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SENATE BILL No. 35

January 21, 2003, Introduced by Senator SWITALSKI and referred to the Committee on Education.

A bill to anmend 1979 PA 94, entitled
"The state school aid act of 1979,"
by amendi ng sections 18 and 168 (MCL 388. 1618 and 388. 1768),
section 18 as anended by 1999 PA 119 and section 168 as added by
1993 PA 175.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 18. (1) Except as otherw se provided i n —anether
seeti+on—of— this act, each district or other entity shall apply
t he noney received by the district or entity under this act to
sal ari es and ot her conpensati on of teachers and ot her enpl oyees,
tuition, transportation, lighting, heating, ventilation, water
service, the purchase of textbooks —whieh— that are designated by
the board to be used in the schools under the board' s charge,
ot her supplies, and any other 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
district 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 departnment
shal | determ ne the reasonabl eness of expenditures and may
wi thhold froma recipient of funds under this act the
apportionnent otherw se due for the fiscal year follow ng the
di scovery 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 internedi ate
district have an audit of the district's or internedi ate
district's financial and pupil accounting records conducted at
| east annually at the expense of the district or internediate
district, as applicable. — If a district that is a public
school acadeny has contracted for managenent services or other
operational services, the audit shall include records of the
contractor relating to the managenent or operation of the public
school acadeny. The audit shall be conducted by a certified
public accountant or by the intermedi ate district superintendent,
as may be required by the departnent, or in the case of a
district 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
acconpani ed by the internediate district's pupil accounting

procedures report. A district's or internmediate district's
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annual financial audit shall include an analysis of the financial
and pupil 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 accounti ng manual s approved and
publ i shed by the departnent. 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 forward the annual financial audit reports for
—ts—eonstituent— districts located within the internediate
district and for the internediate district, and the pupil
accounti ng procedures report for the pupil menbership count day
and suppl emental count day, to the departnment not |ater than
Novenber 15 of each year. The annual financial audit reports and
pupi | accounting procedures reports shall be available to the
public in conpliance with the freedom of information act, 1976
PA 442, MCL 15.231 to 15.246. Not l|later than Decenber 1 of each
year, the departnent shall notify the state budget director and
the legislative appropriations subconmttees responsible for
review of the school aid budget of districts and internediate
districts that have not filed an annual financial audit and pupi
accounting procedures report required under this section for the
school year ending in the imediately preceding fiscal year.

(3) Each district and internediate district shall file with
t he departnent by Novenber 15 of each year an annua

conprehensive financial report, known as "Form B", on a form and
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in the manner prescribed by the departnent. |If a district that
is a public school acadeny has contracted for nanagenent services
or other operational services, this annual conprehensive
financial report shall include information on the services
performed by the contractor and on expenditures for those
servi ces.

(4) Not later than July 1, 1999, the departnment shall approve
and publish pupil accounting and pupil auditing nmanuals. The

departnent shall review those manual s 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

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

(6) If a district or intermediate district does not conply
Wi th subsection (2) or (3), the departnment 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
district or internediate district, until the district or

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

Sec. 168. (1) In order to receive funds under this act, a
district, internediate district, grant recipient, contractor, or
other entity that directly or indirectly receives funds under
this act shall allow access for the departnment 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 nburse the state for all disallowances found in the audit.

(2) As used in this section, "contractor" includes, but is
not limted to, a contractor with which a district that is a
publ i ¢ school acadeny contracts for managenent services or other

oper ational services.
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