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The Executive Budget for fiscal year 2017 contains one budget bill for all government
agencies and one for education. The education omnibus budget bill supports the
state’s education system at all levels from preschool to higher education. The
Executive Budget for education totals $16.2 billion - $14.2 billion for public schools,
$399 million for community colleges and nearly $1.6 billion for higher education.

Highlights of the Education Omnibus Budget Bill

Despite the challenging state revenue situation, the education omnibus bill is still
increased by a total of $357.6 million, or 2.3%, from fiscal year 2016 enacted
levels.

FY 2017 Education Omnibus Budget
Summary of Appropriations
(in millions)

Community Higher
Revenue Sources School Aid Colleges | Education Total
School Aid Fund Revenues $12,062.5 $260.4 $237.1 $12,560.0
General Fund $230.0 $138.6 $1,262.4 $1,631.0
Other State Restricted $72.0 $0.0 $0.1 $72.1
Federal Funds $£1.818.6 £0.0 $99.0 $1.917.7
Total Appropriations $14,183.1 $399.0 $1,598.7 $16,180.8

e Over $1 billion of the education budget supports MPSERS unfunded accrued
liability (UAL) costs. As part of recent MPSERS reforms, a cap of 20.96% of salary
and wages was placed on the share of retirement UAL costs that school districts,
community colleges and libraries are obligated to pay, with the state paying the

amount over the cap.

The budget also includes a similar payment for universities over a payroll cap of
25.73% to the seven participating universities, at an estimated cost of $5.9 million
in fiscal year 2017. Legislation effectuating the cap continues to be pending.

In addition, the budget provides for $101.7 million to offset normal retirement
costs, bringing total MPSERS spending to $1.16 billion.



FY 2017 Education Omnibus Budget

MPSERS Appropriations

(in millions)

State share Other
over UAL cap costs Total
Community Colleges $73.2 $1.7 $74.9
Higher Education $5.9 $0.0 $5.9
School Aid $982.2 $100.0 | $1,082.2
District Libraries $0.6 30.0 $0.6
Total Appropriations $1,061.9 | $101.7 | $1,163.6
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Community Colleges
FY 2017 Executive Budget Highlights

Overview: The governor proposes a fiscal year 2017 budget for community colleges
of $399 million, an increase of 2.9 percent in total funding over fiscal year 2016.
Operations funding receives a 2.4 percent increase ($7.5 million) to a total of $319
million. Since fiscal year 2011, combined operations and retirement funding for
community colleges has increased by $98 million, an increase of 33 percent.

Operations: An inflationary increase of $7.5 million for performance-based funding
1s distributed through a modification of the enacted fiscal year 2016 formula. In
keeping with the governor’s goal of increasing the number of Michigan citizens
employed in the skilled trades, 20 percent of funding is distributed based on the
welghted degree and certificate metric, which rewards colleges for skilled trades
graduates. The metrics are as follows:

e Across-the-board distribution: 30 percent of the formula.

¢ The number of student contact hours, weighted for increased program costs in
health and technology: 30 percent of the formula.

¢ The two-year average number of weighted associate degree and certificate
completions. Degree and certificate completions continue to be weighted with
an emphasis on natural sciences, engineering, technology, and health: 20
percent of the formula.

¢ The completion improvement rate, which rewards colleges for an increase in
the percentage of students who completed a certificate, degree, or transfer
within six years: 10 percent of the formula.

o The two-year average of the percentage of institutional expenditures spent on
administration: 5 percent of the formula.

s Across-the-board distribution of presumed local strategic value funds, because
all colleges had met best practices in the past: 5 percent of the formula.

As a prerequisite for new funding, community colleges will continue to be required to
actively participate in the Michigan Transfer Network, similar to universities, which
informs students how their credits will transfer in and out to other Michigan
postsecondary education institutions.



Retirement Reform Payments: The governor's budget continues to cap the amount
of unfunded accrued liability contributions paid by community colleges to the
Michigan Public School Employees Retirement System, with the state making
payments for amounts over the cap of 20.96%. The budget increases the state’s
payments for retirement liabilities by $3.7 million, bringing the total state support
for the community colleges’ MPSERS obligations to $74.9 million in fiscal year 2017.
The fiscal year 2018 budget assumes an additional increase of $500,000 for a total of
$75.4 million.

Activities Classification Structure (ACS) Transfer: Responsibility for the
maintenance and coordination of the state community college database (ACS) 1s
transferred from the Workforce Development Agency (WDA) to the Center for
Educational Performance and Information (CEPI).

State Building Authority Rent: Included in the bill is a schedule of estimated
payments the state makes to support debt service for recently constructed community
college building projects. This $30.9 million in general fund, although appropriated in
the DTMB budget, represents additional state support for community colleges.
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