at 6 years of 1.5. "' m | ooking at an
i mpl ement ation of a programthat is going to be very
difficult for us.

Forty-two percent of our elementary students
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and 35 percent of our junior-senior high school
students are eligible for free and reduced | unch.

One mlIl of taxes in our district equals $50,000. So
you can see what 3.74 nmeans, and you can see what
$108, 000 cut from our budgets means.

We have made AYP every year. W are a very
frugal district, and our students do very, very well,
and | appreciate that.

The ot her group of students that | worry
about very nmuch are our career center students. The
cost for our students to go to the career center --
and they do very well there; it makes them career
ready when they graduate -- has increased by $125, 000
this year.

Ri ght now, it is going to be a very big
challenge to run our district. W have a $13 mllion
budget and 1,100 students in two buil dings, and that
is the Keystone School District and that is what we
are |l ooking at right now.

DR. DI GGS: My name is Dr. Tresa Diggs, and
| am the superintendent of the school district of the
City of York.

|, too, would like to thank you very nmuch
for inviting me here this afternoon. | appreciate

t he opportunity to appear before you.
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Pl ease allow me first to tell you a little
bit about my district. The City of York has
approxi mately 40,081 individuals in five square
mles, 600 city blocks, and 300 of them are
residential. The median household income for the
city is $21,812.

The York City School District is a very
smal |l urban school district of approximtely 6,000
students. We are a diverse district. W have
approximately 42 percent African-Americans,

39 percent Hispanic, 18 percent Caucasi an, and
2 percent Asian and Native Anmerican.

Al'l of our buildings are Title | buildings,
with 86 percent of our students on free and reduced
[ unch.

We have 1,410 students who are in our
English | anguage | earner program They speak
20 | anguages, and they are from 10 different
countries.

Our special education popul ation is at
19 percent. We have 802 students who are categorized
as honmel ess. Si xty-seven percent of our students
live in single-parent famlies.

As you can see from our demographics, we are

an extremely needy population. This is why our
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district is appreciative of the increase in the basic
subsi dy proposed by the Governor's budget.

Our school s struggle because of inadequate
resources. Our school board has once again proposed
to increase taxes to bal ance the budget this year.
They are increasing by 3.17 mlls.

These increases are indeed necessary to have
effective schools, because we know that good school s
hel p stabilize property values. W know that good
school s attract businesses and enpl oyers.

Communities with good schools don't have
hi gh dropout rates, and good schools help young
peopl e become sel f-supporting adults who contri bute
to the community in many positive ways.

| am deeply concerned with how Pennsyl vani a
funds our public education. Our community doesn't
have the property base or the personal wealth to
rai se adequate funds for our schools.

The current way of funding schools does not
tie funding to the number of kids that are in the
district, and it does not tie funding to the needs of
t hose students. Each year, we have an increased
number of English-language |earners in our school
district but a shortage of qualified teachers to

serve them
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We have ol der, deteriorating buildings that
are in desperate need of repair.

However, we are extremely thankful for the
Pre-K Counts program That initiative gives our
children an equal start. W are supportive of that
program As a matter of fact, we need nore doll ars
for Pre-K Counts, because we have students who are on
waiting |ists.

We are concerned that the Federal governnent
will cut the Reading First program which has been
successful for our students.

We are a district in corrective action.
However, we are seeing academ c gains within each of
our grade levels, and one of the reasons for those
academ c gains is the Reading First and other reading
prograns.

If a cut is made, we are unable to maintain
t he program t hrough our general fund, and we are
hopeful that the State will come to our rescue.

The i nvestments we have made in proven
research-based practices are resulting in student
success. The Departnment of Education has provided us
with resources through the Distinguished Educat or
Program and t he CADRE Program which is the center

for data-driven reformin educati on.
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And this is at no cost to us. Wthout the
support of these professionals, our district would
not continue to nmove forward, for our district is not
financially able to provide this needed support. W
are grateful for the funding of the Distinguished
Educat or Program

We t hank you for authorizing the costing-out
study. The costing-out study, which was conpleted in
November, gives us better information about what it
takes to help students and to effectively educate al
chil dren.

The increased funding in the Governor's
proposed budget will benefit the York City School
District. The current proposed budget includes
accountability | anguage that states, "To ensure new
resources, increase educational services for
students, districts in warning, improvenment or
corrective action" -- i.e., the York City School
District -- "must submt a plan to the Department of
Education outlining how the additional State funds
will be spent.”

The proposal fromthe State is that
80 percent of any basic education funding increase
over the index of 4.4 nmust be spent for new resources

or an expansion in seven areas, in the seven areas
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that the Secretary of Ed menti oned.

We are required to submt a plan to be

approved by the Department of Educati on. | am very
much in favor of accountability; however, | urge you
to approve | anguage that will expedite the process of
approving the plan and | anguage that will allow us to

continue funding programs that we currently have in
pl ace and that are yielding student success, such as
our literacy coaches and our reading ed program for
our m ddl e school students. W don't want to have to
create new prograns, because we have already created
t hose that are working.

| view the proposed 2008-2009 State budget
as an opportunity to make a significant down payment
on the gap, the adequacy gap identified in the
costing-out study. | am hopeful that you will use
the results of the costing-out study to develop a
sound school -funding fornul a.

Thank you very much for allowing me to speak
here this afternoon.

DR. HOOVER: My name is Dr. John Hoover,
superi ntendent from the Hampton Townshi p School
District in Allegheny County, just north of the City
of Pittsburgh, and |I would also like to thank the

comm ttee, Representative Evans, for inviting us
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here. We really do appreciate the opportunity, for
t hose of us who are in the proverbial trenches, to
come and speak before the commttee.

We al so understand, because we are
frequently on your side of the table, that |istening
to people does not always mean agreeing with them
So we will keep that in mnd, but we do appreciate
you | istening.

My district is a district of about 3,100
students in a community of about 17,500 residents.
Our medi an assessed value of homes there is about
$140,000. That is a full assessment area in
Al | egheny County. Median inconme, about $67, 000.
Some people consider us to be an affluent district;
however, our aid ratio is .4. W are really not
there with those districts that are .15.

Our budget for this year is about a

$40 mllion budget. W are one of those districts
that has a high tax effort. OQur equalized m |l age
rate is 26.5. It puts us probably in about the top

10 percent.

One of our problems is that we have very
little commercial devel opment in our area, so that
the taxes are largely funded by the residents of that

communi ty.
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We are a very high-perform ng school
district. The Pittsburgh Business Times |ast year
ranked us the number four district in the State of
Pennsyl vani a based on the PSSA scores. W have been
listed in Newsweek, according to the J. Matthew s
| ndex, as one of the top 5 percent of high schools in
the country. More recently, we were listed in US.
News & World Report as one of the top 3 percent of
hi gh schools, and Standard & Poor's has |isted us not
only as an outperformer for 4 consecutive years but
al so the best value in Allegheny County, meaning that
our performance relative to our costs is the best in
t hat area.

We realize that virtually everyone cones
here asking you for nmore noney, and we certainly
could benefit fromthat as well. And we did
appreci ate the costing-out study, but | would have to
tell you, in all honesty, for nmy district, it would
mean that we would receive an additional $6 million.
" m not sure that | need $6 mllion nore to bring al
of our students up to proficiency or to do the things
t hat we need to do. Certainly we could use the
money; if you give it tome, I'll find a way to spend
it. But again, in all honesty---

DR. GOOL: If you would Iike to give it to
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Keystone, we'd be happy to take it.

DR. HOOVER: And |I think that's probably
fair in terms of the way that the PDE is beginning to
| ook at this issue, to do it in an equitable way.

But what | would tell you in terms of what
we need and certainly that nmy board would want me to
come here and ask for is more equity in the way that
we are funded currently. We are one of those
districts that the State only provides about 22 to 23
percent of our budget. So the vast majority of the
money that is raised is raised |locally.

And while we do believe that the current
Adm nistration is attenpting to help districts, and
we appreciate things |like the accountability bl ock
grant and the "Classroons for the Future,"” it is hard
to become irrationally exuberant when we are only
getting 23 percent fromthe State.

So we do believe that there is a need for
the State to | ook at the way this funding is going to
districts, particularly when we are a district that
has that high-tax effort and we are being funded
significantly bel ow even the average rate of other
districts, which is about 33 to 35 percent at this
point in time.

The other problem that we have with things
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i ke the accountability block grant is sort of the
ephemeral nature of those, that we can't necessarily
count on those fromyear to year, so it is hard to
build sustainable progranms when you don't know if

t hat noney will be there in the succeeding year, and
boards are very reluctant to, you know, add

addi tional personnel costs that they may have to
absorb in the future. So | do think that is

somet hing else for the department to consi der.

The other tact that | would take in | ooking
at the issue of finances is rather than just asking
for more money is to give us help on reducing our
costs. That is obviously the biggest driver for why
we keep com ng back here and asking for nmore noney.

You know, there are things |like the
transportation costs that districts experience. To
transport students within my district, it costs nme
about $300 per student. To transport those students

outside, it costs about $1,500 per student.

And | do understand, you know, |'m not
agai nst sendi ng students to parochial schools. ' m
t he product of a parochial school nyself. But in

many cases, we are having buses drive past nultiple
parochi al schools to get to some other parochi al

school that could be up to 10 mles away, as you
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know.

And even in the case of a high school --
there are not as many of those -- but we have to
drive past two parochial high schools to deliver
students to a third parochial high school that they
prefer to go to. You know, | think there are areas
of cost savings that we can | ook at with sonme of
t hose issues.

Anot her issue is the wage tax collection
system that costs every district a |ot of money
| ocally and we believe could be consolidated at the
State |l evel, which would help us tremendously.

Anot her issue is the area of special

education. The costs, | believe at this point, are
just going out of control. | have one student next
year who will cost me $100,000, and it really is not

necessary.

My background is as a psychol ogist, so |
have al ways been an advocate for children, including
handi capped children, but some of these costs just
are no longer realistic, and we need help fromthe
State to | ook at how we can control those costs but
still provide quality progranms for students.

And anot her area that | think we would

benefit and woul d appreciate help fromthe State
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woul d be with the issue of attempting to control
| abor costs in the district.

|'"mcurrently in negotiations now, and since
t hose are confidential, we won't reveal all the
details, but I can tell you that by the end of that
contract, our teachers will be making well over
$90, 000 a year, and in this point of negotiations, we
are currently being threatened with a strike.

Again, we think there has to be sonme
reasonabl e degree of bal ance. Once upon a time |
worked in a union; ny father worked in unions.

Again, | am not anti-union, but | think there's a
bal anci ng area that we can achieve.

And if the Legislature was not inclined to
prohibit strikes and nodify Act 88, perhaps you could
| ook at issues like if teachers are making over a
certain anmount of money -- pick a benchmark, $75, 000,
$80,000 -- or if the district is in one of those
high-tax efforts, that you could | ook at, you know,
some relief or modification for them from that
standpoint. And | think the biggest concern there,
the issue is that the idea of |everaging children to
get more, it just isn't really a fair way to conduct
busi ness.

Again, |'mvery grateful for the opportunity
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to come and speak before you. Thank you very much.

DR. ANGELLO: Good afternoon, or early
eveni ng.

| ' m Karen Angel | o. | ' m superintendent of
the All entown School District, and forgive me for
tal king through ny nose. ' m kind of com ng down
with something, | believe.

| want to thank you for giving me the
opportunity to be here today, and |I want to conmmend
you as |l egislators for supporting the conmpl etion of
t he costing-out study and also for the Governor to
start forging forward in the inplementation of that
st udy.

| m ght say that within this budget, as in
prior budgets in the past few years, are many
best-practices prograns, including the Pre-K Counts,
in which we work in partnership with [ocal, our
community services for children, so that we have
wor ked in an outsourcing manner so that we can get
t he best amount of money out of each of those
dollars. And so by working in partnership with
outsi de partners, we have been able to use those
funds to serve many nore students, and we will do
that as we apply it this next year.

"Cl assroons for the Future":; dual
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enrol | ment; kindergarten. Although we do not have

t he space for the kindergarten, we were able to
extend our Kkindergarten days in using smaller spaces.
So that certainly is very inportant in our particular
school district.

| just want to give you a little background,
and then I1'"lIl tell you about our school district.

The All entown School District has
consistently faced a funding gap. It was a concern
not only with our board of directors but also with
CEGCs in the Lehigh Valley.

In 2006, they formed a group, Education
2010, and they comm ssioned the same group that did
t he costing-out study for all of you to do a study of
our particular school district.

They wanted to make sure that we were very
prudent with our fiscal management, and they did find
out we were very prudent with our fiscal management.
We have one of the |lower ratios in terms of
adm ni strators per teachers and per students, and
al so, unfortunately, we have a very lowratio in
terms of many of our support services due to funding
needs.

| commend the work of the |egislative

del egati on, Education 2010, for they have given us
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unwavering support, and | feel that they had great
i nfluence in the discussion about the funding of
education in the Conmonweal t h.

The costing-out study has enphasi zed the
fundi ng gap experienced by ASD to be about $5, 449.
That figure is certainly influenced by the fact that
we have a great high-risk population, and let me tell
you a little bit about that popul ation.

We have over 18,000 students. About
15 percent of those are English-1language | earners.
We do have a | ow percentage, 11.8 percent of our
students, who are in |IEPs. However, the needs have
become much nmore severe.

If we | ook at a combination of both our
Medi cai d-el i gi bl e students and al so our students who
are on free and reduced lunch, 75 percent, 75.8,
woul d qualify for low income. That has been quite a
change since the year 2001-2002 in which it was 62.3
percent.

We are 19.9 percent Caucasian, 17.4 percent
Bl ack, and 61.2 percent Hi spanic.

We have 16 el ementary schools for m ddle and
2 hi gh.

Our district is conposed of 2,093 district

staff with the 22 school s. We have al most 1, 300
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teachers and 67 adm nistrators. We have a number of
other staff, but | think it is also important to
note, we do have 28 security officers, and we have a
need to increase that amount.

The All entown School District, due to a
nunmber of issues with its funding over the years, did
not al ways meet the needs in ternms of capacity with
its school district, and even in the year 1994-95 had
exceeded the capacity in ternms of enroll ment and
capacity.

| have to really comend our board of
directors, who have entered a |ong-range facilities
pl an. We are now in phase 1, which is a $153 mllion
venture, and | mght say it is a very prudent
vent ure.

We have taken advantage of the green-school
concept with three of our schools. W will be
buil ding one new school, two grade-9 buildings, and
we are doubling the capacity of another elementary
school and also increasing the capacity of two of our
m ddl e school s.

This will only be the beginning, and as |
said, we appreciate the fact that we have been able
to do the extended kindergarten, because when we use

t he moneys, we still do not have the capacity to




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

155

bring in the full-day kindergarten across the
district, and that is a very high need of our school
district.

We have had continued fiscal restraints, but
do receive a great deal of funds through the Federal
level. And at the State |level, we have really
received historical increases in the last 3 years --
21 percent in '06-07, 12.3 percent for this school
year, and in the next school year it is proposed to
be a 19.7 percent.

That fundi ng has supported teacher
devel opment and support, staffing to reduce cl ass
size, special education, addressing the increasing
needs of English-Ianguage | earners, counsel ors,
nurses, replacement of textbooks, tutoring, and
sunmer programs.

Whenever we add staff, we go back and we
review the study that was done on our school district
to ensure that we are using data-driven decisions
when we add the staff.

The val ue of the funds at the |ocal |evel
remai ned the same for about 6 years. | mean, it was
even prior to my com ng here, but the 6 years | have
been there, it has remai ned about the sane. EIT

either remains or it declines on a yearly basis.
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The poverty level has grown from 1994 to
1995, which was .5471 to an aid ratio now of .7495.

| m ght say there have been a number of
actions taken to be very prudent with funds. The
boards had comm ssioned, prior to my comng to the
school district, had had both the Wi ght and Touche
and KPMG review every fiscal part of the district to
ensure that the district was prudent with its fiscal
management .

There have been efforts to join purchasing
with other school districts, and the districts in our
| nt er medi ate 21 continually work together to find
ways to reduce costs in a mutual manner.

Some of the areas that | would just like to
specifically talk about with respect to the budget,
and I will do that briefly, is, one, the area of
speci al education funding and to | ook at al
districts across the Comonwealth to determ ne how
t hey can best have additional support in special
educati on.

The depth of the disabilities has beconme
much more severe with many of our students, and it is
very important that we have specialized supports and
behavi oral interventions and specialized skills of

our staff when working with students needing autistic
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support and | earning support.

The accountability block grant, | would
assume, is becomng institutionalized in that our
money that we would gain fromthe costing-out study
woul d be used to support the increases in costs
gai ned by continuing with the accountability block
gr ant. | f that not be the case, then in order for a
sustai ned bl ock grant where it is, we would need
anot her $244, 000.

This bl ock grant has been used to support
our honmeschool visitors, a district-w de parent
liaison, literacy and math coaches, special education
teachers to i nplement co-teaching models, as well as
t he extended-day kindergarten.

We are a district on Corrective Action 1. I
m ght say that there has been substantial progress
made in the school district. Over a 3-year period of
time, we have gone from4 to 10 schools that have now
made AYP, but we have a ways to go, and we will need
support for our students.

We presently have 3,112 students that are
being served in the Educational Assistance Program
That has been | evel funded at $1.8 mllion for
3 years. It will require an additional $97,000 from

t he general fund to sustain the staff.
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I n | ooking at what we can do with the
additional funds we would receive, | know that the
Secretary did comment that funding could be allocated
towards tutoring.

| do want to make a few conmments about
"Cl assrooms for the Future," and | want to first of
all say | solidly support this program

We have received enough computers at this
time to meet the needs of half of our high school
students. The use of the |aptops and the interactive
whi t eboards is highly nmotivating for students and
t eachers and gives them both broader access to
information in a | earning environnment. But
problematic to the inmplenmentation of the 2007-2008
have been costs, that the district was disallowed to
use its expenditures in the grants.

We met with a significant challenge with the
two particular |aptops that had been selected. W
really truly had to move to a Macintosh platform as
the PC had | acked adequate RAM and upgrading the PCs
was not possible as we did not have the funds for
t hat . So | think it is very important as this
program nmoves forward that you have conparabl e
computers or conparable | aptops in the program

I n addition, we had to expend $45,000 from
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district funds for renpte access points to address
the security needs of the district's |ocal area

net wor K. Because of the size of our district and
because we have an enterprise system even Macintosh
said that our systens would not be secure without
changing the renmote access points.

There are a number of other areas that we
think are very inportant to | ook at carefully, and |
have brought those to the attention of the Secretary
of Ed.

ASD is commtting additional technical staff
in its general fund budget this next school year
because we feel that we also have to have a
commtment in order to sustain the program

Now, very briefly in regard to the plan that
we submtted to PDE for approval. | want to ensure
that this plan is not redundant with the district
i mprovement plan or if it could be interfaced so that
t he funding could be, the budget could be |inked
right within that plan.

| can well wunderstand the requirement for
more accountability when we receive substanti al
i ncreases in funding. | do wish to receive greater
detail on the constraints placed within the plan.

As we have received funds in the
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accountability block grant and the Educati onal

Assi stance Program the increased funding does becone
categorical in nature. What is good about it, it is
tied in to research-based practices that will help
student achi evement, but the district also receives
Federal funds that are categorical and are designated
for specific areas.

My concern is to make sure that these
prescriptive requirements for use of the funds al so
take into consideration operational funds, the adding
of capacity to the school districts, and the
i ncreases that we must pay in costs to our technical
schools. W also send nmoney; we are a sponsor of
the |l ocal community coll ege and the intermedi ate
uni t .

We are working with our boards now in
review ng the approved prelimnary budgets, and we
need to gain clear direction soon on how we proceed
with this planning process.

| do feel very optim stic about the budget.
| know that it is extremely challenging for all of
you as you begin this paradigmshift with the funding
formula, and | would say that we as superintendents
are here to work in any way with you and with the

Secretary of Ed.
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| think it is a very great historical move
on the part of funding in the Commonweal th, and |
want to thank you for letting our voices be heard
t oday.

MR. HUTCHESON: Good afternoon. Mat hew
Hut cheson from the Austin Area School District,
| ocated in Potter County. It is in north-central
Pennsyl vani a.

| thank you for the opportunity to address
t he Appropriations Commttee. | commend Chair man
Evans for inviting the school admnistrators to be a
part and to have our voice heard in this testinmony
t oday.

| thank ny coll eagues for participating in
this hearing also. W do share a common goal in
providing the students of Pennsylvania with a quality
educati on.

As a member of the costing-out study, | feel
that it was a valuable activity to address funding
structure for schools. | support the need for a
formula to adequately address the funding of schools
within this State. The fornula presented is a start,
with some issues that do adversely affect school
districts, including those in rural areas.

| would like to tell you a little bit about
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the Austin Area School District. It is the small est
public school in the State of Pennsylvania. There
are 225 students, pre-K through 12, located in one
bui | di ng.

The district covers 228 square mles. W
have 29 professional enpl oyees---

CHAI RMAN EVANS: Can you repeat that again?
How many m | es?

MR. HUTCHESON: 228 square m | es

CHAI RMAN EVANS: And how many students do
you have?

MR. HUTCHESON: We have 225 students.

CHAI RMAN EVANS: Excuse ne. Okay. "' m just
checki ng.

MR. HUTCHESON: We are extrenely rural.

CHAI RMAN EVANS: " m just checking.

| wanted Scavello to hear that.

REPRESENTATI VE SCAVELLO: Yeah; | heard
t hat . | heard that.

MR. HUTCHESON: There are 29 professional
enpl oyees, 6 support personnel, including secretary,
mai nt enance, and busi ness.

We do not currently have a principal. I
share the role of high school principal, my guidance

counselor is the elementary principal. So we have
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done everything that we can to reduce costs
adm ni stratively and professionally.

Forty-nine percent of the students are
eligible for free and reduced lunch. Twenty-five
percent of our students receive special education
services, which represents 10 percent of our total
budget .

Local revenue amounts to 48 percent of the
budget, with 80 percent com ng from property tax.
One m Il generates $28,000. State revenue for basic
education is 33 percent. Speci al education revenue
represents 4 percent of our budget; Federal, 3.6.

The district has made AYP for the past
6 years, and we are one of the 1.5-percent increase
districts.

Concerns for the rural schools are two

I ssues: equalized mlIl, and the | ocation cost
metric.

The equalized mll is used as a State
funding target multiplier. Austin has an equalized

mllage rate of 19.9 mlls, which means that we

receive a 16-percent reduction in our total funding

because of our m |l age being below the high average.
However, the | ocal property tax represents

7.4 percent of the personal income, yet we are not
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considered a high-tax district. Seven-point-four
percent of our personal income goes towards paying
property tax.

The district is further penalized with the
mar ket val ue personal income ratio, as that there is
declining student enroll ment, these nunbers continue
to increase.

The | argest | andowner in the district pays
$1.25 per acre, which equates to an assessed val ue of
$30 per acre, while private | andowners pay a rate of
$44 per acre, which equates to an assessed val ue of
$1, 000 per acre.

The State, as the |argest | andowner, has
110,000 acres within our district, and we do not
receive a yearly increase for that. W are set at a
fixed amount.

The | ocation cost metric. Again, rural
school s are assessed a 7-percent penalty due to the
formul a generated for the cost of |iving. Yes, we do
have a | ower cost for housing; however, our
commpdities costs are equal or greater than that that
you would find in an urban setting. For exanpl e, as
of Friday, before traveling down here, the cost of
gas was $3.26 per gallon. A gallon of mlk, because

of the location that we are in, is $4.79; a | oaf of




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

165

bread, $2.79. Local store owners must pay a
surcharge for all goods transported into the area
because of the distance that the food has to travel.

These current formula costs will amount to
the State, as has already been referenced, paying
| ess than the 50 percent over the 6 years.

There are some i mportant notes that | would
like to make on behalf of the budget, on behalf of
t he funding that has been provided.

The district has benefited fromthe Pre-K
Counts. The district has operated a preschool
program for 15 years. We have strongly believed in
early chil dhood education. W have a full-day
ki ndergarten. We were able to make nodifications,
expansions to our program to receive the
Pre-K Counts funding, which has been very crucial for
us.

"Cl assroonms for the Future" has al so been
anot her program that the district has benefited from
during this past year. The district received 57
student | aptops, 4 teacher |aptops, and 3 interactive
whi t eboards. As part of this program our teachers
have expanded their instructional process for the
students, and | do believe we will see great gains

fromthe students.
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One final note. In a rural community, we

have been able to work very well together as schools

within the county. There are five schools within

t hat county. We have used our Safe & Drug Free
School s funds, which are mniml, but we have used
that to offset the cost of having an intensive case
manager wi thin each one of the buildings in the
county, and it has been done in conjunction with
human services.

| do thank you for the opportunity to be
here today. Hopefully | have represented or given
you a picture of what rural schools do face.

Thank you very nuch.

CHAI RMAN EVANS: Before | make any comment,
Representative M| hattan would |like to make a
comment . Fred.

REPRESENTATI VE Mcl LHATTAN: Thank you, M.
Chai r man.

| know it is getting close to closing, and
t hank you for giving me the opportunity to make an
announcement here.

| want to thank our students from Keystone
for com ng down today. "' mvery proud of each and
every one of you, and I want to thank you for that.

And a little caveat to you. The gentl eman
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to my left, Representative Mario Scavello, he and his
wi fe are very benevol ent people. They don't say a
| ot about what they do, but they do a lot to help
kids. And Representative Scavello said that he and
his wife would be honored to offer a scholarship for
$200 to two students from Keystone for com ng down
today. So, Jean, we'll figure out how to choose
t hose two.

But there's a little bit of a reward for
you. So, Mario, to you and your wife, we want to say
t hank you very much.

CHAI RMAN EVANS: What | would like to do is
t hank you, one, for your testinmony. | want to make
sure that Lisa or Johnna gets a copy of your
testi nony. | know we have it on the record, but
anything that you have written.

The Chairman and | are really -- |'m not
going to put words in his mouth; he can speak for
hi mself -- trying to do something different, not to
have this wall of Democrat and Republican between us,
because | think on education, there is no such thing
as a Denocratic way versus a Republican way. It's
only a Pennsyl vania way of educating our Kkids.

And | know you have heard a | ot of

di scussi ons about the debate about noney, and that is
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al ways going to be a discussion. But in the end, I
hope we will find a way, no matter if it is rural,
urban, suburban, fast grow ng, not grow ng, size
growi ng, to figure out some way, because there are a
certain amount of dollars. And, you know, these are
not our dollars; these belong to your residents, |ike
our residents. So we are going to try.

Your testinony, | think, is very hel pful,
because you are on the front |ines. And we heard the
Secretary, and it is good that he stayed around. I
want to thank the Secretary for sticking around,
because he is a former superintendent. It is always
in his blood. So it is good that he stuck around so
t hat he could hear.

So we have heard what you have had to say.

We will take that testinmony. We will try to figure
out where we go from here.

But | want to again personally sincerely
t hank you for com ng, and see if the Chairman would
i ke to have any comments that he would |like to make.

CHAI RMAN CI VERA: Yes; thank you, M.
Chai r man.

Let me say this, that | guess back in 2001
-- and I will be very brief, because it is really

late -- | chaired the select commttee on how to fund
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basi ¢ educati on.

That costing-out study was in that report
t hat we had concl uded back in '02. It was Nick
Col afell a, who has a doctorate in education, and
mysel f were the chairs, and that is where that
costing-out study originated from if you read that
report.

The way we have been doi ng business in
Pennsylvania, it is not adequate. To the grow ng
school districts, they don't receive enough noney,
and when you are faced with situations in that
manner, it is frustrating between the educator and
t he property owner, and everybody gets caught in the
m ddl e.

But the one that gets hurt the worst is the
student, and that is what we are here for. It is for
the children of Pennsylvania to give them a better
education and finding a better way to fund these
prograns.

This is a start. And, you know, when we are
in the budget negotiations, as we are in the present
time, we have these hearings, not just to have them
we have themto learn. And now, starting after next
week of these budget hearings, we start to negotiate

dol Il ars and how we put things together.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

170

So everything that we have heard here today,
believe me, will be taken back. And the questions,
they weren't political questions; they are sincere
guestions, because those individual menmbers represent
a district. And what happens is, when a new fornul a
comes out or every year when the school subsidy cones
out, the first thing a legislator will do is go to
his district and say, uh-oh, did | drop? Did | gain?
What am | going to do? How am | going to justify
this? | can't vote for this budget. And that is
what we are trying the alleviate. That is what we
are really trying to alleviate.

So | hope that in a bipartisan way, |ike the
Chai rman has offered, that we can work this out and
we can go in the right direction as a new begi nning.

Thank you, M. Chairman.

CHAI RMAN EVANS: And | particularly want to
t hank the young people, for you sitting through this
process. One day -- | hope some of you have picked
out your seats up here. Mari o and | have vol unteered
to give up our seats to you. But | hope you have,
because this is the way that the process works. W
go through this every year in ternms of the budget
process. This is your nmother's and father's taxpayer

money.
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So | hope you have | earned something from
this process and have enjoyed your visit, and have a
safe ride home.

Again, this hearing is now adjourned, and we
will reconvene at 9 a.m tonorrow norning. Thank you

very much.

(The hearing concluded at 5:23 p.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the
notes taken by me on the within proceedi ngs and that

this is a correct transcript of the sane.

Debra B. M Iler, Reporter




