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DIGEST AND PURPOSE

Under current law, school digtricts are required to hire a public accountant to independently verify
dropout rates and the expenditure of compensatory education funds when submitting such information
to the Texas Education Agency (TEA). As proposed, S.B. 894 requiresinstead that school districts
supply the information directly to TEA on an annud basisin an eectronic format, and requires TEA to
cregte aranking system to review the information provided on a district-by-didtrict bass. The hill
requires TEA to review the information of digtricts ranked as being at risk of providing inaccurate
figures as regards dropout rates and compensatory education fund expenditures, and to conduct on-Ste
investigations at the didtrict, if the district does not respond to the high-risk ranking in atimely or
satisfactory manner.

RULEMAKING AUTHORITY

This bill does not expresdy grant any additiona rulemaking authority to a state officer, ingtitution, or
agency.

SECTION BY SECTION ANALYSS

SECTION 1. Amends Sections 39.055(a) and (e), Education Code, as follows:

(8 Deeteslanguage requiring the board of trustees of each school didtrict to have the didtrict’s
dropout records audited annually by a public accountant. Instead, requires the commissioner of
education (commissioner) to develop a process for auditing school district dropout records
eectronicdly. Requires the commissioner to develop a system and standards for review of the
audit or to use systems dready available at the Texas Education Agency (TEA). Requiresthe
system to be designed to identify digtricts that are a high risk of having inaccurate dropout
records and, as a result, require on-site monitoring of dropout records. Prohibits adistrict from
being subject to on-site monitoring under this subsection if the dectronic audit of the digtrict’s
dropout records indicate adigtrict is not at high risk of having inaccurate dropout records.
Entitlesadigtrict to an opportunity to respond to the commissoner’ s determination before on-
ste monitoring may be conducted, if the risk-based system indicates thet the didtrict is a high
risk of having inaccurate dropout records. Requires the digtrict to respond within 30 days after
the date the commissioner natifies the digtrict of the commissioner’s determination. Requires
the commissioner to order TEA staff to conduct on-Ste monitoring of the didtrict’s dropout
records, if the digtrict’s response does not change the commissioner’ s determination that the
digrict isa high risk of having inaccurate dropout records or if the district does not respond in
atimey manner.

(e) Deeteslanguage requiring TEA to review each report of an audit of district dropout
records, and replaces references to such reports with references to adistrict’ s dropout data.
Makes conforming changes.

SECTION 2. Amends Sections 42.152(c) and (q]), Education Code, as follows:
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(c) Deetestheword “only” to remove aregtriction on the use of funds alocated under this
section. Deletesthe word “only” to remove aredtriction on the use of adigtrict’s compensatory
education alotment. Creates Subdivisons (2)(A) and (2)(B) from existing text. Cregtes
Subdivison (3), asfollows.

(3) Providesthat, for the purposes of this section, an dternative education program
gpecificaly designed to serve students at risk of dropping out of school is considered to
be a program supplementa to the overall educationa program, and authorizes a didtrict
to use its compensatory education dlotment for such a program, notwithstanding any
other provisons of this section.

Makes nonsubstantive changes.

(g) Deetestheword “only” to make a conforming change. Requires the reporting and auditing
requirements to be managed dectronicaly to minimize loca adminidrative coss. Requiresa
digtrict to submit a copy of the report required by this subsection within 150 days after the last
day permissible for resubmission of information required under Section 42.006. Requiresthe
commissioner to develop a system to identify school didtrictsthat are at high risk of having used
compensatory education funds other than in compliance with Subsection (c) or of having
inadequately reported and audited those funds and, as aresult, require on-site monitoring under
this subsection. Prohibits the digtrict from being subject to on-site monitoring under this
subsection if the risk-based system indicates that adidrict is not a high risk of having misused
compensatory education funds or having inadequately reported and audited those funds.
Entitles the digtrict to an opportunity to respond to the commissioner’ s determination before on-
dte monitoring may be conducted, if the risk-based system indicates that adidrict isat high risk
of having misused compensatory education funds or having inadequately reported and audited
those funds. Requiresthe didtrict to respond within 30 days after the date the commissioner
notifies the digtrict of the commissioner’s determination. Requires the commissioner to order
TEA dff to conduct on-gte monitoring of the digtrict’ s compensatory education expenditures,
if the digtrict’s response does not change the commissioner’ s determination that the didtrict is at
high risk of having misused compensatory education funds or having inadequately reported and
audited those funds or if the digtrict does not respond in atimely manner.

SECTION 3. Repeder: Sections 39.055(b)-(d), Education Code (pertaining to the audit of dropout
records and the corresponding report).

SECTION 4. Makes Section 42.152(c), Education Code, as amended by this Act, applicable to the
use of compensatory education funds alotted under Chapter 42, Education Code, for any school year,
including a school year before September 1, 2003.

SECTION 5. Effective date: September 1, 2003.
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