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School Bond Qualification and Loan Program 

 

As authorized in the State's Constitution, and by Public Act 92 of 2005, the 

School Bond Qualification and Loan Program provide a state credit 

enhancement and loan mechanism for school district bond issues.  The 

bonds must be qualified by the State Treasurer and the bond proceeds must 

be used for capital expenditure purposes.  Bond proceeds cannot be used 

for maintenance and repair costs, employee salaries, or other operating 

expenses.  

 

Bond issues that are qualified by the state are advantageous to school 

districts in at least two important aspects.  First, a district that receives 

qualification will get a rating on the bonds equal to the state’s credit rating, 

which will usually result in a lower interest rate and cost.  The second 

advantage is that a district may borrow from the state an amount sufficient 

to enable the district to pay principal and interest requirements on its 

outstanding qualified bonds.  A minimum debt millage must be levied before 

a district can borrow from the state.  

 

Prior to requesting approval for state qualification, a district should have 

conducted a thorough study at the local level in order to determine the 

district’s facility needs and means for financing those needs.  The 

qualification process involves Treasury personnel meeting with the school 

district and its representatives (bond counsel, financial advisor, construction 

manager and architect) to discuss the bond issue and the projects being 

financed by the proceeds.  During the qualification process, information 

including project construction costs, enrollment projections and debt service 

amortization schedules is reviewed and verified.  An on-site inspection of 

existing facilities is conducted in order to evaluate the condition of the 

facilities and determine whether the proposed projects are warranted.  
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School Bond Qualification and Loan Program 

Upon determination that all qualification requirements have been fulfilled, 

preliminary qualification is authorized. Preliminary qualification enables a 

district to proceed with calling for an election and presenting the bonding 

proposition to the district’s citizens. If a majority of the citizens vote in favor of 

the proposition, a district applies for final qualification. Upon approval of final 

qualification, an Order Qualifying Bonds is issued, which allows a district to 

proceed with selling the bonds to prospective investors.  

 

The School Loan Revolving Fund (SLRF) was established to assist school 

districts with making debt service payments on state qualified bonds issued 

under the School Bond Qualification and Loan Program.  Any money repaid 

by school districts on loans made from the SLRF is deposited back into the 

fund for future use, either to repay debt or make new loans.   

 

In order to borrow from the SLRF for debt service needs, a district must levy a 

minimum of seven (7) debt mills and enter into a loan repayment agreement 

with the state.  The loan approval process involves submitting an application 

to Treasury, which includes information pertaining to qualified bonds 

outstanding, debt service obligations, taxable valuation, debt mills, tax 

collections and a district’s loan needs.  Upon review and verification of 

information contained in the application, the loan needs are approved and 

funds are disbursed to the district before the debt service due date.  Loan 

repayment starts when the debt millage a district is required to levy yields 

more than the amount that is required to pay its debt service obligations.   

 

Since the inception of the School Bond Qualification and Loan Program, 

over 4,001 bond issues have been qualified.  As of December 31, 2011, the 

total amount of principal outstanding exceeds $14.0 billion.  Current loans to 

school districts totaled approximately $1.277 billion as of September 30, 2011.  

 

Total school district 

qualified debt 

outstanding exceeds 

$14 billion. 



 

 

2011 Annual Report 3 www.michigan.gov/sblf 

School Bond Qualification and Loan Program 

 

 

 Exhibit 1: School Districts in program 

Of the 549 local public school districts in the state of 

Michigan, 426 had outstanding qualified bond debt 

and 137 were participating in the School Bond Loan 

Fund, School Loan Revolving Fund or both in 2011 

(see Exhibit 1). 

 

The 137 school districts that either have a current 

loan balance or expect to borrow from the loan 

program are geographically spread throughout the 

state. These districts are not concentrated in any 

particular area nor do they fall within a particular 

economic range. School districts in the loan 

program are made up of a wide range of 

characteristics.  

 

Since 1994, school district debt millages have been levied on taxable value of property within the respective 

districts.  The taxable value of property statewide has grown at an average annual rate of 3.7 percent since 1994.  

The statewide average taxable value per pupil was $221,667 in 2011.  Exhibit 2 shows the distribution of all state 

school districts within various ranges of taxable value per pupil. 

 

Exhibit 2: Taxable Value per Pupil 

 

 
              Source: Michigan Department of Treasury, Office of Revenue and Tax Analysis 

 

 

Statewide Perspective 
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School Bond Qualification and Loan Program 

Debt millages for qualified and non-qualified bond issues for school districts throughout the state range from zero 

to 13 mills. School districts that plan to borrow from the state to repay their qualified bond debt are required to 

levy between seven and 13 mills until the debt is repaid. Exhibit 3 outlines where all Michigan public school districts 

fall within a range of millage levies. In 2011, 71 school districts (13%) did not levy debt mills for qualified or non-

qualified debt. The average debt millage levied statewide was 4.3 mills in 2011. 

 

 

Exhibit 3: Millage Levy Range 

 

 
              Source: Michigan Department of Treasury, Bureau of Local Government Services 

 

School District Debt 
 
The total amount of outstanding school district debt, including Qualified, Non-qualified and Limited Tax Bonds 

was $16.8 billion on December 31, 2011.   The amount of School Bond Loan Fund and School Loan Revolving Fund 

Loans outstanding was $1.277 billion on September 30, 2011.  Non-qualified and limited tax bonds may also be 

issued by a school district to pay for capital improvement projects. These types of bonds do not go through the 

state qualified bond approval process. Information on non-qualified and limited tax bonds was obtained from the 

Municipal Advisory Council of Michigan 

 

Taking these different types of debt into consideration, the statewide average debt per student was $12,456 and 

the statewide average debt per district was $33 million in 2011. 

 

The amount of outstanding debt carried by Michigan school districts divided by a district’s taxable value results in 

debt to taxable value percentages ranging from zero to 29 percent. The largest percentage of school districts 

within the state has a debt to taxable value ratio less than five percent. Exhibit 4 shows the statewide debt to 

taxable value distribution. 
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School Bond Qualification and Loan Program 

 

Exhibit 4: Statewide Debt to Taxable Value Range 

 

             Source: Michigan Department of Treasury, Office of Revenue and Tax Analysis  

                           Municipal Advisory Council of Michigan 

 

The amount of qualified bonded debt issued by school districts decreased slightly in 2011. Exhibit 5 shows the 

amount of new qualified bonds issued, retired, and outstanding for each of the last 20 years. Exhibit 6 shows future 

projected annual debt service requirements for debt outstanding as of December 31, 2011. 

 

Exhibit 5: Bonds Issued, Retired, and Outstanding Exhibit 6: Projected Debt Service 
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School Bond Qualification and Loan Program 

2011 Qualified School Bond Election Results 
 

School districts are required to hold qualified school bond elections on one of four regular elections dates in 

February, May, August or November.  Under limited circumstances, school districts may hold an election on one 

of a select number of special election dates as an alternative.   

 

Forty-seven qualified school bond elections were held in 2011.  Twenty-two of these elections resulted in at least 

one passed proposal for a district, which make the overall passing rate 46.8 percent.  Twenty-five elections failed.       

 

Forty-five different school districts held elections in 2011, with two districts, Hudson Area Schools and Repubilc-

Michigamme Schools holding two separate elections in 2011.   

 

Fifty separate proposals appeared on the ballot and 23 passed, resulting in an overall 46 percent proposal 

passing rate.   

 

The amount of bonds voted on was $1.012 billion with $332 million approved, resulting in a passing rate of 32.76 

percent (based on dollar amount).  Exhibit 7 shows the geographic location and outcome of the school districts 

that held elections in 2011. See Appendix A for a detailed listing of qualified school bond election results and 

Appendix B for election results by proposal over a 20 year period. 

 

    Exhibit 7: 2011 Election Result Map 
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School Bond Qualification and Loan Program 

Historically, the amount of qualified bonds voted on and passed by the electorate peaked at nearly $2 billion in 

1994. The amount has declined in recent years.  Exhibit 8 outlines the bonds voted between 1991 and 2011.  

 

Exhibit 8: Qualified Bonds Voted and Passed 

 

 
 

2011 Enrollment and Utilization 

Classroom utilization is a key factor in determining the need for new school buildings or additions. Utilization rates 

are based on grade-level classroom capacity standards and five-year enrollment projections. Classroom 

utilization rates for the 22 school districts that passed proposals in 2011 ranged from 38 percent to 115 percent. 

The average overall classroom utilization rate for these districts was 85 percent. Exhibit 9 illustrates that the 

average utilization rates for each of the 22 school districts that passed elections in 2011 compared to the districts’ 

total enrollment. 

 

Exhibit 9: Classroom Utilization Rates Based on District Enrollment 
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School Bond Qualification and Loan Program 

Five year enrollment projections for the 22 districts that passed bond proposals in 2011 indicated that enrollment 

was expected to decrease on average by 0.56 percent. The highest enrollment projection increase of 28 percent 

was expected in Republic-Michigamme and the largest projected decrease of 16 percent was expected in Perry 

Public School District. Exhibit 10 shows the projected five year enrollment change for the districts that passed 

elections in 2011. 

 

Exhibit 10: Five Year Projected Enrollment Change for School Districts With Passed Proposals in 2011 

 

 
 
 

 

Where is the Money Going? 
 

The highest percentage of school 

construction costs is typically related to 

remodeling and new construction. 

Qualified bond proceeds can also be 

used to fund site work, furniture and 

equipment, technology, and site 

acquisition costs. Related design, 

construction manager, and construction 

contingency fees may also be charged 

to the bond. Exhibit 11 shows the 

average budget costs for each school 

district that approved a bond election in 

2011. 

Exhibit 11: Average Budget Costs per District for Passed Proposals in 2011 
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School Bond Qualification and Loan Program 

The average amount of election and issuance costs for the elections that passed in 2011 was $325,741, which was 

2.11 percent of the total estimated project costs. The average cost per square foot of new construction related to 

new buildings was $166 in 2011.  A total of two new school buildings were planned for elections that were 

approved in 2011. The average total cost for the new buildings was $20.3 million. 

 

Final Qualification Statistics 
 

After a school district passes a qualified bond election, it may issue bonds “qualified” by the State Treasurer.  

Some districts opt to issue these “building and site” bonds in series. Twenty-six school districts issued qualified 

building and site bonds in 2011.   

 

Thirty-six school districts took advantage of the opportunity to refund outstanding bonds for new debt at more 

favorable interest rates in 2011. By refunding outstanding debt school districts realized a total net present value 

savings of approximately $32 million.   

 

Exhibit 12 shows the number of building and site, refunding, and combination bond issues over a ten year period. 

See Appendix C for a list of qualified bonds issued in 2011 by district. 

 

Approximately $785 million in qualified bonds were issued in 2011. 

 

 

Exhibit 12: 10 Years of Qualified Bond Issues 
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School Bond Qualification and Loan Program 

Qualified school bonds may be sold through a negotiated or competitive sale.  In 2011, there were 56 negotiated 

sales and 9 competitive sales.  

 

American Recovery and Reinvestment Act Bond Initiatives 
 
Two new types of financing options were introduced as part of the American Recovery and Reinvestment Act of 

2009 (ARRA).  These new types of tax-credit bonds provided financial assistance to school districts in the form of 

reduced interest costs.  Authorization expired at the end of 2011. 

 

States and large local public school districts were allocated a limited amount of financing authorization for 

“Qualified School Construction Bonds” (QSCBs).  QSCBs can be issued by school districts to fund the construction 

or rehabilitation of a public school facility or for the acquisition of land intended for a school building site.  Eleven 

districts issued QSCBs totaling $112.56 million in 2011.   

 

Qualified Loans to School Districts 
 

A total of $177.2 million was loaned to school districts in fiscal year 2010/2011 and as of September 30, 2011, 140 

school districts were participating in the School Loan Revolving Fund.   Of the 137 participating school districts, 116 

were in the “borrowing” mode and 21 were in the “repayment” mode.  Exhibit 13 demonstrates the loan and 

repayment activity over a 10 year period. See Appendix D for a detailed listing of qualified school loans 

receivable as of September 30, 2011.  

 

Exhibit 13: Loan Activity Summary 

 

 
                               Source: School Bond Qualification and Loan Program 
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School Bond Qualification and Loan Program 

Estimates show that school districts will borrow approximately $168 million from the School Loan Revolving Fund in 

fiscal year 2011/2012 and repay approximately $6 million.  See Appendix D for a projection of future school district 

borrowing and repaying activity and Appendix E for projected qualified school loan fund balances. 

 

The interest rate charged on outstanding loans during fiscal year 2010/2011 ranged from 5.00 to 5.375 percent for 

SBLF balances and 3.00 to 4.80 percent for SLRF balances. Exhibit 14 reflects the average annual interest rates 

applied to school districts’ outstanding qualified loan balances for the School Bond Loan Fund (SBLF) and the 

School Loan Revolving Fund (SLRF) over a 10 year period.  The interest rate used to calculate interest expense on 

SBLF loans is the average annual cost of funds based on the average rate paid by the state on general obligation 

debt issued to finance the loan program and computed to the nearest 1/8th of one percent.  The interest rate 

used to calculate interest expense on SLRF loans is the greater of three percent or the average annual cost of 

funds based on the average rate paid by the Michigan Municipal Bond Authority on debt issued to finance the 

loan program plus 0.125 percent.  The average annual interest rates are reported on the state's fiscal year. 

 

Exhibit 14: Annual Loan Interest Rates 

 

 

 

 

 

State Debt Issued to Finance Qualified Loans 
 

Act 112 of 1961 authorizes the state to issue bonds or notes to provide funds for making loans to school districts for 

payment of principal and interest on qualified school bonds.  From 1956 to 2006 and again from 2009 to 2011, the 

state issued general obligation school loan bonds and notes to finance loans to school districts which enabled 

them to pay principal and interest on their qualified school debt.  The school loan bonds are general obligation 

debt of the state, and the full faith and credit of the state have been pledged to the payment of the principal 

and interest on the bonds.  The amount of state obligation debt outstanding on these bonds was $865.7 million on 

December 31, 2011.  See Appendix H for a historical listing of state debt issued for qualified school loans.   
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School Bond Qualification and Loan Program 

School Loan Revolving Fund 
 

The School Loan Revolving Fund (SLRF) was established by 2005 PA 93 (Act 93).   This fund is used to finance qualified 

loans to school districts as approved by the state and for other purposes as specified in the act including paying the 

costs to administer the fund.  Loan repayments will be deposited back into the SLRF and used to pay debt service or 

make new loans to school districts.   

 

The outstanding principal balance of SLRF bonds was $535 million at December 31, 2011. 
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School Bond Qualification and Loan Program 

 

Appendix A  
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School Bond Qualification and Loan Program 

 

Appendix A 
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School Bond Qualification and Loan Program 

 

Appendix A  
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School Bond Qualification and Loan Program 

 

Appendix B 
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School Bond Qualification and Loan Program 

 

Appendix C 
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School Bond Qualification and Loan Program 

 

Appendix C 
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School Bond Qualification and Loan Program 

 

Appendix D 
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School Bond Qualification and Loan Program 

 

Appendix E 
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School Bond Qualification and Loan Program 

 

Appendix F 
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School Bond Qualification and Loan Program 

 

Appendix F 
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School Bond Qualification and Loan Program 

 

Appendix F 
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School Bond Qualification and Loan Program 

 

Appendix G 
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School Bond Qualification and Loan Program 

 

Appendix H 

 

 


