HOUSE BILL No. 5820

HOUSE BILL No. 5820

EXECUTIVE BUDGET BILL

February 26, 2008, Introduced by Rep. Gillard and referred to the Committee on
Appropriations.

A bill to amend 1979 PA 94, entitled
"The state school aid act of 1979,"
by amending sections 3, 4, 6, 11, 1lla, 11g, 11j, 11k, 11m, 15, 18b,
19, 20, 20d, 20j, 22a, 22b, 22d, 24, 24a, 24c, 26a, 26b, 29, 31la,
31d, 31f, 32b, 32c¢, 324, 32j, 321, 37, 38, 39, 39a, 41, 5l1la, 51c,
51d, 53a, 54, 54a, 56, 57, 6la, 62, 64, 65, 74, 81, 94a, 98, 99,
99e, 104, 105, 105¢c, 107, 147, 151, and 164c (MCL 388.1603,
388.1604, 388.1606, 388.1611, 388.161l1la, 388.1611lg, 388.16117,
388.1611k, 388.1611m, 388.1615, 388.1618b, 388.1619, 388.1620,
388.1620d, 388.16207j, 388.1622a, 388.1622b, 388.1622d, 388.1624,
388.1624a, 388.1624c, 388.1l626a, 388.1626b, 388.1629, 388.1631a,

388.1631d, 388.1631f, 388.1632b, 388.1632c, 388.1632d, 388.16327,

06420'08 OSB

085S 'ON 17119 ASNOH



10

11

388.16321, 388.1637, 388.1638, 388.1639, 388.1639%9a, 388.1641,
388.1651a, 388.1651c, 388.1651d, 388.1653a, 388.1654, 388.1654a,
388.1656, 388.1657, 388.1661la, 388.1662, 388.1664, 388.1665,
388.1674, 388.1681, 388.1694a, 388.1698, 388.1699, 388.1699%¢,
388.1704, 388.1705, 388.1705c, 388.1707, 388.1747, 388.1751, and
388.1764c), sections 3, 6, 11, 1la, 11g, 11j, 11k, 11m, 15, 19, 20,
20j, 22a, 22b, 22d, 24, 24a, 24c, 26a, 26b, 29, 31la, 31d, 31f, 32b,
32c, 324, 32j, 321, 37, 39, 39%a, 41, 5la, 51lc, 51d, 53a, 54, 54a,
56, 57, 6la, 62, 64, 65, 74, 81, 94a, 98, 99, 99e, 104, 107, and

151 as amended by 2007 PA 137,

2005 PA 155,

sections 4 and 164c as amended by

section 20d as

section 18b as amended by 2000 PA 297,

amended by 1997 PA 93, section 38 asgs amended by 2003 PA 158,

sections 105 and 105c as amended by 2006 PA 342, and section 147 as

amended by 2007 PA 92; and by adding sections 11n, 20h, 32e, 32h

and 99h; and 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 federal law, means 92% of the pupils counted in
membership on the pupil membership count day, as defined in section
6(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
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written agreement shall be approved by all affected districts at
least annually and shall specify the educational programs to be
provided and the estimated number 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), 11N, 13, 20, 22a, 23, 29, 3la, 99599k 105,
and 105c, a public school academy. Except in sections 6(4), 6(6),
11N, 13, 20, 22a, 29, 995-—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 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.
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Sec. 4. (1) "Elementary pupil" means a pupil in membership in
grades K to 8 in a district not maintaining classes above the
eighth grade or in grades K to 6 in a district maintaining classes
above the eighth grade. FOR THE PURPOSES OF CALCULATING UNIVERSAL
SERVICE FUND (E-RATE) DISCOUNTS, "ELEMENTARY PUPIL" INCLUDES
CHILDREN ENROLLED IN A PRESCHOOL PROGRAM OPERATED BY A DISTRICT IN
ITS FACILITIES.

(2) "Extended school year" means an educational program
conducted by a district in which pupils must be enrolled but not
necessarily in attendance on the pupil membership count day in an
extended year program. The mandatory clock hours shall be completed
by each pupil not more than 365 calendar days after the pupil's
first day of classes for the school year prescribed. The department
shall prescribe pupil, personnel, and other reporting requirements
for the educational program.

(3) "Fiscal year" means the state fiscal year that commences
October 1 and continues through September 30.

(4) "General educational development testing preparation
program" means a program that has high school level courses in
English language arts, social studies, science, and mathematics and
that prepares a person to successfully complete the general
educational development (GED) test.

(5) "High school pupil" means a pupil in membership in grades
7 to 12, except in a district not maintaining grades above the
eighth grade.

Sec. 6. (1) "Center program" means a program operated by a

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

5

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 1412, may 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.
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(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 number 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 foundation 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 membership
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
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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.

(g) 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.
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(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 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
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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.

(1) Pupils to be counted in membership shall be not less than
5 years of age on December 1 and less than 20 years 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
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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 (g). 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 (qg), 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 (g) 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
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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.

(0) 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.

(g) 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. BEGINNING IN 2009-2010, 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 THE NUMBER USED FOR DETERMINING

FULL-TIME EQUATED MEMBERSHIPS FOR PUPILS IN GRADES 1 TO 12.
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(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
minus pupils lost as defined by rules promulgated by the
superintendent, and as corrected by subsequent department 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
igs 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,
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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.

(iii) 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) FOR THE FIRST YEAR IN WHICH A PUPIL IS COUNTED IN

MEMBERSHIP ON THE PUPIL MEMBERSHIP COUNT DAY IN A MIDDLE COLLEGE
PROGRAM DESCRIBED IN SECTION 64, THE PUPIL’S MEMBERSHIP IS EQUAL TO
THE AVERAGE OF THE FULL-TIME EQUATED MEMBERSHIP ON THE PUPIL

MEMBERSHIP COUNT DAY AND ON THE SUPPLEMENTAL COUNT DAY FOR THE
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CURRENT SCHOOL YEAR, AS DETERMINED BY THE DEPARTMENT. IF THE PUPIL
WAS COUNTED BY THE OPERATING DISTRICT IN THE IMMEDIATELY PRECEDING
SUPPLEMENTAL COUNT DAY, THE PUPIL SHALL BE EXCLUDED FROM THE
DISTRICT’'S IMMEDIATELY PRECEDING SUPPLEMENTAL COUNT FOR PURPOSES OF
DETERMINING THE DISTRICT’S MEMBERSHIP.

(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 at 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 vyear,
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
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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 of 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.

(z) 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
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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 nonclassroom
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) 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
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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 91la 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 41la of the Michigan penal code,
1931 PA 328, MCL 750.41la, which provides criminal penalties for
that conduct. As used in this subdivision:

(1) "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.
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(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 8la of the
Michigan penal code, 1931 PA 328, MCL 750.81la.

(g) 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 131la of
the revised school code, MCL 380.1310, 380.1311, and 380.1311la.

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

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

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

(v) THE PUPIL IS ENROLLED IN AN ALTERNATIVE OR DISCIPLINARY
EDUCATION PROGRAM DESCRIBED IN SECTION 25.

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

(j) 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.
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(k) An expelled pupil who has been denied reinstatement by the
expelling district and is reinstated by another school board under
section 1311 or 1311la of the revised school code, MCL 380.1311 and
380.1311a.

(1) 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.

(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 Wednesday due 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.
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(ii) 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
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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 membership 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)+4d)» (C) to k> (L). A pupil's district of residence

shall not require a high school tuition pupil, as provided under
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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. 11. (1) For the fiscal year ending September 30, 2008,
there is appropriated for the public schools of this state and
certain other state purposes relating to education the sum of
$331493,664260-06 $11,386,986,600.00 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. FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 2009, THERE IS
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APPROPRIATED FOR THE PUBLIC SCHOOLS OF THIS STATE AND CERTAIN OTHER
STATE PURPOSES RELATING TO EDUCATION THE SUM OF $11,910,219,100.00
FROM THE STATE SCHOOL AID FUND ESTABLISHED BY SECTION 11 OF ARTICLE
IX OF THE STATE CONSTITUTION OF 1963 AND THE SUM OF $43,000,000.00
FROM THE GENERAL FUND. In addition, available federal funds are
appropriated for thefiseal year ending September 36—2668- EACH
FISCAL YEAR.

(2) The appropriations under this section shall be allocated
as provided in this act. Money appropriated 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 to the
general fund, but instead shall be deposited into the school aid
stabilization fund created in section 1lla.

(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, 11N, 22a, 26a, 26b, 31d, 31f, 5la(2), 51la(l2), 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

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

24

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 of this act from all state funding sources shall be
prorated in the manner prescribed in subsection (4) as necessary to
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 reduces 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 because 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
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economic stabilization fund, state school aid fund balance, or
another source to fund the amount of the projected shortfall.

(4) If proration is necessary under 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
yvear for each of the following:

(1) Districts.

(ii) Intermediate districts.

(iii) 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 to the
percentage calculated under subdivision (a) (i) for 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, 11N, 22a, 26a, 26b, 31d,
31f, 51la(2), 5la(l2), 51c, and 53a, by that amount.

(c) The department shall recover a percentage of the proration
amount required under subsection (3) that is equal to the
percentage calculated under subdivision (a) (ii) for 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, 1llg,
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11N, 26a, 26b, 5la(2), 51a(l2), 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 to the
percentage calculated under subdivision (a) (iii) for entities other
than districts and intermediate districts by reducing payments to
these entities. This reduction shall be made by reducing the
payments to each of these entities, other than payments under
sections 117, 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 1lla.

Sec. 1lla. (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 school 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
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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 2667426688, 2008-2009, there is appropriated from the

school aid stabilization fund to the state school aid fund the
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amount necessary to fully fund the allocations under this act.
Sec. 1lg. (1) From the appropriation in section 11, there is

allocated for this section an amount not to exceed $3431,666-066—Ffexr

exeeed $42,000,000.00 FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 2009
AND for each succeeding fiscal year through the fiscal year ending
September 30, 2015, after which these payments will cease. These
allocations are for paying the amounts described in subsection (3)
to districts and intermediate districts, other than those receiving
a lump-sum payment under section 11f(2), that were not plaintiffs
in the consolidated cases known as Durant v State of 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
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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
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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.

Sec. 11j. From the appropriation in section 11, there is
allocated an amount not to exceed $3+:9665666-066 $3,900,000.00 for
2007-2008 AND $39,000,000.00 FOR 2008-2009 for 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. 1lk. For 26672668 2008-2009, 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
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section, "school loan revolving fund" means that fund created in
section 16c of the shared credit rating act, 1985 PA 227, MCL
141.1066c¢C.

Sec. 1llm. From the appropriations in section 11, there is
allocated for 286742668 2008-2009 an amount not to exceed
$22 86666060066 $45,000,000.00 for fiscal year cash-flow borrowing
costs solely related to the state school aid fund established by
section 11 of article IX of the state constitution of 1963.

SEC. 11N. (1) FROM THE APPROPRIATION IN SECTION 11, THERE IS
ALLOCATED $32,000,000.00 FOR THE FISCAL YEAR ENDING SEPTEMBER 30,
2009 AND FOR EACH SUCCEEDING FISCAL YEAR THROUGH SEPTEMBER 30,
2028, AFTER WHICH THESE ALLOCATIONS WILL CEASE. THESE ALLOCATIONS
SHALL BE DEPOSITED IN THE 21°" CENTURY SCHOOLS FUND ON NOVEMBER 15
OF THE APPLICABLE FISCAL YEAR OR ON THE NEXT BUSINESS DAY FOLLOWING
THAT DATE AND SHALL BE DISTRIBUTED IN EACH FISCAL YEAR AS FOLLOWS:

(A) TO EACH DISTRICT OR INTERMEDIATE DISTRICT THAT BORROWS
MONEY AND ISSUES BONDS UNDER SUBSECTION (7), 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 SUBSECTION (7). THE
AMOUNTS PAID UNDER THIS SUBDIVISION SHALL BE PAID ON THE DATES THAT
THE CORRESPONDING DEBT SERVICE PAYMENTS ARE REQUIRED TO BE MADE. A
DISTRICT OR INTERMEDIATE DISTRICT THAT RECEIVES FUNDS UNDER THIS
SUBDIVISION SHALL USE SUCH FUNDS ONLY TO PAY DEBT SERVICE ON BONDS
ISSUED UNDER SUBSECTION (7) AND FOR NO OTHER PURPOSE.

(B) AMOUNTS NOT NEEDED TO MAKE PAYMENTS UNDER SUBDIVISION (A)

MAY BE USED TO FUND AWARDS MADE UNDER SUBSECTIONS (5) AND (6) TO
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THE EXTENT DETERMINED BY THE SUPERINTENDENT OF PUBLIC INSTRUCTION
IN EACH FISCAL YEAR.

(2) THE 21°7 CENTURY SCHOOLS FUND IS ESTABLISHED IN THE
DEPARTMENT OF TREASURY. AMOUNTS IN THE 21°7 CENTURY SCHOOLS FUND AT
THE END OF EACH FISCAL YEAR SHALL REMAIN IN THE 21°" CENTURY SCHOOLS
FUND AND SHALL NOT LAPSE TO THE SCHOOL AID FUND OR THE GENERAL
FUND.

(3) FUNDS IN THE 21°" CENTURY SCHOOLS FUND ARE APPROPRIATED FOR
THE CREATION OF SMALL HIGH SCHOOLS THAT PROVIDE CONTEXTUAL LEARNING
ENVIRONMENTS DESIGNED TO SUPPORT STUDENT ACADEMIC ACHIEVEMENT THAT
PREPARES STUDENTS FOR POSTSECONDARY EDUCATION AND EMPLOYMENT, AND
FOR THE PAYMENT OF DEBT SERVICE ON BONDS ISSUED PURSUANT TO
SUBSECTION (7).

(4) ELIGIBLE DISTRICTS AND INTERMEDIATE DISTRICTS MAY APPLY TO
THE SUPERINTENDENT OF PUBLIC INSTRUCTION FOR START-UP GRANTS.
ELIGIBLE DISTRICTS AS FURTHER DEFINED IN THIS SECTION MAY APPLY TO
THE SUPERINTENDENT OF PUBLIC INSTRUCTION FOR FACILITY GRANTS.
APPLICATIONS FOR START-UP GRANTS AND FACILITY GRANTS SHALL BE MADE
IN A MANNER AND FORM AS DETERMINED BY THE SUPERINTENDENT OF PUBLIC
INSTRUCTION.

(5) THE SUPERINTENDENT OF PUBLIC INSTRUCTION MAY AWARD START-
UP GRANTS OF UP TO $2,000,000.00 IN TOTAL TO ELIGIBLE DISTRICTS AND
INTERMEDIATE DISTRICTS FOR EACH SMALL HIGH SCHOOL FOR WHICH THE
DISTRICT OR INTERMEDIATE DISTRICT IS APPLYING. TOTAL START-UP
GRANTS SHALL BE DISTRIBUTED TO EACH ELIGIBLE DISTRICT OR
INTERMEDIATE DISTRICT IN DECLINING AMOUNTS OVER FOUR YEARS, AS

DETERMINED BY THE SUPERINTENDENT OF PUBLIC INSTRUCTION, BEGINNING
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IN THE SCHOOL YEAR PRIOR TO THE FIRST YEAR OF OPERATIONS. IF A
SMALL HIGH SCHOOL DOES NOT BEGIN OR CEASES OPERATIONS FOR WHICH A
DISTRICT OR INTERMEDIATE DISTRICT RECEIVED ANY PORTION OF START-UP
GRANTS FUNDING, THAT DISTRICT OR INTERMEDIATE DISTRICT SHALL REPAY
ALL OF THE FUNDS RECEIVED TO THE DEPARTMENT OF TREASURY FOR DEPOSIT
INTO THE 21°" CENTURY SCHOOLS FUND, IN A MANNER DETERMINED BY THE
SUPERINTENDENT OF PUBLIC INSTRUCTION. START-UP GRANTS SHALL BE USED
FOR ALL OF THE FOLLOWING PURPOSES:

(A) PLANNING AND IMPLEMENTATION OF SITE-BASED MANAGEMENT FOR
EACH PROPOSED SMALL HIGH SCHOOL FOR WHICH THE ELIGIBLE DISTRICT OR
INTERMEDIATE DISTRICT RECEIVES AN AWARD. IMPLEMENTATION OF SITE-
BASED MANAGEMENT MAY INCLUDE THE AUTHORIZATION OF A PUBLIC SCHOOL
ACADEMY OR CONTRACT SCHOOL BY THE ELIGIBLE DISTRICT OR INTERMEDIATE
DISTRICT.

(B) PLANNING AND IMPLEMENTATION OF HIGH SCHOOL CURRICULA
CONSISTENT WITH THE CREDIT REQUIREMENTS CONTAINED IN SECTIONS 1278A
AND 1278B OF THE REVISED SCHOOL CODE, MCL 380.1278A AND MCL
380.1278B, AND ORGANIZED IN ACCORDANCE WITH CAREER CLUSTERS THAT
PREPARE STUDENTS FOR POSTSECONDARY EDUCATION AND EMPLOYMENT.

(C) PLANNING AND IMPLEMENTATION OF EARLY POSTSECONDARY
OPPORTUNITIES FOR HIGH SCHOOL STUDENTS THAT PROVIDE COLLEGE OR
COLLEGE EQUIVALENT COURSEWORK INCLUDING, BUT NOT LIMITED TO, DUAL
ENROLLMENT, ADVANCED PLACEMENT, AND EARLY/MIDDLE COLLEGE.

(D) PLANNING AND IMPLEMENTATION OF TEACHER AND ADMINISTRATIVE
PROFESSIONAL DEVELOPMENT THAT WILL LEAD TO SUCCESSFUL STUDENT
ACHIEVEMENT IN SMALL HIGH SCHOOL CONTEXTUAL LEARNING ENVIRONMENTS.

(6) ELIGIBLE DISTRICTS MAY APPLY FOR FACILITY GRANTS TO
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RENOVATE OR REPLACE EXISTING HIGH SCHOOL BUILDINGS IN ORDER TO
CREATE SMALL HIGH SCHOOLS THAT IMPROVE EDUCATIONAL OPPORTUNITIES
FOR STUDENTS BEING EDUCATED IN HIGH PRIORITY HIGH SCHOOL BUILDINGS.
FACILITY GRANTS SHALL NOT BE USED FOR LAND PURCHASES OR BUILDING A
NEW FACILITY ON CURRENTLY VACANT LAND. A FACILITY GRANT FOR AN
APPROVED SMALL HIGH SCHOOL MAY BE AWARDED BY THE SUPERINTENDENT OF
PUBLIC INSTRUCTION UNDER EITHER SUBDIVISION (A) OR (B), BUT NOT
BOTH:

(A) ELIGIBLE DISTRICTS MAY APPLY TO THE SUPERINTENDENT OF
PUBLIC INSTRUCTION FOR GRANTS OF UP TO $8,000,000.00 TO BE MATCHED
BY PRIVATE REVENUES ON AT LEAST A ONE-TO-ONE BASIS FOR THE TOTAL
COSTS OF RENOVATING OR REPLACING AN EXISTING HIGH SCHOOL.

(B) ELIGIBLE DISTRICTS MAY ALSO APPLY FOR ANNUAL MILLAGE
EQUALIZATION GRANTS NOT TO EXCEED A TOTAL OF 20 ANNUAL PAYMENTS.
THE SUPERINTENDENT OF PUBLIC INSTRUCTION SHALL AWARD THE ANNUAL
MILLAGE EQUALIZATION GRANTS TO ELIGIBLE DISTRICTS SO THAT FUNDS
GENERATED BY MILLAGES APPROVED BY THE VOTERS AND ACTUALLY LEVIED
PLUS THE MILLAGE EQUALIZATION GRANT AWARDED TO THE ELIGIBLE
DISTRICT FOR EACH SMALL HIGH SCHOOL EQUALS THE STATE AVERAGE
TAXABLE VALUE BEHIND EACH MEMBERSHIP PUPIL FOR 2006-2007. LOCAL
REVENUES FROM THE LEVIED MILLAGE PLUS STATE MILLAGE EQUALIZATION
GRANTS SHALL NOT EXCEED MORE THAN $16,000,000.00 FOR EACH SMALL
HIGH SCHOOL OVER THE LIFE OF THE MILLAGE AUTHORIZATION.

(7) IN ADDITION TO ANY OTHER AUTHORITY GRANTED UNDER LAW, AN
ELIGIBLE DISTRICT OR ELIGIBLE INTERMEDIATE DISTRICT MAY BORROW, TO
THE EXTENT PERMITTED BY THE AWARD, FROM THE MICHIGAN MUNICIPAL BOND

AUTHORITY CREATED UNDER THE SHARED CREDIT RATING ACT, 1985 PA 227,
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MCL 141.1051 TO 141.1077, AN AMOUNT NOT GREATER THAN THE AMOUNT
AWARDED TO THE DISTRICT OR INTERMEDIATE DISTRICT IN SUBSECTIONS (5)
AND (6), IN ANTICIPATION OF THE RECEIPT OF THE PAYMENTS
APPROPRIATED UNDER SUBSECTION (1), AND MAY AUTHORIZE BY RESOLUTION
OF ITS GOVERNING BODY AND ISSUE ITS BONDS TO EVIDENCE ITS
OBLIGATIONS TO THE MICHIGAN MUNICIPAL BOND AUTHORITY ON THE TERMS
AND WITH THOSE PROVISIONS AS ARE PROVIDED BY RESOLUTION OF THE
BOARD OF THE DISTRICT OR INTERMEDIATE DISTRICT AND AS ARE
ACCEPTABLE TO THE MICHIGAN MUNICIPAL BOND AUTHORITY. A DISTRICT OR
INTERMEDIATE DISTRICT MAY PLEDGE AND ASSIGN TO THE MICHIGAN
MUNICIPAL BOND AUTHORITY, AS SECURITY FOR THE BONDS, ALL OF THE
PAYMENTS APPROPRIATED TO IT UNDER SUBSECTION (1) (A) BUT MAY NOT
OTHERWISE PLEDGE OR ASSIGN THOSE PAYMENTS. BONDS ISSUED UNDER THIS
SUBSECTION ARE NOT SUBJECT TO THE REVISED MUNICIPAL FINANCE ACT OR
THE AGENCY FINANCING REPORTING ACT, 2002 PA 470, MCL 129.171 TO
129.177. THIS SUBSECTION SHALL BE CONSTRUED AS CUMULATIVE AUTHORITY
FOR THE EXERCISE OF THE POWERS GRANTED IN THIS SUBSECTION AND SHALL
NOT BE CONSTRUED TO REPEAL ANY EXISTING LAW. THE PURPOSE OF THIS
SUBSECTION IS TO CREATE FULL AND COMPLETE ADDITIONAL AND ALTERNATE
METHODS FOR THE EXERCISE OF EXISTING POWERS, AND THE POWERS
CONFERRED BY THIS SECTION ARE NOT AFFECTED OR LIMITED BY ANY OTHER
STATUTE OR BY ANY CHARTER OR INCORPORATING DOCUMENT.

(8) PROCEEDS OF BONDS ISSUED UNDER SUBSECTION (7) SHALL BE
MADE AVAILABLE TO DISTRICTS AND INTERMEDIATE DISTRICTS ON OR AFTER
OCTOBER 1, 2008. EACH DISTRICT AND INTERMEDIATE DISTRICT SHALL USE
PROCEEDS OF BONDS ISSUED BY IT UNDER SUBSECTION (7) ONLY FOR A

PURPOSE FOR WHICH AWARDS ARE MADE UNDER SUBSECTIONS (5) AND (6),

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

36

INCLUDING REIMBURSEMENT OF ADVANCES FROM THE 21°T CENTURY SCHOOLS
FUND.

(9) BONDS ISSUED UNDER SUBSECTION (7) DO NOT CONSTITUTE A
GENERAL OBLIGATION OR DEBT OF A DISTRICT OR INTERMEDIATE DISTRICT
WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION.

(10) A PLEDGE MADE BY A DISTRICT OR INTERMEDIATE DISTRICT
UNDER SUBSECTION (7) IS VALID AND BINDING FROM THE TIME THE PLEDGE
IS MADE. THE REVENUE OR OTHER MONEY PLEDGED UNDER SUBSECTION (7)
AND THEREAFTER RECEIVED BY A DISTRICT OR INTERMEDIATE DISTRICT IS
IMMEDIATELY SUBJECT TO THE LIEN OF THE PLEDGE WITHOUT PHYSICAL
DELIVERY OF THE REVENUE OR MONEY OR ANY FURTHER ACT. THE LIEN OF
SUCH A PLEDGE IS VALID AND BINDING AGAINST A PARTY HAVING A CLAIM
OF ANY KIND IN TORT, CONTRACT, OR OTHERWISE AGAINST THE DISTRICT OR
INTERMEDIATE DISTRICT, IRRESPECTIVE OF WHETHER THAT PARTY HAS
NOTICE OF THE PLEDGE. THE RESOLUTION OR ANY OTHER INSTRUMENT BY
WHICH A PLEDGE IS CREATED IS NOT REQUIRED TO BE FILED OR RECORDED
IN ORDER TO ESTABLISH AND PERFECT A LIEN OR SECURITY INTEREST IN
THE PROPERTY PLEDGED.

(11) BONDS ISSUED UNDER SUBSECTION (7) ARE NOT IN ANY WAY A
DEBT OR LIABILITY OF THIS STATE; DO NOT CREATE OR CONSTITUTE ANY
INDEBTEDNESS, LIABILITY, OR OBLIGATION OF THIS STATE; ARE NOT AND
DO NOT CONSTITUTE A PLEDGE OF THE FAITH AND CREDIT OF THIS STATE;
AND SHALL CONTAIN ON THEIR FACE A STATEMENT TO THAT EFFECT.

(12) AS USED IN THIS SECTION:

(A) "CAREER CLUSTERS" MEANS BROAD GROUPINGS OF CAREERS THAT

SHARE SIMILAR COMPETENCY REQUIREMENTS, AS DEFINED BY THE
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DEPARTMENT.

(B) "ELIGIBLE DISTRICTS" MEANS THOSE DISTRICTS CONTAINING AT
LEAST ONE HIGH SCHOOL BUILDING THAT HAS NOT MADE ADEQUATE YEARLY
PROGRESS FOR AT LEAST TWO YEARS AS DETERMINED BY THE DEPARTMENT. IN
ADDITION, FOR THOSE DISTRICTS APPLYING FOR FACILITY GRANTS,
"ELIGIBLE DISTRICTS" MEANS THOSE DISTRICTS OTHERWISE ELIGIBLE AND
THAT HAVE AT LEAST 800 PUPILS IN MEMBERSHIP IN GRADES 9 TO 12 IN
2007-2008, INCLUDING THOSE PUPILS ATTENDING ALTERNATIVE EDUCATION.

(C) "ELIGIBLE INTERMEDIATE DISTRICTS" MEANS THOSE INTERMEDIATE
DISTRICTS THAT APPLY FOR START-UP FUNDING UNDER SUBSECTION (5) FOR
THE PURPOSE OF ESTABLISHING REGIONAL SMALL HIGH SCHOOLS THAT
PRIMARILY SERVE STUDENTS WHO WOULD HAVE ATTENDED HIGH SCHOOLS NOT
ACHIEVING ADEQUATE YEARLY PROGRESS. THE REGIONAL SMALL HIGH SCHOOLS
SHALL PROVIDE EARLY POSTSECONDARY OPPORTUNITIES FOR HIGH SCHOOL
STUDENTS THAT LEAD TO POSTSECONDARY DEGREES OR CERTIFICATIONS AND
EMPLOYMENT. INTERMEDIATE DISTRICTS ARE NOT ELIGIBLE TO APPLY FOR
FACILITY GRANTS UNDER SUBSECTION (6).

(D) "HIGH PRIORITY HIGH SCHOOL BUILDING" MEANS A HIGH SCHOOL
BUILDING THAT HAS NOT ACHIEVED ADEQUATE YEARLY PROGRESS FOR AT
LEAST TWO YEARS AND IS IN A SANCTION PHASE, AS DETERMINED BY THE
DEPARTMENT.

(E) "SMALL HIGH SCHOOL" MEANS A SCHOOL EDUCATING A MAXIMUM
AVERAGE OF 450 PUPILS PER HIGH SCHOOL BUILDING FOR ANY COMBINATION
OF GRADES 9 TO 12.

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
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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 a special education or special education
transportation payment. State aid overpayments made in special
education or special education transportation payments may be
recovered from subsequent special education or special education
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 when 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

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

39

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 appropriated for 26672668 2008-
2009 for obligations in excess of applicable appropriations, an
amount equal to the collection of overpayments, but not to exceed
amounts available from overpayments.

Sec. 18b. (1) Property of a public school academy that was
acquired substantially with funds appropriated under this act shall
be transferred to this state by the public school academy
corporation if any of the following occur:

(a) The public school academy has been ineligible to receive
funding under this act for 18 consecutive months.

(b) The public school academy's contract has been revoked OR
TERMINATED FOR ANY REASON.

(c) The public school academy's contract has not been reissued
by the authorizing body.

(2) Property required to be transferred to this state under
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this section includes title to all real and personal property,
interests in real or personal property, and other assets owned by
the public school academy corporation that were substantially
acquired with funds appropriated under this act.

(3) The state treasurer, or his or her designee, is authorized
to dispose of property transferred to this state under this
section. Except as otherwise provided in this section, the state
treasurer shall deposit in the state school aid fund any money
included in that property and the net proceeds from the sale of the
property or interests in property, after payment by the state
treasurer of any public school academy debt secured by the property
or interest in property.

(4) This section does not impose any liability on this state,
any agency of this state, or an authorizing body for any debt
incurred by a public school academy.

(5) As used in this section and section 18c, "authorizing
body" means an authorizing body defined under seetiern SECTIONS 501
AND 1311B of the revised school code, MCL 380.501 AND MCL
380.1311B.

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,
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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
F— 5 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 education committees and appropriations committees, the
state budget director, and the department not later than 30 days
after 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
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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 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. 20. (1) Fer 20062007 —+the basiecfoundationallowanee—is
$7685-66. For 2007-2008, the basic foundation allowance is
$8,433.00. FOR 2008-2009, THE BASIC FOUNDATION ALLOWANCE IS
$8,541.00.

(2) The amount of each district's foundation allowance shall
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be calculated as provided in this section, using a basic foundation
allowance in the amount specified in subsection (1).

(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:

$7168-00)divided by $1325-001—Beginning—3in— FOR 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
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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) Except as otherwise provided in this subsection, beginning
in—2668-—26069+- 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
immediately preceding state fiscal year to the current state fiscal
year in the basic foundation allowance.

(c) For a district that in the 1994-95 state fiscal year had a
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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 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 18.1367b. Fer—2882—2003+—Fer—=
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(d) 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) Beginning in 2667 2668—Ffor FOR a district that received a
payment under section 22c as 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 22c as 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 or the basic foundation
allowance for the current state fiscal year, whichever is less,
minus the difference between the SUM OF THE product of the taxable
value per membership pupil of all property in the district that is

reot—a—principal—residenceor guatifiedagrieuttural NON-EXEMPT
property times the tesser of 38 mills eor the number of mills of
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gehool—operating—taxestevied by the digtricet—4n3993 94 CERTIFIED
MILLS AND, FOR A DISTRICT WHOSE CERTIFIED MILLS EXCEEDS 12, THE

PRODUCT OF THE TAXABLE VALUE PER MEMBERSHIP PUPIL OF PROPERTY IN
THE DISTRICT THAT IS COMMERCIAL PERSONAL PROPERTY TIMES THE

CERTIFIED MILLS MINUS 12 MILLS and the quotient of the ad valorem

property tax revenue of the district captured under I995—PA 3197

280—MEE—3125-2871 +o 3252899 TAX INCREMENT FINANCING ACTS, divided
by the district's membership excluding special education pupils.
For a district described in subsection (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 SUM OF THE
product of the taxable value per membership pupil of all property

in the district that is ret—a prineipal residenceor gualified
agrieulttural NON-EXEMPT property times the ltesser of 18 mills or

: : £ mild c 1 . . . L ed 1 1
distriet—in—31993-94 CERTIFIED MILLS AND, FOR A DISTRICT WHOSE
CERTIFIED MILLS EXCEEDS 12, THE PRODUCT OF THE TAXABLE VALUE PER
MEMBERSHIP PUPIL OF PROPERTY IN THE DISTRICT THAT IS COMMERCIAL
PERSONAL PROPERTY TIMES THE CERTIFIED MILLS MINUS 12 MILLS and the

quotient of the ad valorem property tax revenue of the district
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captured under I975—PAI9F—MCLIR2E 1651 —+te125-36831—+the+tax¢

auvthority aet—20065—PA 286, MCE 3252871 to3125-2899 TAX INCREMENT

FINANCING ACTS, divided by the district's membership excluding
special education pupils. 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.

(5) The allocation calculated under this 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 439> (18), the allocation calculated under this section
shall not include the adjustment described in subsection 4353 (18).
For a pupil enrolled pursuant to section 105 or 105c¢c 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
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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).

FOR 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 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,
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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
SUM OF THE product of the taxable value per membership pupil of all
property in the district that is neta prineipal residenece oFr
guatified agrieutturatl NON-EXEMPT property times the lesserof 38

{17 1 J c 17 e 1 . . . ed ]
thedistriet—3n 3199394 CERTIFIED MILLS AND, FOR A DISTRICT WHOSE

CERTIFIED MILLS EXCEEDS 12, THE PRODUCT OF THE TAXABLE VALUE PER
MEMBERSHIP PUPIL OF PROPERTY IN THE DISTRICT THAT IS COMMERCIAL
PERSONAL PROPERTY TIMES THE CERTIFIED MILLS MINUS 12 MILLS and the
quotient of the ad valorem property tax revenue of the district

captured under 1995—PA 3197 —MCL—3I25 1651 to3125- 31681 —+the tax
inerement—financeauvtherity aet—31986PA 450 MCE3125-1881+Fe
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FINANCING ACTS, divided 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 ard , qualified agricultural property ,
QUALIFIED FOREST PROPERTY, INDUSTRIAL PERSONAL PROPERTY AND
COMMERCIAL PERSONAL PROPERTY under section 121143 of the revised
school code, MCL 380.1211, is 0.5 mills or less; and 1f 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
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the calendar year ending in the fiscal year the district levies 18

11 : 1 WD e hool . Levied ]
the—distriet—3n 1993 —whichever 3is—1ess THE CERTIFIED MILLS, on
property that is rmneta prineipal residence or guatified
agrieulturat NON-EXEMPT 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 ard , qualified agricultural property ,
QUALIFIED FOREST PROPERTY, INDUSTRIAL PERSONAL PROPERTY AND
COMMERCIAL PERSONAL PROPERTY are exempt and not to levy school
operating taxes on a principal residence amd , qualified
agricultural property , QUALIFIED FOREST PROPERTY, INDUSTRIAL
PERSONAL PROPERTY AND COMMERCIAL PERSONAL PROPERTY as provided in
section 121143 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 , QUALIFIED FOREST PROPERTY,
INDUSTRIAL PERSONAL PROPERTY, AND COMMERCIAL PERSONAL PROPERTY at
the rate authorized for the district under section 121143} of the
revised school code, MCL 380.1211, and levied school operating

taxes on all property at the rate authorized for the district under
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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 I8—wmitls—er the

J £ il c hool . Levied ] : 3 . .
1993 —whichever—is—3tessy THE CERTIFIED MILLS on property that is

ret—a—principat—residence—or gualified agrievtturel—property NON-
EXEMPT, the amount calculated under this subsection will be reduced
by the same percentage as the millage actually levied compares e
the—3 8 mitls—eorthe numberof wmills Jtevied—3n 3993 THE CERTIFIED
MILLS, whichever 1s 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
203 (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
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allowance for a special education pupil are not calculated under
this section but are instead calculated under section 5la.

(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 membership 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 subcommittees responsible for school aid appropriations not
later than 7 days 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 state fiscal
year, adjusted for any change in the rate or base of a tax the
proceeds of which are deposited in that fund and 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
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estimated total school 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 subcommittees
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. Hewewver—Ffor
20067—20068—+the—index——shall-be—31-006+- If a consensus index 1s 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 conclusion of the
revenue conference.

(14) If the principals at the revenue estimating conference
reach a consensus on the index described in subsection (13) (c¢), the
bagie LOWEST foundation allowance AMONG ALL DISTRICTS for the
subsequent state fiscal year shall be at least the amount of that
consensus index multiplied by the basie LOWEST foundation allowance
speeifiedin subseetion—{3} AMONG ALL DISTRICTS IN THE IMMEDIATELY
PRECEDING STATE FISCAL YEAR.

(15) e ] . . e CL

. I e 1 J hip Tudd . 14 3 .
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436> (15) 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 foundation 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
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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 membership. As used in this
subsection, "additional expenses" means the district's expenses for
tuition or fees, not to exceed the 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.

37> (16) 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 recalculated 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.

+38)> (17) 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 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
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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.

+3+9)> (18) 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 426} (19). 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 left
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
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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 approve 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.

426} (19) An early intervening program that uses funds
resulting from the adjustment under subsection 439} (18) 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, wvisual memory,
motor skill development, behavior, or language development. These

would be provided based on an understanding of the individual
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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 progress 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.

423> (20) 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.

422} (21) 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
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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.

(22) FOR 2008-2009, THE TOTAL DOLLAR AMOUNT OF THE ADJUSTMENT
FROM THE IMMEDIATELY PRECEDING STATE FISCAL YEAR TO THE CURRENT
STATE FISCAL YEAR IN A DISTRICT OR PUBLIC SCHOOL ACADEMY’S
FOUNDATION ALLOWANCE, AS OTHERWISE DETERMINED UNDER THIS SECTION,
SHALL BE ADJUSTED IN A MANNER DETERMINED BY THE DEPARTMENT AS
FOLLOWS:

(A) 100% OF THE ADJUSTMENT IN THE FOUNDATION ALLOWANCE SHALL
BE GIVEN TO EACH DISTRICT OR PUBLIC SCHOOL ACADEMY THAT PROVIDES
INSTRUCTION TO PUPILS IN EITHER ALL HIGH SCHOOL GRADES OR A PROGRAM
IN WHICH 100% OF THE PUPILS ENROLLED ARE IN A TRANSITIONAL
EDUCATION PROGRAM THAT PREPARES STUDENTS WITH DISABILITIES FOR
ADULT ROLES IN THE WORKPLACE AND LIFE.

(B) 92.5% OF THE ADJUSTMENT IN THE FOUNDATION ALLOWANCE SHALL
BE GIVEN TO EACH DISTRICT OR PUBLIC SCHOOL ACADEMY THAT PROVIDES
INSTRUCTION TO PUPILS IN THREE HIGH SCHOOL GRADES.

(C) 85.0% OF THE ADJUSTMENT IN THE FOUNDATION ALLOWANCE SHALL
BE GIVEN TO EACH DISTRICT OR PUBLIC SCHOOL ACADEMY THAT PROVIDES
INSTRUCTION TO PUPILS IN TWO HIGH SCHOOL GRADES.

(D) 77.5% OF THE ADJUSTMENT IN THE FOUNDATION ALLOWANCE SHALL
BE GIVEN TO EACH DISTRICT OR PUBLIC SCHOOL ACADEMY THAT PROVIDES
INSTRUCTION TO PUPILS IN ONE HIGH SCHOOL GRADE.

(E) 70.0% OF THE ADJUSTMENT IN THE FOUNDATION ALLOWANCE SHALL
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BE GIVEN TO EACH DISTRICT OR PUBLIC SCHOOL ACADEMY THAT PROVIDES
INSTRUCTION TO PUPILS IN GRADES 8 AND BELOW.

(F) FOR THE PURPOSES OF THIS SUBSECTION, "HIGH SCHOOL GRADE"
MEANS ANY GRADE FROM 9 TO 12.

(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 22b. A DISTRICT OR PUBLIC
SCHOOL ACADEMY MAY USE FOUNDATION ALLOWANCE PAYMENTS AS CALCULATED
UNDER THIS SECTION FOR PROGRAMS THAT PREPARE CHILDREN FROM BIRTH TO
5 YEARS OF AGE FOR SUCCESS IN SCHOOL.

(24) If an amendment to section 2 of article VIII 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) "CERTIFIED MILLS" MEANS THE LESSER OF 18 MILLS OR THE
NUMBER OF MILLS OF SCHOOL OPERATING TAXES LEVIED BY THE DISTRICT IN
1993-94.

+a+ (B) "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.

4B+ (C) "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
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pupils.

+e)> (D) "Current state fiscal year" means the state fiscal
yvear for which a particular calculation is made.

4 (E) "Immediately preceding state fiscal year" means the
state fiscal year immediately preceding the current state fiscal
year.

+4e}> (F) "Local school operating revenue" means school
operating taxes levied under section 1211 of the revised school
code, MCL 380.1211.

+£}+ (@) "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.

4+ (H) "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
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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].

41} (I) "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.

(J) "NON-EXEMPT PROPERTY" MEANS PROPERTY THAT IS NOT A
PRINCIPAL RESIDENCE, QUALIFIED AGRICULTURAL PROPERTY, QUALIFIED
FOREST PROPERTY, INDUSTRIAL PERSONAL PROPERTY, OR COMMERCIAL
PERSONAL PROPERTY.

43+ (K) "Principal residence" and , "qualified agricultural
property" , "QUALIFIED FOREST PROPERTY", "INDUSTRIAL PERSONAL
PROPERTY", AND "COMMERCIAL PERSONAL PROPERTY" mean those terms as
defined in section 7dd of the general property tax act, 1893 PA
206, MCL 211.7dd AND SECTION 1211 OF THE REVISED SCHOOL CODE,
MCL.380.1211.

45+ (L) "School operating purposes" means the purposes
included in the operation costs of the district as prescribed in
sections 7 and 18.

4= (M) "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.

(N) "TAX INCREMENT FINANCING ACTS" MEANS 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
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ACT, 1986 PA 281, MCL 125.2151 TO 125.2174, THE BROWNFIELD
REDEVELOPMENT FINANCING ACT, 1996 PA 381, MCL 125.2651 TO 125.2672,
OR THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005 PA 280, MCL
125.2871 TO 125.2899.

41 (0) "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. 20d. In making the final determination required under
former section 20a of a district's combined state and local revenue
per membership pupil in 1993-94 and in making calculations under
section 20 FOR 2008-2009, the department and the department of
treasury shall comply with all of the following:

(a) For a district that had combined state and local revenue
per membership pupil in the 1994-95 state fiscal year of $6,500.00
or more and served as a fiscal agent for a state board designated
area vocational education center in the 1993-94 school year, total
state school aid received by or paid on behalf of the district
pursuant to this act in 1993-94 shall exclude payments made under
former section 146 and under section 147 on behalf of the
district's employees who provided direct services to the area
vocational education center. Not later than June 30, 1996, the
department shall make an adjustment under this subdivision to the
district's combined state and local revenue per membership pupil in
the 1994-95 state fiscal year and the department of treasury shall

make a final certification of the number of mills that may be

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

66

levied by the district under section 1211 of the revised school
code, MCL 380.1211, as a result of the adjustment under this
subdivision.

(b) If a district had an adjustment made to its 1993-94 total
state school aid that excluded payments made under former section
146 and under section 147 on behalf of the district's employees who
provided direct services for intermediate district center programs
operated by the district under article 5, if nonresident pupils
attending the center programs were included in the district's
membership for purposes of calculating the combined state and local
revenue per membership pupil for 1993-94, and if there is a signed
agreement by all constituent districts of the intermediate district
that an adjustment under this subdivision shall be made, the
foundation allowances for 1995-96 and 1996-97 of all districts that
had pupils attending the intermediate district center program
operated by the district that had the adjustment shall be
calculated as i1f their combined state and local revenue per
membership pupil for 1993-94 included resident pupils attending the
center program and excluded nonresident pupils attending the center
program.

SEC. 20H. (1) FROM THE AMOUNT ALLOCATED UNDER SECTION 22B, AN
AMOUNT ESTIMATED AT $1,300,000.00 IS ALLOCATED FOR SUPPLEMENTAL
PAYMENTS TO DISTRICTS THAT ARE DETERMINED BY THE DEPARTMENT AND THE
DEPARTMENT OF TREASURY TO MEET THE ELIGIBILITY REQUIREMENTS UNDER
THIS SECTION.

(2) TO BE ELIGIBLE FOR A PAYMENT UNDER THIS SECTION, A

DISTRICT SHALL MEET ALL OF THE FOLLOWING:
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(A) THE DISTRICT DOES NOT RECEIVE ANY STATE PORTION OF ITS
FOUNDATION ALLOWANCE, AS CALCULATED UNDER SECTION 20(4).

(B) THE DISTRICT’S LOCAL REVENUE FROM MILLAGE LEVIED FOR
SCHOOL OPERATING PURPOSES IS REDUCED DUE TO EXEMPTIONS OF
INDUSTRIAL PERSONAL PROPERTY AND COMMERCIAL PERSONAL PROPERTY
RESULTING FROM THE ENACTMENT OF 2007 PA 37.

(3) PAYMENTS SHALL BE THE SUM OF THE PRODUCT OF THE DISTRICT’S
INDUSTRIAL PERSONAL PROPERTY TAXABLE VALUE FOR THE CALENDAR YEAR
ENDING IN THE CURRENT FISCAL YEAR MULTIPLIED BY THE TOTAL NUMBER OF
MILLS THE DISTRICT LEVIES ON ALL PROPERTY THAT IS NOT EXEMPT UNDER
SECTION 1211 OF THE REVISED SCHOOL CODE, MCL 380.1211, FOR THAT
CALENDAR YEAR, AND THE PRODUCT OF THE DISTRICT’'S COMMERCIAL
PERSONAL PROPERTY TAXABLE VALUE FOR THE CALENDAR YEAR ENDING IN THE
CURRENT FISCAL YEAR MULTIPLIED BY THE LESSER OF 12 MILLS OR THE
TOTAL NUMBER OF MILLS THE DISTRICT LEVIES ON ALL PROPERTY THAT IS
NOT EXEMPT UNDER SECTION 1211 OF THE REVISED SCHOOL CODE, MCL
380.1211, FOR THAT CALENDAR YEAR.

(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 ADDITIONAL STATE PAYMENTS UNDER
SECTION 22B.

Sec. 20j. (1) Foundation allowance supplemental payments for
20072668 2008-2009 to districts that in the 1994-95 state fiscal
yvear 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 basic foundation

06420'08 OSB



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

68

allowance for the 1998-99 state fiscal year and $7+3168-66 $7,204.00
less $223.00 minus the dollar amount of the adjustment from the
1998-99 state fiscal year to 26662667 2007-2008 in 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
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allocated an amount not to exceed $6632,-666-666-066
$5,951,000,000.00 for 2007-2008 AND $6,038,000,000.00 FOR 2008-2009

for 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 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 SUM OF THE

product of the taxable value per membership pupil of all property
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in the district that is ret—a homestead eor gualtified agrieultural
NON-EXEMPT property times the lessereof I8 mills—er the number of

L11 c 1 . . . L ed 1 1 1 . .
CERTIFIED MILLS AND, FOR A DISTRICT WHOSE CERTIFIED MILLS EXCEEDS
12, THE PRODUCT OF THE TAXABLE VALUE PER MEMBERSHIP PUPIL OF
PROPERTY IN THE DISTRICT THAT IS COMMERCIAL PERSONAL PROPERTY TIMES
THE CERTIFIED MILLS MINUS 12 MILLS and the quotient of the ad

valorem property tax revenue of the district captured under IS75—PA

2860—MEEI25-2871+te—3125-2899 TAX INCREMENT FINANCING ACTS, divided
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
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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 1995—PA 3197 —MCL—I25 1651 to3125- 1681 —+the tax

auvthority aet—20065—PA 286, MCE325-2871 to125-2899 TAX INCREMENT

FINANCING ACTS, divided 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.
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(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 by 1994 PA 283.

(B) "CERTIFIED MILLS" MEANS THE LESSER OF 18 MILLS OR THE
NUMBER OF MILLS OF SCHOOL OPERATING TAXES LEVIED BY THE DISTRICT IN
1993-94.

4B+ (C) "Current state fiscal year" means the state fiscal
yvear for which a particular calculation is made.

+e)} (D) "Current year hold harmless school operating taxes per

pupil" means the per pupil revenue generated by multiplying a
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district's 1994-95 hold harmless millage by the district's current
year taxable value per membership pupil.

4> (E) "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 amd , qualified agricultural property ,
QUALIFIED FOREST PROPERTY, INDUSTRIAL PERSONAL PROPERTY, AND
COMMERCIAL PERSONAL PROPERTY could be reduced as provided in
section 1211(1) of the revised school code, MCL 380.1211, and 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)} (F) "Homestead" means that term as defined in section 1211
of the revised school code, MCL 380.1211.

+£}+ (@) "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.

(H) "NON-EXEMPT PROPERTY" MEANS PROPERTY THAT IS NOT A
PRINCIPAL RESIDENCE, QUALIFIED AGRICULTURAL PROPERTY, QUALIFIED
FOREST PROPERTY, INDUSTRIAL PERSONAL PROPERTY, OR COMMERCIAL
PERSONAL PROPERTY.

4> (I) "Qualified agricultural property" means that term as
defined in section 1211 of the revised school code, MCL 380.1211.

41+ (J) "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.
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4+ (K) "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.

45+ (L) "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.

(M) "TAX INCREMENT FINANCING ACTS" MEANS 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, THE BROWNFIELD
REDEVELOPMENT FINANCING ACT, 1996 PA 381, MCL 125.2651 TO 125.2672,
OR THE CORRIDOR IMPROVEMENT AUTHORITY ACT, 2005 PA 280, MCL
125.2871 TO 125.2899.

=) (N) "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 ard , qualified
agricultural property , QUALIFIED FOREST PROPERTY, INDUSTRIAL
PERSONAL PROPERTY, AND COMMERCIAL PERSONAL PROPERTY may be reduced
as provided in section 121143} of the revised school code, MCL
380.1211, the taxable value of homestead arnd , qualified
agricultural property , QUALIFIED FOREST PROPERTY, INDUSTRIAL
PERSONAL PROPERTY, AND COMMERCIAL PERSONAL 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
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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+722-666-666-066
$3,683,275,000.00 for 2007-2008 AND $3,949,325,000.00 FOR 2008-2009
for 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, 5la(2),
51a(3), and 51a(l12), minus the sum of the allocations to the
district under sections 22a and 5lc.

(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 at 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
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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 1230g 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) 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) It is the intent of the legislature that all
constitutional obligations of this state have been fully funded
under sections 22a, 31d, 5la, and 51lc. 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
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amount as may be necessary to satisfy the claim before making any
payments to districts under 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) 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 subsection (6) or
allocate from the discretionary funds for nonmandated payments
under this section the amount as may be necessary to satisfy the
amount owed to districts before making any payments to districts
under subsection (2).

(8) 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 over the claim.

(9) 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
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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) 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 XIX 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.
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Sec. 22d. (1) From the amount allocated under section 22b, an
amount not to exceed $#56-666-66 $2,025,000.00 is allocated for
2007-2008 AND 2008-2009 for additional payments to small,
geographically isolated districts under this section.

(2) Fo—Pbe-eligible for o payment—under this seetion——a
distriet——shall meet—all of the following:+ FROM THE ALLOCATION IN
SUBSECTION (1), THERE IS ALLOCATED FOR 2007-2008 AND 2008-2009 AN
AMOUNT NOT TO EXCEED $750,000.00 FOR A DISTRICT THAT MEETS 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 £his—seetion SUBSECTION (2) shall be determined

under a spending plan developed as provided in this subsection and
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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——seetioen SUBSECTION (2) 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 £his—secetion
SUBSECTION (2) and shall be paid to the eligible districts in the
same manner as payments under section 22b.

(4) FROM THE ALLOCATION IN SUBSECTION (1), THERE IS ALLOCATED
FOR 2007-2008 AND 2008-2009 AN AMOUNT NOT TO EXCEED $1,275,000.00
FOR PAYMENTS TO DISTRICTS UNDER THIS SUBSECTION.

(A) TO BE ELIGIBLE, A DISTRICT SHALL MEET ALL OF THE
FOLLOWING:

(i) HAS 5.0 OR FEWER PUPILS PER SQUARE MILE AS DETERMINED BY
THE DEPARTMENT.

(ii) IS LOCATED IN THE UPPER PENINSULA.

(B) THE FUNDS ALLOCATED UNDER THIS SUBSECTION SHALL BE
ALLOCATED ON AN EQUAL PER PUPIL BASIS.

(5) A DISTRICT RECEIVING FUNDS ALLOCATED UNDER SUBSECTION 2 IS

NOT ELIGIBLE FOR FUNDING ALLOCATED UNDER SUBSECTION (4).
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Sec. 24. (1) From the appropriation in section 11, there is
allocated for 266742668 2008-2009 an 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 (2).

intermediate distrietl s addedeost- Beginning with allocations for

2008-2009, 100% of the total amount allocated under this section
shall be allocated by paying to the educating district or
intermediate district an amount equal to the lesser of the
district’s or intermediate district’s added cost or the
department’s approved per pupil allocation for the district or
intermediate district. For the purposes of this subsection:

(a) "Added cost" means 100% of the added cost each fiscal year

for educating all pupils assigned by a court or the department of
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human services to reside in or to attend a juvenile detention
facility or child caring institution licensed by the department of
human services or the department of labor and economic growth and
approved by the department to provide an on-grounds education
program. Added cost shall be computed by deducting all other
revenue received under this act for pupils described in this
section from total costs, as approved by the department, in whole
or in part, for educating those pupils in the on-grounds education
program or in a program approved by the department that is located
on property adjacent to a juvenile detention facility or child
caring institution. Costs reimbursed by federal funds are not
included.

(b) "Department’s approved per pupil allocation" for a
district or intermediate district shall be determined by dividing
the total amount allocated under this section for a fiscal year by
the full-time equated membership total for all pupils approved by
the department to be funded under this section for that fiscal year
for the district or intermediate district.

(3) A district or intermediate district educating pupils
described in this section at a residential child caring institution
may operate, and receive funding under this section for, a
department-approved on-grounds educational program for those pupils
that is longer than 181 days, but not longer than 233 days, if the
child caring institution was licensed as a child caring institution
and offered in 1991-92 an on-grounds educational program that was
longer than 181 days but not longer than 233 days and that was

operated by a district or intermediate district.
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(4) Special education pupils funded under section 53a shall
not be funded under this section.

Sec. 24a. From the appropriation in section 11, there is
allocated an amount not to exceed $3+363-466-66 $2,828,500.00 for
20072668 2008-2009 for payments to intermediate districts for
pupils who are placed in juvenile justice service facilities
operated by the department of human services. Each intermediate
district shall receive an amount equal to the state share of those
costs that are clearly and directly attributable to the educational
programs for pupils placed in facilities described in this section
that are located within the intermediate district’s boundaries. The
intermediate districts receiving payments under this section shall
cooperate with the department of human services to ensure that all
funding allocated under this section is utilized by the
intermediate district and department of human services for
educational programs for pupils described in this section. Pupils
described in this section are not eligible to be funded under
section 24. However, a program responsibility or other fiscal
responsibility associated with these pupils shall not be
transferred from the department of human services to a district or
intermediate district unless the district or intermediate district
consents to the transfer.

Sec. 24c. From the appropriation in section 11, there is
allocated an amount not to exceed $3-283-9566-66 $1,284,600.00 for
26672668 2008-2009 for payments to districts for pupils who are
enrolled in a nationally administered community-based education and

youth mentoring program, known as the youth challenge program, that
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igs located within the district and is administered by the
department of military and veterans affairs. A district receiving
payments under this section shall contract with the department of
military and veterans affairs to ensure that all funding allocated
under this section is utilized by the district and the department
of military and veterans affairs for the youth challenge program.

Sec. 26a. From the state school aid fund appropriation in
section 11, there is allocated an amount not to exceed
$36-6006,0006-66 $41,400,000.00 for 26672668 2008-2009, and from the
general fund appropriation in section 11, there is allocated an
amount not to exceed $34,6665666-66 $16,100,000.00 for 266726068
2008-2009 to reimburse districts, intermediate districts, and the
state school aid fund pursuant to section 12 of the Michigan
renaissance zone act, 1996 PA 376, MCL 125.2692, for taxes levied
in 2667 2008. The allocations shall be made not later than 60 days
after the department of treasury certifies to the department and to
the state budget director that the department of treasury has
received all necessary information to properly determine the
amounts due to each eligible recipient.

Sec. 26b. (1) From the appropriation in section 11, there is
allocated for 26672668 2008-2009 an amount not to exceed
$3,400,000.00 for payments to districts, intermediate districts,
and community college districts for the portion of the payment in
lieu of taxes obligation that is attributable to districts,
intermediate districts, and community college districts pursuant to
section 2154 of the natural resources and environmental protection

act, 1994 PA 451, MCL 324.2154.
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(2) If the amount appropriated under this section is not
sufficient to fully pay obligations under this section, payments
shall be prorated on an equal basis among all eligible districts,
intermediate districts, and community college districts.

Sec. 29. (1) From the appropriation in section 11, there is
allocated an amount not to exceed $20,000,000.00 for 266742668
2008-2009 for additional payments to eligible districts for
declining enrollment assistance.

(2) A district is eligible for a payment under this section if
all of the following apply:

(a) The district's pupil membership for the current fiscal
yvear 1s less than the district's pupil membership for the
immediately preceding fiscal year and the district's pupil
membership for the immediately preceding fiscal year is less than
the district's pupil membership for the previously preceding fiscal
year as calculated under section 6 for that fiscal year.

(b) The district's average pupil membership is greater than
the district's pupil membership for the current fiscal year as
calculated under section 6.

(c) The district is not eligible to receive funding under
sections 6(4) (y) or 22d.

(3) Payments to each eligible district shall be equal to the
difference between the district's average pupil membership and the
district's pupil membership as calculated under section 6 for the
current fiscal year multiplied by the district's foundation
allowance as calculated under section 20. If the total amount of

the payments calculated under this subsection exceeds the
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allocation for this section, the payment to each district shall be
prorated on an equal percentage basis.

(4) For the purposes of this section, "average pupil
membership" means the average of the district's membership for the
3-fiscal-year period ending with the current fiscal year,
calculated by adding the district's actual membership for each of
those 3 fiscal years, as otherwise calculated under section 6, and
dividing the sum of those 3 membership figures by 3.

Sec. 3la. (1) From the state school aid fund money
appropriated in section 11, there is allocated for 266742688 2008-
2009 an amount not to exceed $339,3506-666-66 $321,350,000.00 for
payments to eligible districts and eligible public school academies
under this section. Subject to subsection (14), the amount of the
additional allowance under this section, other than funding under
subsection (6) or (7), shall be based on the number of actual
pupils in membership in the district or public school academy who
met the income eligibility criteria for free breakfast, lunch, or
milk in the immediately preceding state fiscal year, as determined
under the Richard B. Russell national school lunch act, 42 USC 1751
to 1769i, and reported to the department by October 31 of the
immediately preceding fiscal year and adjusted not later than
December 31 of the immediately preceding fiscal year. However, for
a public school academy that began operations as a public school
academy after the pupil membership count day of the immediately
preceding school year, the basis for the additional allowance under
this section shall be the number of actual pupils in membership in

the public school academy who met the income eligibility criteria
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for free breakfast, lunch, or milk in the current state fiscal
year, as determined under the Richard B. Russell national school
lunch act.

(2) To be eligible to receive funding under this section,
other than funding under subsection (6) or (7), a district or
public school academy that has not been previously determined to be
eligible shall apply to the department, in a form and manner
prescribed by the department, and a district or public school
academy must meet all of the following:

(a) The sum of the district's or public school academy's
combined state and local revenue per membership pupil in the
current state fiscal year, as calculated under section 20, plus the
amount of the district's per pupil allocation under section 20j(2),
is less than or equal to the basic foundation allowance under
section 20 for the current state fiscal year.

(b) The district or public school academy agrees to use the
funding only for purposes allowed under this section and to comply
with the program and accountability requirements under this
section.

(3) Except as otherwise provided in this subsection, an
eligible district or eligible