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The House was called to order by the Speaker Pro Tempore.

1:30 p.m.

The roll was called by the Clerk of the House of Representatives, who announced that a quorum was present.

Accavitti—present
Acciavatti—present
Agema—present
Amos—present
Angerer—present
Ball—present
Bauer—present
Bennett—present
Bieda—present
Booher—present
Brandenburg—present
Brown—present
Byrnes—present
Byrum—present
Calley—present
Casperson—present
Caswell—present
Caul—present
Cheeks—present
Clack—present
Clemente—present
Condino—present
Constan—present
Corriveau—present
Coulouris—present
Cushingberry—present
Dean—present
DeRoche—present

Dillon—present
Donigan—present
Ebli—present
Elsenheimer—present
Emmons—present
Espinoza—present
Farrah—present
Gaffney—present
Garfield—present
Gillard—present
Gonzales—present
Green—present
Griffin—present
Hammel—present
Hammon—present
Hansen—present
Hildenbrand—present
Hood—present
Hoogendyk—present
Hopgood—present
Horn—present
Huizenga—present
Hune—present
Jackson—present
Johnson—present
Jones, Rick—present
Jones, Robert—present
Knollenberg—present

el/d/s = entered during session

Lahti—present
LaJoy—present
Law, David—present

Law, Kathleen—present

LeBlanc—present
Leland—present
Lemmons—present
Lindberg—present
Marleau—present
Mayes—present
McDowell—present
Meadows—present
Meekhof—present
Meisner—present
Melton—present
Meltzer—present
Miller—present
Moolenaar—present
Moore—present
Moss—present
Nitz—present
Nofs—present
Opsommer—present
Palmer—present
Palsrok—present
Pastor—present
Pavlov—present

Pearce—present
Polidori—present
Proos—present

Robertson—present
Rocca—present
Sak—present
Schuitmaker—present
Scott—present
Shaffer—present
Sheen—present
Sheltrown—present
Simpson—present
Smith, Alma—present
Smith, Virgil—present
Spade—present
Stahl—present
Stakoe—present
Steil—present
Tobocman—present
Vagnozzi—present
Valentine—present
Walker—present
Ward—present
Warren—present
Wenke—excused
Wojno—present
Young—present
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Rep. Dave Hildenbrand, from the 86th District, offered the following invocation:

“Dear Father in Heaven:

We pause before You today to ask for Your guidance and direction as we do Your will in this historic chamber.
Where there are differences, we ask for compromise. And where there is tension, we ask for peace.

Amidst the hustle and pressures of the day, we thank You for the countless blessings in our everyday lives. Continue
to watch over us and guide us as we do the work of the citizens of this great state.

In Your name we pray. AMEN.”

Rep. Booher moved that Rep. Wenke be excused from today’s session.
The motion prevailed.

Reports of Select Committees

First Conference Report

The Committee of Conference on the matters of difference between the two Houses concerning

House Bill No. 4346, entitled

A bill to make appropriations for the department of education and certain other purposes relating to education for
the fiscal year ending September 30, 2008; to provide for the expenditure of the appropriations; to prescribe the powers
and duties of certain state departments, school districts, and other governmental bodies; and to provide for the
disposition of fees and other income received by certain legal entities and state agencies.

Recommends:

First: That the Senate recede from the Substitute of the Senate as passed by the Senate.

Second: That the House and Senate agree to the Substitute of the House as passed by the House, amended to re
as follows:

A bill to make appropriations for the department of education and certain other purposes relating to education for
the fiscal year ending September 30, 2008; to provide for the expenditure of the appropriations; to prescribe the powers
and duties of certain state departments, school districts, and other governmental bodies; and to provide for the disposition
of fees and other income received by certain legal entities and state agencies.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
PART 1
LINE-ITEM APPROPRIATIONS

Sec. 101. Subject to the conditions set forth in this act, the amounts listed in this part are appropriated for the department
of education for the fiscal year ending September 30, 2008, from the funds indicated in this part. The following is a
summary of the appropriations in this part:

DEPARTMENT OF EDUCATION
APPROPRIATION SUMMARY:

Full-time equated unclassified POSItIONS ........ccuiiiiiii e 6.0
Full-time equated classified POSItIONS .........c.iiiiiiiiii e 460.5
GROSS APPROPRIATION .. ..t ettt ittt sttt e e e et s e et e e et e e et e e e et e eeenn e $ 496,482,
Interdepartmental grant revenues:
Total interdepartmental grants and intradepartmental transfers ..........ccoccoeiviiiiii e, 0
ADJUSTED GROSS APPROPRIATION ..uuiiiiiiietis ettt ettt e e $ 96,482,400
Federal revenues:
o)tz L {=Y0 L=Y = L SN V=T 10 = 72,749,800
Special revenue funds:
Local cost sharing (schools for deaf/blind) ...........oooiiiiiiii e 6,142,20
Local school diStriCt SEIVICE FEES .uuiie i e 6,70030
o] = U [ Yotz LI €= V=T a1 U= PR 6,448,900

Gifts, bequests, and AONALIONS. ... oo . et et e e 40,600 7
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For Fiscal Year
Ending Sept. 30,

2008
Private FOUNAALIONS ... ...uiiiii ettt e e 2,431,200
o]t L o1 G N Z= LI (A= 11 1 3,171,800
Total 1ocal and PriVate FEVENUES.........iii e et e e e e e e e e e e eanes 620,709,
(1T g 1) 1 Tol= T o] ¢ I (=T= TSP 5,757,700
Commodity diStriBULION fEES ..ceue i , 700 71
StUAENT INSUFANCE FEVENUES ....uiiiiii ettt e e e et e ettt e e e et e e e et e e ettt e et et e e et e e e et e e eetnaeeeennnas 18,600 2
Teacher COllEgE rBVIEW fEES ... e e e e 4,000 5
TEACHEr 1ES NG f S ittt ———————— 523,500
BT E=T 0l B =] o PP PP PP 261,000
Training and orientation WOrkShOp fEES ... .cun i 150,000
Total other state reStriCted FEBVENUES .. ... et et e e 36,500,0
State general fund/general PUIPOSE ......ciciiiiiiii i e e s $ 5,4007,07
Sec. 102. STATE BOARD OF EDUCATION/OFFICE OF THE SUPERINTENDENT
Full-time equated unclassified POSITIONS ..........iiiiiiiiiii e 6.0
Full-time equated classified POSITIONS .......coouiiiiiiiii e 16.0
State board of education, per diem PaAYMENTS .........iiiiiiiiiii e $ 24,400
Unclassified positionS—6.0 FTE POSITIONS.....c.uuiiiiiiiiii et 515,600
State board/superintendent operations—16.0 FTE POSItiONS.........cccuviiiiiiiiiiiinieicceeeee 3,018,600
GROSS APPROP RIATION ..ot et e e e e e e e e e ans $ 0B®,558,6
Appropriated from:
Federal revenues:
[T Yo [T = LI oAV 1 L= 1,969,400
Special revenue funds:
Private FOUNAALIONS ... .c.uiiiii et e e et s s e 26,700
(1T g 1) 1 Tod= T o] ¢ I (=T= TSP 199,100
State general fund/general PUIMPOSE ......couuiiiiiii e e e e e e eens $ 3,4001,36
Sec. 103. CENTRAL SUPPORT
Full-time equated classified POSItIONS ........ccccviiiiiiii e 26.0
Central support—26.0 FTE POSITIONS ...uuiiuniiiieii e e e e e e e e e e e e et e e e e aanaees $ 08,770,2
VAo T T oo ] =T 0 F57= 14 o o [P 45,000
Building occupancy charges - property management SErVICES ........cuuuviiuiiiiiiiieiiiieeieeieeeis 1,692,300
Human resources optimization USEr CRArTES . .....ccu it 23,900
TONANT FBNT ...ttt e ettt ettt e et e e et a e e et a et s—— 261,000
Training and orientation WOIKSNOPS .. ....iuiiiii e e et e e 0150,00
Terminal [EaVE PaAYMENTS . .. . it ettt et e e et e et e et e et e e ea e et aeanaas 574,700
GROSS APPROPRIATION ...ttt ittt ettt e e e e e e e e e e e et e e e e e e e e et e e e et e eeeranns $ 08,517,1
Appropriated from:
Federal revenues:
[T =To [T = L oAV 1 L= T 3,989,900
Special revenue funds:
Local cost sharing (schools for blind/dear) ...........oooeuiiiiiiiii e 68,400
(01T g 1 Tox=1 1T I 1T 407,800
LI=T= U] 1= 1= 1S3 A o (==L 14,700
L= =T 0 L0 (=] 0 261,000
Training and orientation WOrkShop fEES ... civu i 150,000
State general fund/general PUIMPOSE ......cvvuiiiiiii e e e e e e e eeens $ 5,3001,62
Sec. 104. INFORMATION TECHNOLOGY SERVICES
Information teCchNOlOgY OPEratiONS ... .cui i e e e e e e e e e e e $ 6,400,82
GROSS APPROPRIATION ...ttt ettt ettt e et e et e et e e et e e et e e e et e eeeranes $ 0D,826,4
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... et et e et et et e s e e e 1,767,700
Special revenue funds:
Local cost sharing (schools for deaf/blind) ..o 142,000
CrtifICALION TR . ..ttt a e 245,000

State general fund/general PUMPOSE .......ouu i et $ 700 671,
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For Fiscal Year
Ending Sept. 30,

2008
Sec. 105. SPECIAL EDUCATION SERVICES
Full-time equated classified POSItIONS .........cccouiiiiiiiii e 49.0
Special education operations—49.0 FTE POSItiONS .....ovvuiiiiiiiiiiiiicee e $ 11,336,700
GROSS APPROPRIATION .. ..t ettt ittt ettt e e et e e e e e et e e et e e e et e eeannas $ 700,336,
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... et et e e e et e et e e 10,972,800
Special revenue funds:
Private fOUNTATIONS .. ... et e et e e e e e e e 104,800
CertifiCAION O . ettt e o 38,400
State general fund/general PUIMPOSE .......c.u it e e e ees $ 700 220,
Sec. 106. MICHIGAN SCHOOLS FOR THE DEAF AND BLIND
Full-time equated classified POSItIONS ........couuiiiiiiii e 103.0
Michigan schools for the deaf and blind operations—102.0 FTE posSitions.............ccceveeennnnn. $ 12,659,000
Y0 =T AT ] 1] (1 (PP 90,000
Camp Tuhsmeheta—1.0 FTE POSItIONS ....c.uuiiiiiiiiiieiii et et 295,100
Private gifts - DN .. ... e amnm—————— 90,000
Private gifts - deaf ... e 50,000
GROSS APPROPRIATION ...t ettt ettt ettt e e e et r e et e e et e e et e e e et e e e annans $ 108,184,
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ..ottt e e et e et e e 5,997,300
Special revenue funds:
Local cost sharing (schools for deaf/blind) ... 5,931,80
Local SChOOI diStriCt SEIVICE fEES vt e aaeaas 5,80029
Gifts, bequests, and AONALIONS. ..... o . et e et e e aa 40,600 7
STUAENT INSUIANCE TEVENUE......ititeeee et ee e et e et e e et e e e e et e e e e et e e e et et e e e e et rneeneanees 218,600
State general fund/general PUIMPOSE ......couuiiiiiiiiii e e e e e e eens $ 0
Sec. 107. PROFESSIONAL PREPARATION SERVICES
Full-time equated classified POSItIONS ........ccocuiiiiiiii e 30.0
Professional preparation operations—30.0 FTE POSItiONS .......cccuveiiiiiiiiiiiieiiiieeeeec e $ 6,807,400
National board CertifiCation...........cooiiuiiiii e 100,000
Department of attorney gENEIal........coou i e 000 50,
GROSS APPROPRIATION ...t ittt ittt sttt et e et e et e e et e e e et aeeeaanes $ 08,957,4
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... ettt e et e et et e s e e e 2,647,800
Special revenue funds:
CrtIfICALION TR . ..t et et e e e ma e 3,746,800
Teacher COllEgE rBVIEW fEES ... een s 4,000 5
=T o] 1T (=S L o (== P 508,800
State general fuNd/geNEral PUIPOSE ......iiiiiiiii it e e e eaaann s $ 0
Sec. 108. EARLY CHILDHOOD EDUCATION AND FAMILY SERVICES
Full-time equated classified POSITIONS .......coouiiiiiii e 25.0
Early childhood education and family services operations—25.0 FTE positions.................... $ 4,386,800
GROSS APPROPRIATION ...ttt ettt ettt et e e et e et e e et e e e et aeeeannes $ 00,386,8
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... e e ettt e e et e e et e s e e e 3,255,100
Special revenue funds:
Private fFOUNTALIONS ... ...uiiiii e et e e et e e e et e s s et es 191,700
(01T g a1 Tox= 1T IR {1 TS 58,600
State general fund/general PUIMPOSE ......couuiiiiiiiiiee e e e e aeens $ 400 881,
Sec. 109. SCHOOL IMPROVEMENT SERVICES
Full-time equated classified POSItIONS ........ccccuiiiiiiiii e 73.3
School improvement operations—73.3 FTE POSItIONS.....cc.uiiiiiiiiiiiiiciiiiece e $ 16,673,800
Subject area content expectations and guUIdeliNeS .........ccouiiiieiiiiii e 100,000

GROSS APPROPRIATION ..ottt et e e e eaes $ 806,773,
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For Fiscal Year
Ending Sept. 30,

2008
Appropriated from:
Federal revenues:
o LT o U €= 1YL= o U= 14,958,100
Special revenue funds:
Private fOUNTATIONS .. ... ittt e e e e e e e e 1,108,000
CertifICALION TR, ettt 531,300
State general fund/general PUIMPOSE ......ciuuiiiiiii e e e e e e eaes $ 400 176,
Sec. 110. SCHOOL FINANCE AND SCHOOL LAW SERVICES
Full-time equated classified POSItIONS .........ccvviiiiii e 21.0
School finance and school law operations—21.0 FTE POSItiONS .....cccuvvviiiiiiiiiiiiiiiiieciieeeeen, $ 2,988,000
GROSS APPROP RIATION ..ottt et e e e e e e e aeaees $ (0D,988,0
Appropriated from:
Federal revenues:
[T =To (=T = L= AV Z=T o U= PP 1,432,100
Special revenue funds:
CrtIfICALION TR, et e ettt e maae 530,700
State general fund/general PUIMPOSE ......ciuuiiiiiii e e e eaes $ 5,2001,02
Sec. 111. EDUCATION ASSESSMENT AND ACCOUNTABILITY
Full-time equated classified POSItIONS .........ccvviiii i 28.3
Educational assessment operations—28.3 FTE POSItIONS .....ovvviviiiiiiiiiiieeiiec e eee e $ 12,285,700
GROSS APPROPRIATION ..ottt et et e e e e e e e e e aees $ 700,285,
Appropriated from:
Federal revenues:
[T =To (=T = L=V Z=T o U= PP 12,285,700
State general fund/general PUMPOSE .......oeu i e ees $ 0
Sec. 112. GRANTS ADMINISTRATION AND SCHOOL SUPPORT SERVICES
Full-time equated classified POSItIONS .........ccouiiiiiiii e 56.2
Grants administration and school support services operations—56.2 FTE positions............... $ 7,987,400
Federal and private grantS.......ccc.i i e e e e 3,000,000
GROSS APPROP RIATION ..o e e e e e e e et e e e e e eneans $ 400,987,
Appropriated from:
Federal revenues:
o LT o U €= Y= o 1U =T PP 9,470,800
Special revenue funds:
Local SChool diStriCt SEIVICE FEES ...uiie i e ,900 10
Private fOUNTATIONS .. ... ettt et e e e et e s 1,000,000
Commodity diStriBULION fEES .. eue i e , 700 71
State general fund/general PUIMPOSE ......couuiiiiiiii e e e e e e e e e eeeens $ 000 434,
Sec. 113. EDUCATIONAL TECHNOLOGY AND DATA COORDINATION
Full-time equated classified POSITIONS .......viiiiiii e 7.7
Educational technology and data coordination—7.7 FTE pOSitioNS.........cccoveveviiiiiiiiniiiineeennn. $ 800,300
GROSS APPROPRIATION ...t ettt ettt ettt e e e e e e e e et e e e et e e e et e e e et e e e eaaes $ 800,300
Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... ettt et et et et e e e 800,300
State general fund/general PUIPOSE .....ceu i e e e e e e e ens $ 0
Sec. 114. CAREER AND TECHNICAL EDUCATION
Full-time equated classified POSItIONS ........ccocviiiiiii e 25.0
Career and technical education operations—25.0 FTE pOSItionS.........ccoccoviviiiiiniiiiieineeieeenn, $ 3,880,100
GROSS APPROP RIATION ..ot e e e e e e e e e e e e ans $ 0®,880,1

Appropriated from:
Federal revenues:
FEABIAI FEVEINUES ... ettt et et e e et e e tn e e et e e s e e e 3,202,800
State general fund/general PUMPOSE .......ouu i et $ 300 677,
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PART 2
PROVISIONS CONCERNING APPROPRIATIONS
GENERAL SECTIONS

Sec. 201. Pursuant to section 30 of article IX of the state constitution of 1963, total state spending from state resources
under part 1 for fiscal year 2007-2008 is $14,111,900.00 and state spending from state resources to be paid to local
units of government for fiscal year 2007-2008 is estimated at $0.

Sec. 202. The appropriations authorized under this article are subject to the management and budget act, 1984 PA 431
MCL 18.1101 to 18.1594.

Sec. 203. As used in this article:

(a) “Department” means the Michigan department of education.

(b) “District” means a local school district as defined in section 6 of the revised school code, 1976 PA 451, MCL
380.6, or a public school academy as defined in section 5 of the revised school code, 1976 PA 451, MCL 380.5.

(c) “FTE” means full-time equated.

Sec. 204. The department of civil service shall bill departments and agencies at the end of the first fiscal quarter for
the 1% charge authorized by section 5 of article XI of the state constitution of 1963. Payments shall be made for the
total amount of the billing by the end of the second fiscal quarter.

Sec. 205. The department shall use the Internet to fulfill the reporting requirements of this article. This requirement
may include transmission of reports via electronic mail to the recipients identified for each reporting requirement, or
it may include placement of reports on an Internet or Intranet site.

Sec. 206. The department shall provide through the Internet the state board of education agenda and all supporting
documents, and shall notify the state budget director and the senate and house fiscal agencies that the agenda ar
supporting documents are available on the Internet, at the time the agenda and supporting documents are provided tc
state board of education members.

Sec. 207. (1) Upon receipt of the federal drug-free grant, the department shall allocate $225,000.00 of the grant to
the safe school program within the department. The safe school program shall work with local school boards, parents
of enrolled students, law enforcement agencies, community leaders, and the office of drug control policy for the
prevention of school violence. The safe school program shall develop and implement, and serve as coordinator of, a
statewide clearinghouse for information, program development, model programs and policies, and technical assistance
on school violence prevention.

(2) To accomplish its functions under this section, the safe school program shall do all of the following:

(a) Coordinate with the office of drug control policy in the department of community health to ensure that there is
a meaningful linkage between the efforts under this article to provide safe schools and the initiatives undertaken
through that office, including, but not limited to, school districts’ safe and drug-free school plans, and to facilitate
timely applications for and distribution of available grant money.

(b) Provide through the Internet the availability to access, and provide through the Internet information regarding,
the state model policy on locker searches, the state model policy on firearm safety and awareness, and any other stat
or local safety policies that the office considers exemplary.

(c) Advance, promote, and encourage the awareness and use of the state police anti-violence hotline.

Sec. 208. The department shall require all public school districts to maintain complete records within the personnel
file of a teacher or school employee of any disciplinary actions taken by the local school board against the teacher or
employee for sexual misconduct. The records shall not be destroyed or removed from the teacher’s or employee’s personne
file except as required by a court order.

Sec. 209. From the funds appropriated in part 1 for information technology, departments and agencies shall pay user
fees to the department of information technology for technology-related services and projects. Such user fees shall be
subject to provisions of an interagency agreement between the departments and the department of information technology

Sec. 210. Amounts appropriated in part 1 for information technology may be designated as work projects and carried
forward to support technology projects under the direction of the department of information technology. Funds designated
in this manner are not available for expenditure until approved as work projects under section 451a of the management
and budget act, 1984 PA 431, MCL 18.1451a.

Sec. 211. Before publishing a list of schools or districts determined to have failed to make adequate yearly progress
as required by the no child left behind act of 2001, Public Law 107-110, the department shall allow a school or district
to appeal that determination. The department shall consider and act upon the appeal within 30 days after it is submitted
and shall not publish the list until after all appeals have been considered and decided.

Sec. 212. Funds appropriated in part 1 shall not be used for the purchase of foreign goods or services, or both, if
competitively priced and comparable quality American goods or services, or both, are available. Preference should be
given to goods or services, or both, manufactured or provided by Michigan businesses if they are competitively priced
and of comparable quality. In addition, preference should be given to goods or services, or both, manufactured or
provided by Michigan businesses owned and operated by veterans if they are competitively priced and of comparable
quality.
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Sec. 213. (1) A hiring freeze is imposed on the state classified civil service. State departments and agencies are
prohibited from hiring any new full-time state classified civil service employees and prohibited from filling any vacant
state classified civil service positions. This hiring freeze does not apply to internal transfers of classified employees
from 1 position to another within a department.

(2) The state budget director may grant exceptions to this hiring freeze when the state budget director believes that
the hiring freeze will result in rendering a state department or agency unable to deliver basic services, cause loss of
revenue to the state, result in the inability of the state to receive federal funds, or necessitate additional expenditures
that exceed any savings from maintaining a vacancy. The state budget director shall report quarterly to the chairpersons
of the senate and house of representatives standing committees on appropriations the number of exceptions to the
hiring freeze approved during the previous quarter and the reasons to justify the exception.

Sec. 214. (1) Due to the current budgetary problems in this state, out-of-state travel shall be limited to situations in
which 1 or more of the following conditions apply:

(a) The travel is required by legal mandate or court order or for law enforcement purposes.

(b) The travel is necessary to protect the health or safety of Michigan citizens or visitors or to assist other states in
similar circumstances.

(c) The travel is necessary to produce budgetary savings or to increase state revenues, including protecting existing
federal funds or securing additional federal funds.

(d) The travel is necessary to comply with federal requirements.

(e) The travel is necessary to secure specialized training for staff that is not available within this state.

(f) The travel is financed entirely by federal or nonstate funds.

(2) If out-of-state travel is necessary but does not meet 1 or more of the conditions in subsection (1), the state budget
director may grant an exception to allow the travel. Any exceptions granted by the state budget director shall be reported
on a monthly basis to the house and senate appropriations committees.

(3) Not later than January 1 of each year, each department shall prepare a travel report listing all travel by classified
and unclassified employees outside this state in the immediately preceding fiscal year that was funded in whole or in
part with funds appropriated in the department’s budget. The report shall be submitted to the chairs and members of
the house and senate appropriations committees, the house and senate fiscal agencies, and the state budget direct
The report shall include the following information:

(a) The name of each person receiving reimbursement for travel outside this state or whose travel costs were paid
by this state.

(b) The destination of each travel occurrence.

(c) The dates of each travel occurrence.

(d) A brief statement of the reason for each travel occurrence.

(e) The transportation and related costs of each travel occurrence, including the proportion funded with state general
fund/general purpose revenues, the proportion funded with state-restricted revenues, the proportion funded with federal
revenues, and the proportion funded with other revenues.

(f) A total of all out-of-state travel funded for the immediately preceding fiscal year.

Sec. 215. The department shall not take disciplinary action against an employee who communicates truthfully and
factually with a member of the legislature or his or her staff.

Sec. 216. The director shall take all reasonable steps to ensure businesses in deprived and depressed communitie
compete for and perform contracts to provide services or supplies, or both. Each director shall strongly encourage firms
with which the department contracts to subcontract with certified businesses in depressed and deprived communities
for services, supplies, or both.

Sec. 217. The department shall pay within 60 days of submission the full amount of any bills submitted by the
auditor general for all costs incurred by the auditor general while conducting audits of federally funded programs. The
department shall expend federal funds allowable under federal law to satisfy any charges billed by the auditor general.

Sec. 219. (1) In addition to the funds appropriated in part 1, there is appropriated an amount not to exceed $5,000,000.0(C
for federal contingency funds. These funds are not available for expenditure until they have been transferred to another
line item in this act under section 393(2) of the management and budget act, 1984 PA 431, MCL 18.1393.

(2) In addition to the funds appropriated in part 1, there is appropriated an amount not to exceed $700,000.00 for
state restricted contingency funds. These funds are not available for expenditure until they have been transferred to
another line item in this act under section 393(2) of the management and budget act, 1984 PA 431, MCL 18.1393.

(3) In addition to the funds appropriated in part 1, there is appropriated an amount not to exceed $250,000.00 for
local contingency funds. These funds are not available for expenditure until they have been transferred to another line
item in this act under section 393(2) of the management and budget act, 1984 PA 431, MCL 18.1393.

(4) In addition to the funds appropriated in part 1, there is appropriated an amount not to exceed $3,000,000.00 for
private contingency funds. These funds are not available for expenditure until they have been transferred to another
line item in this act under section 393(2) of the management and budget act, 1984 PA 431, MCL 18.1393.
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Sec. 220. The department shall provide data requested by a member of the legislature, his or her staff, or the house
and senate fiscal agencies in a timely manner.

Sec. 221. Funds appropriated in part 1 shall not be used by a principal executive department, state agency, or
authority, to hire a person to provide legal services that are the responsibility of the attorney general. This prohibition
does not apply to legal services for bonding activities and for those activities that the attorney general authorizes.

Sec. 222. (1) The department shall report no later than April 1, 2008 on each specific policy change made to
implement a public act affecting the department that took effect during the prior calendar year to the house and senate
appropriations subcommittees on the budget for the department, the joint committee on administrative rules, and the
senate and house fiscal agencies.

(2) Funds appropriated in part 1 shall not be used by the department to adopt a rule that will apply to a small business
and that will have a disproportionate economic impact on small businesses because of the size of those businesses i
the department fails to reduce the disproportionate economic impact of the rule on small businesses as provided unde!
section 40 of the administrative procedures act of 1969, 1969 PA 306, MCL 24.240.

(3) As used in this section:

(a) “Rule” means that term as defined under section 7 of the administrative procedures act of 1969, 1969 PA 306,
MCL 24.207.

(b) “Small business” means that term as defined under section 7a of the administrative procedures act of 1969, 1969
PA 306, MCL 24.207a.

STATE BOARD/OFFICE OF THE SUPERINTENDENT

Sec. 301. (1) The appropriations in part 1 may be used for per diem payments to the state board for meetings at
which a quorum is present or for performing official business authorized by the state board. The per diem payments
shall be at a rate as follows:

(a) State board of education - president - $110.00 per day.

(b) State board of education - member other than president - $100.00 per day.

(2) A state board of education member shall not be paid a per diem for more than 30 days per year.

(3) The state board executive shall report to the public, the senate and house fiscal agencies, and the state budge
director the previous quarter’s expenses by fund source for members of the state board of education.

Sec. 302. From the amount appropriated in part 1 to the state board of education, not more than $35,000.00 shall be
expended for in-state travel and out-of-state travel directly related to the duties of the state board of education.
MICHIGAN SCHOOLS FOR THE DEAF AND BLIND

Sec. 401. The employees at the Michigan schools for the deaf and blind who work on a school year basis shall be
considered annual employees for purposes of service credits, retirement, and insurance benefits.

Sec. 402. For each student enrolled at the Michigan schools for the deaf and blind, the department shall assess thi
intermediate school district of residence 100% of the cost of operating the student’s instructional program. The amount
shall exclude room and board related costs and the cost of weekend transportation between the school and the student
home.

Sec. 404. (1) The department may assess rent or lease excess property located on the campus of the Michigan schoo
for the deaf and blind in Flint to private or publicly funded organizations.

(2) In addition to those funds appropriated in part 1, the department may receive and expend additional funds from
lease agreements at the Michigan schools for the deaf and blind Flint campus that have been negotiated with the
approval of the department of management and budget. These funds are appropriated to the department for the
operation, maintenance, and renovation expenses associated with the leased space.

(3) From the unexpended balances of appropriations for the schools for the deaf and blind operations, up to $250,000.0C
of any unexpended and unencumbered funds remaining on September 30, 2008 may be carried forward as a work
project and expended for special maintenance and repairs of facilities at the campus of the Michigan schools for the
deaf and blind in Flint. The work shall be carried out by state employees, or by contract as necessary, at an estimatec
cost of $250,000.00. The estimated completion date of the work is September 30, 2009.

(4) From the tenant rent appropriation for Fay hall, up to $100,000.00 of any unexpended and unencumbered funds
remaining on September 30, 2008 may be carried forward as a work project or as restricted revenue and expended fol
special maintenance and repairs of facilities at Fay hall. The work project may be performed by state employees, or by
contract when necessary, at an estimated cost of $100,000.00. The estimated completion date of the work project is
September 30, 2009.

Sec. 405. The department may assist the department of community health, other departments, and local school districts
to secure reimbursement for eligible services provided in Michigan schools from the federal Medicaid program. The
department may submit reports of direct expenses related to this effort to the department of community health for
reimbursement.

Sec. 406. (1) The Michigan schools for the deaf and blind may promote its residential program as a possible appropriate
option for children who are deaf or hard of hearing or who are blind or visually impaired. The Michigan schools for
the deaf and blind shall distribute information detailing its services to all intermediate school districts in the state.
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(2) Upon knowledge of or recognition by an intermediate school district that a child in the district is deaf or hard of
hearing or blind or visually impaired, the intermediate school district shall provide to the parents of the child the literatur
distributed by the Michigan schools for the deaf and blind to intermediate school districts under subsection (1).

(3) Parents will continue to have a choice regarding the educational placement of their deaf or hard of hearing children.
PROFESSIONAL PREPARATION SERVICES

Sec. 501. From the funds appropriated in part 1 for professional preparation services, the department shall maintain
the professional personnel register and certificate revocation/felony conviction files.

Sec. 502. The department shall authorize teacher preparation institutions to provide an alternative program by which
up to 1/2 of the required student internship or student teaching credits may be earned through substitute teaching. The
department shall require that teacher preparation institutions collaborate with school districts to ensure that the quality
of instruction provided to student teachers is comparable to that required in a traditional student teaching program.

Sec. 503. Of the funds appropriated in part 1 for professional preparation operations, $100,000.00 shall be allocated
to Central Michigan University for the alternative route to certification program. Of the funds appropriated in part 1
for professional preparation operations, $100,000.00 shall be allocated to Wayne State University for the pathways to
teaching program. Not later than March 1, 2008, the department shall provide the senate and house appropriations
committees and senate and house fiscal agencies with a report including all of the following:

(a) How many teachers were certified under the programs.

(b) How long participating teachers served in the classroom.

(c) A comparison of teacher evaluations of participating teachers and teachers with traditional teacher certifications.

Sec. 505. From the funds appropriated in part 1 for national board certification, the department shall pay 1/2 of the
application fee for teachers who are considered by the department to be qualified to apply to the national board for
professional teaching standards for professional teaching certificates or licenses and to provide grants to recognize anc
reward teachers who receive certification or licensure.

OFFICE OF SCHOOL IMPROVEMENT

Sec. 601. From the amount appropriated in part 1 for the office of school improvement, there is allocated $350,000.00
and 3.5 FTE positions to operate a charter school office to administer charter school legislation and associated
regulations, and to coordinate the activities of the department relating to charter schools.

Sec. 603. The funds appropriated in part 1 for subject area content expectations and guidelines shall be used for the
development, approval, and implementation of subject area content expectations and guidelines that apply to the credit
requirements of the Michigan merit standard, as required under section 1278b of the revised school code, 1976 PA 451,
MCL 380.1278b.

INFORMATION TECHNOLOGY

Sec. 701. The department shall work in collaboration with the center for educational performance and information
to support the comprehensive educational information system and all data collection efforts of the department.
GRANTS ADMINISTRATION AND SCHOOL SUPPORT SERVICES

Sec. 901. Within 10 days of the receipt of a grant appropriated in the federal and private grants line item in part 1,
the department shall notify the house and senate chairpersons of the appropriations subcommittees responsible for thi
department budget, the house and senate fiscal agencies, and the state budget director of the receipt of the gran
including the funding source, purpose, and amount of the grant.

Third: That the Senate and House agree to the title of the bill to read as follows:

A bill to make appropriations for the department of education and certain other purposes relating to education for
the fiscal year ending September 30, 2008; to provide for the expenditure of the appropriations; to prescribe the powers
and duties of certain state departments, school districts, and other governmental bodies; and to provide for the disposition
of fees and other income received by certain legal entities and state agencies.

Matt Gillard

Aldo Vagnozzi

Bruce Caswell
Conferees for the House

Ron Jelinek
Cameron Brown
Michael Switalski
Conferees for the Senate
The Speaker announced that under Joint Rule 9 the conference report would lie over one day.
Rep. Tobocman moved pursuant to Joint Rule 9, that the Journal printing requirement be suspended, printed copies
of the conference report having been made available to each Member.
The motion prevailed.
The guestion being on the adoption of the conference report,
The conference report was then adopted, a majority of the members serving voting therefor, by yeas and nays, as follows:
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Roll Call No. 506

Accavitti
Acciavatti
Agema
Amos
Angerer
Ball
Bauer
Bennett
Bieda
Booher
Brandenburg
Brown
Byrnes
Byrum
Calley
Casperson
Caswell
Caul
Cheeks
Clack
Clemente
Condino
Constan
Corriveau

DeRoche
Elsenheimer
Garfield
Green

In The Chair: Sak

Coulouris
Cushingberry
Dean
Dillon
Donigan
Ebli
Emmons
Espinoza
Farrah
Gaffney
Gillard
Gonzales
Griffin
Hammel
Hammon
Hansen
Hood
Hopgood
Horn
Huizenga
Jackson
Johnson
Jones, Rick

Hildenbrand

Hoogendyk
Hune
Knollenberg

Yeas—93

Nays—16
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Jones, Robert
Lahti
LaJoy
Law, David
Law, Kathleen
LeBlanc
Leland
Lemmons
Lindberg
Mayes
McDowell
Meadows
Meekhof
Meisner
Melton
Miller
Moolenaar
Moore
Moss
Nitz
Nofs
Opsommer
Palsrok

Marleau

Meltzer
Palmer
Pavlov

[No. 116

Pastor
Pearce
Polidori

Proos
Rocca

Sak
Schuitmaker

Scott
Shaffer
Sheltrown
Simpson
Smith, Alma

Smith, Virgil
Spade
Stakoe
Tobocman
Vagnozzi
Valentine
Walker
Ward
Warren
Wojno
Young

Robertson
Sheen
Stahl
Steil

Rep. Sheen, having reserved the right to explain his nay vote, made the following statement:
“Mr. Speaker and members of the House:

| cannot vote for these budgets as they are based on increased fees, an income tax increases, and the expansion
sales tax on services on top of all the other taxes. Government deficits are spending problems, not revenue problems
| cannot balance the budget on the backs of Michigan citizens and job providers that are barely hanging on and making

ends meet.

Holding government harmless is elitist, disingenuous, and wrong. | was not sent to Lansing to preserve government
spending to the detriment of its citizens and its job providers. The Income tax increase of 12% (from 3.9% to 4.35%)
and spreading a 6 % sales tax on many services and business-to-business transactions on top of all the other taxes wi
in no way benefit the state’s economy or its citizens. However, it will take more money out of people’s paychecks and
increase the cost of living, which is a double hit to the consumer. It will drive up the cost of doing business and drive
out more employers, increasing unemployment and further exacerbating Michigan’s plight. We might as well put a red

flashing light at the state line warning businesses not to come here.

| could not vote to increase taxes on Michigan’s citizens or job providers at a time when so many have either lost
jobs, faced failing businesses and otherwise tightened their belts and made cuts in their own budgets. Why should

government be held at a different standard than everyone else in the state?”
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First Conference Report

The Committee of Conference on the matters of difference between the two Houses concerning

House Bill No. 4359, entitled

A bill to amend 1979 PA 94, entitled “The state school aid act of 1979,” by amending sections 3, 6, 6a, 8b, 11, 11a,
11f, 119, 11j, 11k, 11m, 15, 18, 19, 20, 20j, 22a, 22b, 22c, 22d, 24, 24a, 24c, 26a, 26b, 29, 31a, 31d, 31f, 32b, 32c,
32d, 32j, 32, 37, 38, 39, 394, 41, 51a, 51c, 51d, 53a, 54, 54a, 56, 57, 61a, 62, 64, 65, 74, 76, 81, 94a, 98, 99, 99¢, 99h,
104, 107, 147, and 163 (MCL 388.1603, 388.1606, 388.1606a, 388.1608b, 388.1611, 388.161la, 388.1611f,
388.1611g, 388.1611j, 388.1611k, 388.1611m, 388.1615, 388.1618, 388.1619, 388.1620, 388.1620j, 388.1622a,
388.1622b, 388.1622c, 388.1622d, 388.1624, 388.1624a, 388.1624c, 388.1626a, 388.1626b, 388.1629, 388.1631a
388.1631d, 388.1631f, 388.1632b, 388.1632c, 388.1632d, 388.1632j, 388.B8B21637, 388.1638, 388.1639,
388.1639a, 388.1641, 388.1651a, 388.1651c, 388.1651d, 388.1653a, 388.1654, 388.1654a, 388.1656, 388.1657
388.1661a, 388.1662, 388.1664, 388.1665, 388.1674, 388.1676, 388.1681, 388.16944a, 388.1698, 388.1699, 388.1699¢
388.1699h, 388.1704, 388.1707, 388.1747, and 388.1763), sections 3, 11, 11g, 11j, 22a, 22b, 26b, 31a, 51a, 51c, 65
81, and 147 as amended by 2007 PA 6, sections 6, 11a, 11f, 11k, 15, 18, 20, 20j, 22d, 24, 26a, 31d, 31f, 32c, 32d, 32|
321, 37, 39a, 41, 51d, 53a, 54, 54a, 56, 57, 61a, 62, 74, 94a, 98, 99, and 107 as amended and sections 11m, 22c, 24
24c, 29, 32b, 64, 99e, 99h, and 104 as added by 2006 PA 342, section 6a as amended by 1997 PA 93, sections 8b ar
38 as amended by 2003 PA 158, sections 19 and 39 as amended by 2005 PA 155, section 76 as amended by 1996 PA 3(
and section 163 as amended by 2004 PA 351, and by adding sections 31g, 32, 32e, 32f, 65a, 77, 98d, 99a, and 99i; an
to repeal acts and parts of acts.

Recommends:

First: That the Senate recede from the Substitute of the Senate as passed by the Senate.

Second: That the House and Senate agree to the substitute of the House as passed by the House, amended to read
follows:

A bill to amend 1979 PA 94, entitled “The state school aid act of 1979,” by amending sections 3, 6, 6a, 11, 11a, 11f,
11g, 11j, 11k, 11m, 15, 17b, 18, 19, 20, 20j, 22a, 22b, 22d, 24, 24a, 24c, 26, 26a, 26b, 29, 31a, 31d, 31f, 32b, 32c, 32d,
32j, 34, 37, 39, 394, 41, 51a, 51c, 51d, 53a, 54, 54a, 56, 57, 61a, 62, 64, 65, 74, 76, 81, 94a, 98, 99, 99c, 99e, 104
107, 151, and 163 (MCL 388.1603, 388.1606, 388.1606a, 388.1611, 388.1611a, 388.1611f, 388.1611g, 388.1611j,
388.1611k, 388.1611m, 388.1615, 388.1617b, 388.1618, 388.1619, 388.1620, 388.1620j, 388.1622a, 388.1622b,
388.1622d, 388.1624, 388.1624a, 388.1624c, 388.1626, 388.1626a, 388.1626b, 388.1629, 388.1631a, 388.1631d
388.1631f, 388.1632b, 388.1632c, 388.1632d, 388.1632j, 38d,1883.1637, 388.1639, 388.1639a, 388.1641,
388.1651a, 388.1651c, 388.1651d, 388.1653a, 388.1654, 388.1654a, 388.1656, 388.1657, 388.1661a, 388.1662
388.1664, 388.1665, 388.1674, 388.1676, 388.1681, 388.1694a, 388.1698, 388.1699, 388.1699c, 388.1699¢, 388.1704
388.1707, 388.1751, and 388.1763), sections 3, 119, 22a, 22b, 26b, 31a, 51a, 51c, 65, and 81 as amended by 2007 PA
sections 6, 11a, 11f, 11k, 15, 18, 20, 20j, 22d, 24, 26a, 31d, 31f, 32c, 32d,133},32L, 51d, 53a, 54, 54a, 56, 57, 61a,

62, 74, 94a, 98, 99, and 107 as amended and sections 11m, 24a, 24c, 29, 32b, 64, 99c, 99¢e, and 104 as added by 20
PA 342, section 6a as amended by 1997 PA 93, sections 11, 11j, 17b, and 39a as amended by 2007 PA 92, sections 1
and 39 as amended by 2005 PA 155, sections 26 and 163 as amended by 2004 PA 351, section 76 as amended by 19!
PA 300, and section 151 as amended by 2000 PA 297, and by adding sections 32, 32n, 77, 82, 99i, 99j, and 99k; anc
to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3. (1) “Average daily attendance”, for the purposes of complying with federadHiamexcept-as—dsed-+-sec
tior-6{(4xbbymeans 92% of the-membersiip/PILS COUNTED IN MEMBERSHIP ON THE PUPIL MEMBERSHIP
COUNT DAY, as defined in section-66)7).

(2) “Board” means the governing body of a district or public school academy.

(3) “Center” means the center for educational performance and information created in section 94a.

(4) “Cooperative education program” means a written voluntary agreement between and among districts to provide
certain educational programs for pupils in certain groups of districts. The written agreement shall be approved by all
affected districts at least annually and shall specify the educational programs to be provided and the estimated numbet
of pupils from each district who will participate in the educational programs.

(5) “Department”, except in section 107, means the department of education.

(6) “District” means a local school district established under the revised school code, a local act school district, or,
except in sections 6(4), 6(6), 13, 20, 22a, 23, 29, 994, 99K, 105, and 105c, a public school academy. Except in
sections 6(4), 6(6), 13, 20, 22a, 28J, 99K, 105, and 105c, district also includes a university school.

(7) “District of residence”, except as otherwise provided in this subsection, means the district in which a pupil’s
custodial parent or parents or legal guardian resides. For a pupil described in section 24b, the pupil’s district of
residence is the district in which the pupil enrolls under that section. For a pupil described in section 6(4)(d), the
pupil’'s district of residence shall be considered to be the district or intermediate district in which the pupil is counted
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in membership under that section. For a pupil under court jurisdiction who is placed outside the district in which the
pupil’s custodial parent or parents or legal guardian resides, the pupil’s district of residence shall be considered to be
the educating district or educating intermediate district.

(8) “District superintendent” means the superintendent of a district, the chief administrator of a public school
academy, or the chief administrator of a university school.

Sec. 6. (1) “Center program” means a program operated by a district or intermediate district for special education
pupils from several districts in programs for pupils with autism spectrum disorder, pupils with severe cognitive
impairment, pupils with moderate cognitive impairment, pupils with severe multiple impairments, pupils with hearing
impairment, pupils with visual impairment, and pupils with physical impairment or other health impairment. Programs
for pupils with emotional impairment housed in buildings that do not serve regular education pupils also qualify.
Unless otherwise approved by the department, a center program either shall serve all constituent districts within an
intermediate district or shall serve several districts with less than 50% of the pupils residing in the operating district.
In addition, special education center program pupils placed part-time in noncenter programs to comply with the least
restrictive environment provisions of section 612 of part B of the individuals with disabilities education act,

20 USC 1412may be considered center program pupils for pupil accounting purposes for the time scheduled in either
a center program or a noncenter program.

(2) “District and high school graduation rate” means the annual completion and pupil dropout rate that is calculated
by the center pursuant to nationally recognized standards.

(3) “District and high school graduation report” means a report of the number of pupils, excluding adult participants,
in the district for the immediately preceding school year, adjusted for those pupils who have transferred into or out of
the district or high school, who leave high school with a diploma or other credential of equal status.

(4) “Membership”, except as otherwise provided in this act, means for a district, public school academy, university
school, or intermediate district the sum of the product of .75 times the number of full-time equated pupils in grades K to 12
actually enrolled and in regular daily attendance on the pupil membership count day for the current school year, plus
the product of .25 times the final audited count from the supplemental count day for the immediately preceding school
year. All pupil counts used in this subsection are as determined by the department and calculated by adding the numbel
of pupils registered for attendance plus pupils received by transfer and minus pupils lost as defined by rules
promulgated by the superintendent, and as corrected by a subsequent department audit. The amount of the foundatiol
allowance for a pupil in membership is determined under section 20. In making the calculation of membership, all of
the following, as applicable, apply to determining the membership of a district, public school academy, university school,
or intermediate district:

(a) Except as otherwise provided in this subsection, and pursuant to subsection (6), a pupil shall be counted in mem-
bership in the pupil’s educating district or districts. An individual pupil shall not be counted for more than a total of
1.0 full-time equated membership.

(b) If a pupil is educated in a district other than the pupil’s district of residence, if the pupil is not being educated
as part of a cooperative education program, if the pupil’s district of residence does not give the educating district its
approval to count the pupil in membership in the educating district, and if the pupil is not covered by an exception
specified in subsection (6) to the requirement that the educating district must have the approval of the pupil’s district
of residence to count the pupil in membership, the pupil shall not be counted in membership in any district.

(c) A special education pupil educated by the intermediate district shall be counted in membership in the intermediate
district.

(d) A pupil placed by a court or state agency in an on-grounds program of a juvenile detention facility, a child caring
institution, or a mental health institution, or a pupil funded under section 53a, shall be counted in membership in the
district or intermediate district approved by the department to operate the program.

(e) A pupil enrolled in the Michigan schools for the deaf and blind shall be counted in membership in the pupil’'s
intermediate district of residence.

(f) A pupil enrolled in a vocational education program supported by a millage levied over an area larger than a single
district or in an area vocational-technical education program established pursuant to section 690 of the revised school
code, MCL 380.690, shall be counted only in the pupil’s district of residence.

(9) A pupil enrolled in a university school shall be counted in membership in the university school.

(h) A pupil enrolled in a public school academy shall be counted in membership in the public school academy.

(i) For a new district, university school, or public school academy beginning its operation after December 31, 1994,
membership for the first 2 full or partial fiscal years of operation shall be determined as follows:

(i) If operations begin before the pupil membership count day for the fiscal year, membership is the average number
of full-time equated pupils in grades K to 12 actually enrolled and in regular daily attendance on the pupil membership
count day for the current school year and on the supplemental count day for the current school year, as determined by
the department and calculated by adding the number of pupils registered for attendance on the pupil membership count
day plus pupils received by transfer and minus pupils lost as defined by rules promulgated by the superintendent, and
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as corrected by a subsequent department audit, plus the final audited count from the supplemental count day for the
current school year, and dividing that sum by 2.

(ii) If operations begin after the pupil membership count day for the fiscal year and not later than the supplemental count
day for the fiscal year, membership is the final audited count of the number of full-time equated pupils in grades K to 12
actually enrolled and in regular daily attendance on the supplemental count day for the current school year.

(j) If a district is the authorizing body for a public school academy, then, in the first school year in which pupils are
counted in membership on the pupil membership count day in the public school academy, the determination of the
district's membership shall exclude from the district’s pupil count for the immediately preceding supplemental count
day any pupils who are counted in the public school academy on that first pupil membership count day who were also
counted in the district on the immediately preceding supplemental count day.

(k) In a district, public school academy, university school, or intermediate district operating an extended school year
program approved by the superintendent, a pupil enrolled, but not scheduled to be in regular daily attendance on a
pupil membership count day, shall be counted.

(I) Pupils to be counted in membership shall be not less than 5 years of age on December 1 and less than 20 year
of age on September 1 of the school year except a special education pupil who is enrolled and receiving instruction in
a special education program or service approved by the department and not having a high school diploma who is less
than 26 years of age as of September 1 of the current school year shall be counted in membership.

(m) An individual who has obtained a high school diploma shall not be counted in membership. An individual who
has obtained a general educational development (G.E.D.) certificate shall not be counted in membership. An individual
participating in a job training program funded under former section 107a or a jobs program funded under former
section 107b, administered by the Michigan strategic fund or the department of labor and economic growth, or
participating in any successor of either of those 2 programs, shall not be counted in membership.

(n) If a pupil counted in membership in a public school academy is also educated by a district or intermediate district
as part of a cooperative education program, the pupil shall be counted in membership only in the public school academy
unless a written agreement signed by all parties designates the party or parties in which the pupil shall be counted in
membership, and the instructional time scheduled for the pupil in the district or intermediate district shall be included
in the full-time equated membership determination under subdivision (q). However, for pupils receiving instruction in
both a public school academy and in a district or intermediate district but not as a part of a cooperative education
program, the following apply:

(i) If the public school academy provides instruction for at least 1/2 of the class hours specified in subdivision (q),
the public school academy shall receive as its prorated share of the full-time equated membership for each of those
pupils an amount equal to 1 times the product of the hours of instruction the public school academy provides divided
by the number of hours specified in subdivision (q) for full-time equivalency, and the remainder of the full-time
membership for each of those pupils shall be allocated to the district or intermediate district providing the remainder
of the hours of instruction.

(ii) If the public school academy provides instruction for less than 1/2 of the class hours specified in subdivision (q),
the district or intermediate district providing the remainder of the hours of instruction shall receive as its prorated share
of the full-time equated membership for each of those pupils an amount equal to 1 times the product of the hours of
instruction the district or intermediate district provides divided by the number of hours specified in subdivision (q) for
full-time equivalency, and the remainder of the full-time membership for each of those pupils shall be allocated to the
public school academy.

(o) An individual less than 16 years of age as of September 1 of the current school year who is being educated in an
alternative education program shall not be counted in membership if there are also adult education participants being
educated in the same program or classroom.

(p) The department shall give a uniform interpretation of full-time and part-time memberships.

(q) The number of class hours used to calculate full-time equated memberships shall be consistent with section 101(3).
In determining full-time equated memberships for pupils who are enrolled in a postsecondary institution, a pupil shall
not be considered to be less than a full-time equated pupil solely because of the effect of his or her postsecondary
enrollment, including necessary travel time, on the number of class hours provided by the district to the pupil.

(r) Full-time equated memberships for pupils in kindergarten shall be determined by dividing the number of class hours
scheduled and provided per year per kindergarten pupil by a number equal to 1/2 the number used for determining
full-time equated memberships for pupils in grades 1 to 12.

(s) For a district, university school, or public school academy that has pupils enrolled in a grade level that was not
offered by the district, university school, or public school academy in the immediately preceding school year, the
number of pupils enrolled in that grade level to be counted in membership is the average of the number of those pupils
enrolled and in regular daily attendance on the pupil membership count day and the supplemental count day of the
current school year, as determined by the department. Membership shall be calculated by adding the number of pupils
registered for attendance in that grade level on the pupil membership count day plus pupils received by transfer and
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minus pupils lost as defined by rules promulgated by the superintendent, and as corrected by subsequent departmen
audit, plus the final audited count from the supplemental count day for the current school year, and dividing that sum
by 2.

(t) A pupil enrolled in a cooperative education program may be counted in membership in the pupil’'s district of
residence with the written approval of all parties to the cooperative agreement.

(u) If, as a result of a disciplinary action, a district determines through the district's alternative or disciplinary
education program that the best instructional placement for a pupil is in the pupil’'s home or otherwise apart from the
general school population, if that placement is authorized in writing by the district superintendent and district
alternative or disciplinary education supervisor, and if the district provides appropriate instruction as described in this
subdivision to the pupil at the pupil’s home or otherwise apart from the general school population, the district may
count the pupil in membership on a pro rata basis, with the proration based on the number of hours of instruction the
district actually provides to the pupil divided by the number of hours specified in subdivision (q) for full-time
equivalency. For the purposes of this subdivision, a district shall be considered to be providing appropriate instruction
if all of the following are met:

(i) The district provides at least 2 nonconsecutive hours of instruction per week to the pupil at the pupil’'s home or
otherwise apart from the general school population under the supervision of a certificated teacher.

(ii) The district provides instructional materials, resources, and supplies, except computers, that are comparable to
those otherwise provided in the district’'s alternative education program.

(i) Course content is comparable to that in the district’s alternative education program.

(iv) Credit earned is awarded to the pupil and placed on the pupil’s transcript.

(v) A pupil enrolled in an alternative or disciplinary education program described in section 25 shall be counted in
membership in the district or public school academy that expelled the pupil.

(w) If a pupil was enrolled in a public school academy on the pupil membership count day, if the public school
academy’s contract with its authorizing body is revoked or the public school academy otherwise ceases to operate, and
if the pupil enrolls in a district within 45 days after the pupil membership count day, the department shall adjust the
district’s pupil count for the pupil membership count day to include the pupil in the count.

(x) For a public school academy that has been in operation for at least 2 years and that suspended operations for a
least 1 semester and is resuming operations, membership is the sum of the product of .75 times the number of full-time
equated pupils in grades K to 12 actually enrolled and in regular daily attendance on the first pupil membership count
day or supplemental count day, whichever is first, occurring after operations resume, plus the product of .25 times the
final audited count from the most recent pupil membership count day or supplemental count day that occurred before
suspending operations, as determined by the superintendent.

(y) If a district’'s membership for a particular fiscal year, as otherwise calculated under this subsection, would be less
than 1,550 pupils and the district has 4.5 or fewer pupils per square mile, as determined by the department, and if the
district does not receive funding under section 22d, the district's membership shall be considered to be the membership
figure calculated under this subdivision. If a district educates and counts in its membership pupils in grades 9 to 12 who
reside in a contiguous district that does not operate grades 9 to 12 and if 1 or both of the affected districts request the
department to use the determination allowed under this sentence, the department shall include the square mileage o
both districts in determining the number of pupils per square mile for each of the districts for the purposes of this
subdivision. The membership figure calculated under this subdivision is the greater of the following:

(i) The average of the district's membership for the 3-fiscal-year period ending with that fiscal year, calculated by
adding the district’s actual membership for each of those 3 fiscal years, as otherwise calculated under this subsection,
and dividing the sum of those 3 membership figures by 3.

(ii) The district’'s actual membership for that fiscal year as otherwise calculated under this subsection.

(2) If a public school academy that is not in its first or second year of operation closes at the end of a school year
and does not reopen for the next school year, the department shall adjust the membership count of the district in which
a former pupil of the public school academy enrolls and is in regular daily attendance for the next school year to ensure
that the district receives the same amount of membership aid for the pupil as if the pupil were counted in the district
on the supplemental count day of the preceding school year.

(aa) Full-time equated memberships for preprimary-aged special education pupils who are not enrolled in kindergarten
but are enrolled in a classroom program under R 340.1754 of the Michigan administrative code shall be determined by
dividing the number of class hours scheduled and provided per year by 450. Full-time equated memberships for
preprimary-aged special education pupils who are not enrolled in kindergarten but are receiving honclassroom services
under R 340.1755 of the Michigan administrative code shall be determined by dividing the number of hours of service
scheduled and provided per year per pupil by 180.

bb i hips—forpupi ired within
led in the
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: enrolled in
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(BB) e6}A pupil of a district that begins its school year after Labor day who is enrolled in an intermediate district
program that begins before Labor day shall not be considered to be less than a full-time pupil solely due to instructional
time scheduled but not attended by the pupil before Labor day.

(5) “Public school academy” means a public school academy, urban high school academy, or strict discipline academy
operating under the revised school code.

(6) “Pupil” means a person in membership in a public school. A district must have the approval of the pupil’s district
of residence to count the pupil in membership, except approval by the pupil’s district of residence is not required for
any of the following:

(a) A nonpublic part-time pupil enrolled in grades 1 to 12 in accordance with section 166b.

(b) A pupil receiving 1/2 or less of his or her instruction in a district other than the pupil’s district of residence.

(c) A pupil enrolled in a public school academy or university school.

(d) A pupil enrolled in a district other than the pupil’s district of residence under an intermediate district schools of
choice pilot program as described in section 91a or former section 91 if the intermediate district and its constituent
districts have been exempted from section 105.

(e) A pupil enrolled in a district other than the pupil’s district of residence if the pupil is enrolled in accordance with
section 105 or 105c.

(f) A pupil who has made an official written complaint or whose parent or legal guardian has made an official written
complaint to law enforcement officials and to school officials of the pupil’s district of residence that the pupil has been
the victim of a criminal sexual assault or other serious assault, if the official complaint either indicates that the assault
occurred at school or that the assault was committed by 1 or more other pupils enrolled in the school the pupil would
otherwise attend in the district of residence or by an employee of the district of residence. A person who intentionally
makes a false report of a crime to law enforcement officials for the purposes of this subdivision is subject to section 411a
of the Michigan penal code, 1931 PA 328, MCL 750.411a, which provides criminal penalties for that conduct. As used
in this subdivision:

(i) “At school” means in a classroom, elsewhere on school premises, on a school bus or other school-related vehicle,
or at a school-sponsored activity or event whether or not it is held on school premises.

(ii) “Serious assault” means an act that constitutes a felony violation of chapter XI of the Michigan penal code, 1931
PA 328, MCL 750.81 to 750.90g, or that constitutes an assault and infliction of serious or aggravated injury under
section 81a of the Michigan penal code, 1931 PA 328, MCL 750.81a.

(g9) A pupil whose district of residence changed after the pupil membership count day and before the supplemental
count day and who continues to be enrolled on the supplemental count day as a nonresident in the district in which he
or she was enrolled as a resident on the pupil membership count day of the same school year.

(h) A pupil enrolled in an alternative education program operated by a district other than his or her district of
residence who meets 1 or more of the following:

(i) The pupil has been suspended or expelled from his or her district of residence for any reason, including, but not
limited to, a suspension or expulsion under section 1310, 1311, or 1311a of the revised school code, MCL 380.1310,
380.1311, and 380.1311a.

(i) The pupil had previously dropped out of school.

(iiif) The pupil is pregnant or is a parent.

(iv) The pupil has been referred to the program by a court.

(i) A pupil enrolled in the Michigan virtual high school, for the pupil’s enroliment in the Michigan virtual high
school.

(i) A pupil who is the child of a person who is employed by the district. As used in this subdivision, “child” includes
an adopted child, stepchild, or legal ward.

(K) AN EXPELLED PUPIL WHO HAS BEEN DENIED REINSTATEMENT BY THE EXPELLING
DISTRICT AND IS REINSTATED BY ANOTHER SCHOOL BOARD UNDER SECTION 1311 OR 1311A OF
THE REVISED SCHOOL CODE, MCL 380.1311 AND 380.1311A.

() A PUPIL ENROLLED IN A DISTRICT OTHER THAN THE PUPIL'S DISTRICT OF RESIDENCE IN A
PROGRAM DESCRIBED IN SECTION 64 IF THE PUPIL'S DISTRICT OF RESIDENCE AND THE
ENROLLING DISTRICT ARE BOTH CONSTITUENT DISTRICTS OF THE SAME INTERMEDIATE
DISTRICT.

However, if a district that is not a first class district educates pupils who reside in a first class district and if the
primary instructional site for those pupils is located within the boundaries of the first class district, the educating
district must have the approval of the first class district to count those pupils in membership. As used in this
subsection, “first class district” means a district organized as a school district of the first class under the revised school
code.
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(7) “Pupil membership count day” of a district or intermediate district means:

(a) Except as provided in subdivision (b), the fourth Wednesday after Labor day each school year or, for a district
or building in which school is not in session on that Wednedoldfz TO CONDITIONS NOT WITHIN THE
CONTROL OF SCHOOL AUTHORITIES , with the approval of the superintendent, the immediately following day
on which school is in session in the district or building.

(b) For a district or intermediate district maintaining school during the entire school year, the following days:

(i) Fourth Wednesday in July.

(i) Fourth Wednesday after Labor day.

(iii) Second Wednesday in February.

(iv) Fourth Wednesday in April.

(8) “Pupils in grades K to 12 actually enrolled and in regular daily attendance” means pupils in grades K to 12 in
attendance and receiving instruction in all classes for which they are enrolled on the pupil membership count day or
the supplemental count day, as applicable. Except as otherwise provided in this subsection, a pupil who is absent from
any of the classes in which the pupil is enrolled on the pupil membership count day or supplemental count day and who
does not attend each of those classes during the 10 consecutive school days immediately following the pupil
membership count day or supplemental count day, except for a pupil who has been excused by the district, shall not
be counted as 1.0 full-time equated membership. A pupil who is excused from attendance on the pupil membership
count day or supplemental count day and who fails to attend each of the classes in which the pupil is enrolled within
30 calendar days after the pupil membership count day or supplemental count day shall not be counted as 1.0 full-time
equated membership. In addition, a pupil who was enrolled and in attendance in a district, intermediate district, or
public school academy before the pupil membership count day or supplemental count day of a particular year but was
expelled or suspended on the pupil membership count day or supplemental count day shall only be counted as 1.0 full-time
equated membership if the pupil resumed attendance in the district, intermediate district, or public school academy
within 45 days after the pupil membership count day or supplemental count day of that particular year. Pupils not
counted as 1.0 full-time equated membership due to an absence from a class shall be counted as a prorated membersh
for the classes the pupil attended. For purposes of this subsection, “class” means a period of time in 1 day when pupils
and a certificated teacher or legally qualified substitute teacher are together and instruction is taking place.

(9) “Rule” means a rule promulgated pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL
24.201 to 24.328.

(10) “The revised school code” means 1976 PA 451, MCL 380.1 to 380.1852.

(11) “School fiscal year” means a fiscal year that commences July 1 and continues through June 30.

(12) “State board” means the state board of education.

(13) “Superintendent”, unless the context clearly refers to a district or intermediate district superintendent, means
the superintendent of public instruction described in section 3 of article VIII of the state constitution of 1963.

(14) “Supplemental count day” means the day on which the supplemental pupil count is conducted under section 6a.
(15) “Tuition pupil” means a pupil of school age attending school in a district other than the pupil’s district of
residence for whom tuition may be charged. Tuition pupil does not include a pupil who is a special education pupil or

a pupil described in subsection (6)(d)-te({ ). A pupil’'s district of residence shall not require a high school tuition
pupil, as provided under section 111, to attend another school district after the pupil has been assigned to a school district

(16) “State school aid fund” means the state school aid fund established in section 11 of article IX of the state
constitution of 1963.

(17) “Taxable value” means the taxable value of property as determined under section 27a of the general property
tax act, 1893 PA 206, MCL 211.27a.

(18) “Textbook” means a book that is selected and approved by the governing board of a district and that contains a
presentation of principles of a subject, or that is a literary work relevant to the study of a subject required for the use
of classroom pupils, or another type of course material that forms the basis of classroom instruction.

(19) “Total state aid” or “total state school aid” means the total combined amount of all funds due to a district,
intermediate district, or other entity under all of the provisions of this act.

(20) “University school” means an instructional program operated by a public university under section 23 that meets
the requirements of section 23.

Sec. 6a. Except as otherwise provided in this act, in addition to the pupil membership count day, there shall be a
supplemental pupil count of the number of full-time equated pupils in grades K-12 actually enrolled and in regular
daily attendance in a district or intermediate district on the second Wednesday in February or, for a district that is not
in session on that daQYyUE TO CONDITIONS NOT WITHIN THE CONTROL OF SCHOOL AUTHORITIES,

WITH THE APPROVAL OF THE SUPERINTENDENT , the immediately-preeediigOLLOWING day on which
the district is in session. For the purposes of this act, the day on which the supplemental pupil count is conducted is
the supplemental count day.
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R THE FISCAL YEAR ENDING SEPTEMBER 30 2008 THERE IS

$3484-800-00from-thegeneralfurkO

APPROPRIATED FOR THE PUBLIC SCHOOLS OF THIS STATE AND CERTAIN OTHER STATE
PURPOSES RELATING TO EDUCATION THE SUM OF $11,493,064,200.00 FROM THE STATE SCHOOL
AID FUND ESTABLISHED BY SECTION 11 OF ARTICLE IX OF THE STATE CONSTITUTION OF 1963
AND THE SUM OF $34,909,600.00 FROM THE GENERAL FUND.In addition, available federal funds are appro-

prlated for the f|scal year endmg September 30 2998—Fu-nds—a-pp¢ep#ated4+ndet—th+s—seeﬂen—a;e—aﬂeeated—as follows:

0 i 4%a and 98b,
A enditions, an
B i ) 007.

(2) The appropr|at|ons under th|s sectlon shaII be aIIocated as prowded in thls act Money appropnated under this
section from the general fund shall be expended to fund the purposes of this act before the expenditure of money
appropriated under this section from the state school aid fund. If the maximum amount appropriated under this section
from the state school aid fund for a fiscal year exceeds the amount necessary to fully fund allocations under this act
from the state school aid fund, that excess amount shall not be expended in that state fiscal year and shall not lapse t
the general fund, but instead shall be deposited into the school aid stabilization fund created in section 11a.

(3) If the maximum amount appropriated under this section from the state school aid fund and the school aid
stabilization fund for a fiscal year exceeds the amount available for expenditure from the state school aid fund for that
fiscal year, payments under sections 11f, 11g, 11j, 22a, 26a, 26b, 31d, 31f, 51a(2), 51a(12), 51c, 53a, and 56 shall be
made in full. In addition, for districts beginning operations after 1994-95 that qualify for payments under section 22b,
payments under section 22b shall be made so that the qualifying districts receive the lesser of an amount equal to the
1994-95 foundation allowance of the district in which the district beginning operations after 1994-95 is located or
$5,500.00. The amount of the payment to be made under section 22b for these qualifying districts shall be as calculated
under section 22a, with the balance of the payment under section 22b being subject to the proration otherwise provided
under this subsection and subsection (4). If proration is necessary, state payments under each of the other sections ¢
this act from all state funding sources shall be prorated in the manner prescribed in subsection (4) as necessary tc
reflect the amount available for expenditure from the state school aid fund for the affected fiscal year. However, if the
department of treasury determines that proration will be required under this subsection, or if the department of treasury
determines that further proration is required under this subsection after an initial proration has already been made for
a fiscal year, the department of treasury shall notify the state budget director, and the state budget director shall notify
the legislature at least 30 calendar days or 6 legislative session days, whichever is more, before the department reduce
any payments under this act because of the proration. During the 30 calendar day or 6 legislative session day period
after that notification by the state budget director, the department shall not reduce any payments under this act becaust
of proration under this subsection. The legislature may prevent proration from occurring by, within the 30 calendar day
or 6 legislative session day period after that notification by the state budget director, enacting legislation appropriating
additional funds from the general fund, countercyclical budget and economic stabilization fund, state school aid fund
balance, or another source to fund the amount of the projected shortfall.

(4) If proration is necessatyNDER SUBSECTION (3), the department shall calculate the proration in district and
intermediate district payments that is required under subsection (3) as follows:

(a) The department shall calculate the percentage of total state school aid allocated under this act for the affected
fiscal year for each of the following:

(i) Districts.

(ii) Intermediate districts.

(iit) Entities other than districts or intermediate districts.

(b) The department shall recover a percentage of the proration amount required under subsection (3) that is equal tc
the percentage calculated under subdivisionX&pf districts by reducing payments to districts. This reduction shall
be made by calculating an equal dollar amount per pupil as necessary to recover this percentage of the proration
amount and reducing each district’s total state school aid from state sources, other than payments under sections 11f
11g, 11j, 22a, 26a, 26b, 31d, 31f, 51a(2), 51a(12), 51c, and 53a, by that amount.

(c) The department shall recover a percentage of the proration amount required under subsection (3) that is equal tc
the percentage calculated under subdivisioniijajér intermediate districts by reducing payments to intermediate
districts. This reduction shall be made by reducing the payments to each intermediate district, other than payments
under sections 11f, 11g, 26a, 26b, 51a(2), 51a(12), 53a, and 56, on an equal percentage basis.

(d) The department shall recover a percentage of the proration amount required under subsection (3) that is equal tc
the percentage calculated under subdivisioniifq)for entities other than districts and intermediate districts by
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reducing payments to these entities. This reduction shall be made by reducing the payments to each of these entities
other than payments under sections 11j, 26a, and 26b, on an equal percentage basis.

(5) Except for the allocation under section 26a, any general fund allocations under this act that are not expended by
the end of the state fiscal year are transferred to the school aid stabilization fund created under section 1la.

Sec. 1l1a. (1) The school aid stabilization fund is created as a separate account within the state school aid fund
established by section 11 of article IX of the state constitution of 1963.

(2) The state treasurer may receive money or other assets from any source for deposit into the school aid stabilization
fund. The state treasurer shall deposit into the school aid stabilization fund all of the following:

(a) Unexpended and unencumbered state school aid fund revenue for a fiscal year that remains in the state schoo
aid fund as of the bookclosing for that fiscal year.

(b) Money statutorily dedicated to the school aid stabilization fund.

(c) Money appropriated to the school aid stabilization fund.

(3) Money available in the school aid stabilization fund may not be expended without a specific appropriation from
the school aid stabilization fund. Money in the school aid stabilization fund shall be expended only for purposes for
which state school aid fund money may be expended.

(4) The state treasurer shall direct the investment of the school aid stabilization fund. The state treasurer shall credit
to the school aid stabilization fund interest and earnings from fund investments.

(5) Money in the school aid stabilization fund at the close of a fiscal year shall remain in the school aid stabilization
fund and shall not lapse to the unreserved school aid fund balance or the general fund.

(6) If the maximum amount appropriated under section 11 from the state school aid fund for a fiscal year exceeds
the amount available for expenditure from the state school aid fund for that fiscal year, there is appropriated from the
school aid stabilization fund to the state school aid fund an amount equal to the projected shortfall as determined by
the department of treasury, but not to exceed available money in the school aid stabilization fund. If the money in the
school aid stabilization fund is insufficient to fully fund an amount equal to the projected shortfall, the state budget
director shall notify the legislature as required under section 11(3) and state payments in an amount equal to the
remainder of the projected shortfall shall be prorated in the manner provided under section 11(4).

(7) For-2006-20602007-2008 there istransterredPPROPRIATED from the school aid stabilization fund to the
state school aid fund the amount necessary to fully fund the allocations under this act.

Sec. 11f. (1) From the appropriations under section 11, there is allocated for the purposes of this section an amount
not to exceed $32,000,000.00 for the fiscal year endmg—Sep&embe#@O—@G@J—and%#e&eh—s&eeeed#@mscal y
th-reug-h—t-he—ﬁpssa-l—qa-r—eqm-ngSeptember 30, 2008. Payments under this section will cease after September 30, 2008.
These allocations are for paying the amounts described in subsection (4) to districts and intermediate districts, other
than those receiving a lump sum payment under subsection (2), that were not plaintiffs in the consolidated cases known
as Durantv State of MichiganMichigan supreme court docket no. 104458-104492 and that, on or before March 2,
1998, submitted to the state treasurer a board resolution waiving any right or interest the district or intermediataglistrict h
or may have in any claim or litigation based on or arising out of any claim or potential claim through September 30,
1997 that is or was similar to the claims asserted by the plaintiffs in the consolidated cases known tas Statan
of Michigan The waiver resolution shall be in form and substance as required under subsection (7). The state treasurer
is authorized to accept such a waiver resolution on behalf of this state. The amounts described in this subsection
represent offers of settlement and compromise of any claim or claims that were or could have been asserted by these
districts and intermediate districts, as described in this subsection.

(2) In addition to any other money appropriated under this act, there was appropriated from the state school aid fund
an amount not to exceed $1,700,000.00 for the fiscal year ending September 30, 1999. This appropriation was for
paying the amounts described in this subsection to districts and intermediate districts that were not plaintiffs in the
consolidated cases known as Duran$tate of Michiganpthat, on or before March 2, 1998, submitted to the state
treasurer a board resolution waiving any right or interest the district or intermediate district had or may have had in
any claim or litigation based on or arising out of any claim or potential claim through September 30, 1997 that is or
was similar to the claims asserted by the plaintiffs in the consolidated cases known asy[Biedatof Michiganand
for which the total amount listed in section 11h and paid under this section was less than $75,000.00. For a district or
intermediate district qualifying for a payment under this subsection, the entire amount listed for the district or
intermediate district in section 11h was paid in a lump sum on November 15, 1998 or on the next business day
following that date. The amounts paid under this subsection represent offers of settlement and compromise of any
claim or claims that were or could have been asserted by these districts and intermediate districts, as described in this
subsection.

(3) This section does not create any obligation or liability of this state to any district or intermediate district that
does not submit a waiver resolution described in this section. This section, any other provision of this act, and section 353e
of the management and budget act, 1984 PA 431, MCL 18.1353e, are not intended to admit liability or waive any
defense that is or would be available to this state or its agencies, employees, or agents in any litigation or future
litigation with a district or intermediate district.
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(4) The amount paid each fiscal year to each district or intermediate district under subsection (1) shall be 1/20 of the
total amount listed in section 11h for each listed district or intermediate district that qualifies for a payment under
subsection (1). The amounts listed in section 11h and paid in part under this subsection and in a lump sum under
subsection (2) are offers of settlement and compromise to each of these districts or intermediate districts to resolve, in
their entirety, any claim or claims that these districts or intermediate districts may have asserted for violations of
section 29 of article I1X of the state constitution of 1963 through September 30, 1997, which claims are or were similar
to the claims asserted by the plaintiffs in the consolidated cases known as D&tam¢ of MichiganThis section,
any other provision of this act, and section 353e of the management and budget act, 1984 PA 431, MCL 18.1353e, shall
not be construed to constitute an admission of liability to the districts or intermediate districts listed in section 11h or
a waiver of any defense that is or would have been available to the state or its agencies, employees, or agents in an'
litigation or future litigation with a district or intermediate district.

(5) The entire amount of each payment under subsection (1) each fiscal year shall be paid on November 15 of the
applicable fiscal year or on the next business day following that date.

(6) Funds paid to a district or intermediate district under this section shall be used only for textbooks, electronic
instructional material, software, technology, infrastructure or infrastructure improvements, school buses, school
security, training for technology, an early intervening program described in subsection (8), or to pay debt service on
voter-approvedbonds issued by the district or intermediate district before the effective date of this section. For
intermediate districts only, funds paid under this section may also be used for other nonrecurring instructional
expenditures including, but not limited to, nonrecurring instructional expenditures for vocational education, or for debt
service for acquisition of technology for academic support services. Funds received by an intermediate district under
this section may be used for projects conducted for the benefit of its constituent districts at the discretion of the
intermediate board. To the extent payments under this section are used by a district or intermediate district to pay debt
service on debt payable from millage revenues, and to the extent permitted by law, the district or intermediate district
may make a corresponding reduction in the number of mills levied for that debt service.

(7) The resolution to be adopted and submitted by a district or intermediate district under this section and section 11g
shall read as follows:

“Whereas, the board of (name of district or intermediate district) desires to settle and
compromise, in their entirety, any claim or claims that the district (or intermediate district) has or had for violations
of section 29 of article 1X of the state constitution of 1963, which claim or claims are or were similar to the claims
asserted by the plaintiffs in the consolidated cases known as Dui@rgte of Michigan Michigan supreme court
docket no. 104458-104492.

Whereas, the district (or intermediate district) agrees to settle and compromise these claims for the consideration
described in sections 11f and 11g of the state school aid act of 1979, 1979 PA 94, MCL 388.1611f and 388.1611g, and
in the amount specified for the district (or intermediate district) in section 11h of the state school aid act of 1979, 1979
PA 94, MCL 388.1611h.

Whereas, the board of (name of district or intermediate district) is authorized to adopt this
resolution.

Now, therefore, be it resolved as follows:

1. The board of (name of district or intermediate district) waives any right or interest it may

have in any claim or potential claim through September 30, 1997 relating to the amount of funding the district or
intermediate district is, or may have been, entitled to receive under the state school aid act of 1979, 1979 PA 94, MCL
388.1601 to 388.1772, or any other source of state funding, by reason of the application of section 29 of article 1X of
the state constitution of 1963, which claims or potential claims are or were similar to the claims asserted by the plaintiffs
in the consolidated cases known as Dura®tate of MichiganMichigan supreme court docket no. 104458-104492.

2. The board of (name of district or intermediate district) directs its secretary to submit a
certified copy of this resolution to the state treasurer no later than 5 p.m. eastern standard time on March 2, 1998, and
agrees that it will not take any action to amend or rescind this resolution.

3. The board of (name of district or intermediate district) expressly agrees and understands
that, if it takes any action to amend or rescind this resolution, the state, its agencies, employees, and agents shall hav
available to them any privilege, immunity, and/or defense that would otherwise have been available had the claims or
potential claims been actually litigated in any forum.

4. This resolution is contingent on continued payments by the state each fiscal year as determined under sections 11
and 11g of the state school aid act of 1979, 1979 PA 94, MCL 388.1611f and 388.1611g. However, this resolution shall
be an irrevocable waiver of any claim to amounts actually received by the school district or intermediate school district
under sections 11f and 11g of the state school aid act of 1979.”.

(8) An early intervening program that uses funds received under this section shall meet either or both of the following:
(a) Shall monitor individual pupil learning for pupils in grades K to 3 and provide specific support or learning
strategies to pupils in grades K to 3 as early as possible in order to reduce the need for special education placement

The program shall include literacy and numeracy suppetsory motor skill developmetiighavior supportsnstructional
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consultation for teachers, and the development of a parent/siegtaoning plan. Specific suppoot learningstrategies

may include support in or out of the general classrgoareas including reading, writingjath, visual memorymotor

skill development, behavior, or language development. These would be provided based on an understanding of the
individual child’s learning needs.

(b) Shall provide early intervening strategies for pupils in grades K to 3 using school-wide systems of academic and
behavioral supports and shall be scientifically research-based. The strategies to be provided shall include at least pupil
performance indicators based upon response to intervention, instructional consultation for teachers, and ongoing progres:
monitoring. A school-wide system of academic and behavioral support should be based on a support team available to
the classroom teachers. The members of this team could include the principal, special education staff, reading teachers
and other appropriate personnel who would be available to systematically study the needs of the individual child and
work with the teacher to match mstructlon to the needs of the mdrvrdual Chl|d

20074—andfor the fiscal year ending September 30, 2008 .and an amount not to exceed $42 000 000. 00 for each
succeedrng frscal year through the fiscal year endrng September 30 2015 after which these payments wil-cease. If the
. v detured debt

paying the amounts descrrbed in subsectron (3) to drstrlcts and mtermedrate drstrlcts other than those receiving a
lump-sum payment under section 11f(2), that were not plaintiffs in the consolidated cases known as Btatnof
Michigan, Michigan supreme court docket no. 104458-104492 and that, on or before March 2, 1998, submitted to the
state treasurer a waiver resolution described in section 11f. The amounts paid under this section represent offers of
settlement and compromise of any claim or claims that were or could have been asserted by these districts and
intermediate districts, as described in this section.

(2) This section does not create any obligation or liability of this state to any district or intermediate district that
does not submit a waiver resolution described in section 11f. This section, any other provision of this act, and section 353e
of the management and budget act, 1984 PA 431, MCL 18.1353e, are not intended to admit liability or waive any
defense that is or would be available to this state or its agencies, employees, or agents in any litigation or future
litigation with a district or intermediate district regarding these claims or potential claims.

(3) The amount paid each fiscal year to each district or intermediate district under this section shall be 1 of the
following:

(a) If the district or intermediate district does not borrow money and issue bonds under section 11i, 1/30 of the total
amount listed in section 11h for the district or intermediate district through the fiscal year ending September 30, 2013.

(b) If the district or intermediate district borrows money and issues bonds under section 11i, an amount in each fiscal
year calculated by the department of treasury that is equal to the debt service amount in that fiscal year on the bonds
issued by that district or intermediate district under section 11i and that will result in the total payments made to all
districts and intermediate districts in each fiscal year under this section being no more than the amount appropriated
under this section in each fiscal year.

(4) The entire amount of each payment under this section each fiscal year shall be paid on May 15 of the applicable
fiscal year or on the next business day following that date. If a district or intermediate district borrows money and
issues bonds under section 11i, the district or intermediate district shall use funds received under this section to pay
debt service on bonds issued under section 11i. If a district or intermediate district does not borrow money and issue
bonds under section 11i, the district or intermediate district shall use funds received under this section only for the
following purposes, in the following order of priority:

(a) First, to pay debt service on voter-approved bonds issued by the district or intermediate district before the
effective date of this section.

(b) Second, to pay debt service on other limited tax obligations.

(c) Third, for deposit into a sinking fund established by the district or intermediate district under the revised school
code.

(5) To the extent payments under this section are used by a district or intermediate district to pay debt service on
debt payable from millage revenues, and to the extent permitted by law, the district or intermediate district may make
a corresponding reduction in the number of mills levied for debt service.

(6) A district or intermediate district may pledge or assign payments under this section as security for bonds issued
under section 11i, but shall not otherwise pledge or assign payments under this section.
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THE APPROPRIATION IN SECTION 11 THERE IS ALLOCATED an amount not to exceed $1,900,000A@R
2007-2008for payments to the school loan bond redemption fund in the department of treasury on behalf of districts
and intermediate districts. Notwithstanding section 11 or any other provision of this act, funds allocated under this
section are not subject to proration and shall be paid in full.

Sec. 11k. For20886-2002007-2008 there is appropriated from the general fund to the school loan revolving fund
an amount equal to the amount of school bond loans assigned to the Michigan municipal bond authority, not to exceed
the total amount of school bond loans held in reserve as long-term assets. As used in this section, “school loan
revolving fund” means that fund created in section 16c of the shared credit rating act, 1985 PA 227, MCL 141.1066c.

Sec. 11m. From the appropriations in section 11, there is allocated—e+28686200072008an amount not to
exceed $22,800,000.00 for fiscal year cash-flow borrowing costs solely related to the state school aid fund established
by section 11 of article 1X of the state constitution of 1963.

Sec. 15. (1) If a district or intermediate district fails to receive its proper apportionment, the department, upon
satisfactory proof that the district or intermediate district was entitled justly, shall apportion the deficiency in the next
apportionment. Subject to subsections (2) and (3), if a district or intermediate district has received more than its proper
apportionment, the department, upon satisfactory proof, shall deduct the excess in the next apportionment. Notwithstanding
any other provision in this act, state aid overpayments to a district, other than overpayments in payments for special
education or special education transportation, may be recovered from any payment made under this act other than &
special education or special education transportation payment. State aid overpayments made in special education o
special education transportation payments may be recovered from subsequent special education or special educatiol
transportation payments.

(2) If the result of an audit conducted by or for the department affects the current fiscal year membership, affected
payments shall be adjusted in the current fiscal year. A deduction due to an adjustment made as a result of an audit
conducted by or for the department, or as a result of information obtained by the department from the district, an
intermediate district, the department of treasury, or the office of auditor general, shall be deducted from the district’s
apportionments—within-the—rextfiscabyr—afterthefiscalgar—i—whichWHEN the adjustment is finalized. At the
request of the district and upon the district presenting evidence satisfactory to the department of the hardship, the
department may grant up to an additional 4 years for the adjustment if the district would otherwise experience a
significant hardship.

(3) If, because of the receipt of new or updated data, the department determines during a fiscal year that the amount
paid to a district or intermediate district under this act for a prior fiscal year was incorrect under the law in effect for
that year, the department may make the appropriate deduction or payment in the district's or intermediate district’'s
allocation for the fiscal year in which the determination is made. The deduction or payment shall be calculated
according to the law in effect in the fiscal year in which the improper amount was paid.

(4) Expenditures made by the department under this act that are caused by the write-off of prior year accruals may
be funded by revenue from the write-off of prior year accruals.

(5) In addition to funds appropriated in section 11 for all programs and services, there is apprep+ated—each fiscal
yearfor2005-2006-anrd2006—208DR 2007-2008 0r obligations in excess of applicable appropriations, an amount
equal to the collection of overpayments, but not to exceed amounts available from overpayments.

Sec. 17b. (1) Not later than October 20, November 20, December 20, January 20, February 20, March 20, April 20,
May 20, June 20, July 20, and August 20, the department shall prepare electronic files of the amount to be distributed
under this act in the installment to the districts and intermediate districts and deliver the electronic files to the state
treasurer, and the state treasurer shall pay the installments on each of those dates or, if the date is not a business da
on the next business day following that date. Except as otherwise provided in this act, the portion of the district’'s or
intermediate district’s state fiscal year entitlement to be mcIuded in each mstallment shall be—L/é.—l—FeH-he—f-t-scal period

dlstrlct shall accrue the payments received in July and August to the school f|scal year ending the immediately
preceding June 30.

(2) The state treasurer shall make payment under this section by drawing a warrant in favor of the treasurer of each
district or intermediate district for the amount payable to the district or intermediate district according to the electronic
files and delivering the warrant to the treasurer of each district or intermediate district, or if the state treasurer receives
a written request by the treasurer of the district or intermediate district specifying an account, by electronic funds
transfer to that account of the amount payable to the district or intermediate district according to the electronic files.
The department may make adjustments in payments made under this section through additional payments when change
in law or errors in computation cause the regularly scheduled payment to be less than the amount to which the district
or intermediate district is entitled pursuant to this act.

(3) Except as otherwise provided in this act, grant payments to districts and intermediate districts under this act shall

be paid according to the installment schedule under subsectichb—e+the-fiscalperod-begirnrirg-Osteberl, 2007 and
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(4) Upon the wntten request of a dlstrlct or mtermedrate dlstrlct and the subm|SS|on of proof satisfactory to the
department of a need of a temporary and nonrecurring nature, the superintendent, with the written concurrence of the
state treasurer and the state budget director, may authorize an advance release of funds due a district or intermediat
district under this act. An advance authorized under this subsection shall not cause funds to be paid to a district or
intermediate district more than 30 days earlier than the established payment date for those funds.

Sec. 18. (1) Except as provided in another section of this act, each district or other entity shall apply the money
received by the district or entity under this act to salaries and other compensation of teachers and other employees,
tuition, transportation, lighting, heating, ventilation, water service, the purchase of textbooks which are designated by
the board to be used in the schools under the board’s charge, other supplies, and any other school operating expenditure
defined in section 7. However, not more than 20% of the total amount received by a district under article 2 or
intermediate district under article 8 may be transferred by the board to either the capital projects fund or to the debt
retirement fund for debt service. The money shall not be applied or taken for a purpose other than as provided in this
section. The department shall determine the reasonableness of expendrtures and may withhold from a recipient of funds
under this act the apportionment otherwise S ‘ y ‘

a violation by the recipient.

(2) Within 30 days after a board or intermediate board adopts its annual operating budget for the following school
fiscal year, or after a board or intermediate board adopts a subsequent revision to that budget, the district or intermediate
district shall make the budget and subsequent budget revisions available on its website, or a district may make the
information available on its intermediate district’s website, in a form and manner prescribed by the department.

(3) For the purpose of determining the reasonableness of expenditures and whether a violation of this act has
occurred, the department shall require that each district and intermediate district have an audit of the district's or
intermediate district’s financial and pupil accounting records conducted at least annually at the expense of the district
or intermediate district, as applicable, by a certified public accountant or by the intermediate district superintendent,
as may be required by the department, or in the case of a district of the first class by a certified public accountant, the
intermediate superintendent, or the auditor general of the city. An intermediate district’s annual financial audit shall be
accompanied by the intermediate district's pupil accounting procedures report. A district’s or intermediate district’s
annual financial audit shall include an analysis of the financial and pupil accounting data used as the basis for
distribution of state school aid. The pupil accounting records and reports, audits, and management letters are subjeci
to requirements established in the auditing and accounting manuals approved and published by the department. Excep
as otherwise provided in this subsection, a district shall file the annual financial audit reports with the intermediate
district not later than 120 days after the end of each school fiscal year and the intermediate district shall forward the
annual financial audit reports for its constituent districts and for the intermediate district, and the pupil accounting
procedures report for the pupil membership count day and supplemental count day, to the department not later than
November 15 of each year. The annual financial audit reports and pupil accounting procedures reports shall be
available to the public in compliance with the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246. Not
later than Decembe+31 of each year, the department shall notify the state budget director and the legislative
appropriations subcommittees responsible for review of the school aid budget of districts and intermediate districts that
have not filed an annual financial audit and pupil accounting procedures report required under this section for the
school year ending in the immediately preceding fiscal year.

(4) By November 15 of each year, each district and intermediate district shall submit to the center, in a manner
prescribed by the center, annual comprehensive flnancral data consistent with accounting manuals and charts of
accounts approved and published by the departmetactife-w :
intermediate district, the report shall also contain the WebS|te address Where the department can access the repor
required undersection 620 of the revised school code, MCL 380.6RPAE DEPARTMENT SHALL ENSURE
THAT THE PRESCRIBED MICHIGAN PUBLIC SCHOOL ACCOUNTING MANUAL CHART OF
ACCOUNTS INCLUDES STANDARD CONVENTIONS TO DISTINGUISH EXPENDITURES BY
ALLOWABLE FUND FUNCTION AND OBJECT. THE FUNCTIONS SHALL INCLUDE AT MINIMUM
CATEGORIES FOR INSTRUCTION, PUPIL SUPPORT, INSTRUCTIONAL STAFF SUPPORT, GENERAL
ADMINISTRATION, SCHOOL ADMINISTRATION, BUSINESS ADMINISTRATION, TRANSPORTATION,

FACILITIES OPERATION AND MAINTENANCE, FACILITIES ACQUISITION, AND DEBT SERVICE;
AND SHALL INCLUDE OBJECT CLASSIFICATIONS OF SALARY, BENEFITS, INCLUDING
CATEGORIES FOR ACTIVE EMPLOYEE MEDICAL, OPTICAL, AND DENTAL EXPENDITURES,
PURCHASED SERVICES, SUPPLIES, CAPITAL OUTLAY, AND OTHER. DISTRICTS SHALL REPORT
THE REQUIRED LEVEL OF DETAIL CONSISTENT WITH THE MANUAL AS PART OF THE
COMPREHENSIVE ANNUAL FINANCIAL REPORT. THE DEPARTMENT SHALL MAKE THIS
INFORMATION AVAILABLE ONLINE TO DISTRICTS AND INTERMEDIATE DISTRICTS, AND SHALL
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INCLUDE PER-PUPIL AMOUNTS SPENT ON INSTRUCTION AND INSTRUCTIONAL SUPPORT
SERVICE FUNCTIONS, AND INDICATE HOW MUCH OF THOSE COSTS WERE ATTRIBUTABLE TO
SALARIES. DISTRICTS AND INTERMEDIATE DISTRICTS SHALL INCLUDE A LINK ON THEIR
WEBSITES TO THE WEBSITE WHERE THE DEPARTMENT POSTS THIS INFORMATION.

(5) By September 30 of each year, each district and intermediate district shall file with the department the special
education actual cost report, known as “SE-4096", on a form and in the manner prescribed by the department.

(6) By October 7 of each year, each district and intermediate district shall file with-the-depaCEIMHER the
transportation expenditure report, known as “SE-4094”, on a form and in the manner prescribed-by—the—-department
CENTER.

(7) The department shall review its pupil accounting and pupil auditing manuals at least annually and shall
periodically update those manuals to reflect changes in thiA&PART OF ITS ANNUAL REVIEW PROCESS
FOR 2007, NOT LATER THAN DECEMBER 31, 2007, THE DEPARTMENT SHALL REVISE THE PUPIL
AUDITING MANUAL TO ESTABLISH STANDARDIZED PROCEDURES AND PROCESSES FOR
AUDITING PUPIL EXIT STATUSES AND OTHER PUPIL DATA USED IN CALCULATING ANNUAL
GRADUATION AND PUPIL DROPOUT RATES.

(8) If a district that is a public school academy purchases property using money received under this act, the public
school academy shall retain ownership of the property unless the public school academy sells the property at fair
market value.

(9) If a district or intermediate district does not comply with subsection (3), (4), (5), or (6), the department shall
withhold all state school aid due to the district or intermediate district under this act, beginning with the next payment
due to the district or intermediate district, until the district or intermediate district complies with subsections (3), (4),
(5), and (6). If the district or intermediate district does not comply with subsections (3), (4), (5), and (6) by the end of
the fiscal year, the district or intermediate district forfeits the amount withheld.

Sec. 19. (1) A district shall comply with any requirements of sections 1204a, 1277, 1278, and 1280 of the revised
school code, MCL 380.1204a, 380.1277, 380.1278, and 380.1280, commonly referred to as “public act 25 of 1990”
that are not also required by the no child left behind act of 2001, Public Law 107-110, as determined by the department.

(2) Each district and intermediate district shall provide to the department, in a form and manner prescribed by the
department, information necessary for the development of an annual progress report on the required implementation of
sections 1204a, 1277, 1278, and 1280 of the revised school code, MCL 380.1204a, 380.1277, 380.1278, and 380.1280
commonly referred to as “public act 25 of 1990".

(3) A district or intermediate district shall comply with all applicable reporting requirements specified in state and
federal law. Data provided to the center, in a form and manner prescribed by the center, shall be aggregated and
disaggregated as required by state and federal law.

(4) Each district shall furnish to the center not later than 7 weeks after the pupil membership count day, in a manner
prescribed by the center, the information necessary for the preparation of the district and high school graduation report.
THIS INFORMATION SHALL MEET REQUIREMENTS ESTABLISHED IN THE PUPIL AUDITING MANUAL
APPROVED AND PUBLISHED BY THE DEPARTMENT. The center shall calculate an annual graduation and
pupil dropout rate for each high school, each district, and this state, in compliance with nationally recognized standards
for these calculations. The center shall report all graduation and dropout rates to the senate and house educatior
committees and appropriations committees, the state budget director, and the department not later than 30 days afte
the publication of the list described in subsection (8).

(5) By the first business day in December and by June 30 of each year, a district shall furnish to the center, in a
manner prescribed by the center, information related to educational personnel as necessary for reporting required by
state and federal law.

(6) By June 30 of each year, a district shall furnish to the center, in a manner prescribed by the center, information
related to safety practices and criminal incidents as necessary for reporting required by state and federal law.

(7) If a district or intermediate district fails to meet the requirements of subsection (2), (3), (4), (5), or (6), the
department shall withhold 5% of the total funds for which the district or intermediate district qualifies under this act
until the district or intermediate district complies with all of those subsections. If the district or intermediate district
does not comply with all of those subsections by the end of the fiscal year, the department shall place the amount
withheld in an escrow account until the district or intermediate district complies with all of those subsections.

(8) Before publishing a list of schools or districts determined to have failed to make adequate yearly progress as
required by the<federalo child left behind act of 2001, Public Law 107-110, the department shall allow a school or
district to appeal that determination. The department shall consider and act upon the appeal within 30 days after it is
submitted and shall not publish the list untll after aII appeals have been considered and decided.

Sec. 20. (1 6-:8M00R006-2007, the basic foundation
allowance is $7,085.06:OR 2007 2008 THE BASIC FOUNDATION ALLOWANCE IS $8,433.00.

(2) The amount of each district’s foundation allowance shall be calculated as provided in this section, using a basic
foundation allowance in the amount specified in subsection (1).
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(3) Except as otherwise provided in this section, the amount of a district’s foundation allowance shall be calculated
as follows, using in all calculations the total amount of the district’s foundation allowance as calculated before any
proration:

(A) FOR 2007-2008, FOR A DISTRICT THAT HAD A FOUNDATION ALLOWANCE FOR 2006-2007,
INCLUDING ANY ADJUSTMENT UNDER SUBDIVISION (F), THAT WAS AT LEAST EQUAL TO $7,108.00
BUT LESS THAN $8,385.00, THE DISTRICT SHALL RECEIVE A FOUNDATION ALLOWANCE IN AN
AMOUNT EQUAL TO THE SUM OF THE DISTRICT'S FOUNDATION ALLOWANCE FOR 2006-2007 PLUS
THE DIFFERENCE BETWEEN $96.00 AND [($48.00 MINUS $20.00) TIMES (THE DIFFERENCE BETWEEN
THE DISTRICT'S FOUNDATION ALLOWANCE FOR 2006-2007, INCLUDING ANY ADJUSTMENT UNDER
SUBDIVISION (F), AND $7,108.00) DIVIDED BY $1,325.00]. BEGINNING IN 2008-2009, FOR A DISTRICT
THAT HAD A FOUNDATION ALLOWANCE FOR THE IMMEDIATELY PRECEDING STATE FISCAL
YEAR THAT WAS AT LEAST EQUAL TO THE SUM OF $7,108.00 PLUS THE TOTAL DOLLAR AMOUNT
OF ALL ADJUSTMENTS MADE FROM 2006-2007 TO THE IMMEDIATELY PRECEDING STATE FISCAL
YEAR IN THE LOWEST FOUNDATION ALLOWANCE AMONG ALL DISTRICTS, BUT LESS THAN THE
BASIC FOUNDATION ALLOWANCE FOR THE IMMEDIATELY PRECEDING STATE FISCAL YEAR, THE
DISTRICT SHALL RECEIVE A FOUNDATION ALLOWANCE IN AN AMOUNT EQUAL TO THE SUM OF
THE DISTRICT'S FOUNDATION ALLOWANCE FOR THE IMMEDIATELY PRECEDING STATE FISCAL
YEAR PLUS THE DIFFERENCE BETWEEN TWICE THE DOLLAR AMOUNT OF THE ADJUSTMENT
FROM THE IMMEDIATELY PRECEDING STATE FISCAL YEAR TO THE CURRENT STATE FISCAL
YEAR MADE IN THE BASIC FOUNDATION ALLOWANCE AND [(THE DOLLAR AMOUNT OF THE
ADJUSTMENT FROM THE IMMEDIATELY PRECEDING STATE FISCAL YEAR TO THE CURRENT
STATE FISCAL YEAR MADE IN THE BASIC FOUNDATION ALLOWANCE MINUS $50.00) TIMES (THE
DIFFERENCE BETWEEN THE DISTRICT'S FOUNDATION ALLOWANCE FOR THE IMMEDIATELY
PRECEDING STATE FISCAL YEAR AND THE SUM OF $7,108.00 PLUS THE TOTAL DOLLAR AMOUNT
OF ALL ADJUSTMENTS MADE FROM 2006-2007 TO THE IMMEDIATELY PRECEDING STATE FISCAL
YEAR IN THE LOWEST FOUNDATION ALLOWANCE AMONG ALL DISTRICTS) DIVIDED BY THE
DIFFERENCE BETWEEN THE BASIC FOUNDATION ALLOWANCE FOR THE CURRENT STATE FISCAL
YEAR AND THE SUM OF $7,108.00 PLUS THE TOTAL DOLLAR AMOUNT OF ALL ADJUSTMENTS
MADE FROM 2006-2007 TO THE IMMEDIATELY PRECEDING STATE FISCAL YEAR IN THE LOWEST
FOUNDATION ALLOWANCE AMONG ALL DISTRICTS]. HOWEVER, THE FOUNDATION ALLOWANCE
FOR A DISTRICT THAT HAD LESS THAN THE BASIC FOUNDATION ALLOWANCE FOR THE
IMMEDIATELY PRECEDING STATE FISCAL YEAR SHALL NOT EXCEED THE BASIC FOUNDATION
ALLOWANCE FOR THE CURRENT STATE FISCAL YEAR.

(B) {a)-Except as otherwise provided in this subsectBEGINNING IN 2008-2009, for a district that in the
immediately preceding state fiscal year had a foundation allowance in an amount at least equal to the amount of the
basic foundation allowance for the immediately preceding state fiscal year, the district shall receive a foundation
allowance in an amount equal to the sum of the district's foundation allowance for the immediately preceding state
fiscal year plus the dollar amount of the adjustment from the |mmed|ately precedlng state flscal year to the current state
flscal year |n the baS|c foundation allowan e A under

. ding

00.

(C) €b)-For a district that in the 1994-95 state fiscal year had a foundation allowance greater than $6,500.00, the
district’s foundation allowance is an amount equal to the sum of the district’s foundation allowance for the immediately
preceding state fiscal year plus the lesser of the increase in the basic foundation allowance for the current state fiscal
year, as compared to the immediately preceding state fiscal year, or the product of the district's foundation allowance
for the immediately preceding state fiscal year times the percentage increase in the United States consumer price inde»
in the calendar year ending in the immediately preceding fiscal year as reported by the May revenue estimating
conference conducted under section 367b of the management and budget act, 1984 PA 431, MCL 18.1367b. For
2002-2003 for a district that in the 1994-95 state fiscal year had a foundation allowance greater than $6,500.00, the
district's foundation allowance is an amount equal to the sum of the district’s foundation allowance for the immediately
preceding statdiscal year plus the lesser of $200.00 or the product of the district's foundation allowance for the
immediately preceding state fiscal year times the percentage increase in the United States consumer price index in the
calendar year ending in the immediately preceding fiscal year as reported by the May revenue estimating conference
conducted under section 367b of the management and budget act, 1984 PA 431, MCL 1&Q0862007-2008, FOR
A DISTRICT THAT IN THE 1994-95 STATE FISCAL YEAR HAD A FOUNDATION ALLOWANCE
GREATER THAN $6,500.00, THE DISTRICT'S FOUNDATION ALLOWANCE IS AN AMOUNT EQUAL TO
THE DISTRICT'S FOUNDATION ALLOWANCE FOR THE IMMEDIATELY PRECEDING STATE FISCAL
YEAR PLUS $48.00.
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(D) ¢e>-For a district that has a foundation allowance that is not a whole dollar amount, the district's foundation
allowance shall be rounded up to the nearest whole dollar.

(E) €¢-For a district that received a payment under section 22c as that section was in effect for 2001-2002, the
district’'s 2001-2002 foundation allowance shall be considered to have been an amount equal to the sum of the district’s
actual 2001-2002 foundation allowance as otherwise calculated under this section plus the per pupil amount of the
district's equity payment for 2001-2002 under section 22c¢ as that section was in effect for 2001-2002.

(F) eytt-is—the—intent—ofthelegislature—thatbegirnriBEGINNING in 2007-2008, for a district that—+resceives
RECEIVED a payment under section 22S THAT SECTION WAS IN EFFECT for 2006-2007, the district’s
2006-2007 foundation allowance shall be considered to have been an amount equal to the sum of the district’s actual
2006-2007 foundation allowance as otherwise calculated under this section plus the per pupil amount of the district’s
equity payment for 2006-2007 under section 2 THAT SECTION WAS IN EFFECT FOR 2006-2007.

(4) Except as otherwise provided in this subsection, the state portion of a district’s foundation allowance is an
amount equal to the district’s foundation allowance-e+~$6-500HB BASIC FOUNDATION ALLOWANCE FOR
THE CURRENT STATE FISCAL YEAR , whichever is less, minus the difference between the product of the taxable
value per membership pupil of all property in the district that is not a principal residence or qualified agricultural
property times the lesser of 18 mills or the number of mills of school operating taxes levied by the district in 1993-94
and the quotient of the ad valorem property tax revenue of the district captured under 1975 PA 197, MCL 125.1651 to
125.1681, the tax increment finance authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the local development
financing act, 1986 PA 281, MCL 125.2151 to 125.2%herbrownfield redevelopment financing act, 1996 PA 381,

MCL 125.2651 to 125.2672)R THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005 PA 280, MCL

125.2871 TO 125.2899divided by the district's membership excluding special education pupils. For a district
described in subsection3}3)(C), the state portion of the district’s foundation allowance is an amount equal to
$6,962.00 plus the difference between the district’'s foundation allowance for the current state fiscal year and the district’s
foundation allowance for 1998-99, minus the difference between the product of the taxable value per membership pupil
of all property in the district that is not a principal residence or qualified agricultural property times the lesser i 18 mil

or the number of mills of school operating taxes levied by the district in 1993-94 and the quotient of the ad valorem
property tax revenue of the district captured under 1975 PA 197, MCL 125.1651 to 125.1681, the tax increment finance
authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the local development financing act, 1986 PA 281, MCL
125.2151 to 125.2174+dhe brownfield redevelopment financing act, 1996 PA 381, MCL 125.2651 to 125Q&72,

THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005 PA 280, MCL 125.2871 TO 125.2899,divided by

the district’s membership excluding special education pupils. For a district that has a millage reduction required under
section 31 of art|cle IX of the state constitution of 1963 the state portion of the d|str|cts foundatlon allowance shall
be adjusted

(5) The allocation calculated under thls section for a pupil shall be based on the foundation allowance of the pupil’'s
district of residence. However, for a pupil enrolled in a district other than the pupil's district of residence, if the
foundation allowance of the pupil’s district of residence has been adjusted pursuant to subsection (19), the allocation
calculated under this section shall not include the adjustment described in subsection (19). For a pupil enrolled pursuant
to section 105 or 105c in a district other than the pupil’'s district of residence, the allocation calculated under this
section shall be based on the lesser of the foundation allowance of the pupil’'s district of residence or the foundation
allowance of the educating district. For a pupil in membership in a K-5, K-6, or K-8 district who is enrolled in another
district in a grade not offered by the pupil’s district of residence, the allocation calculated under this section shall be
based on the foundation allowance of the educating district if the educating district's foundation allowance is greater
than the foundation allowance of the pupil’s district of residence. The calculation under this subsection shall take into
account a district’'s per pupil allocation under section 20j(2).

(6) SubjestFOR 2007-2008, SUBJECTt0 subsection (7) and section 22b(3) and except as otherwise provided in
this subsection, for pupils in membership, other than special education pupils, in a public school academy or a university
school, the allocation calculated under this section is an amount per membership pupil other than special education
pupils in the public school academy or university school equal to the sum of the local school operating revenue per
membership pupil other than special education pupils for the district in which the public school academy or university
school is located and the state portion of that district’s foundation allowance—e+the—swm—ofthe—-basiefoundation
allowance—undersubsection{plus-$300500475.00 whichever is lessBEGINNING IN 2008-2009, SUBJECT
TO SUBSECTION (7) AND SECTION 22B(3) AND EXCEPT AS OTHERWISE PROVIDED IN THIS
SUBSECTION, FOR PUPILS IN MEMBERSHIP, OTHER THAN SPECIAL EDUCATION PUPILS, IN A
PUBLIC SCHOOL ACADEMY OR A UNIVERSITY SCHOOL, THE ALLOCATION CALCULATED UNDER
THIS SECTION IS AN AMOUNT PER MEMBERSHIP PUPIL OTHER THAN SPECIAL EDUCATION
PUPILS IN THE PUBLIC SCHOOL ACADEMY OR UNIVERSITY SCHOOL EQUAL TO THE SUM OF THE
LOCAL SCHOOL OPERATING REVENUE PER MEMBERSHIP PUPIL OTHER THAN SPECIAL
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EDUCATION PUPILS FOR THE DISTRICT IN WHICH THE PUBLIC SCHOOL ACADEMY OR
UNIVERSITY SCHOOL IS LOCATED AND THE STATE PORTION OF THAT DISTRICT'S FOUNDATION
ALLOWANCE, OR THE STATE MAXIMUM PUBLIC SCHOOL ACADEMY ALLOCATION, WHICHEVER

IS LESS. Notwithstanding section 101(2), for a public school academy that begins operations after the pupil
membership count day, the amount per membership pupil calculated under this subsection shall be adjusted by
multiplying that amount per membership pupil by the number of hours of pupil instruction provided by the public
school academy after it begins operations, as determined by the department, divided by the minimum number of hours
of pupil instruction required under section 101(3). The result of this calculation shall not exceed the amount per
membership pupil otherwise calculated under this subsection.

(7) If more than 25% of the pupils residing within a district are in membership in 1 or more public school academies
located in the district, then the amount per membership pupil calculated under this section for a public school academy
located in the district shall be reduced by an amount equal to the difference between the product of the taxable value
per membership pupil of all property in the district that is not a principal residence or qualified agricultural property
times the lesser of 18 mills or the number of mills of school operating taxes levied by the district in 1993-94 and the
qguotient of the ad valorem property tax revenue of the district captured under 1975 PA 197, MCL 125.1651 to
125.1681, the tax increment finance authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the local development
financing act, 1986 PA 281, MCL 125.2151 to 125.23++herbrownfield redevelopment financing act, 1996 PA 381,

MCL 125.2651 to 125.2672)R THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005 PA 280, MCL

125.2871 TO 125.2899ivided by the district's membership excluding special education pupils, in the school fiscal
year ending in the current state fiscal year, calculated as if the resident pupils in membership in 1 or more public school
academies located in the district were in membership in the district. In order to receive state school aid under this act,
a district described in this subsection shall pay to the authorizing body that is the fiscal agent for a public school
academy located in the district for forwarding to the public school academy an amount equal to that local school
operating revenue per membership pupil for each resident pupil in membership other than special education pupils in
the public school academy, as determined by the department.

(8) If a district does not receive an amount calculated under subsection (9); if the number of mills the district may
levy on a principal residence and qualified agricultural property under section 1211(1) of the revised school code, MCL
380.1211, is 0.5 mills or less; and if the district elects not to levy those mills, the district instead shall receive a
separate supplemental amount calculated under this subsection in an amount equal to the amount the district would
have received had it levied those mills, as determined by the department of treasury. A district shall not receive a
separate supplemental amount calculated under this subsection for a fiscal year unless in the calendar year ending i
the fiscal year the district levies 18 mills or the number of mills of school operating taxes levied by the district in 1993,
whichever is less, on property that is not a principal residence or qualified agricultural property.

(9) For a district that had combined state and local revenue per membership pupil in the 1993-94 state fiscal year of
more than $6,500.00 and that had fewer than 350 pupils in membership, if the district elects not to reduce the number
of mills from which a principal residence and qualified agricultural property are exempt and not to levy school
operating taxes on a principal residence and qualified agricultural property as provided in section 1211(1) of the revised
school code, MCL 380.1211, and not to levy school operating taxes on all property as provided in section 1211(2) of
the revised school code, MCL 380.1211, there is calculated under this subsection for 1994-95 and each succeeding
fiscal year a separate supplemental amount in an amount equal to the amount the district would have received per
membership pupil had it levied school operating taxes on a principal residence and qualified agricultural property at
the rate authorized for the district under section 1211(1) of the revised school code, MCL 380.1211, and levied school
operating taxes on all property at the rate authorized for the district under section 1211(2) of the revised school code,
MCL 380.1211, as determined by the department of treasury. If in the calendar year ending in the fiscal year a district
does not levy 18 mills or the number of mills of school operating taxes levied by the district in 1993, whichever is less,
on property that is not a principal residence or qualified agricultural property, the amount calculated under this
subsection will be reduced by the same percentage as the millage actually levied compares to the 18 mills or the
number of mills levied in 1993, whichever is less.

(10) Subject to subsection (4), for a district that is formed or reconfigured after June 1, 2002 by consolidation of 2 or
more districts or by annexation, the resulting district’s foundation allowance under this section beginning after the
effective date of the consolidation or annexation shall be the average of the foundation allowances of each of the
original or affected districts, calculated as provided in this section, weighted as to the percentage of pupils in total
membership in the resulting district who reside in the geographic area of each of the original or affected districts. The
calculation under this subsection shall take into account a district’s per pupil allocation under section 20j(2).

(11) Each fraction used in making calculations under this section shall be rounded to the fourth decimal place and
the dollar amount of an increase in the basic foundation allowance shall be rounded to the nearest whole dollar.

(12) State payments related to payment of the foundation allowance for a special education pupil are not calculated
under this section but are instead calculated under section 51a.
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(13) To assist the legislature in determining the basic foundation allowance for the subsequent state fiscal year, each
revenue estimating conference conducted under section 367b of the management and budget act, 1984 PA 431, MCL
18.1367b, shall calculate a pupil membership factor, a revenue adjustment factor, and an index as follows:

(a) The pupil membership factor shall be computed by dividing the estimated membership in the school year ending
in the current state fiscal year, excluding intermediate district membership, by the estimated membership for the school
year ending in the subsequent state fiscal year, excluding intermediate district membership. If a consensus membershig
factor is not determined at the revenue estimating conference, the principals of the revenue estimating conference shal
report their estimates to the house and senate subcommittees responsible for school aid appropriations not later than 7 day
after the conclusion of the revenue conference.

(b) The revenue adjustment factor shall be computed by dividing the sum of the estimated total state school aid fund
revenue for the subsequent state fiscal year plus the estimated total state school aid fund revenue for the current stat
fiscal year, adjusted for any change in the rate or base of a tax the proceeds of which are deposited in that fund anc
excluding money transferred into that fund from the countercyclical budget and economic stabilization fund under
section 353e of the management and budget act, 1984 PA 431, MCL 18.1353e, by the sum of the estimated total schoo
aid fund revenue for the current state fiscal year plus the estimated total state school aid fund revenue for the
immediately preceding state fiscal year, adjusted for any change in the rate or base of a tax the proceeds of which are
deposited in that fund. If a consensus revenue factor is not determined at the revenue estimating conference, the
principals of the revenue estimating conference shall report their estimates to the house and senate subcommittee:
responsible for school aid appropriations not later than 7 days after the conclusion of the revenue conference.

(c) The index shall be calculated by multiplying the pupil membership factor by the revenue adjustment factor.
However, for-2885-2006-ard2006-20PF07-2008 the index shall be 1.00. If a consensus index is not determined at
the revenue estimating conference, the principals of the revenue estimating conference shall report their estimates to
the house and senate subcommittees responsible for school aid appropriations not later than 7 days after the conclusio
of the revenue conference.

(14) If the principals at the revenue estimating conference reach a consensus on the index described in subsec-
tion (13)(c), the basic foundation allowance for the subsequent state fiscal year shall be at least the amount of that
consensus index multiplied by the basic foundation allowance specified in subsection (1).

(15) If at the January revenue estimating conference it is estimated that pupil membership, excluding intermediate
district membership, for the subsequent state fiscal year will be greater than 101% of the pupil membership, excluding
intermediate district membership, for the current state fiscal year, then it is the intent of the legislature that the
executive budget proposal for the school aid budget for the subsequent state fiscal year include a general fund/genera
purpose allocation sufficient to support the membership in excess of 101% of the current year pupil membership.

(16) For a district that had combined state and local revenue per membership pupil in the 1993-94 state fiscal year
of more than $6,500.00, that had fewer than 7 pupils in membership in the 1993-94 state fiscal year, that has at least
1 child educated in the district in the current state fiscal year, and that levies the number of mills of school operating
taxes authorized for the district under section 1211 of the revised school code, MCL 380.1211, a minimum amount of
combined state and local revenue shall be calculated for the district as provided under this subsection. The minimum
amount of combined state and local revenue for 1999-2000 shall be $67,000.00 plus the district's additional expenses
to educate pupils in grades 9 to 12 educated in other districts as determined and allowed by the department. The
minimum amount of combined state and local revenue under this subsection, before adding the additional expenses,
shall increase each fiscal year by the same percentage increase as the percentage increase in the basic foundatic
allowance from the immediately preceding fiscal year to the current fiscal year. The state portion of the minimum
amount of combined state and local revenue under this subsection shall be calculated by subtracting from the minimum
amount of combined state and local revenue under this subsection the sum of the district’s local school operating
revenue and an amount equal to the product of the sum of the state portion of the district's foundation allowance plus
the amount calculated under section 20j times the district’s membershlp As used in thls subsectlon “additional
expenses” means the d|str|cts expenses for tuition or fees, not to e gd-bga

and—$5—999—99—mmu—s—$299—0ﬂ—|E BASIC FOUNDATION ALLOWANCE FOR THE CURRENT STATE
FISCAL YEAR, plus a room and board stipend not to exceed $10.00 per school day for each pupil in grades 9 to 12
educated in another district, as approved by the department.

(17) For a district in which 7.75 mills levied in 1992 for school operating purposes in the 1992-93 school year were
not renewed in 1993 for school operating purposes in the 1993-94 school year, the district's combined state and local
revenue per membership pupil shall be recalculated as if that millage reduction did not occur and the district’s
foundation allowance shall be calculated as if its 1994-95 foundation allowance had been calculated using that recal-
culated 1993-94 combined state and local revenue per membership pupil as a base. A district is not entitled to any
retroactive payments for fiscal years before 2000-2001 due to this subsection.

(18) For a district in which an industrial facilities exemption certificate that abated taxes on property with a state
equalized valuation greater than the total state equalized valuation of the district at the time the certificate was issued



2040 JOURNAL OF THE HOUSE [October 30, 2007] [No. 116

or $700,000,000.00, whichever is greater, was issued under 1974 PA 198, MCL 207.551 to 207.572, before the
calculation of the district's 1994-95 foundation allowance, the district’s foundation allowance for 2002-2003 is an
amount equal to the sum of the district’s foundation allowance for 2002-2003, as otherwise calculated under this
section, plus $250.00.

(19) For a district that received a grant under former section 32e for 2001-2002, the district's foundation allowance
for 2002-2003 and each succeeding fiscal year shall be adjusted to be an amount equal to the sum of the district's
foundation allowance, as otherwise calculated under this section, plus the quotient of 100% of the amount of the grant
award to the district for 2001-2002 under former section 32e divided by the number of pupils in the district's
membership for 2001-2002 who were residents of and enrolled in the district. Except as otherwise provided in this
subsection, a district qualifying for a foundation allowance adjustment under this subsection shall use the funds
resulting from this adjustment for at least 1 of grades K to 3 for purposes allowable under former section 32e as in
effect for 2001-2002, and may also use these funds for an early intervening program described in subsection (20). For
an individual school or schools operated by a district qualifying for a foundation allowance under this subsection that
have been determined by the department to meet the adequate yearly progress standards of the federal no child lel
behind act of 2001, Public Law 107-110, in both mathematics and English language arts at all applicable grade levels
for all applicable subgroups, the district may submit to the department an application for flexibility in using the funds
resulting from this adjustment that are attributable to the pupils in the school or schools. The application shall identify
the affected school or schools and the affected funds and shall contain a plan for using the funds for specific purposes
identified by the district that are designed to reduce class size, but that may be different from the purposes otherwise
allowable under this subsection. The department shall approve the application if the department determines that the
purposes identified in the plan are reasonably designed to reduce class size. If the department does not act to approv
or disapprove an application within 30 days after it is submitted to the department, the application is considered to be
approved. If an application for flexibility in using the funds is approved, the district may use the funds identified in
the application for any purpose identified in the plan.

(20) An early intervening program that uses funds resulting from the adjustment under subsection (19) shall meet
either or both of the following:

(a) Shall monitor individual pupil learning for pupils in grades K to 3 and provide specific support or learning
strategies to pupils in grades K to 3 as early as possible in order to reduce the need for special education placement
The program shall include literacy and numeracy supports, sensory motor skill development, behavior supports,
instructional consultation for teachers, and the development of a parent/school learning plan. Specific support or learning
strategies may include support in or out of the general classroom in areas including reading, writing, math, visual memory,
motor skill development, behavior, or language development. These would be provided based on an understanding of
the individual child’s learning needs.

(b) Shall provide early intervening strategies for pupils in grades K to 3 using schoolwide systems of academic and
behavioral supports and shall be scientifically research-based. The strategies to be provided shall include at least pupil
performance indicators based upon response to intervention, instructional consultation for teachers, and ongoing progres:
monitoring. A schoolwide system of academic and behavioral support should be based on a support team available to
the classroom teachers. The members of this team could include the principal, special education staff, reading teachers
and other appropriate personnel who would be available to systematically study the needs of the individual child and
work with the teacher to match instruction to the needs of the individual child.

(21) For a district that levied 1.9 mills in 1993 to finance an operating deficit, the district's foundation allowance
shall be calculated as if those mills were included as operating mills in the calculation of the district's 1994-1995
foundation allowance. A district is not entitled to any retroactive payments for fiscal years before 2006-2007 due to
this subsection. A district receiving an adjustment under this subsection shall not receive more than $800,000.00 for a
fiscal year as a result of this adjustment.

(22) For a district that levied 2.23 mills in 1993 to finance an operating deficit, the district's foundation allowance
shall be calculated as if those mills were included as operating mills in the calculation of the district's 1994-1995
foundation allowance. A district is not entitled to any retroactive payments for fiscal years before 2006-2007 due to
this subsection. A district receiving an adjustment under this subsection shall not receive more than $500,000.00 for a
fiscal year as a result of this adjustment.

(23) Payments to districts, university schools, or public school academies shall not be made under this section.
Rather, the calculations under this section shall be used to determine the amount of state payments under section 22t
(24) If an amendment to section 2 of article VIl of the state constitution of 1963 allowing state aid to some or all
nonpublic schools is approved by the voters of this state, each foundation allowance or per pupil payment calculation

under this section may be reduced.

(25) As used in this section:

(a) “Combined state and local revenue” means the aggregate of the district’'s state school aid received by or paid on
behalf of the district under this section and the district’s local school operating revenue.
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(b) “Combined state and local revenue per membership pupil” means the district's combined state and local revenue
divided by the district’'s membership excluding special education pupils.

(c) “Current state fiscal year” means the state fiscal year for which a particular calculation is made.

(d) “Immediately preceding state fiscal year” means the state fiscal year immediately preceding the current state
fiscal year.

(e) “Local school operating revenue” means school operating taxes levied under section 1211 of the revised school
code, MCL 380.1211.

(f) “Local school operating revenue per membership pupil” means a district’s local school operating revenue divided
by the district’'s membership excluding special education pupils.

(G) “MAXIMUM PUBLIC SCHOOL ACADEMY ALLOCATION” MEANS THE MAXIMUM PER-PUPIL
ALLOCATION AS CALCULATED BY ADDING THE HIGHEST PER-PUPIL ALLOCATION AMONG ALL
PUBLIC SCHOOL ACADEMIES FOR THE IMMEDIATELY PRECEDING STATE FISCAL YEAR PLUS
THE DIFFERENCE BETWEEN TWICE THE DOLLAR AMOUNT OF THE ADJUSTMENT FROM THE
IMMEDIATELY PRECEDING STATE FISCAL YEAR TO THE CURRENT STATE FISCAL YEAR MADE IN
THE BASIC FOUNDATION ALLOWANCE AND [(THE DOLLAR AMOUNT OF THE ADJUSTMENT FROM
THE IMMEDIATELY PRECEDING STATE FISCAL YEAR TO THE CURRENT STATE FISCAL YEAR
MADE IN THE BASIC FOUNDATION ALLOWANCE MINUS $50.00) TIMES (THE DIFFERENCE
BETWEEN THE HIGHEST PER-PUPIL ALLOCATION AMONG ALL PUBLIC SCHOOL ACADEMIES FOR
THE IMMEDIATELY PRECEDING STATE FISCAL YEAR AND THE SUM OF $7,108.00 PLUS THE TOTAL
DOLLAR AMOUNT OF ALL ADJUSTMENTS MADE FROM 2006-2007 TO THE IMMEDIATELY
PRECEDING STATE FISCAL YEAR IN THE LOWEST PER-PUPIL ALLOCATION AMONG ALL PUBLIC
SCHOOL ACADEMIES) DIVIDED BY THE DIFFERENCE BETWEEN THE BASIC FOUNDATION
ALLOWANCE FOR THE CURRENT STATE FISCAL YEAR AND THE SUM OF $7,108.00 PLUS THE
TOTAL DOLLAR AMOUNT OF ALL ADJUSTMENTS MADE FROM 2006-2007 TO THE IMMEDIATELY
PRECEDING STATE FISCAL YEAR IN THE LOWEST PER-PUPIL ALLOCATION AMONG ALL PUBLIC
SCHOOL ACADEMIES].

(H) ¢+"Membership” means the definition of that term under section 6 as in effect for the particular fiscal year for
which a particular calculation is made.

(1) ¢-“Principal residence” and “qualified agricultural property” mean those terms as defined in section 7dd of the
general property tax act, 1893 PA 206, MCL 211.7dd.

(J) é3-“School operating purposes” means the purposes included in the operation costs of the district as prescribed
in sections 7 and 18.

(K) 6§>-"School operating taxes” means local ad valorem property taxes levied under section 1211 of the revised
school code, MCL 380.1211, and retained for school operating purposes.

(I) da-"Taxable value per membership pupil” means taxable value, as certified by the department of treasury, for the
calendar year ending in the current state fiscal year divided by the district's membership excluding special education
pupils for the school year ending in the current state fiscal year.

Sec. 20j. (1) Foundation allowance supplemental payments+$e+206862000720080 districts that in the 1994-95
state fiscal year had a foundation allowance greater than $6,500.00 shall be calculated under this section.

(2) The per pupil allocation to each district under this section shall be the difference between-the-deHar-amount of

} ASIC FOUNDATION ALLOWANCE FOR the 1998-99 state fiscal yearto-the—ctrrent-state
fisealyear-nthe-basicfoundationalewantblD $7,108.00 LESS $223.0@inus the dollar amount of the adjustment
from the 1998-99 state fiscal year-to-the-ecurrent-statefissmA006-2007in the district’s foundation allowance.

(3) If a district’'s local revenue per pupil does not exceed the sum of its foundation allowance under section 20 plus
the per pupil allocation under subsection (2), the total payment to the district calculated under this section shall be the
product of the per pupil allocation under subsection (2) multiplied by the district's membership excluding special
education pupils. If a district's local revenue per pupil exceeds the foundation allowance under section 20 but does not
exceed the sum of the foundation allowance under section 20 plus the per pupil allocation under subsection (2), the
total payment to the district calculated under this section shall be the product of the difference between the sum of the
foundation allowance under section 20 plus the per pupil allocation under subsection (2) minus the local revenue per
pupil multiplied by the district’s membership excluding special education pupils. If a district’s local revenue per pupil
exceeds the sum of the foundation allowance under section 20 plus the per pupil allocation under subsection (2), there
is no payment calculated under this section for the district.

(4) Payments to districts shall not be made under this section. Rather, the calculations under this section shall be
made and used to determine the amount of state payments under section 22b.

Sec. 22a. (1) From the appropriation in section 11, there is allocated an amount not to-exceed-$6-204-%08,000.00 for
2006-200+3$6,012,000,000.00 FOR 2007-2008& payments to districts, qualifying university schools, and qualifying
public school academies to guarantee each district, qualifying university school, and qualifying public school academy
an amount equal to its 1994-95 total state and local per pupil revenue for school operating purposes under section 11
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of article IX of the state constitution of 1963. Pursuant to section 11 of article IX of the state constitution of 1963, this
guarantee does not apply to a district in a year in which the district levies a millage rate for school district operating
purposes less than it levied in 1994. However, subsection (2) applies to calculating the payments under this section.
Funds allocated under this section that are not expended in the state fiscal year for which they were allocated, as
determined by the department, may be used to supplement the allocations under sections 22b and 51c in order to fully
fund those calculated allocations for the same fiscal year.

(2) To ensure that a district receives an amount equal to the district’'s 1994-95 total state and local per pupil revenue
for school operating purposes, there is allocated to each district a state portion of the district's 1994-95 foundation
allowance in an amount calculated as follows:

(a) Except as otherwise provided in this subsection, the state portion of a district’s 1994-95 foundation allowance is
an amount equal to the district's 1994-95 foundation allowance or $6,500.00, whichever is less, minus the difference
between the product of the taxable value per membership pupil of all property in the district that is not a homestead or
qualified agricultural property times the lesser of 18 mills or the number of mills of school operating taxes levied by
the district in 1993-94 and the quotient of the ad valorem property tax revenue of the district captured under 1975 PA 197,
MCL 125.1651 to 125.1681, the tax increment finance authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the
local development financing act, 1986 PA 281, MCL 125.2151 to 125.2%1He dwrownfield redevelopment financing
act, 1996 PA 381, MCL 125.2651 to 125.2600R THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005
PA 280, MCL 125.2871 TO 125.289%livided by the district's membership. For a district that has a millage reduction
required under section 31 of article IX of the state constitution of 1963, the state portion of the district’s foundation
allowance shall be calculated as if that reduction did not occur.

(b) For a district that had a 1994-95 foundation allowance greater than $6,500.00, the state payment under this
subsection shall be the sum of the amount calculated under subdivision (a) plus the amount calculated under this
subdivision. The amount calculated under this subdivision shall be equal to the difference between the district’s
1994-95 foundation allowance minus $6,500.00 and the current year hold harmless school operating taxes per pupil. If
the result of the calculation under subdivision (a) is negative, the negative amount shall be an offset against any state
payment calculated under this subdivision. If the result of a calculation under this subdivision is negative, there shall
not be a state payment or a deduction under this subdivision. The taxable values per membership pupil used in the
calculations under this subdivision are as adjusted by ad valorem property tax revenue captured under 1975 PA 197,
MCL 125.1651 to 125.1681, the tax increment finance authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the
local development financing act, 1986 PA 281, MCL 125.2151 to 125.23THe darownfield redevelopment financing
act, 1996 PA 381, MCL 125.2651 to 125.2600R THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005
PA 280, MCL 125.2871 TO 125.2899Jivided by the district's membership.

(3) Beginning in 2003-2004, for pupils in membership in a qualifying public school academy or qualifying
university school, there is allocated under this section to the authorizing body that is the fiscal agent for the qualifying
public school academy for forwarding to the qualifying public school academy, or to the board of the public university
operating the qualifying university school, an amount equal to the 1994-95 per pupil payment to the qualifying public
school academy or qualifying university school under section 20.

(4) A district, qualifying university school, or qualifying public school academy may use funds allocated under this
section in conjunction with any federal funds for which the district, qualifying university school, or qualifying public
school academy otherwise would be eligible.

(5) For a district that is formed or reconfigured after June 1, 2000 by consolidation of 2 or more districts or by
annexation, the resulting district’s 1994-95 foundation allowance under this section beginning after the effective date
of the consolidation or annexation shall be the average of the 1994-95 foundation allowances of each of the original
or affected districts, calculated as provided in this section, weighted as to the percentage of pupils in total membership
in the resulting district in the state fiscal year in which the consolidation takes place who reside in the geographic area
of each of the original districts. If an affected district’s 1994-95 foundation allowance is less than the 1994-95 basic
foundation allowance, the amount of that district's 1994-95 foundation allowance shall be considered for the purpose
of calculations under this subsection to be equal to the amount of the 1994-95 basic foundation allowance.

(6) As used in this section:

(a) “1994-95 foundation allowance” means a district’'s 1994-95 foundation allowance calculated and certified by the
department of treasury or the superintendent under former section 20a as enacted in 1993 PA 336 and as amended &
1994 PA 283.

(b) “Current state fiscal year” means the state fiscal year for which a particular calculation is made.

(c) “Current year hold harmless school operating taxes per pupil” means the per pupil revenue generated by
multiplying a district's 1994-95 hold harmless millage by the district’s current year taxable value per membership
pupil.

(d) “Hold harmless millage” means, for a district with a 1994-95 foundation allowance greater than $6,500.00, the
number of mills by which the exemption from the levy of school operating taxes on a homestead and qualified
agricultural property could be reduced as provided in section 1211(1) of the revised school code, MCL 380.1211, and
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the number of mills of school operating taxes that could be levied on all property as provided in section 1211(2) of the
revised school code, MCL 380.1211, as certified by the department of treasury for the 1994 tax year.

(e) “Homestead” means that term as defined in section 1211 of the revised school code, MCL 380.1211.

(f) “Membership” means the definition of that term under section 6 as in effect for the particular fiscal year for
which a particular calculation is made.

(9) “Qualified agricultural property” means that term as defined in section 1211 of the revised school code, MCL
380.1211.

(h) “Qualifying public school academy” means a public school academy that was in operation in the 1994-95 school
year and is in operation in the current state fiscal year.

(i) “Qualifying university school” means a university school that was in operation in the 1994-95 school year and is
in operation in the current fiscal year.

(j) “School operating taxes” means local ad valorem property taxes levied under section 1211 of the revised school
code, MCL 380.1211, and retained for school operating purposes.

(k) “Taxable value per membership pupil” means each of the following divided by the district's membership:

(i) For the number of mills by which the exemption from the levy of school operating taxes on a homestead and
qualified agricultural property may be reduced as provided in section 1211(1) of the revised school code, MCL
380.1211, the taxable value of homestead and qualified agricultural property for the calendar year ending in the current
state fiscal year.

(ii) For the number of mills of school operating taxes that may be levied on all property as provided in section 1211(2)
of the revised school code, MCL 380.1211, the taxable value of all property for the calendar year ending in the current
state fiscal year.

Sec. 22b. (1) From the appropriation in section 11, there is allocated an amount not to-exceed-$3:566:800,000.00 for
2006-2004$3,722,000,000.00 FOR 2007-200& discretionary nonmandated payments to districts under this section.
Funds allocated under this section that are not expended in the state fiscal year for which they were allocated, as
determined by the department, may be used to supplement the allocations under sections 22a and 51c in order to fully
fund those calculated allocations for the same fiscal year.

(2) Subject to subsection (3) and section 11, the allocation to a district under this section shall be an amount equal
to the sum of the amounts calculated under sections 20, 20j, 51a(2), 51a(3), and 51a(12), minus the sum of the
allocations to the district under sections 22a and 51c.

(3) In order to receive an allocation under this section, each district shall do all of the following:

(a) Administer in each grade level that it operates in grades 1 to 5 a standardized assessment approved by the
department of grade-appropriate basic educational skills. A district may use the Michigan literacy progress profile to
satisfy this requirement for grades 1 to 3. Also, if the revised school code is amended to require annual assessments &
additional grade levels, in order to receive an allocation under this section each district shall comply with that
requirement.

(b) Comply with sections 1278a and 1278b of the revised school code, MCL 380.1278a and 380.1278b.

(c) Furnish data and other information required by state and federal law to the center and the department in the form
and manner specified by the center or the department, as applicable.

(d) Comply with section 12309 of the revised school code, MCL 380.1230g.

(4) DISTRICTS ARE ENCOURAGED TO USE FUNDS ALLOCATED UNDER THIS SECTION FOR THE
PURCHASE AND SUPPORT OF PAYROLL, HUMAN RESOURCES, AND OTHER BUSINESS FUNCTION
SOFTWARE THAT IS COMPATIBLE WITH THAT OF THE INTERMEDIATE DISTRICT IN WHICH THE
DISTRICT IS LOCATED AND WITH OTHER DISTRICTS LOCATED WITHIN THAT INTERMEDIATE
DISTRICT.

(5) é-From the allocation in subsection (1), the department shall pay up to $1,000,000.00 in litigation costs
incurred by this state associated with lawsuits filed by 1 or more districts or intermediate districts against this state. If
the allocation under this section is insufficient to fully fund all payments required under this section, the payments
under this subsection shall be made in full before any proration of remaining payments under this section.

(6) €531t is the intent of the legislature that all constitutional obligations of this state have been fully funded under
sections 22a, 31d, 51a, and 51c. If a claim is made by an entity receiving funds under this act that challenges the
legislative determination of the adequacy of this funding or alleges that there exists an unfunded constitutional
requirement, the state budget director may escrow or allocate from the discretionary funds for nonmandated payments
under this section the amount as may be necessary to satisfy the claim before making any payments to districts undel
subsection (2). If funds are escrowed, the escrowed funds are a work project appropriation and the funds are carried
forward into the following fiscal year. The purpose of the work project is to provide for any payments that may be
awarded to districts as a result of litigation. The work project shall be completed upon resolution of the litigation.

(7) €6)-If the local claims review board or a court of competent jurisdiction makes a final determination that this state
is in violation of section 29 of article IX of the state constitution of 1963 regarding state payments to districts, the state
budget director shall use work project funds under subseete«i6])r allocate from the discretionary funds for
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nonmandated payments under this section the amount as may be necessary to satisfy the amount owed to district:
before making any payments to districts under subsection (2).

(8) £A-If a claim is made in court that challenges the legislative determination of the adequacy of funding for this
state’s constitutional obligations or alleges that there exists an unfunded constitutional requirement, any interested
party may seek an expedited review of the claim by the local claims review board. If the claim exceeds $10,000,000.00,
this state may remove the action to the court of appeals, and the court of appeals shall have and shall exercise
jurisdiction overthe claim.

(9) 68>-If payments resulting from a final determination by the local claims review board or a court of competent
jurisdiction that there has been a violation of section 29 of article IX of the state constitution of 1963 exceed the
amount allocated for discretionary nonmandated payments under this section, the legislature shall provide for adequate
funding for this state’s constitutional obligations at its next legislative session.

(10) 9¥If a lawsuit challenging payments made to districts related to costs reimbursed by federal title XIX medicaid
funds is filed against this state, then, for the purpose of addressing potential liability under such a lawsuit, the state
budget director may place funds allocated under this section in escrow or allocate money from the funds otherwise
allocated under this section, up to a maximum of 50% of the amount allocated in subsection (1). If funds are placed in
escrow under this subsection, those funds are a work project appropriation and the funds are carried forward into the
following fiscal year. The purpose of the work project is to provide for any payments that may be awarded to districts
as a result of the litigation. The work project shall be completed upon resolution of the litigation. In addition, this state
reserves the right to terminate future federal title XI1X medicaid reimbursement payments to districts if the amount or
allocation of reimbursed funds is challenged in the lawsuit. As used in this subsection, “title XIX” means title XIX of
the social security act, 42 USC 1396 to 1396v.

(11) FROM THE ALLOCATION IN SUBSECTION (1), THERE IS ALLOCATED FOR 2007-2008 ONLY AN
AMOUNT NOT TO EXCEED $40,000.00 FOR PAYMENT TO A DISTRICT THAT MEETS ALL OF THE
FOLLOWING:

(A) HAD A MEMBERSHIP OF LESS THAN 900 PUPILS FOR 2006-2007.

(B) IS LOCATED IN AN INTERMEDIATE DISTRICT THAT HAD A TAXABLE VALUE PER
MEMBERSHIP PUPIL, AS DEFINED IN SECTION 22A, OF GREATER THAN $290,000.00 FOR 2006-2007.

(C) THE SCHOOL ELECTORS OF THE DISTRICT VOTED IN THE AFFIRMATIVE ON MAY 8, 2007 TO
RESTORE A MILLAGE REDUCTION REQUIRED UNDER SECTION 31 OF ARTICLE IX OF THE STATE
CONSTITUTION OF 1963, BUT THE DISTRICT WAS LATER FOUND TO HAVE AN INCORRECT
MILLAGE REDUCTION FRACTION AS DEFINED IN SECTION 34D OF THE GENERAL PROPERTY TAX
ACT, 1893 PA 206, MCL 211.34D.

Sec. 22d. (1) From the amount allocated under section 22b, an amount not to exceed $750,000.00 is allocated for
2006-200+42007-2008for additional payments to small, geographically isolated districts under this section.

(2) To be eligible for a payment under this section, a district shall meet all of the following:

(a) Operates grades K to 12.

(b) Has fewer than 250 pupils in membership.

(c) Each school building operated by the district meets at least 1 of the following:

(i) Is located in the Upper Peninsula at least 30 miles from any other public school building.

(ii) Is located on an island that is not accessible by bridge.

(3) The amount of the additional funding to each eligible district under this section shall be determined under a
spending plan developed as provided in this subsection and approved by the superintendent of public instruction. The
spending plan shall be developed cooperatively by the intermediate superintendents of each intermediate district in
which an eligible district is located. The intermediate superintendents shall review the financial situation of each
eligible district, determine the minimum essential financial needs of each eligible district, and develop and agree on a
spending plan that distributes the available funding under this section to the eligible districts based on those financial
needs. The intermediate superintendents shall submit the spending plan to the superintendent of public instruction for
approval. Upon approval by the superintendent of public instruction, the amounts specified for each eligible district
under the spending plan are allocated under this section and shall be paid to the eligible districts in the same mannei
as payments under section 22b.

Sec. 24. (1) From the appropriation in section 11, there is allocated—+e+=20806200072008an amount not to
exceed $8,000,000.00 for payments to the educating district or intermediate district for educating pupils assigned by a
court or the department of human services to reside in or to attend a juvenile detention facility or child caring
institution licensed by the department of human services and approved by the department to provide an on-grounds
education program. The amount of the payment under this section to a district or intermediate district shall be
calculated as prescribed under subsection 