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HOUSE BILL No. 5516

January 28, 1998, Introduced by Reps. Agee, Wallace, Schroer, Hood, Prusi, Mans, Kelly,
Martinez, LaForge, Mathieu, Tesanovich, Baade, Gubow, Wetters, Cherry, Gire, Baird, Profit,
Price, Gagliardi, Hale and Basham and referred to the Committee on Appropriations.

A bill to amend 1979 PA 94, entitled
"The state school aid act of 1979,"
by anendi ng sections 11, 20, and 5l1a (MCL 388.1611, 388.1620, and
388. 1651a), as anended by 1997 PA 142.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 11. (1) For the fiscal year ending Septenber 30, 1998,
there is appropriated for the public schools of this state and
certain other state purposes relating to education the sum of
$8, 717,471, 600.00 fromthe state school aid fund established by
section 11 of article I X of the state constitution of 1963 and
t he sum of $377,935,400.00 fromthe general fund. For the fisca
year ending Septenber 30, 1999, there is appropriated for the
public schools of this state and certain other state purposes
relating to education the sum of $9, 036, 198, 400.00 fromthe state

school aid fund established by section 11 of article I X of the
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state constitution of 1963 and the sum of —$426,613;5060-00—
$642, 110, 200. 00 fromthe general fund. |In addition, avail able
federal funds are appropriated for 1997-98 and for 1998-99.

(2) The appropriations under this section shall be allocated
as provided in this act. Mney appropriated under this section
fromthe general fund and from avail abl e federal funds shall be
expended to fund the purposes of this act before the expenditure
of noney appropriated under this section fromthe state school
aid fund. If the maxi num anount appropriated under this section
fromthe state school aid fund for a fiscal year exceeds the
anount necessary to fully fund allocations under this act from
the 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 remain in the state school aid
f und.

(3) I'f the maxi mum anount appropriated under this section
and sections 11f and 11g fromthe state school aid fund for a
fiscal year exceeds the anmount available for expenditure fromthe
state school aid fund for that fiscal year, paynents under sec-
tions 11f, 11g, and 5l1a(2) shall be made in full and paynments
under each of the other sections of this act shall be prorated on
an equal percentage basis as necessary to reflect the anpunt
avai l abl e for expenditure fromthe state school aid fund for that
fiscal year. However, if the departnment of treasury determ nes
that proration will be required under this subsection, the
departnment of treasury shall notify the director of the

depart nent of managenent and budget, and the director of the
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department of managenment and budget shall notify the | egislature
at |l east 30 cal endar days or 6 |egislative session days, which-
ever is nore, before the departnment reduces any paynents under
this act because of the proration. During the 30 cal endar day or
6 |l egislative session day period after that notification by the
director of the departnent of managenent and budget, the depart-
ment shall not reduce any paynents under this act because of pro-
ration under this subsection. The |legislature may prevent prora-
tion fromoccurring by, within the 30 cal endar day or 6 |egisla-
tive session day period after that notification by the departnent
of managenment and budget, enacting |egislation appropriating
addi tional funds fromthe general fund, countercyclical budget
and econom c stabilization fund, state school aid fund bal ance,
or another source to fund the amount of the projected shortfall.

Sec. 20. (1) For 1997-98, —and—1998-99— the basic founda-
tion all owance is $5,462. 00 per nenbership pupil. FOR 1998-99,
THE BASI C FOUNDATI ON ALLOMNCE | S $5,571. 00 PER MEMBERSHI P PUPI L.

(2) Fromthe appropriation in section 11, there is allocated
for 1997-98 an anount not to exceed $8, 022,595, 100. 00, and for
1998-99 an anpbunt not to exceed —$8,6942506,00606-00—
$8, 305, 000, 000. 00, to guarantee each district a foundation all ow
ance per nenbership pupil other than special education pupils and
to make paynents under this section to public school academ es
and university schools for nmenbership pupils other than specia
education pupils. The anount of each district's foundation
al l omance shall be calculated as provided in this section, using

a basic foundation allowance in the amount specified in

05188' 97



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b~ NP O O 0N oA WDN PP O

4
subsection (1). [If the maxi num anount all ocated under this
section is not sufficient to fully fund paynents under this sec-
tion, and before any proration required under section 11, the
anount of the paynent to each district, university school, and
public school acadeny shall be prorated by reduci ng by an equal
percentage the total paynent under this section to each district,
uni versity school, and public school academnmy. However, if the
departnent determ nes that proration will be required under this
section, the superintendent of public instruction shall notify
t he departnent of managenent and budget, and the departnent of
managenent and budget shall notify the legislature at |east 30
cal endar days or 6 |egislative session days, whichever is nore,
before the departnent reduces any paynents under this section
because of the proration. During the 30 calendar day or 6 |egis-
| ative session day period after that notification by the depart-
ment of managenent and budget, the departnment shall not reduce
any paynents under this section because of proration. The |egis-
| ature may prevent proration under this section fromoccurring
by, within the 30 calendar day or 6 |egislative session day
period after that notification by the director, enacting |egisla-
tion appropriating additional funds fromthe general fund,
countercyclical budget and econom c stabilization fund, state
school aid fund bal ance, or another source to ensure full founda-
tion all owance funding for each district, university school, and
publ i ¢ school acadeny.

(3) Except as otherwi se provided in this section, the anpunt

of a district's foundation all owance shall be cal cul ated as
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follows, using in all calculations the total anmount of the
district's foundation all owance as cal cul ated before any
proration:

(a) For a district that in the immedi ately preceding state
fiscal year had a foundation allowance at |east equal to the sum
of $4,200.00 plus the total dollar anmpunt of all adjustnents nade
from 1994-95 to the inmmedi ately preceding state fiscal year in
the | owest foundation allowance anong all districts, but |ess
than the basic foundation allowance in the i nmedi ately preceding
state fiscal year, the district shall receive a foundation all ow
ance in an anount equal to the sumof the district's foundation
al l owance for the immedi ately preceding state fiscal year plus
the difference between twi ce the dollar anpbunt of the adjustnent
fromthe inmediately preceding state fiscal year to the current
state fiscal year made in the basic foundation all owance and
[ (the dollar amount of the adjustnent fromthe inmediately pre-
ceding state fiscal year to the current state fiscal year nmade in
t he basic foundation all owance m nus $50.00) times (the differ-
ence between the district's foundation allowance for the inmedi-
ately preceding state fiscal year and the sum of $4,200.00 plus
the total dollar amount of all adjustnments made from 1994-95 to
the imedi ately preceding state fiscal year in the | owest founda-
tion all owance anong all districts) divided by the difference
bet ween the basic foundation all owance for the current state
fiscal year and the sum of $4,200.00 plus the total dollar amount
of all adjustnments made from 1994-95 to the i nmedi ately preceding

state fiscal year in the | owest foundation all owance anong al
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districts]. However, the foundation allowance for a district
that had |l ess than the basic foundation allowance in the i medi -
ately preceding state fiscal year shall not exceed the basic
foundation allowance for the current state fiscal year.

(b) For a district that in the immedi ately preceding state
fiscal year had a foundation allowance in an anount at | east
equal to the anpbunt of the basic foundation all owance for the
i mredi ately preceding state fiscal year, the district shal
receive a foundation allowance in an anount equal to the sum of
the district's foundation allowance for the i medi ately precedi ng
state fiscal year plus the dollar anmount of the adjustnent from
the imedi ately preceding state fiscal year to the current state
fiscal year in the basic foundation all owance.

(c) For 1998-99, each district's foundation all owance shal
be at | east —$5-170-—66— $5, 342. 00.

(4) To ensure that a district receives the district's foun-
dation all owance, there is allocated to each district a state
portion of the district's foundation allowance in an anount cal -
cul ated under this subsection. The state portion of a district's
foundation all owance is an anmount equal to the district's founda-
tion allowance or $6,500.00, whichever is less, mnus the differ-
ence between the product of the taxable value per nenbership
pupil of all property in the district that is not a honestead or
qualified agricultural property tinmes the lesser of 18 mlls or
the nunmber of mlls of school operating taxes |levied by the dis-
trict 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
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to 125.1681, the tax increnent finance authority act, 1980 PA
450, MCL 125.1801 to 125.1830, the |ocal 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 excludi ng speci al
education pupils. For a district that has a m |l age reduction
requi red under section 31 of article I X of the state constitution
of 1963, except for a district that was notified of such a mll-
age reduction in 1996 after the |last perm ssible date to schedul e
an election to override that mllage reduction, the state portion
of the district's foundation all owance shall be calculated as if
that reduction did not occur. For each fiscal year after
1994-95, the $6,500. 00 anopunt prescribed in this subsection shal
be adjusted each year by an anmount equal to the dollar anmount of
the difference between the basic foundation allowance for the
current state fiscal year and $5, 000. 00.

(5) The allocation under this section for a pupil shall be
based on the foundation all owance of the pupil's district of
resi dence. However, for a pupil enrolled pursuant to section 105
in adistrict other than the pupil's district of residence but
within the sane internmedi ate district, the allocation under this
section shall be based on the | esser of the foundation allowance
of the pupil's district of residence or the foundation allowance
of the educating district. For a pupil in nenbership 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 under this section shall be based on the foundation
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al l omance of the educating district if the educating district's
foundation all owance is greater than the foundation all owance of
the pupil's district of residence.

(6) Subject to subsection (7) and except as ot herw se pro-
vided in this subsection, for pupils in nmenbership, other than
speci al education pupils, in a public school acadeny or a univer-
sity school, there is allocated under this section for 1997-98
and for 1998-99 to the authorizing body that is the fiscal agent
for the public school acadeny for forwarding to the public school
acadeny, or to the board of the public university operating the
uni versity school, an anmount per nenbership pupil other than spe-
cial education pupils in the public school acadeny or university
school equal to the sumof the | ocal school operating revenue per
menbership pupil other than special education pupils for the dis-
trict in which the public school acadeny or university school is
| ocated and the state portion of that district's foundation
al | omance, or the sumof the basic foundation all owance under
subsection (1) plus $500.00, whichever is less. Notwthstanding
section 101(2), for a public school acadeny that begi ns opera-
tions in 1997-98 or 1998-99, as applicable, after the pupil nmem
bershi p count day, the amount per nenbership pupil cal cul ated
under this subsection shall be adjusted by multiplying that
anount per nenbership pupil by the nunber of hours of pupil
instruction provided by the public school acadeny after it begins
operations, as determ ned by the departnent, divided by the mni-
mum nunber of hours of pupil instruction required under section
1284 of the revised school code, MCL 380.1284. The result of
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this calculation shall not exceed the anmount per nenbership pupi
ot herwi se cal cul ated under this subsection. Also, a public
school acadeny that begins operations in 1997-98 or 1998-99, as
applicable, after the pupil nenbership count day shall not
recei ve any funds under this section unless the public school
acadeny provides for the school year a nunber of hours of pupi
instruction that is at least in the sane proportion to the mni-
mum nunber of hours of pupil instruction required under section
1284 of the revised school code, MCL 380.1284, as the nunber of
days of pupil instruction provided by the public school acadeny
for the school year is in proportion to the nunber of days of
pupil instruction required under section 1284 of the revised
school code, MCL 380.1284.

(7) 1'f nore than 25% of the pupils residing wwthin a dis-
trict are in nenbership in 1 or nore public school academ es
| ocated in the district, then the amobunt per nenbership pupi
al l ocated under this section to the authorizing body that is the
fiscal agent for a public school acadeny |located in the district
for forwarding to the public school acadeny shall be reduced by
an amount equal to the difference between the product of the tax-
abl e val ue per nenbership pupil of all property in the district
that is not a honmestead or qualified agricultural property timnes
the lesser of 18 mlls or the nunber 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 increnent finance
authority act, 1980 PA 450, MCL 125.1801 to 125.1830, the | ocal

05188' 97



© 00 N o 0o b~ W N P

NN N NDNNNDNRRRRRR R R R R
N o o b~ NP O O 0N oA WDN PP O

10
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 nmenbership
excl udi ng speci al education pupils, in the school fiscal year
ending in the current state fiscal year, calculated as if the
resident pupils in nmenbership in 1 or nore public school acade-
mes 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 school acadeny |ocated in
the district for forwarding to the public school acadeny an
anount equal to that |ocal school operating revenue per nenber-
ship pupil for each resident pupil in nmenbership other than spe-
cial education pupils in the public school acadeny, as determ ned
by the departnent.

(8) If a district does not receive a paynent under subsec-
tion (9); if the nunber of mlls the district may | evy on a hone-
stead and qualified agricultural property under section 1211(1)
of the revised school code, MCL 380.1211, is 0.5 mlls or |ess;
and if the district elects not to levy those mlls, the district
i nstead shall receive a separate suppl enental paynent under this
subsection in an anount equal to the anobunt the district would
have received had it levied those mlls, as determ ned by the
departnent of treasury. A district shall not receive a separate
suppl enental paynent under this subsection for a fiscal year
unl ess in the cal endar year ending in the fiscal year the

district levies 18 mlls or the nunber of mlls of school
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operating taxes levied by the district in 1993, whichever is
| ess, on property that is not a honestead or qualified agricul -
tural property.

(9) For a district that had conmbined state and | ocal revenue
per nmenbership pupil in the 1993-94 state fiscal year of nore
t han $6, 500. 00 and that had fewer than 350 pupils in menbership,
if the district elects not to reduce the nunber of mlls from
whi ch a honmestead and qualified agricultural property are exenpt
and not to | evy school operating taxes on a honestead and quali -
fied agricultural property as provided in section 1211(1) of the
revi sed school code, MCL 380.1211, and not to | evy school operat-
ing taxes on all property as provided in section 1211(2) of the
revi sed school code, MCL 380.1211, there is allocated under this
subsection for 1994-95 and each succeeding fiscal year a separate
suppl enental paynent in an anount equal to the anmount the dis-
trict would have received per nmenbership pupil had it |evied
school operating taxes on a honestead and qualified agricultural
property at the rate authorized for the district under section
1211(1) of the revised school code, MCL 380.1211, and |levied
school operating taxes on all property at the rate authorized for
the district under section 1211(2) of the revised school code,
MCL 380. 1211, as determ ned by the department of treasury. A
district shall not receive a separate suppl enental paynment under
this subsection for a fiscal year unless in the cal endar year
ending in the fiscal year the district levies 18 mlls or the

nunber of mlls of school operating taxes levied by the district
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in 1993, whichever is |less, on property that is not a honestead
or qualified agricultural property.

(10) A district or public school acadeny may use any funds
al l ocated under this section in conjunction wth any federal
funds for which the district or public school acadeny otherw se
woul d be eligible.

(11) For a district that is formed or reconfigured after

June 1, 1994 by consolidation of 2 or nore districts or by annex-

ation, the resulting district's foundation all owance under this
section beginning after the effective date of the consolidation

or annexation shall be the average of the foundation all owances

of each of the original or affected districts, calculated as pro-
vided in this section, weighted as to the percentage of pupils in

total nenbership in the resulting district who reside in the geo-

graphic area of each of the original districts. |If an affected

district's foundation allowance is |l ess than the basic foundation

al l omance, the anobunt of that district's foundation all owance
shal | be considered for the purpose of cal culations under this
subsection to be equal to the anmobunt of the basic foundation
al | owance.

(12) Each fraction used in making cal cul ati ons under this
section shall be rounded to the fourth decimal place and the
dol | ar anmpbunt of an increase in the basic foundation all owance
shal |l be rounded to the nearest whole dollar.

(13) State paynents related to paynent of the foundation

al l ownance for a special education pupil are not funded under this

section but are instead funded under section 51la.
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(14) To assist the legislature in determ ning the basic
foundati on all owance for the subsequent state fiscal year, except
for the January 1998 revenue estimating conference, each revenue
estimating conference conducted under section 367b of the manage-
ment and budget act, 1984 PA 431, MCL 18.1367b, shall calculate a
pupi | menbership factor, a revenue adjustnent factor, and an
i ndex as follows:

(a) The pupil nmenbership factor shall be conputed by divid-
ing the estimted nenbership in the school year ending in the
current state fiscal year, excluding internediate district mem
bership, by the estimted nmenbership for the school year ending
in the subsequent state fiscal year, excluding internediate dis-
trict nmenbership. |[If a consensus nenbership factor is not deter-
m ned at the revenue estimating conference, the principals of the
revenue estimting conference shall report their estinmates to the
house and senate subcomm ttees responsi ble for school aid appro-
priations not |later than 7 days after the conclusion of the reve-
nue conference.

(b) The revenue adjustnent factor shall be conputed by
dividing 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 fiscal
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 c stabilization fund under section 353e of the managenent
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 reve-
nue 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
determ ned at the revenue estimating conference, the principals
of the revenue estimting conference shall report their estimates
to the house and senate subconm ttees responsi ble 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
menbership factor by the revenue adjustnent factor. However, for
1998-99 only, the index shall be 66— 1.02. |f a consensus
index is not determned at the revenue estinmating conference, the
principals of the revenue estimating conference shall report
their estimates to the house and senate subcomm ttees responsible
for school aid appropriations not later than 7 days after the
concl usi on of the revenue conference.

(15) If the principals at the revenue estimating conference
reach a consensus on the index described in subsection (14)(c),

t he basic foundation all owance for the subsequent state fisca
year shall be at |east the amount of that consensus index multi-
plied by the basic foundation all owance specified in subsection
(1).

(16) If the estimted anount of total state school aid fund
revenue available for 1998-99 as estinated at the May 1998

revenue estimating conference is greater than $9, 036, 198, 400. 00,
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then the revenue estimating conference shall estimate the
increase in the basic foundation allowance for 1998-99 and it is
the intent of the legislature that the anmount of the basic foun-
dation all owance for 1998-99 shall be increased accordingly.

(17) If the pupil nenbership, excluding internediate dis-
trict nmenbership, for the school year ending in the next state
fiscal year is estimated at the January revenue estimating con-
ference to be greater than 101% of the pupil nmenbership, exclud-
ing internediate district nmenbership, for the school year ending
in the current state fiscal year, then it is the intent of the
| egislature that the executive budget proposal for the school aid
budget in the subsequent state fiscal year incorporate a general
fund/ general purpose allocation that is greater than the general
fund/ general purpose allocation in the current fiscal year, to
support the estinmated nenbership in excess of 101% of the nenber-
ship in the current year.

(18) As used in this section:

(a) "Conbined state and | ocal revenue per nenbership pupil”
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, divided by the
district's nmenbership excludi ng special education pupils.

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

(c) "Honestead" neans that termas defined in section 1211
of the revised school code, MCL 380.1211
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(d) "lI'mediately preceding state fiscal year" neans the
state fiscal year immedi ately preceding the current state fisca
year.

(e) "Local school operating revenue" neans school operating
taxes | evi ed under section 1211 of the revised school code, MCL
380. 1211.

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

(g) "Menbership" nmeans the definition of that term under
section 6 as in effect for the particular fiscal year for which a
particul ar cal cul ation is made.

(h) "Qualified agricultural property" neans that term as
defined in section 1211 of the revised school code, ML
380. 1211.

(i) "School operating purposes” neans 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
taxes | evied under section 1211 of the revised school code, MCL
380. 1211, and retained for school operating purposes.

(k) "Taxabl e val ue per nenbership pupil" nmeans taxable
value, as certified by the departnent of treasury, for the cal en-
dar year ending in the current state fiscal year divided by the
district's nmenbership excludi ng special education pupils for the

school year ending in the current state fiscal year.
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Sec. 5la. (1) Fromthe appropriation in section 11, there
is allocated $818, 786, 700. 00 for 1997-98 to consi st of an amount
not to exceed $722,853,300.00 from state sources and
$95, 933, 400. 00 in federal funding under sections 611 to 620 of
part B of the individuals with disabilities education act, title
VI of Public Law 91-230, 20 U. S.C. 1411 to 1420, plus any carry-
over federal funds from previous year appropriations, and there
is allocated for 1998-99 an anobunt not to exceed
—$7+1-653,366-06— $778, 800, 000. 00 from state sources and al
avai l abl e federal funding, estimated at $120, 000, 000. 00, plus any
carryover federal funds from previous year appropriations, for
t he purpose of reinbursing districts and internediate districts
for special education prograns, services, and special education
personnel as prescribed in article 3 of the revised school code,
MCL 380.1701 to 380.1766; net tuition paynents made by internedi-
ate districts to the Mchigan schools for the deaf and blind; and
progranms for pupils with handi caps as defined by the departnent.
For neeting the costs of special education prograns and services
not reinbursed under this article, a district or internediate
district may use noney in general funds or special education
funds, not otherw se restricted, or contributions fromdistricts
to internediate districts, tuition paynents, gifts and contri bu-
tions fromindividuals, or federal funds that may be avail abl e
for this purpose, as determned by the internediate district plan
prepared pursuant to article 3 of the revised school code, MCL
380. 1701 to 380.1766.
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(2) Fromthe funds allocated under subsection (1), there is
all ocated for 1997-98 and for 1998-99 the anbunt necessary,
estimated at $620, 906, 100. 00 for 1997-98 and —$672274,006-00—
$680, 000, 000. 00 for 1998-99, for paynents toward rei nbursing dis-
tricts and internediate districts for 28.6138% of total approved
costs of special education, excluding costs reinbursed under
section 53a, and 70.4165% of total approved costs of special edu-
cation transportation. Allocations under this subsection shal
be made as fol |l ows:

(a) The initial amount allocated to a district under this
subsection toward fulfilling the specified percentages shall be
calculated by multiplying the district's special education pupi
menber shi p, excludi ng pupils described in subsection (13), tines
t he foundation all owance under section 20 of the pupil's district
of residence, not to exceed $6,500.00 adjusted by the dollar
anmount of the difference between the 1997-98 and 1998-99 basic
foundati on al |l owance under section 20 and $5, 000.00, or, for a
speci al education pupil in nenbership in a district that is a
public school acadeny or university school, tines an anount equal
to the anount per nenbership pupil cal cul ated under section
20(6). For an intermediate district, the anmount all ocated under
this subdivision toward fulfilling the specified percentages
shal | be an anmount per special education nenbership pupil,
excl udi ng pupils described in subsection (13), and shall be cal -
culated in the sane manner as for a district, using the founda-
tion all owance under section 20 of the pupil's district of

resi dence, not to exceed $6, 500. 00 adjusted by the dollar amount
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of the difference between the 1997-98 and 1998-99 basic
foundati on all owance under section 20 and $5, 000. 00.

(b) After the allocations under subdivision (a), districts
and internmediate districts for which the paynents under
subdi vision (a) do not fulfill the specified percentages shall be
paid the anbunt necessary to achi eve the specified percentages
for the district or internediate district.

(3) Fromthe funds all ocated under subsection (1), there is
all ocated for 1997-98 and for 1998-99 the anobunt necessary, esti-
mat ed at $29, 224, 700. 00 for 1997-98 and $26, 056, 800. 00 for
1998-99, to nmke paynents to districts and internediate districts
under this subsection. |If the amount allocated to a district or
internediate district for 1997-98 or 1998-99 under subsection
(2)(b) is less than the sum of the anmobunts allocated to the dis-
trict or intermediate district for 1996-97 under sections 52 and
58, there is allocated to the district or internediate district
for 1997-98 or for 1998-99, or both as applicable, an anount
equal to that difference, adjusted by applying the same proration
factor that was used in the distribution of funds under section
52 in 1996-97 as adjusted to the district's or internediate
district's necessary costs of special education used in cal cul a-
tions for 1997-98 or 1998-99. This adjustnment is to reflect
reductions in special education program operations between
1996- 97 and 1997-98 or 1998-99, as applicable.

(4) If the departnment determ nes that the sum of the anmounts
allocated for a fiscal year to a district or internediate

di strict under subsection (2)(a) and (b) is not sufficient to
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fulfill the specified percentages in subsection (2), then the
shortfall shall be paid to the district or internmediate district
during the fiscal year beginning on the October 1 follow ng the
determ nation and paynents under subsection (3) shall be adjusted
as necessary. |If the departnent determ nes that the sumof the
anounts allocated for a fiscal year to a district or internediate
district under subsection (2)(a) and (b) exceeds the sum of the
anount necessary to fulfill the specified percentages in subsec-
tion (2), then the departnment shall deduct the anmount of the
excess fromthe district's or internediate district's paynents
under this act for the fiscal year beginning on the Cctober 1
followi ng the determ nation and paynents under subsection (3)
shal | be adjusted as necessary. However, if the anount all ocated
under subsection (2)(a) in itself exceeds the anmpbunt necessary to
fulfill the specified percentages in subsection (2), there shal
be no deduction under this subsection.

(5) State funds shall be allocated on a total approved cost
basis. Federal funds shall be allocated under applicable federal
requi renents, except that an anount not to exceed $3, 100, 000. 00
may be all ocated by the departnment for 1997-98, and an anount not
to exceed $3,500, 000.00 may be allocated by the departnent for
1998-99, to districts or internediate districts on a conpetitive
grant basis for prograns, equipnent, and services that the
departnment determnes to be designed to benefit or inprove spe-
cial education on a statew de scal e.

(6) Fromthe anount allocated in subsection (1), there is
all ocated an anmount not to exceed $1, 700, 000.00 for 1997-98 and
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an anmount not to exceed $2, 200, 000.00 for 1998-99 to reinburse
100% of the net increase in necessary costs incurred by a dis-
trict or intermediate district in inplenenting the revisions in
the adm nistrative rules for special education that becane effec-
tive on July 1, 1987. As used in this subsection, "net increase
i n necessary costs" neans the necessary additional costs incurred
sol ely because of new or revised requirenents in the adm nistra-
tive rules mnus cost savings permtted in inplenenting the
revised rules. Net increase in necessary costs shall be deter-
m ned in a manner specified by the departnent.

(7) For purposes of this article, all of the follow ng
appl y:

(a) "Total approved costs of special education"” shall be
determ ned in a manner specified by the departnent and may
include indirect costs, but shall not exceed 115% of approved
direct costs for section 52 and section 53a progranms. The total
approved costs include salary and other conpensation for al
approved speci al education personnel for the program including
paynments for social security and nmedi care and public school
enpl oyee retirenment systemcontributions. The total approved
costs do not include salaries or other conpensation paid to
adm ni strative personnel who are not special education personnel
as defined in section 6 of the revised school code, MCL 380. 6.
Costs reinbursed by federal funds, other than those federal funds
included in the allocation nade under this article, are not
i ncluded. Special education approved personnel not utilized ful

time in the evaluation of students or in the delivery of special
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educati on prograns, ancillary, and other related services shal
be rei nbursed under this section only for that portion of tine
actually spent providing these prograns and services, with the
exception of special education prograns and services provided to
youth placed in child caring institutions or juvenile detention
prograns approved by the departnent to provide an on-grounds edu-
cation program

(b) Reinbursenent for ancillary and other rel ated servi ces,
as defined by R 340.1701 of the Mchigan adm nistrative code,
shal |l not be provided when those services are covered by and
avai |l abl e through private group health insurance carriers or fed-
eral reinbursed program sources unless the departnent and dis-
trict or intermediate district agree otherw se and that agreenent

is approved by the departnent of managenent and budget.

Expenses, other than the incidental expense of filing, shall not
be borne by the parent. |In addition, the filing of clainms shal
not delay the education of a pupil. A district or internediate
district shall be responsible for paynent of a deducti bl e anount
and for an advance paynent required until the time a claimis
pai d.

(8) Fromthe allocation in subsection (1), there is allo-
cated for 1997-98 and for 1998-99 an anpunt not to exceed

$15, 313, 900. 00 each fiscal year to internediate districts. The
paynment under this subsection to each internediate district shal
be equal to the amount of the 1996-97 allocation to the interne-

diate district under this subsection.
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(9) A pupil who is enrolled in a full-tinme special education
program conducted or adm nistered by an internediate district or
a pupil who is enrolled in the Mchigan schools for the deaf and
blind shall not be included in the nmenbership count of a dis-
trict, but shall be counted in nenbership in the internedi ate
district of residence.

(10) Notw thstandi ng section 6(4), for 1997-98 only, for
pupils enrolled in a center program pursuant to an internedi ate
district plan the departnent shall use for the February 1997 sup-
pl emental count the definition of nenbership used for the 1997-98
pupi | menbershi p count day.

(11) Special education personnel transferred from1 district
to another to inplenent the revised school code shall be entitled
to the rights, benefits, and tenure to which the person would
ot herwi se be entitled had that person been enpl oyed by the
receiving district originally.

(12) If a district or internediate district uses noney
recei ved under this section for a purpose other than the purpose
or purposes for which the noney is allocated, the departnent may
require the district or internediate district to refund the
anount of noney received. Mney that is refunded shall be depos-
ited in the state treasury to the credit of the state school aid
f und.

(13) Fromthe funds allocated in subsection (1), there is
all ocated each fiscal year for 1997-98 and for 1998-99 the anount
necessary, estimted at $8, 370, 600.00 for 1997-98 and for

1998-99, to pay the foundation all owances for pupils described in
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this subsection. The allocation to a district under this
subsection shall be cal culated by nultiplying the nunber of
pupils described in this subsection who are counted in nenbership
in the district tinmes the foundation all owance under section 20
of the pupil's district of residence, not to exceed $6, 500. 00
adj usted by the dollar anmount of the difference between the
1997-98 and 1998-99 basic foundation all owance under section 20
and $5, 000.00, or, for a pupil described in this subsection who
is counted in nenbership in a district that is a public schoo
acadeny or university school, tinmes an anount equal to the anmount
per nmenbership pupil under section 20(6). The allocation to an
internediate district under this subsection shall be cal cul ated
in the sane manner as for a district, using the foundation all ow
ance under section 20 of the pupil's district of residence, not
to exceed $6,500. 00 adjusted by the dollar amount of the differ-
ence between the 1997-98 and 1998-99 basic foundation all owance
under section 20 and $5,000.00. This subsection applies to al
of the follow ng pupils:

(a) Pupils described in section 53a.

(b) Pupils counted in nenbership in an internmediate district
who are not special education pupils and are served by the inter-

medi ate district in a juvenile detention or child caring

facility.

(c) Enotionally inpaired pupils counted in nenbership by an
internmediate district and provided educational services by the
departnment of community health
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(14) After

remai ni ng expenditures fromthe allocation in subsection (1)

shal | be
(a)
(b)

(6).
(c)
(d)
(e)
(f)
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paynments under subsections (2) and (13), the

made in the

100% of
100% of

100% of
100% of
100% of
100% of

t he
t he

t he
t he
t he
t he

foll ow ng order:
rei mbursenent required

rei mbursenent required

paynment required under
paynment required under
paynment required under

paynments under section
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under section 53a.

under subsecti on

section 54.
subsection (3).
subsection (8).
56.
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