STATE BUDGET OFFICE

EDUCATION OMNIBUS BUDGET
EXECUTIVE BUDGET
FISCAL YEARS 2015 AND 2016

Presented February 5, 2014

The Executive Budget for fiscal year 2015 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 $15.7 billion - $13.8 billion for public schools,
.$371.5 million for community colleges and slightly over $1.5 billion for higher
education.

Highlights of the Education Omnibus Budget Bill

o In total, the education omnibus bill is increased by $597.9 million, or 4.0%, from
fiscal year 2014 enacted levels. Adjusting the total by removing the $50 million
deposit to the Michigan Public School Employees Retirement System (MPSERS)
Reserve Fund in the School Aid budget results in a $547.9 million, or 3.6%,

increase.
FY 2015 Education Omnibus Budget
Summary of Appropriations
(in millions)
K-12 | Community Higher
Revenue Sources School Aid Colleges | Education Total
School Aid Fund Revenues $11,841.0 $197.6 $200.5 $12,239.1
General Fund $180.0 $173.9 $1,214.9 $1,568.8
Other State Restricted $18.0 $0.0 $0.1 $18.1
Federal Funds $1,808.2 $0.0 $97.0 $1,905.2
Total Appropriations $13,847.1 $371.5 $1,512.5 $15,731.2
MPSERS Reserve Deposit $50.0 $0.0 $0.0 $50.0
Adjusted Total Approp. $13,791.1 $371.5 $1,512.5 $15,681.2

e Nearly $850 million of the education budget supports MPSERS costs. As part of
recent MPSERS reforms, a cap of 20.96% of salary and wages was placed on the
share of unfunded accrued liability (UAL) retirement costs that school districts,
community colleges and libraries are obligated to pay. The state is required to pay
the rest, estimated at $730.9 million in fiscal year 2015. The governor also
proposes a further reduction of 1.2% in this cap in fiscal year 2015, by transferring
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another $116.4 million in retirement costs from schools, libraries and community

colleges to the state.

FY 2015 Education Omnibus Budget
MPSERS Appropriations
(in millions)

State share
over cap* Total
Community Colleges $60.8 $60.8
Higher Education $0.0 $2.4
School Aid $783.9 $783.9
Libraries $2.6 $2.6
Total Appropriations $8417.3 $849.8

(*Calculated using a rate cap of 19.76%, as proposed in the Executive Budget)

The Executive Budget Recommendation continues to include best practices and
performance-based funding for districts, best practices for intermediate school
districts, best practices and performance-based funding for public community

colleges and universities, and best practices for private colleges and universities.
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STATE BUDGET OFFICE
February 5, 2014

Community Colleges
FY 2015 Executive Budget Highlights

Overview: The governor proposes an FY2015 budget for community colleges of
$371.5 million, an increase of 10.6 percent in total funding over FY 2014. Operations
receives a 3 percent increase ($8.9 million) to a total of 307.2 million. Michigan Public
School Employees Retirement System (MPSERS) payments increase by $27.7 million
to a total of $60.8 million in FY 2015, and are expected to climb to $79.5 million in FY
2016.

Operations: A total of $8.9 million in new general fund for performance-based
funding is proposed, furthering the Governor’s efforts to have 60 percent of citizens
hold a high-quality degree or other credential by 2025. This new funding is
distributed through the enacted FY 2014 formula, improving predictability in state
appropriations to community colleges, and allowing for better long-range institutional
planning. The metrics are as follows:

e Across the board distribution. 50 percent of the formula.

e The two-year average number of weighted associate degree and certificate
completions. 17.5 percent of the formula.

e The two-year average number of contact hour equated students. 10 percent of
the formula.

e The two-year average of the percentage of institutional expenditures spent on
administration. 7.5 percent of the formula.

o Compliance with a set of best practices that reflect local strategic values. 15
percent of the formula.

New for FY 2015 is a requirement to limit tuition increases. Community colleges
must keep any tuition and fee increases for resident students at 3.2 percent or less in
order to qualify for any new performance funding.

Retirement Reform Payments: As part of recent reforms in the Michigan Public
School Employees Retirement System (MPSERS), the community college contribution
rate for unfunded accrued liabilities was capped at the FY 2012 level of 20.96%. The
state pays the amount over the cap. To further lessen the burden of retirement costs
on community colleges, the governor proposes an additional reduction of 1.2% in the
capped rate. The budget increases the state’s payments for retirement liabilities by
$27.7 million in general fund, bringing the total state support for the community
colleges’ MPSERS obligations to $60.8 million in fiscal year 2015. The fiscal year
2016 budget assumes an additional increase of $18.7 million, for a total of $79.5
million.
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Best Practices: For greater transparency, community colleges are asked to continue
their transparency and performance dashboard websites.

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 $26.5 million in general fund, although appropriated in
another budget, represents additional state support for community colleges.

P.

4



n

v10Z 'S zmz?u
921350 198png a1e1s

UO(IEPUILLILLIOIBY BAIINDBXT STAS

“e[NWIO0 P31DRUA PTAJ BYY Ul %EZ Sem Su||192 ay L ‘%2z JO Buyiad e wouy papesiqns a1e sadelusdsad 150D aAnensiuwpy paisnipy
‘S 3d1 Wouy ase erep suopajdwo) “Auady Juawdo|aAag 33104410M 3y Aq papiaoad elep Aseujwija.d 3. e3ep 150D dARRNSIUIWPY PAISNipY pue sJUapms pajenbl JnoH e0) g
‘s3139W Junsixa 104 A0|OPOYIBW ||B JO BIINOS 3y} S| BINWLIOY PAIOBUS HTAS YL "EIeP ETAJ Pue ZTAS J0 38esane JeaA Z & uO paseq dse suofieInJes ||V 'Z
*(AS1) 2n(eA 21831213 [B307] WIOJ) LOIIEIO||e PaPUNO] §,333)|02 yaes snid suonepdosdde suopesado aseq ayl SAPN|IUL M7 JULIND PTAS ‘T

:S3I0N
%0t 3SBIIIUL JUIIIR] 00E'T6T°L0ES :Spuny STAH (€101
[ooEzveas ] :Burpun man
00E'T6T'L0ES O0OT'ZYE'TS 00Z'6V8'SOES 002'S09°L$ 8v0'TL9S %L IWT 0EL'V68S ELV'68T 84L'S9S'TS 55908 0S9'ELY'PS %0001 000'vv7'862S TvioL
%8°C 006'vIV'ZS  009°0TS 00E‘VOY'ZS  00S'vSS 650'SS %6'T 187's$ 8IT'T €€8'8S SSy LYT'SES %80 008'6VE‘T 310YS IS9M
%E'E 009°L2L°9TS 006°2LS 00£4'vS9°9T$S  00Y°09VS$ 98€'9Z$ %L6 0TL'65S Szt 66€'TETS 69L'9 F40¥4 743 %Y'S 00E'v6T°9T Awuno) auhem
%LE 00E’LLO'ETS 00L'9S$ 009°020'€T$  008°60VS v86'67% %011 I8E'6VS FAS A1) CET'TYTS SLTL 79T'681$ %'V 00801921 meuadrysem
%6°C 009°T90°LS  006'0ES 00L'0£0°LS  009°0LTS 86'7TS %'8 L06°9TS 08S'E 618°LT$ EEV'T TO6'Z0TS %E'T 00T1°098°9 Awno) sep s
%L°T 00v'9/5'9%  008°82$ 009°LyS’9S  OOE'EVTS 8LS'VIS %S ELT'TITS 99€'z TLY'TES 90Tt #90°96% %T'C [ A uIa)samyINog
%EE 00L'€TS‘2TS  00S'VSS 002'65Y°ZTS 000°LYES 80T°vZS %68 095695 S6t°0T 099°16$ ww'y £€89°181S %' ooz'TIr'et yeisjooyds
%1'E DOE’ETT'TZS 002°26$ 00T‘TE0'TZS 000'8vSS 999'6Z$ %601 06Z'¥0TS  S80°TT TE8'90TS €05'S WT'LOES %69 00T'€8Y°0T puepeQ
%6°C 008‘8L0'65  OOL'6ES 00T‘6£0°6S  O0B'ETZS 590'82% %EOT 9r0'0z$ 744 EEE'EES LIL'T GLE'TETS %0'€ 00£'578'8 UJISIMYUON
%SE 00v'TLT'ES  O008'ETS 009°8ST'ES  00Z'p6S €£9'SZ$ %v'6 LS0'6S 8T6'T 08S'ETS 002 996°StS %01 00¥'90'€ |eJ3ud) YyuoN
%6°C 000°T06'85  006'BES 001°Z98'8S  009'802$ S89'67$ %6°0T 595'8T$ TE6'E S6S'0ES 9L5'T T708'621S %6'C 00S'€S9'8 uodaxysnin
%6'T 001°989'ST$ 009°89% 00S'LT9'STS OOV'OLES 662'62$ %80T TISE'vYS 26E°6 v€0895 SOS'E 90L'822$ %T'S 001'LYT’ST now
%€ 002°9Z2°e$  000°vIS 00.°2TZ'ES  00S'16$ §90'7Z$ %18 9v9'9% LOV'T 8€6'STS 18 818'9vS %0'T 00Z'1ZT'E wjesanuon
%St 006'z6¥'vS  00S'6TS 00v‘ELb'YS  00B'OETS 7890S %ETT 905'PTS z2L0'e 16v°02$ 950°T 6£1'599 %S'T 009°2vE’y Awuno) aosuow
%9°E 000'289'v$  00€'0Z$ 00£°T99'¢$  OOB'EVTS SL8TS %8 6T6'9TS €85°E SET'9ES 198'T 89L°L95 %S'T 006°L1S'Y uediydIN pIN
%8'C 009'9T8‘ZES O0OL'EVTS 006'2L9°2ES  00L'TVLS 0v0'SES %6°CT 965°€65 028'61 8L0'PETS L06°9 L96'8LYS %L0T 00Z'TE6'TE quiodey
%8'C 009°L/8°0E$ OOT'SETS  00S‘ZyL'OES 008°8TLS 0S6'EES %51 €ES'69S SZL'YT €66'v9TS 66v°8 vSE'OSYS %101 00L'€20'0€ Bujsuey
%TE 006°ZVE’'SS  O0E'ECS 009'6TE'SS  00S'TVIS pST'9zS %L'6 658°91$ 0L5'E €S2'02S 6901 TL9°LLS %L'T 001°841°S uediyan axe
%LE 00L'(9T'ES  O0BETS O06'EST'ES  002'86$ L6E'TTS %'8 LEO'LS 06T 868'7Z$ 0811 SE'SYS %0'T 00L'SSO’E puejuy
%T'E 00S‘E18°6S 008‘2v$ 00L°'02L'6S 00L8¥2S 6V8'EES %Y1 £€88°72S 98y SET'6VS 1€5°C 0E8ZYTS %CE 0007256 8801193
%1€ 00T’E0S2TS 009'vSS 005‘8vH'2TS  000°9ZES YYL'VES %821 L58°0vS 759’8 61589% 0€S'E LEBIBTS %1V 00522121 AajjeA oozeweley
%8'C 00£'£80°2T$ 006°2SS 00¥'PED‘ZTS  002'9LZ$ 9vSLIS %b'9 ¥6S'€CS 966y STL'8SS SZ0'E €LE'ILTS %6'€ 00285411 uosyaef
%LT 008°€29'1Z$ 008'v6S 000°625'TZS  000°69v$ 0€T'LTS %E'9 L6V'E9S LYY'ET wov'eLs OEL'E 668'STES %L 00009012 pa04 AtudH
%8'C 00S°LY6°LTS 00S8LS 000°698°LT$  0OT'VIVS red Y4 %L 0T 9/8°09% 168°CT 007'79% vOT'E £78'192$ %6'S 006'vSY'LT spidey puess
%8 00v'ISY'vS  00S'61S 006°TEV'YS  009'T0TS 88°L1S %99 €S8'vS 870'T T98ETS yiL ¥S6'95 %S'T 00E'0EE"Y 3192809
%T'E 00T'915°2$ 000°TTS 001'50S°2S 009°€9$ €96'T$ %L0 LGE'SS EVT'T 8LS'6TS 600'T 7T9'9€S %80 00S'TYb'Z syep ua3p
%T'E 00686b°VT$ O00E'E9S 009'SEV'VTS O0OT'ZLES 768'TES %LTT 1Z8'TPs 006 85.'98S 69"y 7S6'0TZS %LV 005'€90vT ey3a
%L'T 005'6T¥'SS  008'€ZS 00L'S6E'SS  0OV'9TTS 099°€S %E'T 88t'6$ 6007 308 749 6€T'T 68T°6LS %8'T 00£'6L2'S JoN ap Aeg
%6°C 00L'06€'SS  009'€Z$ 00T‘L9€'SS  009'CETS 1248743 %6'8 9vE'LS 955°T vLE0ZS 0s0'T LYS'8LS %81 00S'9€C’S euad|y
vTAd Suipung  [Buipung A5 EETY Juipung Suipung 51509 duipung SjuapnIs Suipunyg suona|dwo) Juipunyg Buipuny sjuawAhed meq
wouy STA4 |B30L pawnssy aANIax3 | @auewsopad R ETTY] ‘uwpy BN 'b3 anoH BIETTY] pawySiam BN pTAd W3LND) PTAS
3duey) pawnssy STAd pajeudosddy paisnipy Peo) 0} 3Ane|dY
% |e10L
%0°ST %S°L %001 %S'LT %005 ‘e|nwWIoy Jo 9%

Suipun4 suoneladQ ul TOZ A4 WOL4 3SBIIU| Y E
Suipung asuewsopiad 289|103 ANunwwo) STOZ A4



FY 2015 STATE BUILDING AUTHORITY RENT
HIGHER ED AND COMMUNITY COLLEGE
PROJECTED AMOUNTS BY INSTITUTION

UNIVERSITIES:

Central
Eastern

Ferris

Grand Valley
Lake Superior
Michigan State
Michigan Tech
Northern
Oakland
Saginaw Valley
UM - Ann Arbor
UM - Dearborn
UM- Flint
Wayne State
Western

Subtotal

COMMUNITY COLLEGES:

Alpena

Bay de Noc
Delta

Glen Oaks
Gogebic
Grand Rapids
Henry Ford
Jackson
Kalamazoo
Kellogg
Kirtland

Lake Michigan
Lansing
Macomb
Mid-Michigan
Monroe
Montcalm
Mott
Muskegon
North Central
Northwestern
Oakland
Schoolcraft
Southwestern
St. Clair
Washtenaw
Wayne County
West Shore

Subtotal
TOTAL

State Budget Office
Feb. 5, 2014

FY 2015 % of
Projected Subtotal
9,103,200 7.29%
4,861,700 3.89%
6,252,200 5.01%
4,252,500 3.41%
1,112,900 0.89%
16,101,200 12.90%
7,444,600 5.96%
8,016,400 6.42%
10,969,800 8.79%
9,777,400 7.83%
9,159,200 7.34%
6,296,200 5.04%
2,855,000 2.29%
13,679,800 10.96%
14,943,200 11.97%
124,825,300 100.00%

485,400 1.83%
636,600 2.41%
2,842,800 10.74%
123,300 0.47%
16,900 0.06%
1,792,400 6.77%
1,030,800 3.90%
1,787,300 6.75%
1,471,000 5.56%
521,400 1.97%
364,000 1.38%
340,900 1.29%
610,100 2.31%
1,316,600 4.98%
1,117,300 4.22%
1,266,500 4.79%
973,700 3.68%
1,808,000 6.83%
198,500 0.75%
117,600 0.44%
1,308,600 4.95%
466,300 1.76%
1,550,300 5.86%
231,100 0.87%
357,000 1.35%
1,680,600 6.35%
1,466,000 5.54%
578,600 2.19%
26,459,600 100.00%
151,284,900
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Michigan Strategic Fund

Community College Skilled Trades Equipment
Program

Proposal

Governor Snyder's fiscal year 2015 budget includes a Community College Skilled Trades
Equipment Program to address workforce talent needs. This program will provide community
colleges the opportunity to compete for $50 million in bond funds to re-tool instructional
equipment to the latest technology so that they can deliver educational programs in high-
wage, high-skill and high-demand skilled trade occupations. Community colleges desiring to
participate in the program must demonstrate employer demand within their prosperity region
in alignment with an annual talent needs plan.

Program Details

Provides up to $50 million in bond funds to be issued by the Michigan Strategic Fund
for skilled trade equipment and related investments that will build and retain a talented
workforce in Michigan. The program will reimburse eligible expenses related to the
acquisition and installation of equipment, including any necessary renovations related
to the installation, and training for instructors.

The Michigan Strategic Fund will invite Michigan community colleges to participate in a
competitive selection process.

At a minimum, the selection process will require community colleges to address the
following:

> Describe the equipment to be purchased and present a detailed cost estimate.

» Demonstrate alignment with a prosperity region annual talent plan that addresses
the needs of Michigan businesses.

> Provide that equipment and related improvements address the identified talent
needs in the prosperity region, and will support industry-recognized credentials or
degrees in high-skill, high-demand occupations.

Community colleges will be required to provide a minimum match of twenty-five
percent of the total project cost. Additional matching funds may also be provided from
Michigan businesses on behalf of the community college, but not including paid
internships or graduate employment.
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Community College Skilled Trades Equipment Program (continued):

The Michigan Strategic Fund will convene a review panel consisting of staff from the
Michigan Economic Development Corporation, the Workforce Development Agency
and members of the Governor’s Talent Investment Board to evaluate proposals and
make recommendations to the Michigan Strategic Fund Board for the award of project
grants.

The Michigan Strategic Fund Board will approve the award of project grants no later
than April 1, 2015. Approved award grants must commence no later than April 1, 2016
in order to be eligible for reimbursement from the bond funds.

A total of $4.6 million general fund has been included in the fiscal year 2015 Michigan
Strategic Fund budget for annual debt service.
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