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HOUSE BILL No. 5370

November 13, 1997, Introduced by Rep. Emerson and referred to the Committee on
Appropriations.

A bill to anmend 1976 PA 451, entitled
"The revised school code,"
by anmendi ng sections 1272a, 1272c, and 1225 (MCL 380. 1272a,

380. 1272c, and 380.1225), section 1272a as anmended by 1995 PA 289
and section 1225 as anended by 1994 PA 103.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1272a. (1) —Fhe— EXCEPT AS OTHERW SE PROVI DED I N SEC-
TION 1272C, THE board of a Kto 12 school district shall, and the
board of another school district may, establish and operate a
program under which lunch is made available to all full-tine
pupils enrolled and in regular daily attendance at each public
school of the school district.

(2) The board of a Kto 12 school district shall establish
and operate a program under which breakfast is made available to

all full-time pupils enrolled and in regular daily attendance at
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each public school of the school district unless no nore than 20%
of the pupils enrolled in the school building in the imredi ately
precedi ng school year net the incone eligibility criteria for
free or reduced-price lunch under the federally funded schoo
l unch program as determ ned using October clains reported to the
department by Decenber 31 of the imedi ately precedi ng schoo
year, and, after a public hearing on the issue, which shall be
hel d annually with notice to parents and pupils, the board
deci des not to operate such a programin that school building and
publ i shes a public justification report explaining its decision.
The board of another school district may establish and operate a
school breakfast program

(3) To the extent permtted by federal |aw, the departnent
shal | encourage innovative cost effective nodels of breakfast
di stribution designed to maxim ze pupil participation.

Sec. 1272c. The requirenents of section 1272a —shatH— DO
not apply I'N ANY OF THE FOLLOW NG Cl RCUMSTANCES:

(a) In a school year in which the federal subsidy per neal
falls below the 1975-76 | evel or the state subsidy per neal
served is less than the figures specified in section 1272d(b) and
(c).

(b) I'n a school district during a school year when the state
board finds that a financial enmergency exists —whteh— THAT
renders the school district unable to conply fully with the
requi renents. The board of the school district may apply, in
witing, to the state board, not later than July 1 for a

subsequent school year, denonstrating the need for nonconpliance
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and descri bing the prograns and services that can be provided and
the efforts being undertaken to alleviate the emergency. |If the
state board finds that an energency exists, it shall approve the
nonconpl i ance or prescribe conditions for partial conpliance.
The state board may extend the filing date for good cause.

(O RELATING ONLY TO THE REQUI REMENT TO ESTABLI SH AND OPER-
ATE A PROGRAM TO MAKE LUNCH AVAI LABLE, IN A SCHOOL YEAR I N WHI CH
THE STATE TO LOCAL FUNDI NG RATI O FOR THE LUNCH PROGRAM FALLS
BELOW THE 1996- 97 STATE TO LOCAL FUNDI NG RATI O

Sec. 1225. (1) Subject to restrictions of this section, the
board of a local or internediate school district may borrow noney
and issue its notes for the borrowed noney to secure funds for
school operations or to pay previous |oans nade for school opera-
tions under this or any other statute. The school board or
i nternmedi ate school board shall pledge noney to be received by it
fromstate school aid for the paynment of notes issued under this
section. The notes are full faith and credit obligations of the
school district or internediate school district and are payabl e
fromtax levies or from unencunbered funds of the school district
or internediate school district in event of the unavailability or
insufficiency of state school aid for any reason.

(2) Notes issued under this section shall becone due not
later than 12 nonths after the date on which they are issued,
except as provided in this section. Notes issued within a fiscal
year shall not exceed 70% of the difference between the total
state aid funds apportioned to the school district or

i nternmedi ate school district for that fiscal year and the portion
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al ready received or pledged, except secondary pl edges nmade under
section 1356.

(3) A school district or intermediate school district that
is not able to redeemits notes within 12 nonths after the date
on which the notes were issued nay enter into a nmulti-year agree-
ment with a lending institution to repay its obligation. A
repaynent agreenent shall not be executed wi thout the prior
approval of an authorized representative of the state board or,
for notes sold to the M chigan nunicipal bond authority only,
wi t hout the approval of an authorized representative of the
departnment of treasury.

(4) During the last 4 nonths of a fiscal year, notes may be
i ssued pl edging state school aid for the next succeeding fiscal
year. —Fthe— EXCEPT AS OTHERW SE PROVI DED I N THI S SUBSECTI ON, THE
notes shall not exceed 50% of the state school aid apportioned to
the school district or internediate school district for the next
succeeding fiscal year or, if the apportionnent has not been
made, 50% of the apportionnment for the then current fiscal year.
W TH THE APPROVAL OF THE STATE TREASURER, NOTES MAY BE | SSUED
THAT SHALL NOT EXCEED 70% OF THE STATE SCHOOL Al D APPORTI ONED TO
THE SCHOOL DI STRI CT OR | NTERMVEDI ATE SCHOCOL DI STRI CT FOR THE NEXT
SUCCEEDI NG FI SCAL YEAR OR, | F THE APPORTI ONMENT HAS NOT BEEN
MADE, 70% OF THE APPORTI ONVENT FOR THE THEN CURRENT FI SCAL YEAR.
The notes shall mature not later than 12 nonths after the date of
i ssuance. Notes sold and delivered under this section shall bear
interest at a rate agreed to by the school board or internediate

school board, which rate shall not exceed the rate provided in
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section la of chapter 111 of the municipal finance act, —Aet
No—202—ofthePubl+ec—-Acts—of—1943—as—anended,—betng—Ssect+on
133—ta—of—the—Mechirgan—Conpited—+rtaws— 1943 PA 202, MCL 133. 1A
and may be nade redeenmabl e before nmaturity on the terns and con-
ditions provided in the notes.

(5) Notes issued under this section are not subject to the
muni ci pal finance act, —Aet—No—2062of—thePubHc-Acts—of—1943-
as—arendet—betrnrg—secttons—13t—1+to139-3of theMechigan
Corfptted—taws— 1943 PA 202, MCL 131.1 TO 139.3. A school board
or internedi ate school board shall not issue notes under this
section unless it applies for and receives prior approval or the
school board or internediate school board requests and receives
an exception fromprior approval pursuant to subsections (7),
(8), and (9). An application for prior approval or for an excep-

tion fromprior approval shall be nmade to the authorized repre-

sentative of the state board unless the notes are to be sold to
the M chi gan munici pal bond authority. |If the notes are to be
sold to the M chigan nunicipal bond authority, an application for

prior approval or for an exception from prior approval shall be
made to the authorized representative of the departnent of
treasury. An order of prior approval issued by the authorized
representative of the state board or of the departnent of trea-
sury or an order of exception from prior approval issued by the
aut hori zed representative of the state board or of the departnent
of treasury shall show the estinmated anount of state school aid
all ocated to the school district or internediate school district

for the current fiscal year and, if applicable, for the next
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succeedi ng fiscal year and paynents that have been distributed to
the school district or internediate school district before the
date of the order. Failure of a school district or internediate
school district to receive state school aid does not affect the
validity or enforceability of a note issued under this section.

(6) A school board or internedi ate school board may nake
nmore than 1 borrow ng under this section during a school year. A
school board or internediate school board shall not contest the
validity of a note issued by it under this section if an order of
prior approval or of exception fromprior approval had been
obtained fromthe authorized representative of the state board or
of the departnent of treasury and the school district or internmnme-
di ate school district has received the principal anmount of the
note. An order of prior approval and estimated determ nati on of
state school aid by the authorized representative of the state
board or of the departnment of treasury is conclusive as to the
authority of a school board or internedi ate school board to
borrow under this section. An order of prior approval shall be
signed by the authorized representative of the state board or of
t he departnent of treasury.

(7) A school board or internediate school board may submt a
request for an exception fromprior approval to the authorized
representative of the state board or of the departnent of trea-
sury, as applicable, on a formprescribed by the applicable
aut hori zed representative. The request shall be acconpanied by a
filing fee of $100.00 for a request relating to notes totaling
| ess than $500, 000. 00 or $400.00 for a request relating to notes
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total i ng $500, 000.00 or nore. |If the request is not acconpani ed
by the proper filing fee or by other information or naterials
required by law, the authorized representative of the state board
or of the departnment of treasury shall not consider the request
to be conplete and may return the request w thout acting upon
it.

(8) Not later than 10 business days after receiving a com
pl ete request and proper filing fee under subsection (7), the
aut hori zed representative of the state board or of the departnent
of treasury, as applicable, shall issue an order granting the
exception unl ess the authorized representative finds that 1 or
nore of the follow ng conditions exist or have occurred:

(a) For a school district, it appears fromthe information
submtted by the school district under section 102 of the state
school aid act of 1979, —betngseet+on 3881702 of theMehigan
Confptted—taws— MCL 388. 1702, and from ot her information avail abl e
to the departnent or to the departnment of treasury that the
school district ended its inmmediately preceding fiscal year with
a deficit in 1 or nore of its funds and does not have a plan
approved under section 102(5) of the state school aid act of
1979, MCL 388.1702 for elimnating the deficit.

(b) The school district or internedi ate school district has
failed to conply with the requirenments of this section with
regard to an outstanding note issued under this section or a note
i ssued under this section during the 3 years immedi ately preced-

ing the date of the request.
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(c) The school district or internediate school district is
in default in the paynment of the principal of or interest on any
of its obligations.

(9) If the authorized representative of the state board or
of the departnent of treasury, as applicable, finds that 1 or
nmore of the conditions described in subsection (8)(a) to (c)
applies to a request for an exception fromprior approval under
subsection (7), the authorized representative nmay i ssue an order

denying the request or, if he or she finds that the exi stence of

the condition is inconsequential to the request, may issue an
order granting the exception fromprior approval. If the autho-
rized representative of the state board or of the departnent of

treasury fails to act on a conplete request within the 10-day
period specified in subsection (8), the exception from prior
approval shall be considered to be granted as of the expiration

of the 10-day peri od.

(10) Subject to the maxi mum anounts for notes as specified
in subsections (2) and (4), an exception from prior approval,
whet her granted by order of the authorized representative of the
state board or of the departnent of treasury or because of fail-
ure of the authorized representative of the state board or of the
departnent of treasury to act on the request, is valid for 4
nont hs.
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