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STATEMENT OF INTEREST OF AMICUS CURIAE MICHIGAN STATE 

BOARD OF EDUCATION VICE PRESIDENT PAMELA PUGH 

 Dr. Pamela Pugh was elected by the voters of Michigan to the State Board of 

Education in November 2014 and is currently the board’s Vice President. Her term 

will expire in January 2023. 

Dr. Pugh is a longtime advocate for the children of Michigan.  She is the Chief 

Public Health Advisor for the City of Flint, Michigan, where she has served since 

October 2016. She was employed by the Saginaw County Department of Public 

Health for 14 years. Dr. Pugh received a Doctorate of Public Health (DrPH) from 

the University of Michigan School of Public Health, a Master of Science from the 

University of Michigan School of Public Health, and a Bachelor of Science in 

Chemical Engineering from Florida A&M University. Dr. Pugh’s previous work 

includes being at the forefront of the fight to reduce childhood lead poisoning in 

Michigan. She has worked on numerous projects aimed at fostering the wellness of 

young children by addressing systems and programs that involve the physical, social, 

and emotional aspects of their development. 

Article VIII Section 8 of the Michigan constitution, which creates the State 

Board of Education and outlines its duties, states: 

Leadership and general supervision over all public education, including 

adult education and instructional programs in state institutions, except 

as to institutions of higher education granting baccalaureate degrees, is 

vested in a state board of education. It shall serve as the general 

planning and coordinating body for all public education, including 
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higher education, and shall advise the legislature as to the financial 

requirements in connection therewith. 

 

 Consistent with her responsibilities as a Michigan State Board of Education 

member and vice president, and in line with her longtime advocacy on behalf of the 

children of Michigan, Dr. Pugh has determined that she cannot agree with the 

position taken by attorneys for the Attorney General’s office who are representing 

all the Michigan state school board members in their official capacity. In an email 

to the Attorney General’s office dated May 28, 2019, she articulated that position.  

The email stated: 

Greetings Mr. Howd, 

 

I would like to bring to your attention and confirm that I did not 

respond to your email message dated May 21, 2019, or otherwise 

communicate with you that I would be taking the legal positions 

stated in the State Defendants’ reply brief that was filed with the U. S. 

Court of Appeals for the Sixth Circuit on Friday, May 24, 2019.  

 

Upon receiving your message on May 21, 2019, I began doing my due 

diligence and analyzing the legal arguments and options that were 

presented.  In doing so, I determined that I was not in agreement with 

the claim of the Governor, Interim Superintendent, and School 

Reform officer that the Court should dismiss the Plaintiffs’ appeal on 

mootness grounds.  Please be advised that I am exploring the options 

available to me, as a member of the Michigan Board of Education, to 

properly and procedurally address this matter. 

 

Exhibit 1, attached, emails. 

Following discussions with the Attorney General’s office, Dr. Pugh sent an 

email to Attorney General Dana Nessel on June 14, 2019. The email stated: 
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I have spoken with Raymond Howd, Department of Attorney General 

Health & Education Services Division Chief, on May 9th and June 3rd 

via phone, and via email on June 6th regarding the State Defendants’ 

brief in Gary B. v. Whitmer.  In considering Mr. Howd’s advice 

during these discussions, I would like to inform you of the position 

that I will be taking as a co-defendant, and my desires for legal 

representation as a member of the Michigan State Board of Education. 

  

It is my desire that the appellate record in this case reflect that my 

position is consistent with the legal position and arguments contained 

in the amicus brief you filed with the U. S. Court of Appeals for the 

Sixth Circuit on Friday, June 7, 2019.  I am confirming that I would 

like legal counsel, an Assistant Attorney General from a different 

division in the Department, to represent my legal interests in this 

matter.  

 

See Exhibit 1, emails. 

On June 28, 2019, the Deputy Solicitor General for the Michigan Attorney 

General filed a Motion for Leave to Amend their Brief on Appeal filed on May 24, 

2019, to reflect that Dr. Pugh did not join in the arguments raised in their Brief on 

Appeal, and to allow Dr. Pugh to seek her own counsel and proceed accordingly in 

this matter.  RE 152, page id 1-4, Appellant’s Motion for Leave to file Amended 

Appeal Brief.  This motion was granted and Appellee’s Amended Brief has now 

been filed. RE 153-2, page id 2, Order. RE 154, Amended appellee brief.  

Consistent with her understanding of her constitutional duties, Dr. Pugh 

issued statements on May 28 and June 28, 2019, indicating her position in the current 

proceedings.  They read in part: 

This case has caused me to reflect deeply upon my beliefs, my values, 

and the very reason that I decided to run for the office of the State Board 
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of Education; a role that the framers of our state constitution created to 

function distinct from that of the Governor and the state’s Executive 

Branch. . . . .Michigan ranks among the worst states in the nation for 

the educational performance of African American students.  While our 

children and educators are being labeled as failures, Michigan’s K-12 

public education has been built on a crumbling foundation of racism 

and historic segregationist practices; many of which were sanctioned 

by our very own state government.  There is no doubt that these 

practices, and the policy makers who were unwilling to determinedly 

address the inequitable effects of them, are ultimately responsible for 

the failure of our children, their parents, and their teachers/educators.   

Through decades of inequitable funding and disastrous education 

program experiments, there’s been a perpetuation of children of color 

being deprived of the basic and proven conditions necessary for them 

to learn. Classroom learning is thwarted without literacy. Essential to a 

decent education are an adequate number of well trained teachers, 

sufficient teaching resources, and school buildings that aren’t 

environmental health hazards.   

 

Dr. Pugh’s amicus brief specifically addresses the issues of Michigan school 

finance and its impact on the constitutionality of the education provided to the 

students of Detroit schools. Such a brief will not be repetitive of the many briefs 

already filed in this case, and will contribute to the Court’s analysis on the question 

of mootness regarding the state’s ongoing responsibility, as well as the overriding 

question of whether Michigan is providing an even minimum education to Detroit’s 

students to lift them out of illiteracy. 

 Amicus Curiae Pamela Pugh in her individual capacity has retained counsel 

which has prepared this brief on her behalf. 
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INTRODUCTION 

In its Brief on Appeal, Defendant State of Michigan argues that the case 

against it is mute, because the Detroit Public Schools are no longer under the direct 

control of the state through its appointed emergency manager. 

Without a doubt, the actions of state appointed emergency managers played a 

major role in leaving the Detroit Public Schools in the disastrous condition in which 

they currently find themselves, which necessitated the bringing of Plaintiffs’ lawsuit 

demanding a basic constitutional right to an education which at least provides a 

minimum of literacy. 

Even after the end of emergency management, however, the state continues 

to exercise a great deal of control over the education of Detroit’s youth. The state 

exercises control over the funding of the operation of Detroit schools and all schools 

in Michigan. This funding mechanism has left Detroit schools in their current crisis 

because it has cut back on at-risk funds for the poorest of Michigan’s children, who 

are a majority African American and concentrated in urban areas like Detroit. 

And it is state law and state agencies like the Michigan Strategic Fund that 

have developed and oversee the property tax breaks and tax captures which have 

particularly left the Detroit schools in a crisis situation. As described in Plaintiffs’ 

complaint, Detroit students are relegated at attempting to receive an education in 
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buildings desperately in need of repair, while these corporate tax breaks and captures 

have left the Detroit School District without the mechanism to fund these repairs. 

This brief attempts to give a brief overview of the question of Michigan school 

funding and how it has impacted education in the city of Detroit and the issue in this 

case, whether the Detroit Public Schools are offering an education that meets a 

minimum standard of providing the right to literacy. 

ARGUMENT 

Article VIII Section 8 of the Michigan constitution, which creates the State 

Board of Education and outlines its duties, states: 

Leadership and general supervision over all public education, including 

adult education and instructional programs in state institutions, except 

as to institutions of higher education granting baccalaureate degrees, is 

vested in a state board of education. It shall serve as the general 

planning and coordinating body for all public education, including 

higher education, and shall advise the legislature as to the financial 

requirements in connection therewith. 

 

I. BASICS OF MICHIGAN SCHOOL FUNDING 

 

In 1993, the Michigan state legislature approved PA 145 of 1993, effective at 

the beginning of 1994, which altered the method of public school funding in 

Michigan. Prior to this Act being enacted, local taxation accounted for 

approximately 69% of the state/local split, with state funding making up the other 

31%.  Subsequent to the passing of the new law, the state/local split changed to an 

approximate 80% state/20% local split. Exhibit 2, Basics of School Funding. 
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Revenues from the state sales tax which was increased from 4% to 6%, use 

tax, tobacco taxes, income tax, lottery, real estate transfer tax, industrial facilities 

tax, and casino taxes are earmarked for school funding.  There is also a state 

education tax funded by a 6 mill levy on the taxable value of property, residential 

(homestead) and commercial. Id. 

Localities also were mandated to levy an additional 18 mill property tax on 

the taxable value of non-homestead property.  The state deducts the collection of this 

18 mill property tax levy from the state payment of the foundation allowance 

guaranteed to all students in the intermediate district which levies this commercial 

property tax. Id. 

Under the law, there were three levels for basic student funding for school 

operating expenses assured by the state: a minimum foundation grant covering 405 

school districts, an intermediate level, and a higher level for approximately 59 hold 

harmless districts that had the highest per pupil funding prior to adoption of the 1993 

act. The approximately 59 school districts with a higher per pupil student funding 

amount prior to the enactment of the 1993 law continued to be allowed to levy 

additional property mills to maintain their higher per pupil funding level prior to the 

enactment of the law. Id.  
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II. DECLINES IN STATE FUNDING HAVE PARTICULARLY 

IMPACTED AT-RISK STUDENTS LIKE THOSE IN DETROIT 

 

This inequity in school funding for operations was somewhat evened out by 

schools at the lower end of the funding spectrum receiving a larger increase in their 

foundation grant between 1995 and 2000, and again in 2007-2008. However, due to 

state cuts in the foundation allowance since that time, and other diversions from the 

state school education fund, the basic foundation allowance for per pupil funding in 

Michigan schools has declined dramatically since 2003, with an inflation adjusted 

reduction of 25.6% between 2003 and 2017. Michigan ranks last among all 50 states 

in per-pupil revenue growth between 1995 and 2015. Michigan’s 2015 state 

education revenue was only 82% of the state’s 1995 revenue. Exhibit 3, Michigan 

School Finance at a Crossroads, pp. 26, 29-30 

Funding for at-risk students, whose definition includes students from low-

income families, has taken a particularly hard hit from the state. The state supports 

at-risk student funding through Section 31a earmarked funding. State Section 31a 

funding per at-risk student has plunged 60% since its peak in 2001. Id. p 28, 29. 

This affects Detroit students especially, as the City continues to experience one of 

highest poverty rates in the United States. 
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III. STATE ENACTED AND ADMINISTERED TAX BREAKS AND TAX 

CAPTURES FOR DEVELOPERS HAVE LEFT THE DETROIT 

PUBLIC SCHOOLS WITH $500 MILLION IN DESPERATELY 

NEEDED INFRASTRUCTURE REPAIRS, WITH NO ABILITY TO 

RAISE THE FUNDS TO PAY FOR THEM 

 

While the state assumed more direct control over the funding for school 

operations, the 1993 act did not provide for the raising of funds for maintaining or 

repairing school facilities and infrastructure. Funding and repair of school facilities 

and infrastructure is totally dependent on local property taxation, primarily to pay 

off bonds issued to fund improvements. Id., p 46.-49. 

As alleged in Plaintiffs’ complaint and acknowledged in the District Court’s 

opinion in this case, inadequate facilities prevent students from attaining their 

potential, and in the case of the City of Detroit are so deplorable as to prevent even 

a modicum of learning on many occasions. 

While local property taxation is the funding source for school facilities and 

infrastructure, the state has enacted legislation and approved projects pursuant to that 

legislation which diverts local property taxation from funding infrastructure for 

Detroit schools into the hands of billionaire developers like Dan Gilbert, the Ilitch 

family, Ford family, and others. This diversion of funds is done without consultation 

of the State Board of Education, despite its direct impact on the quality of school 

facilities particularly in the City of Detroit and similar African-American cities like 

Benton Harbor, Michigan. 
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An article in Crain’s Detroit Business dated May 26, 2019, points out that 

Detroit Public Schools has $500 billion in capital construction needs for dozens of 

aging buildings. The article cites Detroit Public Schools Superintendent Nikolai Vitti 

stating that unless DPS can raise these funds, the potential for improvement in the 

District has reached a ceiling. Exhibit 4, Crain’s article, May 26, 2019. It should 

be noted that to this date Detroit Public Schools still have toxic lead and copper in 

the water at most of its schools, as well as the numerous other disastrous building 

conditions outlined in Plaintiffs’ complaint. 

The Crain’s article documents how the Detroit Public Schools Community 

District lacks the ability to raise the funds needed for these capital funding repairs.  

The reason for this inability is that the district has an inadequate funding base in 

property tax revenues to service the $1.4 billion in capital bonds already owed by 

the school district. These bonds were taken out during the period when the Detroit 

Public Schools were under state control. The $152.6 million which DPS currently 

owes the State school loan fund, is to service that $1.4 billion bond debt. As a legacy 

of state control of Detroit public schools, DPSCD has no capacity to issue bonds for 

desperately needed capital construction until the existing $1.4 billion debt is paid 

off. Id. 

The Crain’s article notes how Detroit district debt problems are a “hangover” 

from the last recession, as a result of which the city’s property tax base fell from $10 
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billion in 2010 to $6 billion in 2018. Despite Detroit being hailed as a comeback 

city, with large-scale commercial development and a recent resurgence in residential 

property values, the Detroit school district’s taxable base from which to raise funds 

for infrastructure has even fallen lower today, to $5.6 billion.  

Detroit Public Schools CFO Jeremy Vidito stated the reason that Detroit 

schools are not benefitting from the rash of new developments in the City: “The 

taxable value of property of property was even lower, at $5.6 billion, because of tax 

abatements of commercial and industrial property as well as the Downtown 

Development Authority’s capture of downtown property tax revenue that’s 

helping pay of the public financing on Little Caesar’s Arena.” [Emphasis added.] 

Id. 

In recent years, in accordance with the Brownfield Redevelopment Financing 

Act, MCL 125.2651 et. seq., the Michigan Economic Development Corporation is 

empowered to create Brownfield Redevelopment Areas subject to approval of the 

Michigan Strategic Fund. A Brownfield Redevelopment Area provides for the 

developer, or a development authority working in conjunction with the developer, 

to capture or appropriate the increase in property taxes resulting from the increase 

in property values because of the development. This is known as tax increment 

financing. The Brownfield act also allows for the capture by the developer, or an 

authority working with the development, of the income taxes paid by workers on the 
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construction of the development, sales taxes generated by the development, and 50% 

of income taxes paid by workers for employers who move into the Brownfield 

Development Area. 

A report issued by Patrick Morris, Legislative Analyst for the Michigan House 

Fiscal Agency, gives an excellent explanation of how tax captures work in a report 

called “Brownfield Redevelopment Financing and Tax Increment Legislation and 

Use.” Page 16 of the report cites to a legislative report by the Michigan Strategic 

Fund stating there were 295 Brownfield Redevelopment Areas in Michigan, and of 

that number 125 collected or reimbursed tax increment funding for the 2015 tax year, 

with the bulk of them in Wayne County, where Detroit is located.  Exhibit 5, 

legislative report, attached. 

Since 2015, large-scale Brownfield Redevelopment Areas have been 

approved for the Hudson’s project and Little Caesar’s Arena in downtown Detroit. 

The Transformation Brownfield Plan for the Hudson’s Block, Monroe Block, One 

Campus Martius and Book Buildings in downtown Detroit, include, just from tax 

increment funding related to property taxes, $145,907,929 in school operating tax 

revenues and $89,188,288 for school debt to be captured by the Downtown 

Development Authority.  Exhibit 6, Hudson Brownfield plan, attached. 

An article in Crain’s Detroit Business dated May 23, 2017, noted that public 

funding accounted for $324.1 million of the $863 million in cost to build the new 
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Little Caesar’s Arena in downtown Detroit. The bonds being issued to cover the 

public financing are to be paid off by the tax capture of property taxes, funds that 

otherwise would be available to fund Detroit Public Schools infrastructure repairs.  

Exhibit 7, Crain’s article of May 23, 2017, attached. 

Benton Harbor, which like Detroit is a predominantly African-American city, 

also cannot afford to pay the debt service owed by the school district and continues 

to face the potential closing of its high school because of it. The Benton Harbor 

School District was deprived of needed tax revenue to pay that debt by the creation 

of a tax increment authority in connection with the Harbor Shores Development, 

which is slated to capture $125 million in sorely needed property tax revenue which 

could be used for the school district. Exhibit 8, attached. 

In the report “Michigan Finance at the Crossroads,” the authors discuss the 

impact of the state relying on local property taxation for the repair and building of 

public school facilities, while at the same time, through the Michigan Strategic Fund, 

depleting the property taxes available to African-American districts like Detroit. 

They state: 

One can learn a great deal about a community by walking through a 

school building. These places in which children and educators spend a 

great deal of time influence how people interact and feel. The setting 

can feel comfortable and uplifting or drab and depressing. Some 

schools announce opportunity and promise—with atrium ceilings, 

Carnegie Hall auditoriums, Olympic swimming pools, spectacular 

athletic training and performance facilities, welcoming spaces for 

interaction, attractive grounds, and more. Other schools tell 
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children that adults don’t care much about their comfort and 

opportunities. 

 

See Exhibit 3, pp 46, 47. 

 

Nowhere is that statement more relevant than in the City of Detroit, where the 

deplorable conditions of the public schools and the district’s inability under current 

state law to raise the funds necessary to repair them announce to children, already at 

a disadvantage with many coming out of impoverished homes, that their education 

is a low priority. Instead, the state is diverting to the pockets of billionaire developers 

the very taxes that could be used to lift the conditions in Detroit schools to 

institutions fit for learning, or at least to meet a minimal level of educational value 

in order to guarantee the right to literacy. 

CONCLUSION 

 Any discussion of the conditions of Detroit’s schools, and whether or not they 

provide a basic level of education so as to at least meet a constitutional standard of 

achieving literacy, must include an examination of the funding of the schools, and 

how state policy has impacted that funding. Amicus Curiae Pamela Pugh hopes that 

this brief will contribute to that discussion. 
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Respectfully submitted, 

    

  /s/ Jerome D. Goldberg   

Jerome D. Goldberg (P61678) 

Jerome D. Goldberg, PLLC 

Attorney for Amicus Curiae Pamela Pugh 

2727 Second Avenue, Suite 111 

Detroit, MI  48207 

Phone (313) 393-6001 

Email apclawyer@sbcglobal.net  

 

  /s/ Benjamin L. Crump   

Benjamin L. Crump 

Ben Crump Law, PLLC  

Attorney for Amicus Curiae Pamela Pugh 

122 South Calhoun Street 

Tallahassee, FL 32301 

(850) 224-2020 

    

/s/ Vanessa G. Fluker   

Vanessa G. Fluker (P64870) 

VANESSA G. FLUKER, ESQ., PLLC 

Attorney for Amicus Curiae  

  Pamela Pugh 

2727 Second Avenue, Suite 111 

Detroit, MI 48201 

(313) 393-6005   

Email vgflawyer@sbcglobal.net 

 

DATE: July 19, 2019 
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Federal Rules of Appellate Procedure governing type-volume limit, typeface 

requirements and type style requirements in that it contains fewer than 6,500 words 

and is prepared in 14-point Times New Roman font.   

 /s/ Jerome D. Goldberg   

Jerome D. Goldberg (P61678) 

 

 

CERTIFICATE OF SERVICE 

 

 The undersigned certifies that he caused a copy of the foregoing document to 
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Local Taxation
State Funding
Federal Funding

School Finance
How are Local School Districts Financed?  

Three Primary Sources
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The first part of the presentation will
discuss pre-Proposal A, Proposal A, and
post-Proposal A taxation rates and how
the State finances the K-12 system in
general.

Part I
How the State Raises Revenues for Schools
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Prior to Proposal A, schools were financed primarily through local
property taxes.  In fact, in 1993-94, home and business owners were
paying on average 33 operational mills assessed on the State
Equalized Value (50% of market value) of their properties.  At that time,
local taxation accounted for roughly 69% of the State/local split of
school finance, with State funding making up the other 31%.

BEFORE Proposal A
Local Taxation Plays a Large Role

$2.6 billion

$5.9 billion

State/Local Funding Mix

State Local

The School Aid Fund at that time consisted of:
Sales Tax: 60% of proceeds at 4% rate;
Cigarette Tax: 2 cents of 25 cents/pack tax;
Lottery: Net Revenue;
Industrial and Commerical Facilities Tax: Paid
to the SAF for properties of “in-formula” districts;
Commerical Forest Tax: same as above;
Liquor Excise Tax: Revenue from 4% excise tax.
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In July of 1993, the Legislature approved, and the
Governor signed into law, P.A. 145 of 1993.
This law exempted all real and personal property
taxes for school operating purposes beginning in
1994.
This law eliminated approximately 64% or $6.4
billion of $10.0 billion of total K-12 school funding
beginning in FY 1994-95.
The Legislature had approximately five months to
create a new funding structure.

What Spurred Proposal A?
Public Act 145 of 1993
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Sales Tax Increased from 4% to 6%, with 100% of the
Revenue from the Additional 2% Dedicated to the School
Aid Fund (SAF);
Use Tax - All Revenue from the 2% Increase --SAF;
State Education Tax Assessed on the Taxable Value of all
Property at 6 mills;
New Real Estate Transfer Tax - 0.75% applied to the
selling price of the property;
Cigarette Tax - increased from 25 to 75 cents per pack,
with 63.4% of the increase dedicated to the School Aid
Fund.  (August 1, 2002 saw a 50 cent increase, 20 cents of
which was dedicated to the SAF.  This tax increased again
on July 1, 2004, to $2.00/pack; none of the 75 cent
increase was dedicated to the School Aid Fund.)

PROPOSAL A
How Did the Method of Financing Schools Change?

1. State School Aid Fund
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Fund Source (in Millions) FY 2018-19 Estimate

Sales Tax $6,201.6
Use Tax $572.6
Tobacco Taxes $346.1
State Education Tax (6 mills) $2,085.4
Real Estate Transfer Tax $352.9
Industrial Facilities Tax $37.5
Income Tax $2,813.0
Lottery $942.0
Casino Tax $115.0
Other $84.4

Total (in Millions) $13,550.5

School Aid Fund Earmarked Taxes and Lottery
January 2019

Consensus Revenue Estimating Conference
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In general, local taxation for operations (not including
debt/capital or sinking fund) is capped at 18 mills levied on
the taxable value of non-homestead property, with no
operational mills levied on homesteads (there is an
exception for “hold-harmless” districts);

Homesteads: Taxpayer’s primary residence, including noncommercial
agrilcultural property.
Non-homesteads: All other property such as business, rental property,
vacation homes, and commercial agriculture.

Also, taxable value increases are capped at the lesser of the
rate of inflation or 5%.  SEV continues to grow uncapped, and
taxable value=SEV when a property transfers ownership.

PROPOSAL A
How Did the Method of Financing Schools Change?

2.  Local Taxation
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After the passage of Proposal A in March 1994 by the voters of
Michigan (69% Yes, 31% No), average operational mills decreased to 6
mills levied on homeowners by the State for the State Education Tax
(SET), and 24 mills for non-homesteads (6 mills for the SET, 18 mills
levied by schools).  This reduction in property taxes, and increase in
State revenues for schools, changed the State/local funding mix to
approximate an 80%/20% split.

AFTER Proposal A
How Did Local Taxation Change?

$7.7 billion

$1.8 billion

State/Local Funding Mix

State Local
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School district voters still must approve the mills assessed on
non-homesteads, and are required to renew these mills over
time.  School districts also may ask voters for approval to levy
mills for debt (i.e., capital outlay to build or renovate facilities),
sinking funds (i.e., purchase of land for future building
projects), and to enhance funding for operations on an
Intermediate School District-wide basis only (up to 3
“enhancement” mills).
(Six of 56 ISDs are levying an enhancement millage for
operations: Monroe at 0.9866 mill, Kalamazoo and Midland at
1.5 mills each, Muskegon at 1.0 mill, Kent at 0.9 mill, and
Wayne at 2.0 mills.)

AFTER Proposal A
Local Taxation Can and Does Still Occur
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Now that we’ve covered how State funding of schools has
changed with Proposal A, we will turn to a discussion of
funding at the district level.

Part II
Funding at the School District Level
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Prior to Proposal A, schools received local property
tax revenue as determined by voters, plus State aid. 
If districts were “in-formula”, they received State
funds so that they were guaranteed a dollar amount
for each mill levied.  There were 381 “in-formula” and
177 “out-of-formula” districts.  Districts also received
categorical aid for specific expenditures, such as
School Readiness and Special Education.  

Financing for Schools
Before Proposal A: Guaranteed Mill Amount
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After Proposal A, school funding was tied to each pupil
counted in a district’s membership.  Districts receive a
foundation allowance, which is a per-pupil funding amount
initially determined in 1994-95 based on what the district was
receiving on a per-pupil basis in 1993-94.  A minimum level of
funding was established ($4,200), a target level (the “basic”)
was determined ($5,000), and a “cutoff” point for State Aid
was set ($6,500), with dollars above that point raised from
local mills.

Financing for Schools
After Proposal A: the Foundation Allowance Concept
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Munising Public Schools
1994-95 Foundation $4,200
1994 Non-homestead T.V. $45,545,273
1994-95 Pupils 1,107.34
18 Mills (Per-Pupil Basis) $740
State Aid (Per-Pupil Basis) $3,460
Hold-Harmless Millage Rev. If Nec. $0

Central Lake Schools
1994-95 Foundation $5,961
1994 Non-homestead T.V. $62,930,152
1994-95 Pupils 504.4
18 Mills (Per-Pupil Basis) $3,715
State Aid (Per-Pupil Basis) $2,246
Hold-Harmless Millage Rev. If Nec. $0

New Buffalo Schools
1994-95 Foundation $8,527
1994 Non-homestead T.V. $203,811,384
1994-95 Pupils 651.24
18 Mills (Per-Pupil Basis) $5,633
State Aid (Per-Pupil Basis) $867
Hold-Harmless Millage Rev. If Nec. $2,527
Hold-Harmless Mills Levied 12

Each district must levy 18
mills on non-homesteads.
Local revenue from 18 mills
is calculated at the State
level on a per-pupil basis.
State deducts the per-pupil
local revenue from the lesser
of the foundation allowance
or hold-harmless
“guaranteed” per-pupil
amount.
Districts above the hold-
harmless cap are allowed by
law to levy additional mills
(with voter approval) to
achieve their prescribed
foundation allowance.

State/Local Funding of Foundation Allowance
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40

267

1

195

52

Numbers of Districts by 1994-95 Foundation Allowance Grouping

Minimum Min to Basic Basic
Basic to H.H. Above H.H. Cap

Minimum $4,200 40
Min to Basic $4,200-$5,000 267
Basic $5,000 1
Basic to H.H. $5,000-$6,500 195
Above H.H. Cap Above $6,500 52

1994-95 Foundation Allowances
Five Groupings of Districts’ Per-Pupil Funding

      Case: 18-1855     Document: 157-3     Filed: 07/19/2019     Page: 44



Fiscal Year Dollar Increase
1994-1995 n/a
1995-1996 153
1996-1997 155
1997-1998 154
1998-1999 0
1999-2000 238
2000-2001 300
2001-2002 300
2002-2003* 200
2003-2004* 0
2004-2005 0
2005-2006 175
2006-2007 210
2007-2008 48
2008-2009 56
2009-2010** 0
2010-2011** 0
2011-2012 -470
2012-2013 0
2013-2014 30
2014-2015 50
2015-2016 70
2016-17 60
2017-18 60
2018-19 120

Basic Foundation AllowanceThe amount of available State funding
determines the increase in the BASIC
foundation allowance. 
Every district at or above the BASIC
foundation gets the same dollar increase
as is given to the Basic.
Between ‘95 and ‘00, districts at the
minimum foundation got TWICE the dollar
increase of the Basic Foundation grant, in
order to partially close the funding gap. 
Between ‘01 and ‘07, all districts received
the same dollar increase per pupil.  The
“2x” formula was reinstated in FY 2007-08
and the basic was increased to the hold
harmless/”State max” level of funding.
**In FY 2009-10, districts’ State aid
payments were reduced $154 per pupil,
and in FY 2010-11, they were reduced
$170 per pupil (when compared to FY ‘09
funding levels).  However, these
reductions did NOT statutorily roll back
foundation allowances, until FY 2011-12
with an additional $300 cut on top of the
previous $170, for a total decline of $470.

Dollar Increases in the Basic Foundation Grant

*Proration of approximately $74 per pupil occurred in each of these years,
which statutorily did not reduce the foundation allowance.   Districts were
allowed to choose how to absorb the cut.  Funding was restored in 2004-2005.
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Fiscal Year
2009

2010
2011

2012
2013

2014
2015

2016
2017

2018
2019

6,000

7,000

8,000

9,000

10,000

11,000

12,000

13,000

Minimum Basic/Hold Harmless
Maximum

Minimum 7,316 7,316 7,316 6,846 6,966 7,076 7,251 7,391 7,511 7,631 7,871
Basic/Hold > 8,489 8,489 8,489 8,019 8,019 8,049 8,099 8,169 8,229 8,289 8,409
Maximum 12,443 12,324 12,324 11,854 11,854 11,884 11,934 12,004 12,064 12,124 12,244

Change in Foundation Allowance Over Time
FY 2008-09 through FY 2018-19
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405

73

63

Numbers of Local Districts by 2018-19 Foundation Allowance Groupings

At Minimum
Btw. Minimum and Basic/H.H. Cap
At or Above Basic/Hold Harmless Cap

At Minimum $7,871 405
Btw. Minimum and Basic/H.H. Cap $7,872-$8,408 73
At or Above Basic/Hold Harmless Cap At or Above $8,409 63

2018-19 Foundation Allowances
Three Groupings of Local Districts’ Per-Pupil Funding 

(excludes Charter Schools)
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Charter Schools in Michigan are paid entirely with State funds.
Charters do not have physical property boundaries and therefore
do not levy mills for a local revenue collection.  A charter school
receives a foundation allowance equal to $7,871 for FY 2018-19.  

Charter Schools are not allowed to ask for debt millage in
Michigan, and must finance capital projects out of operating
revenues.

In FY 2018-19, there were 297 operating charter schools, with
pupil memberships totaling more than 147,000, or 10% of the
total students enrolled in Michigan schools on a full-time basis. 

Charter Schools
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First and foremost, Proposal A was designed to lower
Property Taxes - we now have higher sales, use, and
cigarette taxes, and a new real estate transfer tax to offset
lower property taxes.
Annual growth in local taxable value is capped at the lower
of the rate of inflation, or 5%.
Second, Proposal A raised the lowest per-pupil districts to a
“basic” level of funding.
Third, Proposal A tied funding to a per-pupil concept, rather
than the Property Tax basis.

Part III Summary: How has School Finance
Changed with Proposal A?
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Districts above the Hold Harmless cap generally have not received inflationary
increases and, though “wealthier” on a per-pupil basis, typically have smaller fund
balances.  Section 20j operational funding was vetoed in FY 2009-10, further
exacerbating the issue. ‘Out-of-formula’ districts (those whose local revenue
exceeds their foundation allowance) receive no State increases.
Declining Enrollment districts: since funding is tied to pupils, what happens to a
district with a shrinking pupil base?  There is a minimum level of funding
necessary to operate district and pupil counts are not known until October.  
Fiscal year of State doesn’t align with districts’ fiscal years, leading to cash flow
borrowing costs.  State begins paying in October, but school year begins in July.  
Inequities in taxable values of similar homes, dependent on when last sold (i.e.,
longer in same house, lower taxes).  This is the so-called “pop-up” issue.  Empty
nesters sometimes now stay in the home.
Probable future discussions - consolidation, class sizes, busing, sales tax
stability, sinking fund uses.
Continued use of School Aid Fund Revenue to Partially support Postsecondary
Budgets (higher education and community colleges)?  More than $908 million for
FY 2018-19.
MPSERS - Rate cap, assumed rates of return, new hybrid’s implementation.

Part IV
Now and the Future: Some Recurring Questions in School Finance

      Case: 18-1855     Document: 157-3     Filed: 07/19/2019     Page: 50



9,460,000,000

1,745,943,500

985,296,100

1,258,439,000

528,207,300

171,905,100

436,322,800

258,475,000

FY 2018-19 School Aid Budget

Foundation Payments
Federal Grants
State Special Education
MPSERS/Retirement State Costs
At-Risk Funding
Debt Service/Cash Flow Costs
Other
Early Childhood Funding

For enacted FY 2018-19, the total K-
12 budget is $14.8 billion of which
$1.7 billion is Federal aid, and the
remaining $13.0 billion is State
funding.  (Local revenues are not
included here.)
Foundation Allowance payments
make up roughly 64% of the K-12
budget.  Federal grants are 12%,
State Special Education is 7%, State
MPSERS costs are 9%, At-Risk
funding makes up 4%, Early
Childhood makes up 2%, and other
items account for the remainder of
the budget.
In 2018-19, there will be an estimated
1,323,700 FTEs in 541 Local School
Districts and 146,700 FTEs in just
under 300 Charter Schools. 

Facts and Figures
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EXHIBIT 8 
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