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SB- 0279, As Passed House, June 29, 2005

HOUSE SUBSTI TUTE FOR
SENATE BILL NO. 279

A bill to anmend 1979 PA 94, entitled
"The state school aid act of 1979,"
by amendi ng sections 11, 1la, 11j, 22a, 22b, 5l1a, and 51c (MCL
388.1611, 388.1611a, 388.1611j, 388.1622a, 388.1622b, 388.1651a,
and 388. 1651c), sections 11 and 51a as anended by 2004 PA 518,
section 1la as added by 2003 PA 158, and sections 11, 22a, 22b,
and 51c as anended by 2004 PA 351.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. 11. (1) —+h-additionto—-allotherappropriations—under
. . | , . | .
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For the fiscal year ending Septenber 30, 2005, there is

appropriated for the public schools of this state and certain other
state purposes relating to education the sum of —$10,-909,200,000-00
$10, 907, 222, 200. 00 fromthe state school aid fund established by
section 11 of article I X of the state constitution of 1963, THE SUM
OF $41, 100, 000. 00 FROM THE PROCEEDS OF CAPI TALI ZATI ON OF THE SCHOOL
BOND LOAN FUND REVOLVI NG FUND, and the sum of —$264.700,-000-00
$165, 200, 000. 00 fromthe general fund. In addition, avail able
federal funds are appropriated for each —efthese— fiscal —years
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 anopunt 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 1lla.

(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, 31d, 5la(2), 5l1la(12), 51c, 53a, and 56
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shall be made in full. In addition, for districts beginning
operations after 1994-95 that qualify for paynments under section
22b, paynents under section 22b shall be nmade so that the

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
gual 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). Subject to subsection (5), 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 nanner
prescribed in subsection (4) as necessary to reflect the anount
avai l abl e for expenditure fromthe state school aid fund for the
affected fiscal year. However, if the departnent of treasury
determines that proration will be required under this subsection
or if the departnent of treasury determ nes that further proration
is required under this subsection after an initial proration has
al ready been nade for a fiscal year, the departnment of treasury
shall notify the state budget director, and the state budget
director shall notify the legislature at | east 30 cal endar days or
6 legislative 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 |egislative session day
period after that notification by the state budget director, the

departnent shall not reduce any paynments under this act because of
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proration under this subsection. The | egislature may prevent
proration fromoccurring by, within the 30 cal endar day or 6

| egi sl ative session day period after that notification by the state
budget director, enacting |egislation 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 anount of the projected shortfall

(4) Subject to subsection (5), if proration is necessary, the
departnent shall calculate the proration in district and
internmediate district paynents that is required under subsection
(3) as follows:

(a) The departnent 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) I'ntermedi 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 amount 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
paynments under sections 11f, 11g, 11j, 22a, 26a, 31d, 5la(2),
51a(12), 51c, and 53a, by that anount.

(c) The departnent shall recover a percentage of the proration
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anount required under subsection (3) that is equal to the

per cent age cal cul ated under subdivision (a)(ii) for internmedi ate
districts by reducing paynents to intermediate districts. This
reduction shall be nade by reducing the paynents to each
internmediate district, other than paynents under sections 11f, 11g,
26a, 5l1a(2), 51a(12), 53a, and 56, on an equal percentage basis.

(d) 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)(iii) for entities other
than districts and internediate districts by reducing paynents to
these entities. This reduction shall be made by reducing the
paynments to each of these entities, other than paynents under
sections 11j and 26a, on an equal percentage basis.

(5) Beginning in 2004-2005, if a district has an energency
financi al manager in place under the |ocal governnent fisca
responsibility act, 1990 PA 72, MCL 141.1201 to 141. 1291, paynents
to that district are not subject to proration under this section.

(6) 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 —state— school aid

STABI LI ZATI ON fund CREATED UNDER SECTI ON 11A. —H—t+tsdetermned
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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.

(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 nment 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
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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 anmount equal to the projected
shortfall, the state budget director shall notify the |egislature
as required under section 11(3) and state paynents in an anmount
equal to the renmmi nder of the projected shortfall shall be prorated
in the manner provided under section 11(4).

(7) FOR 2004-2005, THERE |S TRANSFERRED FROM THE SCHOCL Al D
STABI LI ZATI ON FUND TO THE STATE SCHOOL Al D FUND THE AMOUNT
NECESSARY TO FULLY FUND THE ALLOCATI ONS UNDER THI S ACT.

Sec. 11j. Fromthe appropriation in section 11 FROM THE
PROCEEDS OF CAPI TALI ZATI ON OF THE SCHOCOL BOND LOAN FUND REVOLVI NG
FUND, there is allocated an anpbunt not to exceed $41, 100, 000. 00 for
2004- 2005 for paynents to the school |oan bond redenption fund in
t he departnment of treasury on behalf of districts and internediate
di stricts. Notw thstanding section 11 or any other provision of
this act, funds allocated under this section are not subject to
proration and shall be paid in full.

Sec. 22a. (1) Fromthe appropriation in section 11, there is

al | ocat ed
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and— an anount not to exceed —$6,6+8,97/-8006-00— $6, 615, 000, 000. 00
for 2004-2005 for paynments to districts, qualifying university
school s, and qualifying public school academ es to guarantee each
di strict, qualifying university school, and qualifying public
school acadeny an anmount equal to its 1994-95 total state and | oca
per pupil revenue for school operating purposes under section 11 of
article I X of the state constitution of 1963. Pursuant to section
11 of article I X of the state constitution of 1963, this guarantee
does not apply to a district in a year in which the district |evies
a mllage rate for school district operating purposes |ess than it
levied in 1994. However, subsection (2) applies to calculating the
paynments under this section. Funds all ocated under this section
that are not expended in the state fiscal year for which they were
al l ocated, as determ ned by the departnent, nay be used to

suppl ement the allocations under sections 22b and 51c in order to
fully fund those calcul ated all ocations for the sane fiscal year

(2) To ensure that a district receives an anount equal to the
district's 1994-95 total state and | ocal per pupil revenue for
school operating purposes, there is allocated to each district a
state portion of the district's 1994-95 foundation allowance in an
amount cal cul ated as foll ows:

(a) Except as otherw se provided in this subsection, the state
portion of a district's 1994-95 foundati on all owance is an anount
equal to the district's 1994-95 foundation all owance or $6, 500. 00,
whi chever is less, mnus the difference between the product of the
t axabl e val ue per nenbership pupil of all property in the district

that is not a honestead or qualified agricultural property tines
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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 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 opment financing act, 1996 PA 381, MCL 125. 2651
to 125.2672, divided by the district's nenbership. For a district
that has a m Il age reduction required under section 31 of article
| 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.

(b) For a district that had a 1994-95 foundati on all owance
greater than $6,500.00, the state paynment under this subsection
shall be the sum of the amount cal cul ated under subdi vision (a)
pl us the amount cal cul ated under this subdivision. The anopunt
cal cul ated under this subdivision shall be equal to the difference
between the district's 1994-95 foundation all owance m nus $6, 500. 00
and the current year hold harm ess school operating taxes per
pupil. If the result of the cal culation under subdivision (a) is
negati ve, the negative anmount shall be an offset against any state
paynment cal cul ated under this subdivision. If the result of a
cal cul ation under this subdivision is negative, there shall not be
a state paynent or a deduction under this subdivision. The taxable
val ues per nenbership pupil used in the cal cul ati ons under this
subdi vi sion are as adjusted by ad val orem property tax revenue

captured under 1975 PA 197, MCL 125.1651 to 125.1681, the tax
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i ncrenent finance authority act, 1980 PA 450, MCL 125.1801 to
125. 1830, the |l 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

di strict's nmenbership.

(3) Beginning in 2003-2004, for pupils in nenbership in a
gual i fyi ng public school acadeny or qualifying university school
there is allocated under this section to the authorizing body that
is the fiscal agent for the qualifying public school acadeny for
forwarding to the qualifying public school acadeny, or to the board
of the public university operating the qualifying university
school, an amount equal to the 1994-95 per pupil paynent to the
gual i fyi ng public school acadeny or qualifying university schoo
under section 20.

(4) A district, qualifying university school, or qualifying
publ i c school acadeny may use funds allocated under this section in
conjunction with any federal funds for which the district,
qual i fying university school, or qualifying public school acadeny
ot herwi se woul d be eligible.

(5) For a district that is formed or reconfigured after June
1, 2000 by consolidation of 2 or nore districts or by annexati on,
the resulting district's 1994-95 foundation all owance under this
section beginning after the effective date of the consolidation or
annexation shall be the average of the 1994-95 foundati on
al l omances of each of the original or affected districts,
calcul ated as provided in this section, weighted as to the

percentage of pupils in total nmenbership in the resulting district
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in the state fiscal year in which the consolidation takes place who
reside in the geographic area of each of the original districts. If
an affected district's 1994-95 foundation allowance is |ess than

t he 1994-95 basic foundation all owance, the anount of that
district's 1994-95 foundation all owance shall be considered for the
pur pose of cal cul ations under this subsection to be equal to the
amount of the 1994-95 basic foundation all owance.

(6) As used in this section:

(a) "1994-95 foundation allowance"” nmeans a district's 1994-95
foundati on all owance cal cul ated and certified by the departnent of
treasury or the superintendent under former section 20a as enacted
in 1993 PA 336 and as anended by 1994 PA 283.

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

(c) "Current year hold harm ess school operating taxes per
pupi | " neans the per pupil revenue generated by nmultiplying a
district's 1994-95 hold harm ess mllage by the district's current
year taxable value per nenbership pupil.

(d) "Hold harm ess nmillage" nmeans, for a district with a 1994-
95 foundation allowance greater than $6,500.00, the nunber of mlls
by which the exenption fromthe | evy of school operating taxes on a
homest ead and qualified agricultural property could be reduced as
provided in section 1211(1) of the revised school code, MCL
380. 1211, and the nunber of mlls of school operating taxes that
could be levied on all property as provided in section 1211(2) of
t he revi sed school code, MCL 380.1211, as certified by the

departnent of treasury for the 1994 tax year.
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(e) "Honestead" nmeans that termas defined in section 1211 of
t he revi sed school code, MCL 380.1211

(f) "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 made

(g) "Qualified agricultural property" neans that term as
defined in section 1211 of the revised school code, MCL 380.1211

(h) "Qualifying public school acadeny" neans a public schoo
acadeny that was in operation in the 1994-95 school year and is in
operation in the current state fiscal year

(i) "Qualifying university school"™ neans a university schoo
that was in operation in the 1994-95 school year and is in
operation in the current fiscal year.

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

(k) "Taxabl e val ue per nenbership pupil” neans each of the
foll ow ng divided by the district's menbership

(i) For the nunmber of mlls by which the exenption fromthe
| evy of school operating taxes on a honestead and qualified
agricultural property may be reduced as provided in section 1211(1)
of the revised school code, MCL 380.1211, the taxable val ue of
homest ead and qualified agricultural property for the cal endar year
ending in the current state fiscal year

(ii) For the nunber of mlls of school operating taxes that nmay
be levied on all property as provided in section 1211(2) of the

revi sed school code, MCL 380.1211, the taxable val ue of al
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property for the cal endar year ending in the current state fisca
year.

Sec. 22b. (1) Fromthe appropriation in section 11, there is
al l ocated an anpbunt not to exceed —$2-910,300,000-00
$2, 923, 200, 000. 00 for 2004-2005 for discretionary nonmandat ed
paynments to districts under this section. Funds allocated under
this section that are not expended in the state fiscal year for
which they were allocated, as determ ned by the departnment, may be
used to supplenment the allocations under sections 22a and 51c in
order to fully fund those cal culated 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 anount 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
with that requirenent.

(4) Fromthe allocation in subsection (1), the departnent

shall pay up to $1,000,000.00 in litigation costs incurred by this
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state associated with lawsuits filed by 1 or nore districts or
internediate districts against this state. If the allocation under
this section is insufficient to fully fund all paynments required
under this section, the paynents under this subsection shall be
made in full before any proration of remaining 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 5l1c. 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
paynents 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
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under this section the anmount as nay be necessary to satisfy the
anount owed to districts before maki ng any paynents to districts
under subsection (2).

(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
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resolution of the litigation. In addition, this state reserves the
right to termnate future federal title Xl X nedicaid rei nbursenent
paynents to districts if the amount or allocation of reinbursed
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. 51a. (1) Fromthe appropriation in section 11, there is
all ocated for 2004-2005 an anmount not to exceed —$905,683,-000-06
$896, 383, 000. 00 from state sources and all avail able federa
fundi ng under sections 611 to 619 of part B of the individuals with
disabilities education act, 20 USC 1411 to 1419, estinated at
$329, 850, 000. 00 plus any carryover federal funds from previous year
appropriations. The allocations under this subsection are for the
purpose of reinbursing districts and internediate districts for
speci al 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 nade by internediate
districts to the Mchigan schools for the deaf and blind; and
speci al education prograns and services for pupils who are eligible
for special education prograns and services according to statute or
rule. 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 specia
education funds, not otherw se restricted, or contributions from
districts to internmediate districts, tuition paynents, gifts and
contributions fromindividuals, or federal funds that nmay be

avai l able for this purpose, as determ ned by the internediate
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district plan prepared pursuant to article 3 of the revised school
code, MCL 380.1701 to 380.1766. All federal funds allocated under
this section in excess of those allocated under this section for
2002- 2003 may be distributed in accordance with the flexible
fundi ng provisions of the individuals with disabilities education
act, title VI of Public Law 91-230, including, but not limted to,
34 CFR 300. 234 and 300.235. Notw thstanding section 17b, paynents
of federal funds to districts, internmediate districts, and ot her
eligible entities under this section shall be paid on a schedul e
deternmi ned by the departnent.

(2) Fromthe funds allocated under subsection (1), there is
al l ocated for 2004-2005 the anmount necessary, estinmated at
$168,900,-000-060— $175, 500, 000. 00 for —2003-2004— 2004- 2005, for
paynents toward rei nbursing districts and internmediate districts
for 28.6138% of total approved costs of special education,
excl udi ng costs reinbursed under section 53a, and 70.4165% of total
approved costs of special education transportation. Allocations
under this subsection shall be made as follows:

(a) The initial anpbunt allocated to a district under this
subsection toward fulfilling the specified percentages shall be
calculated by multiplying the district's special education pupi
nmenber shi p, excluding pupils described in subsection (12), tinmes
t he sum of the foundation all owance under section 20 of the pupil's
district of residence plus the anbunt of the district's per pupi
al I ocati on under section 20j(2), not to exceed $6, 500. 00 adj usted
by the dollar anpbunt of the difference between the basic foundation

al l omance under section 20 for the current fiscal year and
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$5, 000. 00 m nus $200. 00, or, for a special education pupil in
menbership in a district that is a public school acadeny or
university school, tines an anount equal to the anmount per

nmenber shi p pupil cal cul ated under section 20(6). For an
intermedi ate district, the amount allocated under this subdivision
toward fulfilling the specified percentages shall be an anount per
speci al education nenbership pupil, excluding pupils described in
subsection (12), and shall be calculated in the sanme manner as for
a district, using the foundation all owance under section 20 of the
pupil's district of residence, not to exceed $6,500. 00 adjusted by
t he dollar anount of the difference between the basic foundation
al | omance under section 20 for the current fiscal year and

$5, 000. 00 m nus $200.00, and that district's per pupil allocation
under section 20j(2).

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

(3) Fromthe funds all ocated under subsection (1), there is
al l ocated for 2004-2005 the anmount necessary, estinmated at
$2.400,-000-00— $3, 000, 000. 00, to nake paynents to districts and
intermedi ate districts under this subsection. If the anount
allocated to a district or internediate district for a fiscal year
under subsection (2)(b) is |less than the sum of the anmounts
allocated to the district or internediate district for 1996-97

under sections 52 and 58, there is allocated to the district or
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internediate district for the fiscal year an anount equal to that

di fference, 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 calculations for the fiscal

year. This adjustnment is to reflect reductions in special education
program oper ati ons OR SERVI CES bet ween 1996- 97 and subsequent

fiscal years. Adjustments for reductions in special education
program operati ons OR SERVI CES shall be made in a manner determ ned
by the departnent and shall include adjustnents for program OR
SERVI CE shifts.

(4) If the departnent determ nes that the sum of the anounts
all ocated for a fiscal year to a district or internediate district
under subsection (2)(a) and (b) is not sufficient to fulfill the
specified percentages in subsection (2), then the shortfall shal
be paid to the district or internmediate district during the fiscal
year beginning on the October 1 followi ng the deternination and
paynments under subsection (3) shall be adjusted as necessary. |If
t he departnent determ nes that the sum of the anpbunts all ocated for
a fiscal year to a district or internediate district under
subsection (2)(a) and (b) exceeds the sum of the anbunt necessary
to fulfill the specified percentages in subsection (2), then the
departnment shall deduct the amobunt of the excess fromthe
district's or intermediate district's paynents under this act for
the fiscal year beginning on the Cctober 1 follow ng the
determi nation and paynents under subsection (3) shall be adjusted

as necessary. However, if the amount all ocated under subsection
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(2)(a) initself exceeds the anpbunt necessary to fulfill the
speci fied percentages in subsection (2), there shall be no
deduction under this subsection.

(5) State funds shall be allocated on a total approved cost
basi s. Federal funds shall be allocated under applicable federa
requi renents, except that an anpbunt not to exceed $3, 500, 000. 00 may
be allocated by the departnment for 2004-2005 to districts or
internediate districts on a conpetitive grant basis for prograns,
equi pnent, and services that the departnent determ nes to be
designed to benefit or inprove special education on a statew de
scal e.

(6) Fromthe anmount allocated in subsection (1), there is
al |l ocated an anount not to exceed $2, 200, 000. 00 for 2004-2005 to
rei mburse 100% of the net increase in necessary costs incurred by a
district or internediate district in inplenenting the revisions in
the adm nistrative rules for special education that becane
effective on July 1, 1987. As used in this subsection, "net
i ncrease in necessary costs" neans the necessary additional costs
incurred solely because of new or revised requirements in the
adm nistrative rules mnus cost savings permtted in inplenenting
the revised rules. Net increase in necessary costs shall be
determ ned in a manner specified by the departnent.

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

(a) "Total approved costs of special education"” shall be
determined in a manner specified by the departnent and may incl ude
i ndirect costs, but shall not exceed 115% of approved direct costs

for section 52 and section 53a prograns. The total approved costs
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i nclude sal ary and ot her conpensation for all approved specia
education personnel for the program including paynents for social
security and nedicare and public school enployee retirenent system
contributions. The total approved costs do not include salaries or
ot her conpensation paid to adm nistrative personnel who are not
speci al education personnel as defined in section 6 of the revised
school code, MCL 380.6. Costs reinbursed by federal funds, other

t han those federal funds included in the allocation nade under this
article, are not included. Special education approved personnel not
utilized full time in the evaluation of students or in the delivery
of special education prograns, ancillary, and other rel ated
services shall be reinbursed under this section only for that
portion of tinme 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

juvenil e detention prograns approved by the departnent to provide

an on-grounds education program —Fetal—approved-costs—of speecial
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(B) BEG NNING W TH THE 2004- 2005 FI SCAL YEAR, A DI STRICT OR
| NTERVEDI ATE DI STRI CT THAT EMPLOYED SPECI AL EDUCATI ON SUPPORT
SERVI CES STAFF TO PROVI DE SPECI AL EDUCATI ON SUPPORT SERVI CES | N
2003-2004 OR I N A SUBSEQUENT FI SCAL YEAR AND THAT IN A FI SCAL YEAR

AFTER 2003- 2004 RECEI VES THE SAME TYPE OF SUPPCRT SERVI CES FROM
ANOTHER DI STRI CT OR | NTERMEDI ATE DI STRI CT SHALL REPORT THE COST OF
THOSE SUPPORT SERVI CES FOR SPECI AL EDUCATI ON REI MBURSEMENT PURPOSES
UNDER THI S ACT. THI'S SUBDI VI SI ON DCES NOT PROH Bl T THE TRANSFER OF
SPECI AL EDUCATI ON CLASSROOM TEACHERS AND SPECI AL EDUCATI ON
CLASSROOM Al DES | F THE PUPI LS COUNTED I N MEMBERSHI P ASSOCI ATED W TH
THOSE SPECI AL EDUCATI ON CLASSROOM TEACHERS AND SPECI AL EDUCATI ON
CLASSROOM Al DES ARE TRANSFERRED AND COUNTED IN MEMBERSHI P I N THE
OTHER DI STRI CT OR | NTERMEDI ATE DI STRICT I N CONJUNCTI ON W TH THE
TRANSFER OF THOSE TEACHERS AND Al DES.

(C© —b)— Reinbursenent for ancillary and other rel ated
services, as defined by R 340.1701c of the M chigan adm nistrative
code, shall not be provided when those services are covered by and
avai | abl e through private group health insurance carriers or
federal reinbursed program sources unl ess the departnment and
district or internediate district agree otherw se and t hat
agreenent is approved by the state budget director. Expenses, other
than the incidental expense of filing, shall not be borne by the

parent. In addition, the filing of clainms shall not delay the
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education of a pupil. A district or internmediate district shall be
responsi bl e for paynent of a deductible anbunt and for an advance
paynment required until the tinme a claimis paid.

(8) Fromthe allocation in subsection (1), there is allocated
for 2004-2005 an anmount not to exceed $15,313,900.00 to
internmediate districts. The paynent under this subsection to each
internmediate district shall be equal to the anount of the 1996-97
allocation to the intermediate district under subsection (6) of
this section as in effect for 1996-97.

(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 district,
but shall be counted in nmenbership in the internediate district of
resi dence.

(10) Special education personnel transferred from1 district
to another to inplenment 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 enployed by the
receiving district originally.

(11) If a district or internmediate district uses noney
recei ved under this section for a purpose other than the purpose or
pur poses for which the noney is allocated, the departnment nmay
require the district or internediate district to refund the anount
of noney received. Mney that is refunded shall be deposited in the
state treasury to the credit of the state school aid fund.

(12) Fromthe funds allocated in subsection (1), there is
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al l ocated for 2004-2005 the anmobunt necessary, estinated at
$6,100,-000-00— $7, 000, 000. 00, to pay the foundation allowances for
pupils described in this subsection. The allocation to a district
under this subsection shall be calculated by nultiplying the nunber
of pupils described in this subsection who are counted in
menbership in the district times the sumof the foundation
al | omance under section 20 of the pupil's district of residence
pl us the amount of the district's per pupil allocation under
section 20j(2), not to exceed $6,500.00 adjusted by the dollar
amount of the difference between the basic foundation all owance
under section 20 for the current fiscal year and $5, 000. 00 m nus
$200. 00, or, for a pupil described in this subsection who is
counted in nenbership in a district that is a public school acadeny
or university school, tinmes an anount equal to the anmount per
menber shi p pupil under section 20(6). The allocation to an
intermedi ate district under this subsection shall be calculated in
the sane manner as for a district, using the 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
bet ween the basic foundation all owance under section 20 for the
current fiscal year and $5, 000.00 m nus $200.00, and that
district's per pupil allocation under section 20j(2). This
subsection applies to all of the follow ng pupils:

(a) Pupils described in section 53a.

(b) Pupils counted in nmenbership in an internediate district
who are not special education pupils and are served by the

internediate district in a juvenile detention or child caring

S01610' 05 (H-2) TAV



© 00 N o o0~ W N P

N N N N N N NMN NP P P P R R R R P
~N~ o oo M WON P O © 00N OO0~ WDN P O

25

facility.

(c) Enotionally inpaired pupils counted in nmenbership by an
internmediate district and provi ded educational services by the
department of comunity health.

(13) After paynents under subsections (2) and (12) and section
51c, the remaining expenditures fromthe allocation in subsection
(1) shall be made in the follow ng order

(a) 100% of the reinbursenent required under section 53a

(b) 100% of the reinbursenent required under subsection (6).

(c) 100% of the paynent required under section 54.

(d) 100% of the paynent required under subsection (3).

(e) 100% of the paynent required under subsection (8).

(f) 100% of the paynents under section 56.

(14) The allocations under subsection (2), subsection (3), and
subsection (12) shall be allocations to internediate districts only
and shall not be allocations to districts, but instead shall be
calculations used only to determ ne the state paynents under
section 22b.

Sec. 51c. As required by the court in the consolidated cases

known as Durant v State of M chigan, M chigan suprene court docket

no. 104458-104492, fromthe allocation under section 5la(l), there
is allocated for 2004-2005 the anmobunt necessary, estimted at
$659,400,-000-00— $642, 000, 000. 00, for paynents to reinburse
districts for 28.6138% of total approved costs of special education
excl udi ng costs reinbursed under section 53a, and 70.4165% of total
approved costs of special education transportation. Funds all ocated

under this section that are not expended in the state fiscal year
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for which they were allocated, as determ ned by the departnent, may
be used to suppl enent the allocations under sections 22a and 22b in
order to fully fund those cal culated all ocations for the sane
fiscal year.

Enacting section 1. In accordance with section 30 of article |
of the state constitution of 1963, total state spending fromstate
sources for fiscal year 2004-2005 in this amendatory act, 2004 PA
518, 2004 PA 351, and 2004 PA 185 is estinmated at
$11, 113, 522, 200. 00 and state appropriations to be paid to |oca
units of governnent for fiscal year 2004-2005 are estimated at

$11, 050, 922, 200. 00.
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