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FOUR FACTORS CAUSING OUR 
FINANCIAL CHALLENGE

1. Decreased State Funding due to 

COVID-19 Closure of Economy

2. Projected Decline in Enrollment

3. Increased Costs

4. Increased Expenses due to COVID-19 

mandated procedures and remediation 

of students after closure

5. Need to prepare for a “Second Wave”



1.  COVID 19 CLOSURE

As of May 12, 2020 Michigan (Lapeer 
County) has seen-

47,552 Cases of COVID-19 (177)

4,584 Deaths (30)

As of May 1, 2020 1,300,000 
Michiganders were unemployed and the 
state had paid out $5.62 billion in 
benefits since March!

“ While there is no clarity yet about the 
extent of deterioration in the state’s 
revenue base, the administration has said 
that our revenues combined in the General 
Fund/School Aid Fund could be below 
budgeted estimates by $1-$3 billion this 
fiscal year and between $1-$4 billion next 
fiscal year.”

-Joint MDE, MASA, MASB and MSBO Memo 
of 4/30/20



WHY DOES THIS AFFECT SCHOOL 
FUNDING?

Schools are funded through four sources:

1. Sales Tax

2. Income Tax

3. Property Tax

4. Grants on State and Federal Level

Schools are funded primarily by enrollment 
and then through grants which have various 
metrics for funding

Michigan Government Revenues have been 
severely reduced by the loss of spending 
associated with sales taxes (gasoline 
through consumer goods).  Additionally the 
state has paid out billions in unemployment 
relief and COVID-19 related 
measures/responses.  

We have no idea what will happen to grant 
funding due to the expenditures by 
government in other areas.



WHAT WILL THIS LOOK LIKE?

We have been told to expect anywhere from a 

$500 to a $650 cut in revenue per student.

This year funding was $8,111 a student.

The biggest cut since the new system was 

created in 1994 was in 2011 when the 

foundation grant dropped 7 percent, a $470 

cut of the $6,856 per-pupil funding.

“That cut was extremely 

hard for many school 

districts, many of which 

have never returned to pre-

2011 service levels…”

- Dr. Rice, MDE
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MAY BE EVEN WORSE

• Wayne Schmidt, R-Traverse City, said Monday that he has told school officials 

in recent meetings to “prepare for the worst” budget in decades — a possible 

cut in the per-pupil foundation grant schools receive of 20 to 25 percent in the 

2020-21 state budget, which must be approved before Oct. 1.

• A 25 percent cut is equivalent to a loss of about $2,000 from the roughly 

$8,000 schools received per enrolled student this year.

- Bridge, May 11, 2020



IF THINGS ARE SO BAD, WHY ARE 
YOU BUILDING A PARKING LOT?

The funding to expand the Orchard Primary Parking Lot and to finish fixing the 

service drive is from what is called a sinking fund.

Sinking funds can only be used on capital projects and repairs, you cannot pay 

salaries with them, or textbooks , etc…

Current sinking fund, which was approved by the voters, has five years left and 

brings in revenues close to $ 330,000 annually.



2.  PROJECTED DECLINING 
ENROLLMENT

$ 202,775 LOSS IN FUNDING

2019-2020 

1,464 Total Students

We beat our projected enrollment due to 
stronger than anticipated school of choice 
numbers.  We had twenty-one new students, 
mainly from Dryden (17).

2020-2021 

1,434 Total students

We anticipate being down twenty-five 
students due to enrollment K-12 (February 
2020 count was 1,444 students).

We are graduating 140 seniors and we expect 
a kindergarten of 110 (with 22 
“Begindergarteners”).



3.  ADDITIONAL INCREASED COSTS

Utilities- Last year DTE was approved for a 

7% rate increase and was authorized to 

raise rates an addition $144 million starting 

May 15, 2020.

Generally we budget for utilities to increase 

up to 10% annually.

Increased expenses in custodial and cleaning 

supplies can be expected as a result of 

anticipated hygiene procedures when 

school reopen.



4.  OTHER POTENTIAL COSTS

If schools reopen with social distancing 
requirements, expenses could double as class 
sizes, staffing, lunches, buses, etc… will all 
require changes

A typical classroom would be able to house 
twelve to fifteen socially distanced students

No idea how students enrollment will count if 
medically fragile students cannot return to a 
school building

Students will have been out of the most 
effective instruction model for six months 
when we return.  Remediation in classes will 
be essential.



5.  PREPARING FOR A 
SECOND WAVE INFECTION

Second Wave Infections occur when a 
virus or pathogen which had been under 
control sees a second increase in cases due to 
many possible factors (end of a lockdown, 
weather, etc…)

Second waves do not always happen and are 
not always worse than the first wave, but they 
can be.

Schools could open in the fall and then close 
again if a second wave were to occur.



SOME GOOD NEWS

Between Federal CARES funding, which can not be used to assist our general 

fund, our ability to modify the use of grant carryovers and thanks to our 

generous partners at L&L, we could be prepared for a second round of closures if 

they occur in the fall with the purchase of software, Chromebooks and teacher 

training.  This will also assist with snow days.



THE 2019-2020 BUDGET

We had some significant savings due to the shutdown which included busing, fuel, substitute 
teachers, supplies and materials.  We also carried over some grant funding.  Overall we saved 
$206,278 due to the shutdown.

However, if the State reduces our Aid Payment in June, this would adversely impact these savings.

Our meal distribution and distance learning did not adversely affect the budget.

Our greatest expenses, salaries and benefits, were still paid due to the Governor's Executive 
orders.



THE 2020-2021 BUDGET

We will seek to close our Projected Gap through five areas:

1. Personnel Reductions

2. Wage and Benefit Concessions

3. Reduced Services

4. Reduced Programming

5. Using our Fund Balance 



1.  EXPENSES FOR ACS-
83% PERSONNEL

Expenses- ACS

Personnel All Other Expenses



PERSONNEL CUTS

Staffing reductions at every school, department and central office in personnel or 

hours worked or in compensation.    

Tasked directors and principals to develop and submit lists.

None of these are easy- we have been cutting for four years to stabilize our fund 

balance and right size classes.  All cuts in these areas will hamper district 

functions and student opportunities.
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WHAT MIGHT THIS LOOK LIKE?

Layoffs and reductions to part time for teachers

Larger class sizes

Multi-age classes at elementary level

Elimination of accelerated classes at AHS (Advanced Placement) or staggering of 

some options to bi-annual availability



WHAT MIGHT THIS LOOK LIKE?

We can cancel all non-essential (Michigan Merit Curriculum required) classes 

Need to provide enough to meet prep time requirements in teacher contracts.

Cannot replace with on-line options- in some cases this would actually cost 

more because of how the state formulates payment.



2.  CONCESSIONS FROM 
EMPLOYEES

If employee groups make contract concessions this lowers the cost of employing 

these individuals.  

In most cases this will require negotiations with bargaining units.

Could take the form of reduced salary, reduced benefits or changes in work 

conditions within contracts.



3.  REDUCED SERVICES

Largest Areas are Athletics and Transportation

Athletics- Not required to provide to receive state aid.  They cost $321,022 last year 
(offset by pay-to-participate and gate fees of $88,800) for a total of $232,202.

Transportation- Only required for select special populations.  Total cost last year was 
$1,063,587.00 of that $784,703 is general education costs while $63,397 was from 
athletics, band and choir trips.

One or both could be reduced or cancelled.



4.  REDUCED PROGRAMS

Eliminate extracurricular activities for students for which employees are paid as 

sponsors or school funds are used to support programs.

Could be required to be self-funded, as many clubs are now.

Could seek volunteer sponsors who are uncompensated, or work through 

boosters and our parent organizations for funding.



5.  USING THE FUND BALANCE

We are required by Board of Education Policy (6220) to maintain a 7% fund 

Balance

I suggest reducing this requirement to 5%

Would allow us to use $ 520,000 for the budget

One time option, the following year (2021-2022) could be worse than this year.



INITIAL DIVISION OF REDUCTIONS

$500,000 
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UNKNOWNS

We do not have a Final School Aid Budget!  

Enrollment may be influenced by COVID-19, but how?

Cuts which we make, but nearby districts avoid could lead to 

a migration of students to other schools.  

Programs we protect, which others cut, could help us in the 

other direction.



WHAT CAN COMMUNITY MEMBERS 
DO- CONTACT STATE OFFICIALS

Michigan Governor

Gretchen Whitmer

https://www.michigan.gov/whitmer/0,9309,7-387-
90498_90663---,00.html

State Senators

Macomb District 8, Pete Lucido

https://www.senatorpetelucido.com/

Oakland Addison District 14, Ruth Johnson 

SenRJohnson@senate.michigan.gov

St. Clair and Sanilac District 25, Dan Lauwers

https://www.senatordanlauwers.com/

Lapeer, Bay and Tuscola District 31, Kevin Daley

https://www.senatorkevindaley.com/

State Representatives

District 33 Macomb County, Jeff  Yaroch

http://gophouse.org/representatives/southeast/yaroch/

District 36 Macomb County, Douglas Wozniak

https://gophouse.org/representatives/southeast/wozniak/

District 46 Oakland County, John Reilly

http://gophouse.org/representatives/southeast/reilly/

District 81 St. Clair County, Gary Eisen

https://gophouse.org/representatives/thumb/eisen/

District 82 Lapeer County, Gary Howell

https://gophouse.org/representatives/thumb/howell/cont
act/

https://www.michigan.gov/whitmer/0,9309,7-387-90498_90663---,00.html
https://www.senatorpetelucido.com/
mailto:SenRJohnson@senate.michigan.gov
https://www.senatordanlauwers.com/
https://www.senatorkevindaley.com/
http://gophouse.org/representatives/southeast/yaroch/
https://gophouse.org/representatives/southeast/wozniak/
http://gophouse.org/representatives/southeast/reilly/
https://gophouse.org/representatives/thumb/eisen/
https://gophouse.org/representatives/thumb/howell/contact/


CONTACT FEDERAL GOVERNMENT

US Representative Mitchell

https://mitchell.house.gov/contact

US Senator Peters 

https://www.peters.senate.gov/

US Senator Stabenow

https://www.stabenow.senate.gov/contact

US President Trump

https://www.whitehouse.gov/contact/

https://mitchell.house.gov/contact
https://www.peters.senate.gov/
https://www.stabenow.senate.gov/contact
https://www.whitehouse.gov/contact/

