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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

June 6, 2024

Jazz Parks, Superintendent
Ann Arbor Public Schools
2555 S State St

Ann Arbor, Ml 48104

Subject: Ann Arbor Public Schools - 2024 Declaration of Potential Fiscal Stress
Dear Superintendent Jazz Parks,

Pursuant to The Michigan Revised School Code (“School Code”) Section 1219, MCL §380.1219, the
Michigan Department of Treasury (“Treasury”) has the authority to determine whether “potential fiscal
stress” exists within a school district or academy. The determination of potential fiscal stress under
section 1219 is not a trigger for preliminary review under the Local Financial Stability and Choice Act,
Public Act 436 of 2012, as amended (“PA 436" or the “Act”) and is not presumptive evidence that a
financial emergency (as defined in the Act) will be declared for your district in the future should a review
under the Act be required.

Notwithstanding, findings of potential fiscal stressunder section 1219 is an early warning that authorizes
Treasury to require school districts to take additional corrective measures in coordination with our
department to mitigate further erosion of the financial conditions that could contribute to a future
finding of a financial emergency if not addressed.

Treasury recently imported your district’s data into our fiscal projection model using historical Financial
Information Database (FID) data. The review projected a deficit for Ann Arbor Public Schools within the
current or subsequent two fiscal years. On February 15, 2024, Treasury requested a Corrective Action
Plan to explain the projected deficit. The District had the opportunity to discuss corrective actions that
had been implemented to restore the fund balance or state an explanation for the decrease in general
fund balance.

Treasury received the District’s response on April 15, 2024. Staff reviewed the supplemental financial
data and the District’s Corrective Action Plan to determine whether potential fiscal stress existed in the
school district or academy. At this time, the Department is declaring that the potential for fiscal stress
exists as defined by MCL §380.1219 due to the likelihood of a deficit rising in the next two years.

Pursuant to MCL § 380.1219(5), the District has 60 days to either contract with an Intermediate School
District to perform an administrative review or submit periodic financial status reports to Treasury. If
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you do not contract with an ISD to perform an administrative review, Treasury will work closely with the
District in providing technical assistance and support, peer to peer comparison data, assistance with
developing long-term financial plans, and other support to resolve potential fiscal stress. More
information regarding the two options is provided as attachments to this communication.

Treasury views this as an opportunity to work closely with your District to provide technical support and
additional resources to avoid future decline in fund balance. For example, other districts and academies
have utilized our office for strategic planning, data research for decision making, financial analysis and
projections, board training, etc. Our goal is to provide districts and academies with the support needed
to improve financial stability as quickly as possible.

If you have any questions or require further assistance, please do not hesitate to contact our office
directly at OSRFA@michigan.gov.

Attachments:
Attachment 1 — Financial Reporting Requirements - Administrative Review Option
Attachment 2 — Financial Reporting Requirements - Periodic Reporting Option

Sincerely,

E-SIGNED by Kevin Smith
on 2024-06-05 11:54:57 EDT

Kevin Smith, Deputy State Treasurer
Michigan Department of Treasury
School Review and Fiscal Accountability

cc:
Darci Francoeur, Director of Finance, Ann Arbor Public Schools
Michael Rice, State Superintendent, Michigan Department of Education
Phil Boone, Director, State Aid and School Finance, Michigan Department of Education
Jeff Irwin, State Senator, Michigan Senate
Felicia Brabec, State Representative, Michigan House of Representatives



Attachment 1

Financial Reporting Requirements -Administrative Review Option

Pursuant to MCL 380.1219 (5) Subject to subsection (16), if the state treasurer declares under subsection
(3) that the potential for fiscal stress exists for a school district or public school academy, the governing
body of the school district or public school academy may choose to establish a contract with an
intermediate school district to perform an administrative review of the financial status of the school
district or public school academy. An intermediate school district that is working with a school district or
public school academy to establish a contract under this subsection shall consult with the department
of treasury on the development of the contract.

The school district must enter into a contract within 60 days after receiving the notification of declaration
from Treasury. The administrative review process comprises two parts:

1. A comprehensive examination of the school district’s finances and the issuance of recommendations
to improve the financial position of the school district.
2. Implementation of recommendations made by the ISD.

The administrative review must include:

1. Anexamination of financial practices, including at least an examination of the school districts
compliance with the uniform budgeting and accounting act, 1968 PA 2, MCL 141.421 to 141.440a3,
budget to actual expense report monitoring, and budget amendment practices after budget
adoption.

2. An examination of staffing and a comparison of staffing to other school districts as applicable.

3.  Anexamination of wages and a comparison of wages to other school districts in the area, as
applicable.

4.  An examination of benefit costs as a percentage of wages and a comparison of benefit costs as a
percentage of wages to other school districts in the area, as applicable.

5.  Aschool building student capacity utilization review.

6. An examination of non-instructional costs by function and a comparison of those costs to other
school districts, as applicable.

7. Areview of enrollment projection methods and history.

8.  An examination of deferred maintenance and capital investment needs. Capital investment needs
include technology equipment and technology infrastructure needs.

9. An examination of substitute costs, worker’s compensation costs, unemployment compensation
costs and forecasts, and a review of other insurance programs.

10. An examination of pupil transportation costs and routing.

11. An examination of the current and future costs of existing bargaining agreements.

12. An examination of the district’s current debt obligations, including debt payment schedule.

The ISD will issue recommendations to the school district concerning those steps the school district should
consider to avoid deficit after the comprehensive review is complete. Thereafter, the ISD shall be required
to submit quarterly reports on the status of the implementation of recommendations.



Attachment 2

Financial Reporting Requirements - Periodic Reporting Option

Pursuant to MCL 380.1219 (8) Subject to subsection (9), the state treasurer may require a school district,
intermediate school district, or public school academy to submit periodic financial status reports under this
section if all of the following occur:

The state treasurer has declared under subsection (3) that the potential for fiscal stress exists for the school
district, intermediate school district, or public school academy.

More than 60 days have passed since the school district, intermediate school district, or public school
academy was notified of the declaration as required under subsection (4)(a).

For a school district or public school academy, that school district or public school academy has not
established a contract with an intermediate school district in the time and manner required under subsection
(5), has rescinded a contract with an intermediate school district under subsection (5)(j), or has had its
contract with an intermediate school district under subsection (5) rescinded by the intermediate school
district under subsection (5)(j).

The school district, intermediate school district, or public school academy has not had a positive general fund
balance of at least 5% of total general fund revenues for each of the 2 most recently completed school fiscal
years.

The school district, intermediate school district, or public school academy has had a declining general fund
balance in 1 or both of the 2 most recently completed school fiscal years.

The school district, intermediate school district, or public school academy is not required to submit a deficit
elimination plan or an enhanced deficit elimination plan under section 1220.

Periodic reporting allows Treasury to monitor the school district’s financial status. Treasury may require a school
district to submit periodic financial status reports if all of the following occur:

1.
2.

Treasury has declared potential for fiscal stress exists for the school district.

The school district does not have an agreement with an ISD to perform an administrative review within 60
days.

The school district has not had a positive general fund balance of at least 5% of total general fund revenues for
each of the 2 most recently completed school fiscal years.

The school district has had a declining general fund balance in 1 or both of the 2 most recently completed
school fiscal years.

The school district is not required to submit a deficit elimination plan or an enhanced deficit elimination plan
under section 1220.

A school district required to submit periodic financial status reports shall do all of the following:

1.

4.
5.

Submit a periodic financial status report in the form and manner and on the periodic basis prescribed by
Treasury, after approval by the governing body of the school district.

Transmit a copy of each periodic financial status report required under this section to the members of its
governing body.

Provide Treasury with other financial data or information relating to the financial conditions of the school as
requested by Treasury.

Allow Treasury to examine financial records and books of account of the school district.

Promptly and fully provide the assistance and information necessary and properly requested by Treasury.

The school district will no longer be required to submit periodic reporting if Treasury determines that the
potential for fiscal stress no longer exists.



Michigan Department of Treasury
Financial Health Status Report
Source: Financial Information Database

81010 Ann Arbor Public Schools
Enrollment 2017 2018 2019 2020 2021 2022 2023
Fall Count (FTE) 17,500.96 17,728.59 17,962.21 17,897.81 17,262.63 16,833.04 16,796.58
Change 345.09 227.63 233.62 (64.40) (635.18) (429.59) (36.46)
Percent Change 2.01% 1.30% 1.32% -0.36% -3.55% -2.49% -0.22%
3 Year Weighted Average 1.98% 1.47% 1.35% 0.06% -2.67% -2.59% -0.84%
Finance 2017 2018 2019 2020 2021 2022 2023
Revenue S 234579447 |S 254,727,274 |S 256,379,018 | S 261,873,953 | $ 275,135,678 | S 293,046,362 | $ 310,552,858
Expenditure S 236,206,717 | S 256,247,774 | S 257,196,424 | S 259,688,138 | S 272,637,847 | S 295,590,374 | $ 317,359,976
Rev-Exp S (1,627,270)| S (1,520,500)| S (817,406)| S 2,185,816 | S 2,497,832 | S (2,544,012)| S (6,807,118)
Fund Balance S 19,880,750 | S 18,360,250 | S 17,542,844 | S 19,728,659 | S 22,226,491 | S 19,682,479 | 12,875,365
% Revenue 8.48% 7.21% 6.84% 7.53% 8.08% 6.72% 4.15%
Ratios 2017 2018 2019 2020 2021 2022 2023
Rev/Pupil S 13,404 | $ 14,368 | $ 14,273 | $ 14,632 | $ 15,938 | $ 17,409 | $ 18,489
Rev/Exp 0.99 0.99 1.00 1.01 1.01 0.99 0.98
Graduation Rate 89.66%
Dropout Rate 3.23%
Staffing 2017 2018 2019 2020 2021 2022 2023
Total (FTE) 1,929.12 2,251.51 2,642.85 2,607.14 2,582.17 2,532.14 2,634.38
Administrators 95.50 117.90 131.12 126.77 125.76 133.82 148.80
Teachers 927.27 1,115.55 1,138.43 1,167.52 1,194.15 1,209.63 1,194.23
Paraprofessional/Aides 258.29 281.51 327.50 372.10 349.60 348.30 350.90
Non-Instructional 648.06 736.55 1,045.80 940.75 912.66 840.39 940.45
Staffing Percent Change 1.15% 16.71% 17.38% -1.35% -0.96% -1.94% 4.04%
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