State of Michigan
State Board of Education

Resolution on Charter School Transparency

WHEREAS, the State Board of Education is charged in the Michigan Constitution
with general oversight and supervision of public education in Michigan;

WHEREAS, Western Michigan University professor Dr. Gary Miron presented to the
State Board of Education (SBE) on April 13, 2021, regarding obstacles to receiving
documents from certain public school academy districts (hereafter referred to as
“charter schools” or “charter school districts”) in Michigan pertaining to their financial
structures and relationships with charter management organizations (CMOQOs);

WHEREAS, the State Board of Education voted on June 8, 2021 to prepare a
Freedom of Information Act (FOIA) request on charter school financial transparency;

WHEREAS, at the direction of the SBE, President Dr. Casandra Ulbrich sent a
Freedom of Information Act Request (FOIA) letter on January 5, 2022, to several
charter school districts and traditional public school districts pertaining to contracts
with third party vendors, including CMOs;

WHEREAS, Deputy Superintendent Kyle Guerrant, Financial Specialist Christopher
May, and Special Assistant to the State Superintendent Alisande Shrewsbury
presented to the SBE on September 13, 2022, regarding the responses to the FOIA
from the charter school districts and traditional public school districts, including a
summary of the documents received therefrom;

WHEREAS, there are 295 active charter school districts in Michigan, and at least
239 are run by for-profit corporations, with Michigan having a higher percentage of
charter schools run by for-profit CMOs than other states in the nation;

WHEREAS, many CMOs operate under a “sweep contract” whereby they assume
and manage the majority, if not all, of the charter school district’s operating
budget;

WHEREAS, CMOs use taxpayer dollars to manage charter schools, but CMOs are not
legally required to provide audited financial statements to the state or its
taxpayers, a legal limitation that prevents the public from understanding with the
same degree of specificity how the funds of traditional public school districts and
those afforded to public school academies are spent;

WHEREAS, many CMOs also engage in lease agreements with affiliated real estate
holding companies, in which the CMO has a connected relationship with the lessor,
some agreements resulting in contracts where 15% or more of the charter school’s
state school aid revenue is spent on lease agreements;


http://www.michigan.gov/documents/mde/Item_D_PPT_EMO-Virtual_reports_presentation_Miron_April_2021_724191_7.pdf
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.michigan.gov%2Fmde%2F-%2Fmedia%2FProject%2FWebsites%2Fmde%2FLinks2%2FInitial-Request-Letter---Example.pdf&data=05%7C01%7CAckleyM%40michigan.gov%7C2798585e132f4e27cf2708dad6db19e4%7Cd5fb7087377742ad966a892ef47225d1%7C0%7C0%7C638058533762696074%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=aFirST4LPbyB6eCzMh6RYjUJMXGHZQaPeSsUeVASagE%3D&reserved=0
https://www.michigan.gov/mde/-/media/Project/Websites/mde/State-Board/Meeting-Minutes/2022/Minute-links/09/Item-E-PPT-FOIA-Presentation-91322-FINAL.pdf

WHEREAS, in May 2013, the State Board of Education called for legislation
addressing excessive lease agreements between CMOs and charter school boards
resulting in unusually high profit margins for CMOs and their real estate holding
companies;

WHEREAS, In FY21, 90.4% of charter schools reported that more than 50% of the
school’s current operating expenditures were spent on purchased services (totaling
$1.3 billion in purchased services), resulting in those expenditures not being
reported and audited with the same level of detail provided for expenditures of
traditional school districts, and not subject to public disclosure under FOIA.

WHEREAS, in March 2022, H.B. 5846/S.B. 928 were introduced to require CMO
contracts to include annual audited financial statement provisions;

WHEREAS, in March 2022, H.B. 5853/S.B. 927 were introduced to require CMOs to
produce annual audited financial statements for authorizers to account for any fees
collected to oversee charters;

WHEREAS, in March 2022, H.B. 5856/S.B. 929 were introduced to require all
schools to post annual student recruitment costs;

WHEREAS, in March 2022, H.B. 5849/S.B. 936 were introduced to subject CMOs to
FOIA;

NOW, THEREFORE BE IT RESOLVED that, in light of the state legislature having
ended its current legislative session, the State Board of Education urges the
reintroduction and passage of the aforementioned bills in the next legislative
session; and

BE IT ALSO FURTHER RESOLVED that the State Board of Education urges legislation
that ensures charter schools and their CMOs are as transparent in the use of
taxpayer money as traditional public school districts by requiring that every CMO
(regardless of whether it is a for-profit or not-for-profit company) produce and
electronically post an audited report of its use of all public funds, including
information related to salaries, benefits, and contracts.

Adopted December 13, 2022


https://www.michigan.gov/mde/-/media/Project/Websites/mde/Year/2015/12/08/Final_SBE_Charter_School_Transparency_Recommendations.pdf?rev=6918bdf55acb4da295955d76cc02fa70
http://legislature.mi.gov/doc.aspx?2022-HB-5846
http://legislature.mi.gov/doc.aspx?2022-SB-0928
http://legislature.mi.gov/doc.aspx?2022-HB-5853
http://legislature.mi.gov/doc.aspx?2022-SB-0927
http://legislature.mi.gov/doc.aspx?2022-HB-5856
http://legislature.mi.gov/doc.aspx?2022-SB-0929
http://legislature.mi.gov/doc.aspx?2022-HB-5849
https://www.legislature.mi.gov/(S(sfdqhhmaosqlnumnhwxzsrbw))/mileg.aspx?page=getObject&objectname=2022-SB-0936
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