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MDE & Treasury’s role regarding Financially Distressed Schools
Early Warning
(Treasury)
• Employ a
proactive
approach to
prevent deficits
• Evaluate budget
assumptions
• Identify potential
fiscal stress using
various financial
metrics
• Identify schools
that are unable to
meet current
financial
obligations

Preliminary Review
& EDEP (Treasury)

DEP (MDE)
• Michigan
Department of
Education
maintains the
DEP Process
• DEP less than 5
years

• Conduct
preliminary
reviews
• May require the
submission of
an EDEP
• As a condition
of approving an
EDEP, may
require FRA
between
district and
Treasury
• Monitor
monthly

PA 436 (Treasury)
• Critical financial
circumstances
are identified
• Four options:
• Consent
Agreement
• Emergency
Manager
• Neutral
Evaluation
• Bankruptcy
(Chapter 9)
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What does the timeline look like?

Early Warning Timeline
•
Treasury receives budget assumptions from CEPI
Evaluate budgetary assumptions

•
•

•

1st – Audits due to MDE and
FID data due
Budget reviews after fall
count

•

Request corrective action plans for
district identified in projection
model
•

•

30TH - Fiscal year end

JUN

•
•

•

JUL

7th – Districts submit budgetary
assumptions to CEPI
Treasury reviews original budgets

AUG

•

1st

OCT

Wednesday –
Fall count day

NOV

•
•

DEC

JAN

Treasury receives FID
data and MDE audits
Build projection model

FEB

•
•
•

1st – Report of deficits incurred or
projected due
Budget reviews after spring count

MAR

2nd Wednesday – Spring count day
Identify districts with potential
financial stress
Notify districts within 14 days
after identification

* Treasury will monitor enrollment, budgets, audits, or any other financial information for potential fiscal stress
throughout the year
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How Does Treasury Project a Deficit?
Treasury works with the team at CEPI to get the FID data as soon as possible:
 As soon as the data is available, our projection model is populated with the latest data including the Fall
count numbers and all audited major financials
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How is the “Early Warning” list of schools identified?

Early Warning – Projection Model
 3 year weighted average to identify trends
• 75% most recently completed fiscal year, 20% previous year, 5% second previous year
• 92% accuracy rate when applied to historical data from 2005 to 2017
 This model projects the fund balance for the current and following 2 fiscal years
 Treasury continuously reviews current budgets to identify potential fiscal stress

5

Early Warning – Corrective Action Plans
 Happens after the identification of potential fiscal stress, but before the
declaration of potential fiscal stress
 Corrective action plans ARE NOT included in the legislation.
If the glass is half full:

If the glass is half empty:

Proactive

Reactive

Viewed as a district opportunity

Viewed as a Treasury Requirement

Includes a useful combination of
numbers and narrative on a
variety of major items.

Is more narrative focused and
narrow in scope.
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Early Warning – Corrective Action Plans
 How does OSRFA view corrective action plans?
 They are a way for districts to “talk themselves off the list”
 What are we looking for?
 Via Statute: 2015 PA 109 (5) (d) (i-xi)  Via human-style words:
A combination of Numbers and
narrative that accurately
explains the district’s financial
position.
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Early Warning – Corrective Action Plans
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Corrective Action Examples - Good

9

Corrective Action Examples - Questionable
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Corrective Action Examples – Highly Questionable
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If the corrective action is substantial and proactive
If fiscal stress is not declared after receiving a corrective action plan/explanation:
 Treasury follows up to ensure the school district or public school academy is meeting all objectives of its
corrective action plans.
 Treasury routinely monitors enrollment, budgets, audits, and other financial information for potential
fiscal stress.
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What happens if Treasury declares fiscal stress?

Early Warning – Next Steps
If fiscal stress is declared:
Treasury is statutorily required to do the following, not less than 14 days after declaring the potential for fiscal stress
exists:
 Notify the governing body of the district, ISD, or PSA that the potential for fiscal stress exists; and
 That it may establish a contract with an ISD to perform an administrative review of the financial status of
the district or PSA (within 60 days of initial notification).
As part of a contract, an ISD or Authorizer would have to do all of the following:
 Complete the administrative review within 90 days of entering the contract and issue recommendations.
 Present the recommendations at the next scheduled public meeting of the school district or PSA.
 Send recommendations and submit quarterly reports to Treasury.
In lieu of the above-mentioned ISD or Authorizer option, the State Treasurer may require the school district to
submit periodic financial status reports.
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How many districts have been identified?

Early Warning – Results
Projection Model
Fiscal Requested Corrective Declared Potential Remaining
Year
Action Plan
Fiscal Stress
Districts
2015-16
75
18
3
2016-17
50
8
3
2017-18
51
7
7

Out of the 35 districts declared to have
potential fiscal stress, only 14 remain:
• 16 improved
• 4 incurred deficits
• 1 closed

176 Total – 141 Unique Districts

Budget Review
Fiscal Requested Corrective Declared Potential Remaining
Year
Action Plan
Fiscal Stress
Districts
2015-16
30
1
0
2016-17
26
1
1

Of the districts found to have potential
fiscal stress:
•
•

62% chose periodic reporting
38% chose administrative review
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What is the preliminary review process?

Preliminary Review Flowchart
1 of 4 options under P.A.
436 is selected
Financial Emergency
Declared

1) Consent Agreement
2) Emergency Manager
3) Neutral Evaluation

Probable Fiscal
Stress Confirmed

Preliminary Review

Governor's
Determination

P.A. 436 Review
Team Process

Emergency Loan
Board (ELB)

No Probable Fiscal
Stress
(Fiscal Stress is
manageable)

EDEP (if DEP is
longer than 5 years)

No Financial
Emergency
Declared

4) Chapter 9 Bankruptcy

(Complete MDE
DEP or Treasury
EDEP)

Financial Recovery
Agreement (FRA) if
necessary
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District Outreach
The office is looking to employ two major tools to assist districts in rectifying their financial stress.
1. Peer Comparison Tool
A tool, sortable by attendance, free and reduced lunch percentage, and the urban/sub/rural delineation.
Pulled directly from CEPI (FID and MySchoolData). The toll compares any district to like district based on sliding
scales (to fine tune a peer group)
The tool pulls data in the following categories:
Staffing
Wages and Benefits
Expenditures by Function Code

2. Financial Assistance
Developing systems for districts to qualify for direct financial assistance from the Office.
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District Outreach – Peer Comparison
We can set any parameters in
Free and Reduced Lunch.
EX: .05 for a district at 25% FRL
would include all districts
between 20 and 30%

Type in any district Code, or search
districts by ISD or Authorizer

Similarly, we can set any
enrollment percentage we
choose. For most districts
between 500 and 7,000 kids,
adequate peers groups can be
made with only a 5% range.
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District Outreach – Peer Comparison

We see both their numbers, and then an
average of their peers, and a listing of
peers individually (to weed outliers as
needed).

We then break down by
individual positions. This
sample district has 0.3% more
students, but 25% more
teachers.
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District Outreach – Peer Comparison

Able to take a deeper dive into salary

So, while this District is 25%
higher in total teachers, their
teachers are making roughly
83% of their peers.
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District Outreach – Peer Comparison
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For more information:
Visit our website: Michigan.gov/OSRFA
OR Contact:
Outreach, School Review, and Fiscal Accountability
Michigan Department of Treasury
OSRFA@Michigan.gov
Michael Wrobel, Manager
Jake Brower, Financial Analyst
Sarah Spitzley, Student Assistant

WrobelM@Michigan.gov
BrowerJ@Michigan.gov
SpitzleyS3@Michigan.gov
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