HOUSE BILL No. 5436

0o N o o0~ W N P

HOUSE BILL No. 5436

November 22, 2005, Introduced by Rep. Moolenaar and referred to the Committee on
Appropriations.

A bill to anend 1979 PA 94, entitled
"The state school aid act of 1979,"
by amendi ng sections 11, 1la, 20, and 22b (MCL 388. 1611, 388.1611a,
388. 1620, and 388.1622b), as anended by 2005 PA 155, and by adding
section 99c.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 11. (1) —Fer—theftiscal—year—ending—Septenber—30,—2005-
. : I bl | hi

the—general—fund— For the fiscal year ending Septenber 30, 2006,
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there is appropriated for the public schools of this state and
certain other state purposes relating to education the sum of
$11.257.600,-000-00— $11, 275, 850, 000. 00 fromthe state school aid
fund established by section 11 of article I X of the state
constitution of 1963, the sum of $44,500, 000.00 fromthe proceeds
of capitalization of the school bond | oan fund revol ving fund, and
t he sum of $62, 714, 000.00 fromthe general fund. In addition
avai |l abl e federal funds are appropriated for each fiscal year.

(2) The appropriations under this section shall be allocated
as provided in this act. Money appropriated under this section from
t he general fund shall be expended to fund the purposes of this act
before the expendi ture of noney appropriated under this section
fromthe state school aid fund. If the maxi mum anount appropri ated
under this section fromthe state school aid fund for a fiscal year
exceeds the anpunt necessary to fully fund allocations under this
act fromthe state school aid fund, that excess anount shall not be
expended in that state fiscal year and shall not |apse to the
general fund, but instead shall be deposited into the school aid
stabilization fund created in section 1la.

(3) If the maxi mum anmount appropriated under this section from
the state school aid fund and the school aid stabilization fund for
a fiscal year exceeds the anobunt avail able for expenditure fromthe
state school aid fund for that fiscal year, paynents under sections
11f, 11g, 11j, 22a, 26a, 26b, 31d, 51a(2), 51a(12), 51c, 53a, and
56 shall be made in full. In addition, for districts begi nning
operations after 1994-95 that qualify for paynments under section

22b, paynents under section 22b shall be nmade so that the
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gual ifying districts receive the |esser of an amount equal to the
1994-95 foundation all owance of the district in which the district
begi nning operations after 1994-95 is | ocated or $5,500.00. The
anount of the paynent to be nmade under section 22b for these
qgual i fying districts shall be as cal cul ated under section 22a, with
t he bal ance of the paynent under section 22b being subject to the
proration otherw se provided under this subsection and subsection
(4). If proration is necessary after 2002-2003, state paynents
under each of the other sections of this act fromall state funding
sources shall be prorated in the manner prescribed in subsection
(4) as necessary to reflect the anbunt avail able for expenditure
fromthe state school aid fund for the affected fiscal year.
However, if the department of treasury determ nes that proration
will be required under this subsection, or if the departnment of
treasury determ nes that further proration is required under this
subsection after an initial proration has already been nade for a
fiscal year, the departnment of treasury shall notify the state
budget director, and the state budget director shall notify the

| egi slature at | east 30 cal endar days or 6 |egislative session
days, whichever is nore, before the departnent reduces any paynents
under this act because of the proration. During the 30 cal endar day
or 6 legislative session day period after that notification by the
state budget director, the departnment shall not reduce any paynents
under this act because of proration under this subsection. The

| egi sl ature may prevent proration fromoccurring by, within the 30
cal endar day or 6 legislative session day period after that

notification by the state budget director, enacting |egislation
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appropriating additional funds fromthe general fund,
countercyclical budget and econom c stabilization fund, state
school aid fund bal ance, or another source to fund the anmount of
the projected shortfall.

(4) If proration is necessary, the department shall calculate
the proration in district and internediate district paynents that
is required under subsection (3) as foll ows:

(a) The department shall calculate the percentage of total
state school aid allocated under this act for the affected fisca
year for each of the foll ow ng:

(i) Districts.

(i) Intermedi ate districts.

(iii) Entities other than districts or internediate districts.

(b) The departnent shall recover a percentage of the proration
anount required under subsection (3) that is equal to the
per cent age cal cul ated under subdivision (a)(i) for districts by
reduci ng paynents to districts. This reduction shall be nade by
cal cul ating an equal dollar anmount per pupil as necessary to
recover this percentage of the proration anount and reduci ng each
district's total state school aid fromstate sources, other than
paynents under sections 11f, 11g, 11j, 22a, 26a, 26b, 31d, 5la(2),
51a(12), 51c, and 53a, by that anount.

(c) The department shall recover a percentage of the proration
anount required under subsection (3) that is equal to the
per cent age cal cul ated under subdivision (a)(ii) for internmediate
districts by reducing paynents to intermediate districts. This

reduction shall be nade by reducing the paynents to each
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intermediate district, other than paynents under sections 11f, 11g,
26a, 26b, 5la(2), 5l1la(12), 53a, and 56, on an equal percentage
basi s.

(d) The departnent shall recover a percentage of the proration
anount required under subsection (3) that is equal to the
per cent age cal cul ated under subdivision (a)(iii) for entities other
than districts and internediate districts by reducing paynents to
these entities. This reduction shall be made by reducing the
paynents to each of these entities, other than paynents under
sections 11j, 26a, and 26b, on an equal percentage basis.

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

Sec. l1lla. (1) The school aid stabilization fund is created as
a separate account within the state school aid fund established by
section 11 of article I X of the state constitution of 1963.

(2) The state treasurer may receive noney 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 foll ow ng:

(a) Unexpended and unencunbered state school aid fund revenue
for a fiscal year that remains in the state school aid fund as of
t he bookcl osing for that fiscal year.

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

(c) Money appropriated to the school aid stabilization fund.
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(3) Money available in the school aid stabilization fund may
not be expended w thout a specific appropriation fromthe schoo
aid stabilization fund. Mney in the school aid stabilization fund
shall be expended only for purposes for which state school aid fund
noney may be expended.

(4) The state treasurer shall direct the investnment of the
school aid stabilization fund. The state treasurer shall credit to
t he school aid stabilization fund interest and earnings from fund
i nvest ment s.

(5) Money in the school aid stabilization fund at the cl ose of
a fiscal year shall remain in the school aid stabilization fund and
shall not |apse to the unreserved school aid fund bal ance or the
general fund.

(6) If the maxi mum anmount appropriated under section 11 from
the state school aid fund for a fiscal year exceeds the anount
avai |l abl e for expenditure fromthe state school aid fund for that
fiscal year, there is appropriated fromthe school aid
stabilization fund to the state school aid fund an anobunt equal to
the projected shortfall as determ ned by the departnent of
treasury, but not to exceed avail able noney in the school aid
stabilization fund. If the noney 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 |egislature
as required under section 11(3) and state paynents in an anount
equal to the renmmi nder of the projected shortfall shall be prorated

in the manner provided under section 11(4).

(7) —Each—school+fisecal—yearfor2004-2005—andfor— FOR 2005-
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2006, there is transferred fromthe school aid stabilization fund
to the state school aid fund the anpbunt necessary to fully fund the
al l ocations under this act.

Sec. 20. (1) —Fe+r—2003-2004—andfor2004-2005—the basie
For 2005-

2006, the basic foundation all owance is $6, 875. 00.

(2) The amount of each district's foundation all owance shal
be cal cul ated as provided in this section, using a basic foundation
al l omance in the anmpbunt specified in subsection (1).

(3) Except as otherwi se provided in this section, the anount
of a district's foundation allowance shall be cal cul ated as
follows, using in all calculations the total amount of the
district's foundation all owance as cal cul ated before any proration:

(a) Except as otherw se provided in this subsection, for a
district that in the imredi ately preceding state fiscal year had a
foundati on all owance in an anount at |east equal to the anount of
t he basi c foundation all owance for the imediately preceding state
fiscal year, the district shall receive a foundation allowance in
an armount equal to the sumof the district's foundation all owance
for the immedi ately preceding state fiscal year plus the dollar
anount of the adjustnment fromthe imediately precedi ng state
fiscal year to the current state fiscal year in the basic
foundati on al |l owance. However, for 2002-2003, the foundation
al l omance for a district under this subdivision is an anount equal
to the sumof the district's foundation allowance for the
i mredi ately preceding state fiscal year plus $200. 00.

(b) For a district that in the 1994-95 state fiscal year had a
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foundati on al |l owance greater than $6,500.00, the district's
foundation all owance is an anount equal to the sum of the
district's foundation allowance for the i medi ately preceding state
fiscal year plus the lesser of the increase in the basic foundation
al l omance for the current state fiscal year, as conpared to the
i mredi ately preceding state fiscal year, or the product of the
district's foundation allowance for the i medi ately preceding state
fiscal year tines the percentage increase in the United States
consuner price index in the calendar year ending in the i mediately
precedi ng fiscal year as reported by the May revenue estimating
conf erence conducted under section 367b of the nanagenent and
budget act, 1984 PA 431, MCL 18.1367b. For 2002-2003, for a
district that in the 1994-95 state fiscal year had a foundation
al  owance greater than $6,500.00, the district's foundation
al l omance is an anount equal to the sumof the district's
foundati on all owance for the inmediately preceding state fisca
year plus the | esser of $200.00 or the product of the district's
foundation all owance for the inmedi ately preceding state fisca
year times the percentage increase in the United States consuner
price index in the calendar year ending in the i nmediately
precedi ng fiscal year as reported by the May revenue estimating
conf erence conducted under section 367b of the nanagenment and
budget act, 1984 PA 431, MCL 18.1367b

(c) For a district that has a foundation all owance that is not
a whol e dollar amount, the district's foundation all owance shall be
rounded up to the nearest whole doll ar

(d) For a district that received a paynent under forner
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section 22c for 2001-2002, the district's 2001-2002 foundati on

al | omance shall be considered to have been an amount equal to the
sum of the district's actual 2001-2002 foundation all owance as

ot herwi se cal cul ated under this section plus the per pupil anount
of the district's equity paynent for 2001-2002 under former section
22c.

(4) Except as otherw se provided in this subsection, the state
portion of a district's foundation allowance is an anmobunt equal to
the district's foundation all owance or $6,500. 00, whichever is
| ess, minus the difference between the product of the taxable val ue
per menbership pupil of all property in the district that is not a
principal residence or qualified agricultural property tinmes the
| esser of 18 mlls or the nunmber of mlls of school operating taxes
levied by the district in 1993-94 and the quotient of the ad
val orem property tax revenue of the district captured under 1975 PA
197, MCL 125.1651 to 125.1681, the tax increnment finance authority
act, 1980 PA 450, MCL 125.1801 to 125.1830, the | ocal devel opnment
financing act, 1986 PA 281, MCL 125.2151 to 125.2174, or the
brownfi el d redevel opnent financing act, 1996 PA 381, MCL 125. 2651
to 125.2672, divided by the district's menbershi p excl udi ng speci al
education pupils. For a district described in subsection (3)(b),
the state portion of the district's foundation allowance is an
anount 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, m nus the
di fference between the product of the taxable value per nmenbership

pupil of all property in the district that is not a principal
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residence or qualified agricultural property times the |esser of 18
mlls or the nunber of mlls of school operating taxes |evied by
the district in 1993-94 and the quotient of the ad val orem property
tax revenue of the district captured under 1975 PA 197, MCL

125. 1651 to 125.1681, the tax increnent finance authority act, 1980
PA 450, MCL 125.1801 to 125.1830, the |ocal devel opnment fi nancing
act, 1986 PA 281, MCL 125.2151 to 125.2174, or the brownfield
redevel opnent financing act, 1996 PA 381, MCL 125.2651 to 125.2672,
di vided by the district's nmenbershi p excludi ng speci al education
pupils. For a district that has a mllage reduction required under
section 31 of article I X of the state constitution of 1963, the
state portion of the district's foundation all owance shall be
calculated as if that reduction did not occur. The $6,500. 00 anount
prescribed in this subsection shall be adjusted each year by an
anount equal to the dollar anmpbunt of the difference between the
basi ¢ foundation allowance for the current state fiscal year and
$5, 000. 00, mi nus $200. 00.

(5) The allocation calculated under this section for a pupi
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 all owance
of the pupil's district of residence has been adjusted pursuant to
subsection (19), the allocation cal culated under this section shal
not include the adjustnent described in subsection (19). For a
pupi|l enrolled pursuant to section 105 or 105c in a district other
than the pupil's district of residence, the allocation cal cul ated

under this section shall be based on the | esser of the foundation
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al  owance of the pupil's district of residence or the foundation
al  owance of the educating district. For a pupil in nmenbership 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
al l ocation cal cul ated under this section shall be based on the
foundati on all owance of the educating district if the educating
district's foundation allowance is greater than the foundation
al  owance of the pupil's district of residence. The cal cul ati on
under this subsection shall take into account a district's per
pupi | allocation under section 20j(2).

(6) Subject to subsection (7) and section 22b(3) and except as
ot herwi se provided in this subsection, for pupils in nenbership,
ot her than special education pupils, in a public school acadeny or
a university school, the allocation calculated under this section
is an anount per nenbership pupil other than special education
pupils in the public school acadeny or university school equal to
the sum of the | ocal school operating revenue per menbership pupi
ot her than special education pupils for the district in which the
publ i ¢ school acadeny or university school is |ocated and the state
portion of that district's foundation allowance, or the sum of the
basi ¢ foundation all owance under subsection (1) plus $300. 00,
whi chever is |less. Notw thstanding section 101(2), for a public
school acadeny that begins operations after the pupil nenbership
count day, the amount per nenbership pupil cal cul ated under this
subsection shall be adjusted by nultiplying that amount per
nmenber ship pupil by the nunmber of hours of pupil instruction

provi ded by the public school acadeny after it begins operations,
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as determ ned by the departnment, divided by the m ni nrum nunber of
hours of pupil instruction required under section 101(3). The
result of this calculation shall not exceed the anmount per

nmenber ship pupil otherw se cal cul ated under this subsection.

(7) I'f nore than 25% of the pupils residing within a district
are in nenbership in 1 or nore public school academ es |ocated in
the district, then the anount per nenbership pupil cal cul ated under
this section for a public school acadeny |located in the district
shal | be reduced by an anmpbunt equal to the difference between the
product of the taxable value per nenbership pupil of all property
in the district that is not a principal residence or qualified
agricultural property tinmes the |lesser of 18 mlls or the nunmber of
mlls of school operating taxes levied by the district in 1993-94
and the quotient of the ad val orem property tax revenue of the
di strict captured under 1975 PA 197, MCL 125.1651 to 125.1681, the
tax increment finance authority act, 1980 PA 450, MCL 125.1801 to
125. 1830, the local devel opnent financing act, 1986 PA 281, MCL
125. 2151 to 125.2174, or the brownfield redevel opnent financing
act, 1996 PA 381, MCL 125.2651 to 125.2672, divided by the
district's nenbership excluding special education pupils, in the
school fiscal year ending in the current state fiscal year,
calculated as if the resident pupils in nenbership in 1 or nore
public school academies located in the district were in nmenbership
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 schoo

acadeny located in the district for forwarding to the public schoo
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acadeny an anount equal to that |ocal school operating revenue per
nmenber ship pupil for each resident pupil in nenbership other than
speci al education pupils in the public school acadeny, as

deternmi ned by the departnent.

(8) If a district does not receive an anount cal cul ated under
subsection (9); if the nunber of mlls the district may levy on a
principal residence and qualified agricultural property under
section 1211(1) of the revised school code, MCL 380.1211, is 0.5
mlls or less; and if the district elects not to |l evy those mlls,
the district instead shall receive a separate suppl enmental anount
cal cul at ed under this subsection in an anount equal to the anopunt
the district would have received had it levied those mlls, as
deternmined by the departnent of treasury. A district shall not
receive a separate supplenental anount cal cul ated under this
subsection for a fiscal year unless in the calendar year ending in
the fiscal year the district levies 18 mlls or the nunber of mlls
of school operating taxes levied by the district in 1993, whichever
is less, on property that is not a principal residence or qualified
agricultural property.

(9) For a district that had conbined state and | ocal revenue
per menbership pupil in the 1993-94 state fiscal year of nore than
$6, 500. 00 and that had fewer than 350 pupils in nmenbership, if the
district elects not to reduce the nunber of mlls fromwhich a
princi pal residence and qualified agricultural property are exenpt
and not to | evy school operating taxes on a principal residence and
qual ified agricultural property as provided in section 1211(1) of

the revised school code, MCL 380.1211, and not to |evy school
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operating taxes on all property as provided in section 1211(2) of
t he revised school code, MCL 380.1211, there is cal cul ated under
this subsection for 1994-95 and each succeeding fiscal year a
separate suppl enmental anmount in an anount equal to the amount the
di strict would have received per nenbership pupil had it |evied
school operating taxes on a principal residence and qualified
agricultural property at the rate authorized for the district under
section 1211(1) of the revised school code, MCL 380.1211, and

| evied school operating taxes on all property at the rate
authorized for the district under section 1211(2) of the revised
school code, MCL 380.1211, as determ ned by the departnent of
treasury. If in the calendar year ending in the fiscal year a
district does not levy 18 mlls or the nunber of mlls of schoo
operating taxes levied by the district in 1993, whichever is |ess,
on property that is not a principal residence or qualified
agricultural property, the amount cal cul ated under this subsection
wi |l be reduced by the sane percentage as the mllage actually

| evied conpares to the 18 mlls or the nunber of mlls levied in
1993, whichever is |ess.

(10) Subject to subsection (4), for a district that is forned
or reconfigured after June 1, 2002 by consolidation of 2 or nore
districts or by annexation, the resulting district's foundation
al l omance under this section beginning after the effective date of
t he consolidation or annexation shall be the average of the
foundati on all owances of each of the original or affected
districts, calculated as provided in this section, weighted as to

the percentage of pupils in total nenbership in the resulting
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district who reside in the geographic area of each of the original
or affected districts. The cal cul ati on under this subsection shal
take into account a district's per pupil allocation under section
20j (2).

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

(12) State paynents related to paynent of the foundation
al | omance for a special education pupil are not cal cul ated under
this section but are instead cal cul ated under section 51la.

(13) To assist the legislature in determ ning the basic
foundati on all owance for the subsequent state fiscal year, each
revenue estimating conference conducted under section 367b of the
managenent and budget act, 1984 PA 431, MCL 18.1367b, shal
calcul ate a pupil menbership factor, a revenue adjustnment factor
and an index as follows:

(a) The pupil nmenbership factor shall be conmputed by dividing
t he esti mated nenbership in the school year ending in the current
state fiscal year, excluding internediate district nenbership, by
the esti mated nenbership for the school year ending in the
subsequent state fiscal year, excluding internediate district
nmenber ship. |If a consensus nenbership factor is not determ ned at
the revenue estimating conference, the principals of the revenue
estimating conference shall report their estimtes to the house and
senate subcommittees responsible for school aid appropriations not

|ater than 7 days after the conclusion of the revenue conference.
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(b) The revenue adjustnment factor shall be conputed by
di viding the sumof the estimated total state school aid fund
revenue for the subsequent state fiscal year plus the estinmated
total state school aid fund revenue for the current state fisca
year, adjusted for any change in the rate or base of a tax the
proceeds of which are deposited in that fund and excl udi ng noney
transferred into that fund fromthe countercyclical budget and
econom ¢ stabilization fund under section 353e of the managenent
and budget act, 1984 PA 431, MCL 18. 1353e, by the sum of the
estimated total school aid fund revenue for the current state
fiscal year plus the estimated total state school aid fund revenue
for the immedi ately 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 estimting conference, the principals of
t he revenue estimating conference shall report their estimates to
t he house and senate subconmttees 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 pupi
menber ship factor by the revenue adjustnent factor. However, for
2005- 2006, the index shall be 1.00. If a consensus index is not
determ ned at the revenue estimating conference, the principals of
the revenue estimating conference shall report their estimtes to
t he house and senate subconm ttees responsible for school aid
appropriations not later than 7 days after the conclusion of the

revenue conference.
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(14) If the principals at the revenue estimating conference
reach a consensus on the index described in subsection (13)(c), the
basi ¢ foundation all owance for the subsequent state fiscal year
shall be at |east the anmount of that consensus index nultiplied by
t he basic foundation allowance specified in subsection (1).

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

(16) For a district that had conbined state and | ocal revenue
per menbership pupil in the 1993-94 state fiscal year of nore than
$6, 500. 00, that had fewer than 7 pupils in nmenbership 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 |evies the
nunber of mlls of school operating taxes authorized for the
di strict under section 1211 of the revised school code, MCL
380. 1211, a m ni mum anount of conbined state and | ocal revenue
shall be calculated for the district as provided under this
subsection. The m ni nrum anount of conbined state and | ocal revenue
for 1999-2000 shall be $67,000.00 plus the district's additiona
expenses to educate pupils in grades 9 to 12 educated in other

districts as determ ned and all owed by the departnent. The m ni mum
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amount of conbined state and | ocal revenue under this subsection
before addi ng the additional expenses, shall increase each fisca
year by the sane percentage increase as the percentage increase in
t he basic foundation allowance fromthe i mediately preceding
fiscal year to the current fiscal year. The state portion of the

m ni mum amount of conbined state and | ocal revenue under this
subsection shall be cal cul ated by subtracting fromthe m ni mum
amount of conbined state and | ocal revenue under this subsection
the sumof the district's |ocal school operating revenue and an
anount equal to the product of the sumof the state portion of the
district's foundation all owance plus the anount cal cul ated under
section 20j times the district's nmenbership. As used in this
subsection, "additional expenses" neans the district's expenses for
tuition or fees, not to exceed $6,500.00 as adjusted each year by
an anmount equal to the dollar amount of the difference between the
basi ¢ foundation allowance for the current state fiscal year and
$5, 000. 00, m nus $200.00, plus a roomand 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 departnent.

(17) For a district in which 7.75 mlls 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 schoo
year, the district's conbined state and | ocal revenue per
menber ship pupil shall be recalculated as if that m |l age reduction
did not occur and the district's foundation allowance shall be
calculated as if its 1994-95 foundation all owance had been

cal cul ated using that recal cul ated 1993-94 conbi ned state and | oca
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revenue per nenbership pupil as a base. A district is not entitled
to any retroactive paynents for fiscal years before 2000-2001 due
to this subsection

(18) For a district in which an industrial facilities
exenption certificate that abated taxes on property with a state
equal i zed valuation greater than the total state equalized
val uation 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
district's 1994-95 foundation all owance, the district's foundation
al l omance for 2002-2003 is an anmount equal to the sum of the
district's foundation all owance for 2002-2003, as otherw se
cal cul ated under this section, plus $250.00.

(19) For a district that received a grant under former section
32e for 2001-2002, the district's foundation allowance for 2002-
2003 and each succeeding fiscal year shall be adjusted to be an
anount equal to the sumof the district's foundation allowance, as
ot herwi se cal cul ated 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 nunber of pupils in the
district's nenbership for 2001-2002 who were residents of and
enrolled in the district. Except as otherw se provided in this
subsection, a district qualifying for a foundation all owance
adj ust ment under this subsection shall use the funds resulting from
this adjustnment for at least 1 of grades Kto 3 for purposes
al | owabl e under forner section 32e as in effect for 2001-2002. For

an individual school or schools operated by a district qualifying
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for a foundation allowance under this subsection that have been
deternmined by the departnent to neet the adequate yearly progress
standards of the federal no child | eft behind act of 2001, Public
Law 107- 110, in both mathematics and English | anguage arts at al
applicable grade | evels for all applicable subgroups, the district
may submt to the departnment an application for flexibility in
using the funds resulting fromthis adjustnent that are
attributable to the pupils in the school or schools. The
application shall identify the affected school or schools and the
affected funds and shall contain a plan for using the funds for
specific purposes identified by the district that are designed to
reduce class size, but that may be different fromthe purposes
ot herwi se al | owabl e under this subsection. The departnent shal
approve the application if the departnment determ nes that the
purposes identified in the plan are reasonably designed to reduce
class size. |If the departnment does not act to approve or disapprove
an application within 30 days after it is subnmtted to the
departnent, the application is considered to be approved. If an
application for flexibility in using the funds is approved, the
district may use the funds identified in the application for any
purpose identified in the plan.

(20) For a district that is a qualifying school district with
a school reformboard in place under part 5a of the revised school
code, MCL 380.371 to 380.376, the district's foundation all owance
for 2002-2003 shall be adjusted to be an anpbunt equal to the sum of
the district's foundation all owance, as ot herw se cal cul ated under

this section, plus the quotient of $15,000,000.00 divided by the
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district's menbership for 2002-2003. If a district ceases to neet
the requirenments of this subsection, the departnment shall adjust
the district's foundation allowance in effect at that tinme based on
a 2002-2003 foundation allowance for the district that does not

i ncl ude the 2002-2003 adj ustnent under this subsection. This
subsection only applies for 2002-2003, 2003-2004, and 2004-2005.
Begi nni ng i n 2005- 2006, the foundation all owance of a district that
recei ved an adjustnment under this subsection for those fiscal years
shall be calculated as if those adjustnents did not occur.

(21) Payments to districts, university schools, or public
school academnmies shall not be made under this section. Rather, the
cal cul ations under this section shall be used to determne the
anount of state paynments under section 22b

(22) If an anendment to section 2 of article VIII of the state
constitution of 1963 allowing state aid to sonme or all nonpublic
school s is approved by the voters of this state, each foundation
al  owance or per pupil paynent cal cul ation under this section may
be reduced.

(23) As used in this section

(a) "Conbined state and | ocal revenue" neans the aggregate of
the district's state school aid received by or paid on behal f of
the district under this section and the district's |ocal schoo
operating revenue.

(b) "Conbined state and | ocal revenue per nenbership pupil"”
nmeans the district's conbined state and | ocal revenue divided by
the district's nmenbership excluding special education pupils.

(c) "Current state fiscal year" neans the state fiscal year
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for which a particular calculation is nmade.

(d) "I'nrmediately preceding state fiscal year" neans the state
fiscal year imedi ately preceding the current state fiscal year.

(e) "Local school operating revenue" neans school operating
t axes | evied under section 1211 of the revised school code, MCL
380. 1211.

(f) "Local school operating revenue per nenbership pupil”
neans a district's |ocal school operating revenue divided by the
district's nenbership excluding special education pupils.

(g) "Menbership" neans the definition of that term under
section 6 as in effect for the particular fiscal year for which a
particul ar cal culation is nade

(h) "Principal residence" and "qualified agricultural
property” mean those terns as defined in section 7dd of the genera
property tax act, 1893 PA 206, MCL 211. 7dd.

(i) "School operating purposes" nmeans the purposes included in
the operation costs of the district as prescribed in sections 7 and
18.

(j) "School operating taxes" neans |ocal ad val orem property
t axes | evied under section 1211 of the revised school code, MCL
380. 1211, and retained for school operating purposes.

(k) "Taxabl e val ue per nmenbership pupil” neans taxable val ue,
as certified by the departnent of treasury, for the cal endar year
ending in the current state fiscal year divided by the district's
nmenber shi p excl udi ng speci al education pupils for the school year
ending in the current state fiscal year

Sec. 22b. (1) Fromthe appropriation in section 11, there is
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al | ocat ed

apd— an anpbunt not to exceed $3, 197, 736, 800. 00 for 2005-2006 for

di scretionary nonmandat ed paynments to districts under this section.
Funds al |l ocated under this section that are not expended in the
state fiscal year for which they were allocated, as deterni ned by
the departnent, may be used to supplenent the allocations under
sections 22a and 51c in order to fully fund those cal cul at ed
allocations for the sane fiscal year.

(2) Subject to subsection (3) and section 11, the allocation
to a district under this section shall be an anmount equal to the
sum of the amounts cal cul ated under sections 20, 20j, 5la(2),
51a(3), and 5l1a(12), mnus the sumof the allocations to the
district under sections 22a and 51c.

(3) In order to receive an allocation under this section, each
district shall adm nister in each grade level that it operates in
grades 1 to 5 a standardi zed assessnent approved by the depart nent
of grade-appropriate basic educational skills. A district may use
the Mchigan literacy progress profile to satisfy this requirenent
for grades 1 to 3. Also, if the revised school code is anended to
requi re annual assessnments at additional grade levels, in order to
receive an allocation under this section each district shall conply
wi th that requirenent.

(4) Fromthe allocation in subsection (1), the departnent
shall pay up to $1,000,000.00 in litigation costs incurred by this
state associated with lawsuits filed by 1 or nore districts or
internmediate districts against this state. If the allocation under

this section is insufficient to fully fund all paynments required
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under this section, the paynents under this subsection shall be
made in full before any proration of remnaining paynents under this
section.

(5) It is the intent of the legislature that al
constitutional obligations of this state have been fully funded
under sections 22a, 31d, 51a, and 51c. If a claimis nmade by an
entity receiving funds under this act that chall enges the
| egi sl ative determ nation of the adequacy of this funding or
al l eges that there exists an unfunded constitutional requirenent,
the state budget director nay escrow or allocate fromthe
di scretionary funds for nonmandat ed paynments under this section the
anount as may be necessary to satisfy the claimbefore nmaking any
paynments 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 followi ng fiscal year. The purpose of
the work project is to provide for any paynents that nmay be awarded
to districts as a result of litigation. The work project shall be
conpl eted upon resolution of the litigation.

(6) If the local clains review board or a court of conpetent
jurisdiction makes a final determination that this state is in
viol ation of section 29 of article | X of the state constitution of
1963 regarding state paynents to districts, the state budget
director shall use work project funds under subsection (5) or
allocate fromthe discretionary funds for nonmandated paynents
under this section the amount as nay be necessary to satisfy the
anount owed to districts before maki ng any paynents to districts

under subsection (2).
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(7) If aclaimis made in court that chall enges the
| egi sl ative determ nation of the adequacy of funding for this
state's constitutional obligations or alleges that there exists an
unfunded constitutional requirenent, any interested party nay seek
an expedited review of the claimby the local clains review board.
I f the claimexceeds $10, 000, 000.00, this state may renove the
action to the court of appeals, and the court of appeals shall have
and shall exercise jurisdiction over the claim

(8) If paynments resulting froma final determ nation by the
| ocal clains review board or a court of conpetent jurisdiction that
t here has been a violation of section 29 of article I X of the state
constitution of 1963 exceed the anmount allocated for discretionary
nonmandat ed paynents under this section, the |egislature shal
provide for adequate funding for this state's constitutiona
obligations at its next |egislative session.

(9) If alawsuit challenging paynments made to districts
related to costs reinbursed by federal title XIX nmedicaid funds is
filed against this state during 2001-2002, 2002-2003, or 2003-2004,
50% of the anount allocated in subsection (1) not previously paid
out for 2002-2003, 2003-2004, and each succeeding fiscal year is a
wor k project appropriation and the funds are carried forward into
the followng fiscal year. The purpose of the work project is to
provi de for any paynents that may be awarded to districts as a
result of the litigation. The work project shall be conpl eted upon
resolution of the litigation. In addition, this state reserves the
right to termnate future federal title Xl X nedicaid rei nbursenent

paynments to districts if the amount or allocation of reinbursed
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funds is challenged in the lawsuit. As used in this subsection,
"title XIX" nmeans title XIX of the social security act, 42 USC 1396
to 1396v.

SEC. 99C. (1) FROM THE STATE SCHOOL Al D FUND MONEY
APPROPRI ATED I N SECTION 11, THERE IS ALLOCATED AN AMOUNT NOT TO
EXCEED $18, 500, 000. 00 FOR 2005- 2006 FOR PAYMENTS TO DI STRI CTS UNDER
THI S SECTI ON FOR THE M DDLE SCHOOL MATHEMATI CS | NI TI ATIVE TO
ACH EVE THE M DDLE SCHOOL MATHEMATI CS STANDARDS AND BENCHMARKS
ADOPTED BY THE STATE BOARD.

(2) THE AMOUNT OF THE PAYMENT TO EACH DI STRI CT FOR 2005- 2006
SHALL BE AN EQUAL AMOUNT PER PUPI L FOR EACH PUPI L ACTUALLY ENROLLED
AND ATTENDI NG SCHOCL IN THE DI STRICT I N GRADES 6 TO 8. THE AMOUNT
OF THE PAYMENT TO A DI STRICT UNDER THI S SECTI ON FOR SUBSEQUENT
FI SCAL YEARS SHALL BE CALCULATED AS DESCRI BED | N SUBSECTI ON (4).

(3) A DISTRICT SHALL USE FUNDS RECEI VED UNDER THI S SECTI ON
ONLY FOR ACTI VI TIES AND EFFORTS DESI GNED TO | MPROVE PUPI L
PERFORVANCE ON THE M CHI GAN EDUCATI ON ASSESSMENT PROGRAM
MATHEMATI CS ASSESSMENTS ADM NI STERED DURI NG GRADES 6 TO 8 AND TO
HELP THE DI STRI CT MEET ADEQUATE YEARLY PROGRESS REQUI REMENTS FOR
MATHEMATI CS UNDER THE NO CHI LD LEFT BEHI ND ACT OF 2001, PUBLIC LAW
107-110.

(4) 1T IS THE | NTENT OF THE LEGQ SLATURE TO CONTI NUE TO
ALLOCATE FUNDS UNDER THI S SECTI ON FOR SUBSEQUENT FI SCAL YEARS.
HONEVER, BEG NNI NG I N 2006- 2007, ONLY ELI G BLE DI STRI CTS W LL
RECEI VE FUNDI NG UNDER THI S SECTI ON AND THE AMOUNT OF FUNDI NG SHALL
BE AN EQUAL AMOUNT PER PUPI L ENROLLED AND ATTENDI NG SCHOOL I N
GRADES 6 TO 8 IN ELI A BLE DI STRICTS ONLY. A DI STRICT SHALL BE
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ELI G BLE TO RECEI VE FUNDI NG UNDER THI S SECTION ONLY I F THE DI STRI CT
MEETS El THER OR BOTH OF THE FOLLOW NG DURI NG THE FI SCAL YEAR FOR
VWH CH THE FUNDS ARE ALLOCATED:

(A) ACH EVES THE PASSAGE RATE ON THE M CH GAN EDUCATI ON
ASSESSVENT PROGRAM MATHEMATI CS ASSESSMENTS ADM NI STERED DURI NG
GRADES 6 TO 8 NECESSARY FOR THE DI STRI CT TO MEET ADEQUATE YEARLY
PROGRESS REQUI REMENTS FOR THOSE GRADES FOR MATHEMATI CS UNDER THE NO
CHI LD LEFT BEHI ND ACT OF 2001, PUBLIC LAW 107-110.

(B) ACH EVES AN | NCREASE I N THE PASSAGE RATE ON THE M CH GAN
EDUCATI ON ASSESSMENT PROGRAM MATHEMATI CS ASSESSMENTS ADM NI STERED
DURI NG GRADES 6 TO 8 OF AT LEAST 10 PERCENTAGE PO NTS, AS COMPARED
TO THAT PASSAGE RATE FOR THE | MVEDI ATELY PRECEDI NG YEAR.

(5) NOTW THSTANDI NG SECTI ON 17B, FOR 2005-2006 ONLY, PAYMENTS
UNDER THI S SECTI ON SHALL BEG N W TH THE JANUARY | NSTALLMENT.

Enacting section 1. In accordance with section 30 of article |
of the state constitution of 1963, total state spending in this
anendatory act and in 2005 PA 155 from state sources for fisca
year 2005-2006 is estimated at $11, 383, 064, 000. 00 and state
appropriations to be paid to |l ocal units of governnent for fisca

year 2005-2006 are estimted at $11, 360, 163, 100. 00.
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