Refinement of the Enhancement Millage (Section 380.705 of the School Code)
by Glenn L. Nelson  gnelson@umich.edu July 12,2013

Objective: Make the enhancement millage a more effective vehicle for increasing investment
in preK-12 education by enhancing choice while continuing to hold true to equity principles.

Proposal: Allow local school districts to pass an enhancement millage of no more than 3
mills with the constraint that no school would receive net revenue per student exceeding the
amount consistent with average property wealth in the intermediate school district (ISD).

Specific Provisions of Implementation:

1. Adoption: A district could levy an enhancement millage upon its recommendation by
a majority of the Board of Education and its passage by a majority of voters.

2. Disposition of Revenue: The revenue generated by the adopting districts within an
ISD would be pooled. With some exceptions, every public school (including charters)
serving students residing in an adopting district would receive a proportion of the
funds equal to its proportion of FTE students residing in the pooled districts and
enrolled in a public school - and adjusted for relative enhancement millage tax rates.
The exception is that a district would never experience a drop in its per pupil funding
because a less wealthy district subsequently joined the pool.

3. Equity Adjustment: The State would monitor the revenue from the enhancement
millage in each district. It would identify those districts, if any, whose revenue per
student from the enhancement millage exceeds the amount that would be received if
every district in the ISD passed an enhancement millage equal to that of the district.
The State would reduce its state aid per student to the district/academy by the
amount the revenues from the enhancement millage exceeded this equitable amount.

4. Use of Savings to the State School Aid Fund (SAF): As noted in 3), the demands on the
SAF might be lessened by adoption of this proposal. The State would first use savings
to enable all districts in the state adopting an enhancement millage to attain in so far
as possible the amount that would be received if every district in the ISD had passed a
millage equal to that of the district. The State would give priority to supplementing
the revenue dedicated to students residing in districts with the largest gaps between
district and ISD-average revenue. If savings remain after enabling all adopting
districts to reach their equitable level, these savings to the SAF would be available for
any use authorized for the SAF.

Primary Consequences:

1. Modifies the enhancement millage so it becomes a more viable policy option for
enabling greater investments in education because a district can pass it and because
all public school students in the district benefit. The current enhancement millage
requires a vote at the ISD level and excludes all students in charter schools and
excludes those students in the adopting district who choose other school districts.

2. Retains the commitment to equity, that is, every district within an ISD that passes an
enhancement millage of the same rate receives the same revenue per student -
without regard to differences in property wealth per student.

3. May decrease demands on the SAF and will never draw upon current SAF funds.

Please see the next section for the necessary changes in the law.



DRAFT CHANGES TO THE REVISED SCHOOL CODE (EXCERPT)
Act 451 of 1976

Author’s Note: I am not an expert on drafting legislation. I apologize in advance for errors of
structure, format, and imprecision. I welcome comments and suggestions on the substance and
presentation.

Format: Black ink represents text in the current law that is retained. Text in red-ink-with-a
strikethrough is deleted. Text in green is new.

380.705 Regional District enhancement property tax levied by intermediate local school district;
resolution-submitting-question-to-voters; election; calculation and payment of revenue; term and
renewal of tax; presentment of tax to electors as separate question; calculation and payment of

enhancement levy; calculation of equity adjustment and reduction of state aid; use of savings to
the School Aid Fund.

Sec. 705. (1) Beginning in 1997 2013, and in each year after 1997 2013, a regional district
enhancement property tax may be levied by an intermediate local school district at a rate not to
exceed 3 mills to enhance other state and local funding for local public school distriet operations
if approved by a majorlty of the rntermeératelocal dlstrlct school electors Votrng on the questron.

: met: The propos1t10n of
levylng a drstrrct enhancement property tax shall be submrtted to the school electors of the
school district at a regular or special school election.

(3) Not later than 10 days after receipt by the intermediatesehoeoldistriet local tax collecting
unit(s) of the revenue from the regional district enhancement property tax of all local education
agencies within the same intermediate school district, the local tax collecting unit(s) the
intermediate-sehooel-distriet shall calculate and pay to each local education agency and public
school academy enrolling at least 1.0 FTE student residing in the district(s) levying the
enhancement property tax ef—rts—eenstrt&ent—sehoel—drstﬂets an amount of the revenue calculated
according to the following by-div : !




(a) The local education agency of residence of students and the school of enrollment shall be
determined by the most recent annual data file maintained by the Michigan Department of
Education.

(b) The funding per FTE student of students residing in a local education agency shall not
decline in the current year due solely to another local education agency adopting for the first time
a new or increased local district enhancement property tax in the current year. This provision
does not protect these students from decreases due to other causes, for example, a decline in
taxable property per resident student. The funds available to fulfill the following provisions are
the residual after this provision is satisfied.

(c) The “FTE student count” in each intermediate school district is defined as the sum of all
students 1) residing in local education agencies that have adopted a district enhancement property
tax and ii) enrolling in a public school; less the quantity of these FTE students enrolled in a local
education agency or public school academy that contains less than 1.0 FTE from this group of
students.

(d) For purposes of only Section 705 the FTE student enrollment allocated by the Michigan
Department of Education to the intermediate school district shall be included in the FTE
enrollment of the local educational agency in which the students reside.

(e) The funding per FTE student for students in the FTE student count residing in different
local education agencies shall be proportional to the district enhancement property tax rate of the
different local educational agencies.

(f) The total revenue from the district enhancement property tax shall be distributed among the
local education agencies and public school academies enrolling at least 1.0 FTE student from the
“FTE student count” defined in part (c).

(4) Regional District enhancement property tax under this section may be levied for a term not
to exceed 20 years, as specified in the ballot question, and may be renewed for the same term
with the approval of a majority of the intermediate local school district electors voting on the
question.

(5) The question of levying a regional district enhancement property tax under this section
shall be presented to the intermediate local school district electors as a separate question.

(6) A local educational agency that levies a district enhancement property tax shall charge an
“enhancement fee” to enrolled students residing in other local educational agencies. The
enhancement fee is calculated as follows.

(a) The enhancement fee is zero if the entering student resides in a local educational agency
that levies a district enhancement property tax at a rate no less than the rate of the local education
agency where the student is enrolled.

(b) For others subject to the enhancement fee the fee per FTE student is calculated as (i) the
revenue per resident FTE student from the district enhancement millage received by the local
education agency in which the student is enrolled, (ii) plus the revenue per resident FTE student
from the district enhancement millage received by the local education agency in which the
student resides, (iii) minus the equity adjustment (defined below) per resident FTE student in the
local education agency in which the student is enrolled, and (iv) minus the equity adjustment
(defined below) per resident FTE student in the local education agency in which the student



resides.

(7) The Michigan Department of Education shall calculate an “equity adjustment” for each
local education agency levying a district enhancement millage and reduce state aid payments
based on the following.

(a) “Equitable revenue” is calculated for each local education agency levying a district
enhancement millage as the revenue per resident student the local education agency would
receive if all local education agencies in the intermediate school district containing the local
education agency levied a district enhancement millage at the same tax rate as that of the local
education agency whose equitable revenue is being calculated. This result for “equitable
revenue” shall apply to all students residing within the local education agency.

(b) The equity adjustment is zero for the resident students of all local education agencies whose
revenue per resident FTE student from the district enhancement property tax is no greater than
equitable revenue. The State shall not reduce state aid payments associated with these students
for reasons based on levying of a district enhancement property tax.

(c) The equity adjustment per FTE student for other students residing in a local educational
agency with a district enhancement property tax shall equal the revenue per resident FTE student
from the district enhancement property tax minus equitable revenue.

(d) The State shall reduce the state aid for each FTE student in a local education agency or
public school academy by the amount of the equity adjustment per FTE student.

(8) The savings to the School Aid Fund as a result of equity adjustments shall be used as
follows.

(a) The first use of available funds shall be to fund students residing in local educational
agencies that are levying a district enhancement property tax and whose funding per FTE student
is less than equitable revenue. These shall be called “eligible students.” The available funds
shall be distributed among eligible students in a manner that minimizes the maximum dollar
difference between the funding level from the enhancement property tax, taking into account all
sources, and equitable revenue for the eligible student with the greatest difference after available
funds are allocated. The use of funds for this purpose will continue until all available funds are
exhausted or until all eligible students have funding from the enhancement property tax, taking
into account all sources, equal to equitable revenue.

(b) The second use of available funds shall be to deposit them in the School Aid Fund without
restriction as to their use.

Note on the Details of Implementation

Please see the following section for examples that illustrate in detail the workings of the
proposed refinement of the enhancement millage.



[llustrative Examples of the Detailed Implementation of the
Proposed Refinement of the Enhancement Millage

Introduction

The following examples are set in the context of the districts within the Washtenaw
Intermediate School District (WISD). The total value of taxable property in tax year 2011
within the WISD was $13,894 million. The number of students living in WISD and enrolled
anywhere in a public K-12 school in 2011-12 totaled about 46,700 FTE students. A one-
mill enhancement millage adopted by all districts would generate total revenue of $13.894
million, which would equal $298 per FTE.

The following examples illustrate the implementation of the proposed refinement of the

enhancement millage. The examples assume the conditions of tax year 2011 and academic
year 2011-12 apply when the enhancement millages are adopted.

The Case of a Relatively Wealthy District In the Lead: Series 1 of the Examples

Ex. 1.1: Assume the residents of the Ann Arbor School District (“Ann Arbor”) alone pass a
one mill enhancement millage. Ann Arbor had taxable value of $7,408 million in tax year
2011 so a one mill tax would generate $7.408 million per year. The number of students
living in the Ann Arbor district who are enrolled in a public school was 17,815 so the new
levy would generate $416 per student.

The equity adjustment of the proposed refinement of the enhancement millage dictates the
State monitors the revenues from the enhancement millage to assess the need for an equity
adjustment. The State would note that if all ten districts passed a one mill levy, the
resulting revenue per student would be $298 per year. The State would deduct $118 per
FTE student with an Ann Arbor district residence from his or her state aid payment, for a
total deduction of $2.102 million.

The Ann Arbor Public Schools (AAPS) would experience the following flows. AAPS would
receive revenue directly from the enhancement millage of $6.859 million ($416 per FTE
times 16,488 FTE; the FTE includes those AAPS students receiving services from WISD).
An enhancement fee of $298 per FTE student on the 291 students attending AAPS and not
residing within AAPS boundaries would yield $87,000. State aid would decrease by $1.946
million due to the equity adjustment (16,488 FTE times $118 per FTE). Summarizing,
AAPS revenue from the enhancement millage and the associated enhancement fee would
increase by $6.946 million and state aid would decrease by $1.946 million for a net
increase of $5.000 million.

The students living in the Ann Arbor district and not enrolled in AAPS and enrolled in a
public school would also receive an enhancement millage allocation of $416 per FTE that
would travel with them to the schools they attend. The state aid to these schools would



decline by $118 for each student due to the equity adjustment. The following schools

would receive these funds.

Category/Location of School Student Financial Flows ($1,000)
FTE | Enh Millage State Aid | Net Change

Traditional Public Districts

In WISD 206 + 86 - 24 +61

Not in WISD 25 +10 -3 +7
Charter Schools

Within AAPS boundary 663 +276 -78 + 198

Within WISD but not AAPS 397 + 165 -47 +118

Outside of WISD 36 +15 -4 +11
Totals 1,327 + 552 - 157 + 395

Rounding may cause totals to differ slightly from the sum of the detail.

As mentioned above, the Michigan School Aid Fund (SAF) would realize savings of $2.102
million. If no other district had passed an enhancement millage and was short of funds, the
funds would be available for the usual purposes of the SAF. On average, funding per
student from the SAF would increase by $1.37 for all students in the state because Ann
Arbor voters approved the millage (assumes 1.537 million students, that is, the number

estimated for FY 2013).

Policy Consequence 1: Students in public schools who live in districts that pass an
enhancement millage and that have property wealth per student exceeding the
average would receive added funding subject to a state equity adjustment. The
adjustment would offset the above-average increment in revenue per student. The
above-average portion would be a saving to the SAF and would increase the support

of education elsewhere.

Ex. 1.2: Assume Ann Arbor passes a one mill levy as described above in Ex 1.1. Now add
the assumption that the consolidation of Ypsilanti and Willow Run Districts has occurred
and that voters in the new district (“Ypsilanti/Willow Run”) pass a one mill levy. We might
reasonably surmise the voters are influenced by the knowledge the students living in
Ypsilanti/Willow Run and attending a public school anywhere will realize increased
funding based on the shared tax base of WISD while their property tax base per student is
below the WISD average. The following describes the flows of funds.

Ypsilanti/Willow Run had taxable value of $1,185 million so a one mill tax would generate
$1.185 million per year. Ypsilanti/Willow Run was the residence of 7,364 students who
attended public schools so the new levy would generate $161 per student per year.

However, the “disposition of revenue” provision of the new enhancement millage dictates
Ann Arbor and Ypsilanti pool their enhancement millage revenues and receive an equal




amount per public school FTE student residing in either district. Ann Arbor and
Ypsilanti/Willow Run jointly produce enhancement revenues of $8.592 million. Their total
student count is 25,179. Each student in a public school would bring $341 from the
enhancement millage with him or her.

As described in detail in Ex 1.1, the State would recognize it would need to implement an
equity adjustment. The State would deduct $43 per student from the state aid payment
associated with students receiving enhancement millage funding ($341 minus $298).

The following would be the financial flows to the Ann Arbor and Ypsilanti/Willow Run
districts and to the SAF. AAPS would receive $5.622 million directly from the revenues of
the enhancement millage (16,488 students times $341). The district would receive
$51,000 from the enhancement millage carried with the 150 FTE students who come from
Ypsilanti/Willow Run; these students would be exempt from the enhancement fee because
the residents of their district are also paying the enhancement millage levy. AAPS would
receive $42,000 in enhancement fees from those 141 FTE students entering the district
from districts that do not levy the enhancement millage (141 FTE times $298 per FTE).
The State would reduce the state aid payment to AAPS by $715,000 as an equity
adjustment (16,638 FTE students times $43 per FTE). Summarizing, AAPS would
experience increased revenues of $5.715 million and decreased state aid of $0.715 million
for a net increase of $5.000 million.

Ypsilanti/Willow Run would receive $1.642 million directly from the revenues of the
enhancement millage (4,816 FTE times $341 per FTE). The district would receive $28,000
from the enhancement millage carried with the 81 FTE students who come from AAPS and
who would be exempt from the enhancement fee. Ypsilanti/Willow Run would receive
$146,000 in enhancement fees from those 490 students entering the district from districts
that do not levy the enhancement millage (490 FTE times $298 per FTE). The State would
reduce the state aid payment to Ypsilanti/Willow Run by $211,000 as an equity adjustment
(4,897 FTE students times $43 per FTE). Summarizing, the district would experience
increased revenues of $1.816 million and decreased state aid of $0.211 million for a net
increase of $1.605 million.

The students living in the Ann Arbor and Ypsilanti/Willow Run districts and not enrolled in
either district and enrolled in a public school would also receive an enhancement millage
allocation of $341 per FTE that would travel with them to the schools they attend. The
state aid to these schools would decline by $43 for each student due to the equity
adjustment. The following schools would receive these funds.



Category/Location of School Student Financial Flows ($1,000)
FTE | Enh Millage State Aid | Net Change
Traditional Public Districts
In WISD 498 +170 -21 + 148
Not in WISD 242 + 83 -10 +72
Charter Schools
Within AAPS boundary 1,330 + 454 -57 + 396
Within WR/Ypsi boundary 1,021 + 348 -44 + 304
In WISD & not AAPS/WR/Yp 301 +103 -13 +90
Outside of WISD 250 + 85 -11 +75
Totals 3,642 +1,242 - 157 + 1,085

Rounding may cause totals to differ slightly from the sum of the detail.

The Michigan School Aid Fund (SAF) would realize savings of $1.083 million (25,179 FTE
times $43 per FTE). If no other district had passed an enhancement millage and was short
of funds, the funds would be available for the usual purposes of the SAF. On average,
funding per student from the SAF would increase by $0.70 for all students in the state
because Ann Arbor and Ypsilanti/Willow Run voters approved the millage (assumes 1.537
million students, that is, the number estimated for FY 2013).

Policy Consequence 2: Students residing in the Ann Arbor and Ypsilanti/Willow Run
districts would receive exactly the same increment in funding per student as a result
of approving the same increment in taxes despite markedly different tax bases per
student in the two districts. The refinement of the enhancement millage facilitates
both local control and equity.

Ex. 1.3: Districts could propose and pass any levy within the 3 mill limit. Districts would
typically pass levies that would not be equal to the levy of other districts within the same
ISD or RESA. This example illustrates the case of different levies.

Once again we assume Ann Arbor passes a one mill levy. In this example we assume
Ypsilanti/Willow Run passes a 1.5 mill levy. Ypsilanti/Willow Run would generate $1.777
million in additional tax revenue per year that would equate to $241 per resident FTE
student choosing a public school.

Total revenue from the enhancement millages would be $9.185 million. The disposition of
revenue provision dictates Ypsilanti/Willow Run receives an amount per student 1.5 times
that of Ann Arbor and that the pooled revenue is distributed without regard to its origin.
After a little algebra, we know students residing in Ann Arbor and in a public school would
receive $318 per student and those in Ypsilanti/Willow Run would receive $477 per
student.




The State would check for the need for an equity adjustment. It would find the equitable
amount for a 1.0 mill levy is $298 per student and for a 1.5 mill levy is $447 per student.
The State would deduct $20 per student from the state aid payment tied to students
residing in Ann Arbor and $30 per student from those in Ypsilanti/Willow Run; the ratio is

1.5 as it should be.

From this point forward the calculations are strictly analogous to those in example 1.2.
They will not be described in detail. The results will be displayed in tables.

The following table displays the financial flows for the AAPS and Ypsilanti/Willow Run

districts in thousands of dollars.

Ann Arbor | Ypsi/WR

Direct revenues from the enhancement millage + 5,243 + 2,297
Enhancement millage & tuition attached to students from:

Ann Arbor (millage credit $318; tuition $149 - 10 = 139) + 37

Ypsilanti/Willow Run (millage credit $477) +72
Enhancement fees from other entering students +42 +219
Reduction of state aid due to equity adjustment on:

Students residing in Ann Arbor ($20 per FTE) - 330 -2

Students residing in Ypsilanti/Willow Run ($30 per FTE) -4 - 144
Totals + 5,023 + 2,407

AAPS would have a slight increase relative to example 1.2 due to the larger enhancement
millage carried in by those students entering from Ypsilanti/Willow Run. Ypsilanti/Willow
Run'’s financial benefit would be 50 percent greater because the voters approved a 50

percent increase in the enhancement millage rate.

The following table shows the financial flows associated with students residing in the Ann
Arbor or Ypsilanti/Willow Run districts and attending public schools outside of these two
districts. The information for Ann Arbor and Ypsilanti/Willow Run is presented separately
for students from the two districts because each set of students now carries a different

allocation of revenue from the enhancement millage.
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Category/Location of School Student Financial Flows ($1,000)
FTE | Enh Millage State Aid | Net Change
Traditional Public Districts
In WISD: total 498 + 218 -14 + 204
Students from Ann Arbor 125 +40 -3 +37
Students from Ypsi/WR 373 +178 -11 + 167
Not in WISD: total 242 +112 -6 + 104
Students from Ann Arbor 25 +8 0 +7
Students from Ypsi/WR 217 + 104 -6 + 97
Charter Schools
Within AAPS boundary: total 1,330 + 529 - 33 + 496
Students from Ann Arbor 663 +211 -13 +198
Students from Ypsi/WR 667 + 318 - 20 +298
Within WR/Ypsi boundary: total 1,021 + 452 - 28 + 424
Students from Ann Arbor 218 + 69 -4 + 65
Students from Ypsi/WR 803 + 383 - 24 + 359
In WISD & not AAPS/WR/Yp: total 301 + 115 -8 + 107
Students from Ann Arbor 179 +57 -4 +53
Students from Ypsi/WR 122 + 58 -4 + 54
Outside of WISD: total 250 +113 -7 +107
Students from Ann Arbor 36 +11 -1 +11
Students from Ypsi/WR 214 +102 -6 +96
Totals 3,642 + 1,539 -97 + 1,442
Students from Ann Arbor 1,245 + 396 -25 +371
Students from Ypsi/WR 2,397 +1,143 -72 +1,071

Rounding may cause totals to differ slightly from the sum of the detail.

As we know, the increase in the funding tied to students who reside in Ypsilanti/Willow
Run would follow them to the schools they attend. The size of the increase in each category
can be determined by comparing the above table to the analogous table in example 1.2.

The School Aid Fund would realize savings of $577,000. The savings are less than in
example 1.2 because a larger portion of the revenues generated with AAPS are used to fund
students in Ypsilanti/Willow Run when they adopt a larger levy.

Policy Consequence 3: Students residing in Ypsilanti/Willow Run and attending a
public school would receive 50% more per student than those residing in Ann Arbor
and attending a public school because the citizens within Ypsilanti/Willow Run
would be taxing themselves 50% more for education than were the citizens within
Ann Arbor. And this result would hold true despite the fact that Ypsilanti/Willow
Run has significantly lower wealth per student than does Ann Arbor. The equity
provisions would neutralize the deleterious effects of differential wealth while
leaving intact local flexibility to reflect differential preferences about spending for K-
12 education.
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The Case of a Relatively Less Wealthy District in the Lead: Series 2 of the Examples

Ex. 2.1: Assume the Whitmore Lake Public Schools District (“Whitmore Lake”) alone
passes a one mill enhancement millage. Whitmore Lake had taxable value of $329.7 million
and a resident FTE student count of 1,161. A one mill tax would generate $329,700 or $284
per student per year.

The State would find no need for an equity adjustment because $284 per student is less
than the ISD average of $298 per student generated by a one mill levy. The equity
provision would dictate students residing in Whitmore Lake and attending a public school
should bring with them $298 per student per year if the funds were available. The funds
would not be available within the WISD because, by assumption, no other district passed
the enhancement millage. Students residing in Whitmore Lake would then look to the State
for savings to the SAF because of the passage of an enhancement millage that led to an
equity adjustment (see Provision 4 of the Proposal on page 1). In this example we assume
no funds would be available from the State.

Because in this example no funds are available within WISD or from the State to
supplement the locally generated funds, students residing in Whitmore Lake and attending
a public school would bring with them enhancement funding of $284 per student. The
State SAF would not realize any savings.

The procedure governing the distribution of funds is illustrated well in prior examples.
This detail will not be presented for this example.

Policy Consequence 4: A district with below average property wealth per student
acting in isolation of passage by other districts within its ISD or RESA would once
again have the opportunity to levy a local operating millage and to experience no
reduction in its state aid payment. As shown in Ex. 1.1, a district with above average
property wealth per student would not have this option because of the equity
adjustment, that is, the district’s state aid would be reduced.

Ex. 2.2: Assume as in Ex. 2.1 Whitmore Lake approves a one mill enhancement millage.
Also assume that one year later Ann Arbor passes a one mill enhancement millage.

In the second year Ann Arbor and Whitmore Lake would jointly produce tax revenues of
$7.737 million per year. Both would receive additional revenue equal to $408 per resident
FTE student ($7.737 million divided by a combined student enrollment of 18,976).

Implementing its monitoring for equity, the State would note an equitable amount would
be $298 per student. Public schools serving students residing in Ann Arbor and Whitmore
Lake would see a reduction in their state aid payment of $110 per student as well as
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revenue of $408 per student from the enhancement millage. The SAF would realize savings
of $2.087 million.

Students residing in Ann Arbor, and the schools serving them, would experience the same
financial conditions as in examples 1.1 and 1.2. The equity adjustment sets a ceiling on net
revenue.

Students residing in Whitmore Lake, and the schools serving them, would experience an
increase of revenue of $15 per student due to Ann Arbor passing the millage.

The procedure governing the distribution of funds is illustrated well in prior examples.
This detail will not be presented for this example.

Policy Consequence 5: Residents of a district with below average property wealth
per student and with an enhancement millage yielding less than the maximum
equitable dollars per student would have an incentive to encourage and support an
above average property wealth district to pass an enhancement millage. If the above
average property wealth district were to pass an enhancement millage, this would
create a pool of funds that the below average wealth district could draw upon.

Ex. 2.3: Assume as in Ex. 2.1 Whitmore Lake approves a one mill enhancement millage.
Also assume in the following year Ypsilanti/Willow run passes a one mill enhancement
millage.

Whitmore Lake and Ypsilanti/Willow Run would jointly produce tax revenues of $1.514
million per year. The two districts have a total of 8,525 resident FTE students attending
public schools. Ignoring the exception clause in provision 2 for a moment, an equitable
allocation of the revenue would be $178 per student for both districts. Note that $178 is
lower than the $284 per student Whitmore Lake received in its first year of utilizing the
enhancement millage (see Ex. 2.1).

The reason for the exception in provision 2) on page 1 is now clear. It removes the
incentive for residents of wealthier districts to oppose enhancement millages in less
wealthy districts that would lower revenue per student in the absence of the exception.
Such an incentive would be harmful to the spirit of cooperation and sharing of districts
within ISDs.

Taking the exception into account, Whitmore Lake’s revenue from the enhancement
millage would remain at $284 per student when Ypsilanti/Willow run adopts an
enhancement millage.

Ypsilanti/Willow Run would experience results identical to those the residents would
experience if the district adopted the enhancement millage in isolation. Resident students
would carry with them a $161 per student enhancement millage revenue to the public
schools they attend.
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The SAF would not realize any savings because no equity adjustment would be needed.

Policy Consequence 6: The exception clause in provision 2 removes the incentive for
destructive inter-district behavior. An early adopting district might enjoy an
increase because of a subsequent adoption by another district (see Whitmore Lake
in Ex. 2.2 relative to Ex. 2.1) but would never experience a decrease for this reason.

Ex. 2.4: This example illustrates the application of the proposed refinement of the
enhancement millage when districts pass unequal levies and the available funds are not
sufficient to fully implement the equity provision. This example parallels Ex. 1.3 that dealt
with the case when sufficient funds are available to fully implement the equity provision.

Assume Whitmore Lake passes a 1.0 mill levy and Ypsilanti/Willow Run passes a 1.5 mill
levy in the same election.

Total revenue from the enhancement millages would be $2.107 million. The disposition of
revenue provision dictates Ypsilanti/Willow Run receives an amount per student 1.5 times
that of Whitmore Lake and that the pooled revenue is distributed without regard to its
origin. After a little algebra, we know students residing in Whitmore Lake would receive
$173 per FTE student and students residing in Ypsilanti/Willow Run would receive $259
per student.

The State would check for the need for an equity adjustment. It would find the equitable
amount for a 1.0 mill levy is $298 per student and for a 1.5 mill levy is $447 per student.
There would not be a need for an equity adjustment. Saying the same thing in different
words, neither district would experience a reduction in its state aid payment. The SAF
would not realize any savings.

The procedure governing the distribution of funds is illustrated well in prior examples.
This detail will not be presented for this example.

Policy Consequence 7: The modified enhancement millage would accommodate
differing local millage rates in a straightforward manner in the case of insufficient
funds to trigger an equity adjustment as well as in the case of total revenue being
sufficiently large to trigger an equity adjustment.



