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Independent Auditors’ Report 

 
To the Board of Directors and Administration 
Academic and Career Education Academy 
Midland, Michigan 
 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the major fund, and the aggregate remaining fund information 
of Academic and Career Education Academy, as of and for the year ended June 30, 2020, and the related notes to the financial statements, which 
collectively comprise the Academy’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.  

Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental 
activities, the major fund, and the aggregate remaining fund information of Academic and Career Education Academy, as of June 30, 2020, and the 
respective changes in financial position for the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Other Matters: 

Required Supplementary Information  

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and budgetary 
comparison information, identified in the table of contents, be presented to supplement the basic financial statements. Such information, although not 
a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information, because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Supplementary Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Academic and Career Education 
Academy’s basic financial statements. The Fiduciary Funds - Agency Fund Statement of Changes in Amounts Due to Student Groups, as identified 
in the table of contents, are presented for the purpose of additional analysis and is not a required part of the basic financial statements. The Fiduciary 
Funds - Agency Fund Statement of Changes in Amounts Due to Student Groups, is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial statements. The Fiduciary Funds - Agency Fund 
Statement of Changes in Amounts Due to Student Groups has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the Fiduciary Funds - Agency Fund Statement of Changes 
in Amounts Due to Student Groups, as identified in the table of contents, is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated August 28, 2020 on our consideration of Academic and 
Career Education Academy 's internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
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contracts, and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Academic and Career 
Education Academy’s internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering Academic and Career Education Academy’s internal control over financial reporting and 
compliance. 
 

 
Midland, Michigan 
August 28, 2020 
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Academic and Career Education Academy (Academy) is a grades 9 - 
12 public school academy in Midland County, Michigan and 2019-20 
was the fourteenth year of operation and implementation of 
Governmental Accounting Standards Board Statement 34 (GASB 34) 
with the enclosed financial statements. The Management’s Discussion 
and Analysis, a requirement of GASB 34, is intended to be the 
Academy’s management’s discussion and analysis of the financial 
results for the fiscal year ended June 30, 2020. 
 
This financial report is presented in the format required by the 
Governmental Accounting Standards Board (GASB) in their Statement 
Number 34 issued in June of 2000. Required comparative information 
is available, and the financial statements are prepared according to 
GASB 34 guidelines.   
 
Overview of Financial Statements 
 
The annual report consists of three parts: management’s discussion and 
analysis (this section), the basic financial statements, and the required 
supplementary information.  Generally Accepted Accounting Principles 
(GAAP) according to GASB 34 now requires the reporting of two types 
of financial statements: Academy-wide Financial Statements and Fund 
Financial Statements.   
 
Academy-wide Financial Statements 
 
The academy-wide statements provide a perspective of the school as a 
whole.  These statements use the full accrual basis of accounting similar 
to private sector companies.  There are two academy-wide statements: 
the Statement of Net Position and the Statement of Activities. 
 
The Statement of Net Position (page 4-1) combines and consolidates 
the governmental fund current financial resources (short-term 
spendable resources) with capital assets, regardless of whether they 
are currently available or not. 
 
 

 
Consistent with the full accrual basis method of accounting, the 
Statement of Activities (page 4-2) accounts for current year revenues 
and expenses regardless of when cash is received or paid.  The intent 
of this statement is to summarize and simplify the user’s analysis of the 
costs of various district services. 
 
When analyzed together, the two statements help the reader determine 
whether the Academy is financially stronger or weaker as a result of the 
year’s activities.  These statements reveal that the Academy is 
financially stronger at the end of the 2020 fiscal year. 
 
Fund Financial Statements 
 
The fund financial statements are reported on a modified accrual basis.  
Only those assets that are “measurable” and “currently available” are 
reported.  Liabilities that are to be paid with current financial resources 
are recognized. These statements focus on individual parts of the 
Academy rather than Academy as a whole. 
 
The fund statements are formatted to comply with the legal 
requirements of the Michigan Department of Education’s “Accounting 
Manual.”  In the State of Michigan, the district’s major instructional 
support activities are reported in the General Fund.  Additional activities 
are reported in their relevant funds.   
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SUMMARY OF NET POSITION: 
 
The following summarizes the Academy’s net position at fiscal year 
ended June 30.  
  

2020 2019
Assets

Current assets 355,538$          315,493$          

Liabilities
Current liabilities 71,118              60,759              

Net position
Restricted for food service 4,080                3,410                
Unrestricted 280,340            251,324            

         Total net position 284,420            254,734            

 
 
Analysis of Financial Position: 
 
During the fiscal year ended June 30, 2020, the Academy’s net position 
increased by $29,686. Revenues from General Fund operations 
exceeded expenditures by $29,016, for the fiscal year ended June 30, 
2020.  See the section entitled Results of Operations, below, for further 
discussion on General Fund operations. 
 
 
 
 
 
 
 
 
 
 
 
 

 
Results of Operations: 
 
Revenues 
  

2020 2019
Program Revenues

Charges for services 11,479$            16,372$            
Operating grants and contributions 176,402            150,031            

General Revenues
State aid- unrestricted 768,893            855,454            
    Interest earnings 3                       -                    
Other 32,860              204                   

             Total revenues 989,637$          1,022,061$       

 
 
Expenses 
  

2020 2019
  Instruction 366,835$          423,139$          
  Supporting services 582,259            553,742            
  Community services 45                     364                   
  Food services 10,812              16,466              
     
               Total expenses 959,951            993,711            

     Change in net position 29,686              28,350              

   Net position- beginning 254,734            226,384            

   Net position - ending 284,420$          254,734$          
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Revenues: 
 
State of Michigan Unrestricted Aid (State Foundation Grant) 

 
The State of Michigan unrestricted aid is determined by the following: 

 
a. State of Michigan State Aid Act per student foundation 

allowance. 
b. Student Enrollment – As a Public School Academy, enrollment 

for the year ended June 30, 2020, was based on enrollment 
blended at 90% of current year’s fall count and 10% of last year’s 
winter count. 

 
Per Student, Foundation Allowance: 
 
Annually, the State of Michigan establishes the per student foundation 
allowance.  The foundation allowance for the Academy was $8,111 per 
pupil for fiscal year 2020.  The per-pupil amount increased $240 over 
fiscal year 2019. 

 
Student Enrollment 
 
The blended student count is based on 90% of the Academy’s October 
2019 count of 94 and 10% of the February 2019 count of 99. Section 25 
funds added additional FTE to the 2019-20 student count. 
 
Operating Grants 
 
The Academy received $176,402 in operating grants during the fiscal 
year.      
 
 
 
 
 
 
 

 
Charges for Services 
 
Food service fund revenue amounted to $11,482 during 2019-2020. 
Federal portion of the food service revenue was to $9,793, which was 
received for meal reimbursements. 
 
Expenses: 
 
Academy-wide expenses totaled $959,951 for fiscal year 2020.   
 
General Fund Budget vs. Actual Revenues & Expenditures 
 
The Uniform Budget Act of the State of Michigan requires that the local 
Board of Education approve the original budget for the upcoming fiscal 
year prior to July 1, the start of the fiscal year. 
 
Typically, the Academy amends the budget twice per fiscal year.  Once 
in the fall to incorporate changes in grants and actual student count and 
also a second time usually in June, to incorporate a more accurate 
reflection of expense allocations. In fiscal year 2020, the budget was 
amended in June. 
 
General Fund Revenues 
 

Total revenues original budget 1,004,677$       
Total revenues final budget 1,039,590         
Total revenues actual 978,155            
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Decrease in Revenues vs. Budget 

 
The Academy’s actual general fund revenue were less than the final 
budget by $61,435, a variance of 6%. 
 
The Academy experienced a decrease in revenue of $27,534 or a 3% 
increase from the fiscal year 2019. Increase due to an increase in per 
pupil funding. 

 
 
General Fund Expenditures 
 

 

Total expenditures original budget 1,024,968$       
Total expenditures final budget 1,019,933         
Total expenditures actual 949,139            

 
 
Decrease in Expenditures vs.  Budget 

 
The Academy’s actual general fund expenses were less than the final 
budget by $70,794, a variance of 7%. 

 
Careful monitoring of overall expenditures contributed to the final budget 
exceeding actual expenditures.  Expenses decreased by 3% from the 
previous fiscal year. Decrease due to decrease in transportation and 
rent due to COVID-19 in PP funding. 

 

 
Economic Factors and Next Year’s Budget  
 
We considered many factors when setting the Academy’s 2019-20 year 
budget. Since most of the Academy’s revenue is derived from the per 
pupil foundation allowance, student enrollment as reported in the 
blended count is one of the key factors in forecasting revenue.  Once 
the final student count is known in late October, State law requires the 
district to amend the budget if actual revenues will vary significantly from 
those originally appropriated.   
 
 
Since the Academy’s revenue is heavily dependent on State funding 
and the health of the State’s School Aid Fund, actual revenue received 
depends on the State’s ability to collect revenues to fund its 
appropriation to school districts. The 2020-21 budget plans for a  
foundation allowance of $7,411 per pupil.  The District is projecting an 
October count of 100 and budgeted expenses were decreased 
according to anticipated needs. 
 
Requests for Information 
 
This financial report is designed to provide our citizens with a general 
overview of the Academy’s finances.  If you have questions about this 
report or would like additional information, contact Academic and Career 
Education Academy.  

   
 



 

 

 

BASIC FINANCIAL STATEMENTS  
 



Governmental
Activities

Assets
Cash 182,358$         
Accounts receivable 9,000               
Due from other governmental units 144,235           

Total assets 335,593           

Liabilities
Accounts payable 67,837             

Net position
Restricted for

Food service 4,080               
Unrestricted 263,676           

Total net position 267,756$         

Academic and Career Education Academy
Statement of Net Position

June 30, 2020

See Accompanying Notes to the Financial Statements
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Net (Expense)
Operating Capital Revenue and

Charges for Grants and Grants and Changes in
Expenses Services Contributions Contributions Net Position

Functions/Programs
Governmental activities

Instruction 366,835$       -$               113,957$       -$               (252,878)$      
Supporting services 582,259         -                 62,445           -                 (519,814)        
Food services 10,812           11,479           -                 -                 667                
Community services 45                  -                 -                 -                 (45)                 

Total governmental activities 959,951$       11,479$         176,402$       -$               (772,070)        

752,229         
3                    

32,860           

Total general revenues 785,092         

Change in net position 13,022           

254,734         

267,756$       

Program Revenues

Academic and Career Education Academy
Statement of Activities

For the Year Ended June 30, 2020

Net position - beginning

Net position - ending

State aid - unrestricted
Interest and investment earnings
Other

General revenues

See Accompanying Notes to the Financial Statements
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Nonmajor
Governmental

Fund - Total
General Food Service Governmental

Fund Fund Funds

Assets
Cash 181,753$        605$               182,358$        
Accounts receivable 9,000              -                  9,000              
Due from other governmental units 144,041          194                 144,235          
Due from other funds -                  3,281              3,281              

Total assets 334,794$        4,080$            338,874$        

Liabilities and fund balance
Liabilities

Accounts payable 67,837$          -$                67,837$          
Due to other funds 3,281              -                  3,281              

Total liabilities 71,118            -                  71,118            

Fund balance
Restricted for food service -                  4,080              4,080              
Unassigned 263,676          -                  263,676          

Total fund balance 263,676          4,080              267,756          

Total liabilities and fund balance 334,794$        4,080$            338,874$        

Academic and Career Education Academy
Governmental Funds

June 30, 2020
Balance Sheet

See Accompanying Notes to the Financial Statements
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Nonmajor
Governmental

Fund - Total
General Food Service Governmental 

Fund Fund Funds
Revenues
Local sources 83,041$          491$               83,532$          
State sources 827,731          1,198              828,929          
Federal sources 50,719            9,793              60,512            

Total revenues 961,491          11,482            972,973          

Expenditures
Current

Education
Instruction 366,835          -                  366,835          
Supporting services 582,259          -                  582,259          
Food services -                  10,812            10,812            
Community services 45                   -                  45                   

Total expenditures 949,139          10,812            959,951          

Net change in fund balance 12,352            670                 13,022            
Fund balance - beginning 251,324          3,410              254,734          

Fund balance - ending 263,676$        4,080$            267,756$        

Academic and Career Education Academy
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2020

See Accompanying Notes to the Financial Statements
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Agency
Funds

Assets
Cash 1,279$            

Liabilities
Due to student groups 1,279$            

Academic and Career Education Academy
Statement of Fiduciary Assets and Liabilities

June 30, 2020

See Accompanying Notes to the Financial Statements
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Note 1 – Summary of Significant Accounting Policies 
 
The accounting policies of Academic and Career Education Academy 
(the “Academy”) conform to accounting principles generally accepted in 
the United States of America as applicable to academies.  The following 
is a summary of the significant accounting policies. 
 
Reporting Entity 
Academic and Career Education Academy was granted a contract to 
organize and operate a public school academy under the authority of 
the Midland County Educational Service Agency, as granted by the 
State of Michigan. 
 
The accompanying financial statements have been prepared in 
accordance with criteria established by the Governmental Accounting 
Standards Board (GASB) for determining the various governmental 
organizations to be included in the reporting entity.  The Academic and 
Career Education Academy Board of Directors (Board) is the primary 
government that has oversight responsibility and control over all 
activities related to public education in the Academy.  The Board 
receives funding from local, state and federal government sources and 
must comply with the concomitant requirements of these funding source 
entities. However, the Board is not included in any other governmental 
“reporting entity” as defined in GASB pronouncements.  The Board has 
separate legal standing and is fiscally independent of other 
governmental entities.  As such, the Board has decision-making 
authority, the right to determine its budget, the power to designate 
management, the ability to significantly influence operations and primary 
accountability for fiscal matters.  The Board does not include any other 
component within its financial statements.   
 
Academy-wide Financial Statements 
The Academy’s basic financial statements include both academy-wide 
(reporting for the Academy as a whole) and fund financial statements 
(reporting the Academy’s major funds).  The academy–wide financial 
statements categorize all nonfiduciary activities as either governmental 

or business type.  All of the Academy’s activities are classified as 
governmental activities. 
 
The statement of net position presents governmental activities on a 
consolidated basis, using the economic resources measurement focus 
and accrual basis of accounting.  This method recognizes all long-term 
assets and receivables as well as long-term debt and obligations.  The 
Academy’s net position is reported in two parts (1) restricted net 
position and (2) unrestricted net position. The Academy first utilizes 
restricted resources to finance qualifying activities. 
 
The statement of activities reports both the gross and net cost of each 
of the Academy’s functions.  The functions are also supported by 
general government revenues (State aid, grants, and interest and 
investments earnings, etc.).  The statement of activities reduces gross 
expenses (including depreciation) by related program revenues, 
operating and capital grants.  Program revenues must be directly 
associated with the function.  Operating grants include operating-
specific and discretionary (either operating or capital) grants. 
 
The net costs (by function) are normally covered by general revenue 
(state sources and federal sources, interest income, etc.).  The 
Academy does not allocate indirect costs.  In creating the academy-
wide financial statements, the Academy has eliminated interfund 
transactions. 
 
The academy-wide focus is on the sustainability of the Academy as an 
entity and the change in the Academy’s net position resulting from 
current year activities. 
 
Fund Financial Statements 
Separate financial statements are provided for governmental funds 
and fiduciary funds, even though the latter are excluded from the 
academy-wide financial statements.  Major individual governmental 
funds are reported as separate columns in the fund financial 
statements. 
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Governmental fund financial statements are reported using the current 
financial resources measurement focus and the modified accrual basis 
of accounting.  Revenue is recognized as soon as it is both measurable 
and available.  Revenue is considered to be available if it is collected 
within the current period or soon enough thereafter to pay liabilities of 
the current period.  For this purpose, the Academy considers revenues 
to be available if they are collected within 60 days of the end of the 
current fiscal period.  Expenditures generally are recorded when a 
liability is incurred, as under accrual accounting. However, expenditures 
related to compensated absences and claims and judgments, are 
recorded only when payment is due. 
 
Unrestricted State aid, intergovernmental grants, and interest 
associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenue of the 
current fiscal period.  All other revenue items are considered to be 
available only when cash is received by the government. 
 
Fiduciary fund statements also are reported using the economic 
resources measurement focus and the accrual basis of accounting. 
 
The Academy reports the following major governmental fund: 
 

General Fund – The General Fund is used to record the general 
operations of the Academy pertaining to education and those 
operations not required to be provided for in other funds. 
 

Additionally, the Academy reports the following fund types: 
 
 Food Service Fund –The Food Service Fund is used to record 
 operations of the Academy’s food service operations. 

 
Fiduciary Funds – Fiduciary funds are used to account for assets 
held by the Academy in a trustee capacity or as an agent.  The 
Agency Fund is custodial in nature (assets equal liabilities) and does 
not involve the measurement of results of operations.  This fund is 

used to record the transactions of student groups for school and 
school-related purposes. 
 

Assets, Liabilities and Net Position 
Cash – Cash includes cash on hand and demand deposits.  
 
Receivables and Payables – Generally, outstanding amounts owed 
between funds are classified as “due from/to other funds”.  These 
amounts are caused by transferring revenues and expenses between 
funds to get them into the proper reporting fund.  These balances are 
paid back as cash flow permits. 
 
Fund Equity – In the fund financial statements, governmental funds 
report fund balance in the following categories: 
 

Restricted – amounts that are legally imposed or otherwise 
required by external parties to be used for a specific purpose 
 
Committed – amounts that have been formally set aside by the 
Board of Education for specific purposes.  A fund balance 
commitment may be established, modified, or rescinded by a 
resolution of the Board of Education. 

 
Assigned – amounts intended to be used for specific purposes, 
as determined by the Business Manager. Residual amounts in 
governmental funds other than the General Fund are 
automatically assigned by their nature. 

 
Unassigned – all other resources; the remaining fund balances 
after non-spendable, restrictions, commitments and 
assignments. 

 
When an expenditure is incurred for purposes for which both restricted 
and unrestricted fund balance is available, the Academy’s policy is to 
consider restricted funds spent first.   
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When an expenditure is incurred for purposes for which committed, 
assigned, or unassigned amounts could be used, the Academy’s policy 
is to consider the funds to be spent in the following order: (1) committed, 
(2) assigned, (3) unassigned. 
 
Eliminations and Reclassifications 
In the process of aggregating data for the statement of net position and 
the statement of activities, some amounts reported as interfund activity 
and balances in the funds were eliminated or reclassified.  Interfund 
receivables and payables were eliminated to minimize the “grossing up” 
effect on assets and liabilities within the governmental activities column. 
 
Adoption of New Accounting Standard 
Statement No. 95, Postponement of the Effective Dates of Certain 
Authoritative Guidance provides a temporary relief to governments and 
other stakeholders in light of the COVID-19 pandemic and provides a 
postponement of certain GASB Statements.  This statement was 
effective upon issuance in May of 2020. 
 
Upcoming Accounting and Reporting Changes 
Statement No. 84, Fiduciary Activities improves the guidance regarding 
the identification of fiduciary activities for accounting and financial 
reporting purposes and how those activities should be reported.  The 
focus of the criteria includes the following: (1) is the government 
controlling the assets of the fiduciary activity and (2) the beneficiaries 
with whom a fiduciary relationship exists.  The four fiduciary funds that 
should be reported, if applicable are: (1) pension (and other employee 
benefit) trust funds, (2) investment trust funds, (3) private-purpose trust 
funds, and (4) custodial funds.  Custodial funds generally will report 
fiduciary activities that are not held in a trust or similar arrangement that 
meets specific criteria.  The requirements of this Statement are effective 
for the fiscal year ending June 30, 2021.  
 
Statement No. 87, Leases increases the usefulness of the Academy’s 
financial statements by requiring recognition of certain lease assets and 
liabilities for leases that previously were classified as operating leases 
and recognized as inflows of resources or outflows of resources based 

on the payment provisions of the contract. It establishes a single model 
for lease accounting based on the foundational principle that leases 
are financings of the right to use an underlying asset. A lessee will be 
required to recognize a lease liability and an intangible right-to-use a 
lease asset, and a lessor will be required to recognize a lease 
receivable and a deferred inflow of resources, thereby enhancing the 
relevance and consistency of information about the Academy’s leasing 
activities. The requirements of this Statement are effective for the fiscal 
year ending June 30, 2022.  
 
Statement No. 92, Omnibus 2020 enhances comparability in 
accounting and financial reporting and improves the consistency of 
authoritative literature by addressing practice issues that have been 
identified during implementation and application of certain GASB 
Statements. This Statement addresses a variety of topics and includes 
specific provisions about the following: (1) The effective date of 
Statement No. 87, Leases, and Implementation Guide No. 2019-3, 
Leases, for interim financial reports (2) Reporting of intra-entity 
transfers of assets between a primary government employer and a 
component unit defined benefit pension plan or defined benefit other 
postemployment benefit (OPEB) plan. (3) The applicability of 
Statements No. 73, Accounting and Financial Reporting for Pensions 
and Related Assets That Are Not within the Scope of GASB Statement 
68, and Amendments to Certain Provisions of GASB Statements 67 
and 68, as amended, and No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans, as 
amended, to reporting assets accumulated for postemployment 
benefits. (4) The applicability of certain requirements of Statement No. 
84, Fiduciary Activities, to postemployment benefit arrangements. (5) 
Measurement of liabilities (and assets, if any) related to asset 
retirement obligations (AROs) in a government acquisition. (6) 
Reporting by public entity risk pools for amounts that are recoverable 
from reinsurers or excess insurers. (7) Reference to nonrecurring fair 
value measurements of assets or liabilities in authoritative literature. 
(8) Terminology used to refer to derivative instruments. Management 
has implemented the required portions of this Statement and will 
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implement the remaining requirements as each Statement referenced 
becomes effective June 30, 2022. 
 
The Academy is evaluating the impact that the above GASBs will have 
on its financial reporting. 
 
Note 2 – Stewardship, Compliance, and Accountability 

 
Budgetary Information 
Annual budgets are adopted on a basis consistent with accounting 
principles generally accepted in the United States of America and State 
law for the General Fund and special revenue funds.  All annual 
appropriations lapse at fiscal year end. 
 
The budget document presents information by fund and function.  The 
legal level of budgetary control adopted by the governing body is the 
function level.  State law requires the Academy to have its budget in 
place by July 1.  An Academy is not considered in violation of the law if 
reasonable procedures are in use by the Academy to detect violations. 
 
The Principal is authorized to transfer budgeted amounts between 
functions within any fund; however, any revisions that alter the total 
expenditures of any fund must be approved by the Board of Directors. 
 
Budgeted amounts are as originally adopted, or as amended by the 
Board of Directors throughout the year.  Individual amendments were 
not material in relation to the original appropriations. 
 
Appropriations lapse at year-end and, therefore, cancel all 
encumbrances.  These appropriations are reestablished at the 
beginning of the following year. 
 
 
 
 
 
 

Excess of Expenditures over Appropriations 
During the year, the academy incurred expenditures in certain 
budgetary funds which were in excess of the amounts appropriated, 
as follows:  

Final Amount of Budget
Function Budget Expenditures Variance

Business 58,051$         58,153$         102$              
Operations and maintenance 176,170         176,239         69                   
Pupil transportation services 56,790           60,350           3,560             

 
 
Note 3 – Deposits 
 
The Academy’s deposits were reported in the basic financial 
statements in the following categories: 

Total
Governmental Fiduciary Primary

Activities Funds Government

Cash 182,358$              1,279$            183,637$             

 
The breakdown between deposits and investments for the Academy is 
as follows: 
 

Deposits (checking, savings accounts) 183,437$             
Petty cash 200                      

183,637$             
 

 
Interest rate risk – The Academy does not have a formal investment 
policy to manage its exposure to fair value losses arising from changes 
in interest rates. 
 
Credit risk – State statutes authorize the Academy to make deposits in 
the accounts of federally insured banks, credit unions, and savings and 
loan associations that have an office in Michigan; the Academy is 
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allowed to invest in U.S. Treasury or Agency obligations, U.S. 
government repurchase agreements, bankers’ acceptances, 
commercial paper rated prime at the time of purchase that matures not 
more than 270 days after the date of purchase, mutual funds, and 
investment pools that are composed of authorized investment vehicles.   
 
Concentration of credit risk – The Academy has no policy that would 
limit the amount that may be invested with any one issuer. 
 
Custodial credit risk – deposits – In the case of deposits, this is the risk 
that in the event of a bank failure, the Academy’s deposits may not be 
returned to it.  The Academy does not have a deposit policy for custodial 
credit risk.  As of June 30, 2020, the Academy’s bank balance of 
$187,369 was fully insured by FDIC.  
 
Note 4 – Interfund Receivables, Payables and Transfers 
 
Individual interfund receivable and payable balances at year end were: 

 
Payable Fund Receivable Fund Amount

General Nonmajor 3,281$             
 

 
The outstanding balances between funds result mainly from the time lag 
between the dates that transactions are recorded in the accounting 
system and payments between funds are made.  
 
Management does not anticipate individual interfund balances to remain 
outstanding for periods in excess of one year. 
 
Note 5 – Operating Leases 
 
The Academy leases its facilities and operating equipment from 
Education and Training Connection, Inc. (ETC), a related party, as 
discussed in Note 8.  Rental expenses for the year ended June 30, 2020 
amounted to $129,950. Future minimum lease payments under the non-

cancelable lease remaining are $129,950 and will be paid during the 
next fiscal year. 
 
Note 6 – Risk Management 
 
The Academy is exposed to various risks of loss related to property 
loss, torts, errors and omissions.  The Academy has purchased 
commercial insurance for general liability and property.  Settled claims 
relating to the commercial insurance have not exceeded the amount 
of insurance coverage in the past three years. 
 
Note 7 – Contingencies and Commitments 
 
Grant Programs 
The Academy has received federal and state grants for specific 
purposes that are subject to review and audit by the grantor agencies.  
Although such audits could generate expenditure disallowance under 
terms of the grants, management believes that any required 
reimbursements would not be material. 
 
Note 8 – Related Party Transactions 
 
The Academy has executed an Educational Service Provider 
Agreement (ESP) with Education and Training Connection (ETC), a 
tax exempt, non-profit organization, to provide support services for the 
Academy.  The two corporations have separate non-overlapping 
boards and officers.  Under the Agreement, ETC provides all staffing, 
including benefits, purchases of supplies and performs management 
services for the Academy.  Payments to ETC for these services for the 
year ended June 30, 2020 amounted to $870,994. The Academy 
leases its facilities, as described in Note 5, from Education and 
Training Connection. The total rent payments under this agreement 
amounted to $129,9490 for the year ended June 30, 2020.  In addition, 
the Academy paid $15,783 to ETC for its allocable percentage of 
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building operations. The Academy also had accounts payable to ETC of 
$50,941 as of June 30, 2020. 
 
Note 9 – Subsequent Events 
 
As result of the global coronavirus pandemic of 2020, many 
organizations’ financial picture has seen an unanticipated change. The 
duration and full effects of the outbreak are currently unknown, as the 
global picture continues to change daily.  Currently, it is not possible to 
estimate the extent of any potential net losses or to determine if any of 
the change in fair values are other than temporary in nature. 
Accordingly, no adjustments to the financial statements were made as 
a result of this subsequent event. 
 
 
 



 

 

 
 

REQUIRED SUPPLEMENTARY INFORMATION  
 



Over
(Under)

Original Final Actual Budget
Revenues
Local sources 9,112$            17,135$          83,041$          65,906$          
State sources 901,256          901,456          827,731          (73,725)           
Federal sources 94,309            120,999          50,719            (70,280)           

Total revenues 1,004,677       1,039,590       961,491          (78,099)           
Expenditures
Instruction

Basic programs 376,954          362,298          331,526          (30,772)           
Added needs 56,329            48,106            35,309            (12,797)           

Supporting services
Pupil 51,698            74,536            71,707            (2,829)             
Instructional staff 16,285            22,875            13,679            (9,196)             
General administration 14,010            15,310            14,465            (845)                
School administration 144,681          160,977          144,529          (16,448)           
Business 59,351            58,051            58,153            102                 
Operations and maintenance 178,800          176,170          176,239          69                   
Pupil transportation services 77,422            56,790            60,350            3,560              
Central 44,575            43,700            43,137            (563)                

Community services 4,863              1,120              45                   (1,075)             
Total expenditures 1,024,968       1,019,933       949,139          (70,794)           
Net change in fund balance (20,291)           19,657            12,352            (7,305)             

Fund balance - beginning 251,324          251,324          251,324          -                  

Fund balance - ending 231,033$        270,981$        263,676$        (7,305)$           

Budgeted Amounts

Academic and Career Education Academy
Required Supplementary Information

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2020
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OTHER SUPPLEMENTARY INFORMATION  



Academic and Career Education Academy

Due to Due to (from)
Student Groups Cash Cash Student Groups
June 30, 2019 Receipts Disbursements June 30, 2020

School fundraiser / pop and vending machine fund 1,208$                829$                   758$                   1,279$                      

Other Supplementary Information
Fiduciary Funds - Agency Fund

Statement of Changes in Amounts Due to Student Groups
For the Year Ended June 30, 2020
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance With  

Government Auditing Standards  

Independent Auditors’ Report 

Management and the Board of Directors 
Academic and Career Education Academy  
Midland, Michigan 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the major fund, and the aggregate remaining fund information of Academic and Career Education Academy as of and for the 
year ended June 30, 2020, and the related notes to the financial statements, which collectively comprise Academic and Career Education Academy’s 
basic financial statements, and have issued our report thereon dated August 28, 2020. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Academic and Career Education Academy 's internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Academic and Career Education 
Academy’s internal control. Accordingly, we do not express an opinion on the effectiveness of Academic and Career Education Academy’s internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.  
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control that might be material weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.  

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Academic and Career Education Academy 's financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances 
of noncompliance or other matters that are required to be reported under Government Auditing Standards.  

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of that testing, and not to 
provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 
 
 

 
Midland, Michigan 
August 28, 2020 
 
 
 
 




