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Terminology

Traditional public school districts and public school academies can consist
of a single building or multiple buildings. Our presentation focuses
on district level information, which includes all buildings of a district.

Within the presentation
 Traditional district(s) refers to traditional public school districts

* PSA(s) refers to public school academy districts (also known as charter
schools)

* District(s) refers to traditional districts and PSAs
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” What was the FOIA Seeking?

 The State Board committee sought to:

 Gather information not available through legislatively
mandated annual financial reporting

- Determine whether the financial information provided by
traditional districts and public school academies in
response to the request for contracts differed

« Understand any differences between traditional districts’
and public school academies’ financial reporting

* As public bodies, the boards of traditional public
school districts and public school academies are
subject to the requirements of the Freedom of
Information Act (FOIA) and are required by law to

ety  respond to FOIA requests.
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' Contracting for Staffing and Other
4 Services

* Traditional school districts are not permitted by
law to contract for instructional services, except
for specific limited exceptions.

* Many PSAs contract with a management
company for all or most services, including
instructional services.
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ﬁ Annual Financial Reporting

All public school districts (traditional districts and
public school academies) are required by statute
to submit:

* An annual comprehensive financial data report
(FID) (MCL 388.1618(5))
* A financial audit report (MCL 388.1618(4))
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ny . . .
ﬁ Annual Financial Reporting

* Within these financial reports, most PSAs report
the majority of current operating expenditures
as purchased services

* There is no statutory requirement for
management companies or other private
vendors to submit financial reports to the state
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” FOIA Request Overview

In January 2022, Freedom of Information Act (FOIA)
requests from the state board of education were sent,

seeking copies of contracts for the following:

* Rental or lease of a facility

* Food service management or vended meals

 Custodial service vendors

* Lawn and grounds service vendors

* Educational service providers or education management
companies

g
MICHIGAN
i Education




FOIA Request Overview

The requests were sent to the 278 districts in Wayne, Oakland,
Saginaw, Genesee, and Kent counties

e 112 traditional districts — serving 551,299 FTEs
* 166 PSAs represented by 16 different authorizers - 79,020 FTEs

e 117 used for-profit management companies
* 31 used non-profit management companies
* 18 were self-managed

* Individual district student counts ranged from 71 to more than 55,000 FTEs

FTE Data is from FY20
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Response Rate — Traditional Districts

Responses Cumulative Total
Received Response

Initial FOIA Request 83%
Second Letter 19 13 95%
Third Letter 6 6 100%

« All traditional districts (100%)responded to the FOIA request.
 Three traditional districts (3% ) charged a fee for response, ranging
from $21 to $96.
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Response Rate — PSAsS

Responses Cumulative Total
Received Response

Initial FOIA Request 76%
Second Letter 40 17 86%
Third Letter 23 11 93%

« 12 PSAs (7%) did not respond to the FOIA request.
« No PSAs (0%) charged a fee for response.
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Response Format

#

Responses were provided in multiple forms and formats — at the
discretion of the submitting district

 Emails with electronic file attachments
* Emails providing links to files stored in the cloud

* Paper copies

Some districts provided the information as a single file with all
documents included, others provided multiple files
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Summary and Insights from Facility
Contracts

#

Districts that submitted facility rental or lease contracts
e 22 of 112 traditional districts (18%)
e 105 of 154 PSAs (68%)

Annual rental and lease amounts ranged from $1.00 to over
S1 million

Agreements ranged from modular units
and individual classrooms to entire school buildings
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Summary and Insights from Facility
Contracts

#

There is no standardized format for rental and lease contracts.

Rental and lease amounts could be a flat rate per month or

year, or a certain percentage of revenue, such as 10 percent of
state school aid revenue

 Some have a base rate or a certain percentage of revenue, whichever
is greater or lesser (depending on the contract)
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' Summary and Insights from Facility
£ 4 Contracts

What is included in the contract is also variable
* Examples include utilities, real estate taxes, insurance,

gymnasium

Other influencing factors may include property size,
location within the state, and local real estate market
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Additional Infrastructure Information

#

Traditional districts can propose local millages to help pay

for infrastructure needs for publicly owned buildings

* |f approved by voters, this millage revenue can be used for infrastructure
costs

* |f denied by voters, state aid or other unrestricted revenue must be used
for infrastructure costs
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Additional Infrastructure Information

PSAs have no taxing authority

* PSAs must use their state aid or other unrestricted revenue to pay for
infrastructure costs. Most PSAs do not own their facilities.

* Michigan Department of Treasury provides infrastructure financing options
to PSAs

* The Michigan finance authority operates the Project Finance Program for PSAs that
provides effective, low-cost, facilities finance options to finance or refinance the
acquisition, construction, improvement or alteration of land, facilities, equipment,
machinery, parking, the payment of project costs, or to refinance existing debt
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Summary and Insights from Educational

A Contracts

Service Provider or Management Company

Districts that submitted educational service provider or
management company contracts

* 62 of 112 traditional districts (55%)
e 142 of 154 PSAs (92%)
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Summary and Insights from Educational
Service Provider or Management Company
Contracts

There are many differences among these organizations

* Management companies can be for-profit companies or non-profit organizations
* Accounting structures for each are considerably different

* Management organizations may operate a single PSA or multiple PSAs across the
state

* Some services may be shared between multiple PSAs, such as business office
management
* PSAs and traditional districts may choose to outsource certain services

 The management organizations may provide a single operating service or multiple
operating services (e.g., grounds services or security services)

* PSAs may choose an organization to provide all operating services
* Traditional districts may not outsource most instructional services



Additional Contracting Information

#

The department has no authority over educational service
providers or management companies.

* Oversight of these companies and contracts comes from local
school boards of PSAs and traditional districts.

As private companies (whether for-profit or non-profit),
ESPs/EMOs are not subject to state FOIA laws and are not

required to make public their financial records related to PSA
operations.
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ﬁ Additional Contracting Information

Districts can contract with intermediate school districts to
provide services

* Special education or CTE programming

* Professional learning

* Business office support and transportation

Services can also be shared among districts through
intergovernmental contracts

Helps achieve economies of scale for smaller districts
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ﬁ Educational Management Agreements

Contracts called educational management agreements are also

used to provide services

* These are agreements with third-party management companies to
provide some or all educational services

* In these arrangements, the district may or may not be considered a party
to the service contract with the vendor
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Financial Reporting Detail for Traditional
Districts

#

Expenditure categories Reported in FID as Reported in FID as
Salaries Insurance

Instruction Benefits Retirement
Supplies Paid Tuition

Pupil Support Purchased Services Unemployment

Administrative Support

Transportation
MICHIGAN P
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Educational Management Agreements

Transportation

Instructional Staff

To provide or

contract for Food Service

Has a cor?tract Management Company
wit

Building Lease

Custodial Service

Under current state reporting requirements, costs for the services provided in
these agreements are reported together as purchased services in the PSA’s
financial reports
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Financial Reporting Detail for Most PSAs

PSA Expenditures to Reported by PSA
Management Company in FID as

Pupil Support - Purchased Services

Administrative Support = Purchased Services

Transportation === Purchased Services

Vlles& )\ Operation/Maintenance == Purchased Services
=iEducation



Example Comparison of Traditional
District and Managed PSA FID Reporting

Traditional District Managed PSA
Instruction | | | $10,000 il Instruction | | |$10,000

Salaries Multiple detailed codes $7,000 Purchased Services = Management Services $10,000

Benefits Insurance

Health $500
Life $100 TOTAL $10,000
Disability $100
Mandatory Benefits
Retirement $400
Taxes $200
Purchased Services  Multiple Detailed Codes $500
Supplies Multiple Detailed Codes $200
Capital Outlay Multiple Detailed Codes $1,000
TOTAL $10,000
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ﬁ Final Thoughts

It is difficult to make an apples-to-apples comparison
between traditional districts and PSAs

It is also difficult to identify trends among PSAs, even if they
share the same management company
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Final Thoughts

Why comparisons and identifying trends is challenging

* Financial data of most PSAs consist primarily of purchased services. These
are unable to be verified with audited financial statements.

 Management companies are not subject to the same financial reporting
and audit requirements of districts.
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Final Thoughts

Why comparisons and identifying trends can be challenging

 The number and type of services contracted varies, along with school location,
and number of students enrolled

Under current state reporting requirements, costs for the services provided to
PSAs in educational management agreements are reported together as

purchased services in financial reports, leading to a lack of detailed
information
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ﬁ Recommendation

The department is limited in its ability to fully analyze the sample
collected. Providing the data to researchers familiar with PSAs and

their operations would result in a more refined and informative
analysis.
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Questions?
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