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HOUSE BILL No. 5257

February 1, 2000, Introduced by Reps. Switalski, Basham, Dennis, Bogardus, Julian,
Baird, Wojno, DeHart, Lockwood, Jacobs, Woronchak, Gieleghem, Bovin, Minore, Van
Woerkom, Law, Hager, Richner and Lemmons and referred to the Committee on Education.

A bill to amend 1979 PA 94, entitled
"The state school aid act of 1979,"
by anmendi ng sections 18 and 168 (MCL 388.1618 and 388.1768), sec-
tion 18 as anmended by 1999 PA 119 and section 168 as added by
1993 PA 175.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 18. (1) Except as OTHERW SE provi ded i n —another—sec=
t+orm—of— this act, each district or other entity shall apply the
noney received by the district or entity under this act to sal a-
ries and other conpensation of teachers and other enpl oyees,

tuition, transportation, lighting, heating, ventilation, water

service, the purchase of textbooks —whiech— THAT are desi gnated by

the board to be used in the schools under the board s charge,
ot her supplies, and any ot her school operating expenditures

defined in section 7. However, not nore than 20% of the total
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anount received by a district under article 2 or internediate
di strict under article 8 may be transferred by the board to
either the capital projects fund or to the debt retirenent fund
for debt service. The noney shall not be applied or taken for a
pur pose other than as provided in this section. The departnent
shall determ ne the reasonabl eness of expenditures and may with-
hold froma recipient of funds under this act the apportionnent
ot herw se due for the fiscal year follow ng the discovery by the
departnment of a violation by the recipient.

(2) For the purpose of determ ning the reasonabl eness of
expendi tures and whether a violation of this act has occurred,
the departnent shall require that each district and internediate
district have an audit of the district’s or internedi ate
district’s financial and pupil accounting records conducted at
| east annual ly at the expense of the district or internediate
district, as applicable. — IF A D STRICT THAT IS A PUBLIC
SCHOOL ACADEMY HAS CONTRACTED FOR MANAGEMENT SERVI CES OR OTHER
OPERATI ONAL SERVI CES, THE AUDI T SHALL | NCLUDE RECORDS OF THE CON-
TRACTOR RELATI NG TO THE MANAGEMENT OR OPERATI ON OF THE PUBLI C
SCHOCOL ACADEMY. THE AUDI T SHALL BE CONDUCTED by a certified

public accountant or by the internmediate district superintendent,
as may be required by the departnent, or in the case of a dis-
trict of the first class by a certified public accountant, the

i nternedi ate superintendent, or the auditor general of the city.
An internediate district’s annual financial audit shall be accom
panied by the internmediate district’s pupil accounting procedures

report. A district’s or internediate district’s annual financial

05536’ 99



© 0 N oo o B~ wWw N PP

N NN NN N NN R R R R R B R R R R
N~ o 0 M W N R O © 0 N O 0~ W DN BRLP O

3

audit shall include an analysis of the financial and pupi
accounting data used as the basis for distribution of state
school aid. The pupil accounting records and reports, audits,
and managenent letters are subject to requirenents established in
the auditing and accounting manual s approved and published by the
departnment. Except as otherw se provided in this subsection, a
district shall file the annual financial audit reports with the
internediate district not later than 120 days after the end of
each school fiscal year and the internediate district shall for-
ward the annual financial audit reports for —its—constituent—
districts LOCATED W THI N THE | NTERMEDI ATE DI STRICT and for the
internediate district, and the pupil accounting procedures report
for the pupil nenbership count day and suppl enmental count day, to
the departnent not |ater than Novenmber 15 of each year. The
annual financial audit reports and pupil accounting procedures
reports shall be available to the public in conpliance with the
freedomof information act, 1976 PA 442, MCL 15.231 to 15. 246.
Not |ater than Decenber 1 of each year, the departnent shal
notify the state budget director and the |egislative appropria-
tions subcomm ttees responsible for review of the school aid
budget of districts and internediate districts that have not
filed an annual financial audit and pupil accounting procedures
report required under this section for the school year ending in
the i medi ately preceding fiscal year.

(3) Each district and internediate district shall file with
the departnment by Novenber 15 of each year an annual

conprehensive financial report, known as "Form B", on a form and
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in the manner prescribed by the departnent. |F A DI STRICT THAT
IS A PUBLI C SCHOOL ACADEMY HAS CONTRACTED FOR MANAGEMENT SERVI CES
OR OTHER OPERATI ONAL SERVI CES, THI S ANNUAL COMPREHENSI VE FI NAN-

Cl AL REPORT SHALL | NCLUDE | NFORMATI ON ON THE SERVI CES PERFORMED
BY THE CONTRACTOR AND ON EXPENDI TURES FOR THOSE SERVI CES.

(4) Not later than July 1, 1999, the departnent shal
approve and publish pupil accounting and pupil auditing manual s.
The departnent shall review those manuals at | east annually and
shal | periodically update those manuals to reflect changes in
this act. The pupil accounting manuals in effect for the 1996-97
school year, including subsequent revisions issued by the super-

i ntendent, shall be the interimmnuals in effect until new manu-
al s are approved and published. However, the clarification of

cl ass-by-cl ass accounting provided in the departnment’s April 15,

1998 nenorandum on pupil accounting procedures shall be excl uded
fromthe interimmnuals.

(5) If adistrict that is a public school acadeny purchases
property using noney received under this act, the public school
acadeny shall retain ownership of the property unless the public
school acadeny sells the property at fair market val ue.

(6) If adistrict or internediate district does not conply
wi th subsection (2) or (3), the departnent shall w thhold al
state school aid due to the district or internediate district
under this act, beginning with the next paynent due to the dis-
trict or internediate district, until the district or internedi-
ate district conplies with subsections (2) and (3). If the

district or internediate district does not conply with
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subsections (2) and (3) by the end of the fiscal year, the
district or internmediate district forfeits the anmobunt w thhel d.

Sec. 168. (1) In order to receive funds under this act, a
district, internmediate district, grant recipient, contractor, or
other entity that directly or indirectly receives funds under
this act shall allow access for the departnent or the
departnent’s designee to audit all records related to a program
for which it receives such funds. The district, internediate
district, grant recipient, contractor, or other entity shal
rei mourse the state for all disallowances found in the audit.

(2) AS USED IN THI' S SECTI ON, "CONTRACTOR' | NCLUDES, BUT IS
NOT LIMTED TO, A CONTRACTOR WTH WHICH A DI STRICT THAT IS A
PUBLI C SCHOOL ACADEMY CONTRACTS FOR MANAGEMENT SERVI CES OR OTHER
OPERATI ONAL SERVI CES.

05536’ 99 Fi nal page. TAV



