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August 7, 2020

Independent Auditors' Report

Board of Education
Alternative Educational Academy of losco County
Tawas City, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major fund of the Alternative
Educational Academy of losco County, Tawas City, Michigan, as of and for the yearg&nded June 30, 2020, and the related notes to the
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the index.

Management's Responsibility for the Financia E ements

Management is responsible for the\8{g and fajr presentation of these finanéial statements in accordance with accounting
principles generally accepted in the F‘gjj States of Arfierica; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fai #A

[ presentat] Siof financial statements that are free from material misstatement, whether due

to fraud or error.
Auditors' Responsibility

Our responsibility is to express opinions on these financig)/staterments basedion our audit. We conducted our audit in accordance with
auditing standards generally accepted in the United Sfates of America'and the Standards applicable to financial audits contained in
Govemment Auditing Standards, issued by the Complfoller General(of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about l;emer%eaﬁ igl-statements are free from material misstatement.

An audit involves performing proceduresto obtain audit evidence@bott the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, inclu "1‘ jthe assessmepflof the risks of material misstatement of the financial
statements, whether due to fraud or efror. In makingsthose,risk assessmefts;-thevauditor considers internal control relevant to the
entity's preparation and fair presentation’of the'financial statementsy fvoraey, to desfyn audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion onthe effecfivenessi®f the entity's internal control. Accordingly, we
express no such opinion. Ani@ditialso includes,evaluating the appropriateness of accqountig policies used and the reasonableness of

significant accounting estimates madelby management, as well as evaluating the overall presentation of the financial statements.

We believe that thefaudit evidence we have obtained is sufficient and appropriate tofprovide a basjs for our audit opinions.
Opinions

In our opinion, the financial statementsfeferred to above present fairly, in all material respects, the respective financial position of the
governmental activities and the majorfund of the Alternative Educational Academy of losco County, Tawas City, Michigan, 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 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.
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Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Alternative

Educational Academy of losco County's basic financial statements. The individual fund schedules are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

d relate directly to the underlying
n has been subjected to the auditing
procedures, including comparing and
are the basic financial statements or
with auditing standards generally
ated, in all material respects, in

The individual fund schedules are the responsibility of management and were derived fr
accounting and other records used to prepare the basic financial statements. Such infor]
procedures applied in the audit of the basic financial statements and certain additi
reconciling such information directly to the underlying accounting and other records
to the basic financial statements themselves, and other additional procedures i
accepted in the United States of America. In our opinion, the individual fund
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards
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In accordance with Govemment Auditing Standards, we have also iss
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Alternative Educational Academy of losco County
27 N. Rempert Road
Tawas City, Ml 48763
Telephone (989) 362-3006 Fax: (989) 362-9076

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2020

As management of the Alternative Educational Academy of losco County, (the Academy), we offer readers of the
Academy’s financial statements this narrative overview and analysis of the financial acfivities of the Academy for the fiscal
year ended June 30, 2020.

The management's discussion and analysis is provided at the beginning of thé auditireport to provide, in layman’s terms,
the past and current position of the Academy's financial condition. This summary shouldhnot be taken as a replacement
for the audit, which consists of the financial statements and other supplemental information that presents all of the
Academy’s revenues and expenditures by program for the Instruction and Support Services.

FINANCIAL HIGHLIGHTS

Our financial statements provide these insights into the results of this yeaf’s operations. The 2019-2020 school year was
the seventh full year for the Academy'’s operations. The overall condition of the funds and governmental activities during
the 2019-2020 school year resulted in an ending Net Position of $1,543,310:

The assets of the Academy exceeded its liabilities at the close of the.most recent fiscal year by $1,543,310 (net position).
Of this amount, $624,089 (unrestricted net position) may be used to meetthe Academy’s ongoing obligations to students
and creditors.

The Academy’s total net position incréased by $231,453. This represents the degree to which ongoing revenues have
surpassed ongoing expenses. Incréasing the net position each year has been the trend of the Academy since inception,
as the costs to operate are significantly less than the foundation'allowance received each year.

As of the close of the current fiscal yearythe Academy's governmental fund reported ending fund balance of $624,089. Of
this amount, $507,542 issavailable for spending at the Academy’s discretion (unassigned fund balance). This represents
31% of the total expenditures of these funds.

The General Fufid fund balance had a decrease in the current year of $400,022 due to capital outlay purchases in the
current year related to the new building.

USING THIS ANNUACREPORT

This discussion and analysis i intended to serve as an introduction to the Alternative Educational Academy of losco
County basic financial statements. The Academy’s basic financial statements are comprised of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

N e

The government-wide financial statements are designed to provide readers with a broad overview of the Academy’s
finances, in a manner similar to a private sector business.

The statement of net position presents information on all of the Academy’s assets and liabilities, with the difference

between the two reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the Academy is improving or deteriorating.

-3-



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

MANAGEMENT'’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2020

The statement of activities presents information showing how the Academy’s net position changed during the most recent
fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs,
regardiess of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of Alternative Educational Academy of losco
County that are principally supported by intergovernmental revenues (governmental agtivities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the Academy include instruction and support servicés. The Academy does not currently
have any business-type activities.

The government-wide financial statements can be found in the Statement of Net Position @and the Statement of Activities.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintaifl eontrol overftesources that have been segregated for
specific activities or objectives. The Academy, like other state and local gévernments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of these funds can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds. The Academy does not currently have any
proprietary funds or fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the Same functions reported as governmental activities in the
government-wide financial statements. ddowever, unlike'thé government-wide financial statements, governmental fund
financial statements focus on near-térm inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year.| Such information may be useful in evaluating an Academy'’s
near-term financing requirements.

Because the focus of governmental fundsds narrower than'that of the government-wide financial statements, it is useful to
compare the information presented for'governmental funds with similar information presented for governmental activities
in the government-widé financial statements:, By doing so, readers may better understand the long-term impact of the
Academy’s near-tefm financing decisions. Beth the governmental fund balance sheet and the governmental fund
statement of revénue, expenditures'and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The Academy maintaing ene individual governmental fund. Information is presented separately in the governmental fund
balance sheet and in the governniental fund statement of revenue, expenditures and changes in fund balance for the
General Fund, which is consideréd to be a major fund. Currently, the General Fund is the only fund of the Academy.

The Academy adopts annual appropriated budgets for its governmental fund. A budgetary comparison statement has
been provided for the General Fund to demonstrate compliance with budgets.

The basic governmental fund financial statements can be found in the Balance Sheet — Governmental Fund and the
Statement of Revenue, Expenditures and Changes in Fund Balance - Governmental Fund.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements.



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City. Michigan

MANAGEMENT'’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2020

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning budgetary information for the Academy’s major fund. Required supplementary
information can be found in the Statement of Revenue, Expenditures and Changes in Fund Balance — Budget and Actual
— General Fund.

Our auditors have provided assurance in their independent auditors’ report, located immediately preceding this
Management's Discussion and Analysis, that the Basic Financial Statements aredfairly stated. Varying degrees of
assurance are being provided by the auditor regarding the Required Supplementaryfnformation and the Other Information
identified above. A user of this report should read the independent auditors’dfeport carefully to ascertain the level of
assurance being provided for each of the parts in the Financial Section.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
The Academy’s net position was $1,543,310 at June 30, 2020. Of that amount, $624,089 iswunrestricted. Our analysis

below focuses on the net position (Table 1) and the change infnet positiondTable 2) of the Academy’s governmental
activities.

TABLE 1
NET POSITION
Governmental
Activities
June 30, 2020 June 30, 2019
Current Assets $ 694,132 $ 1,114,546
Noncurrent Assets 919,221 287.746
Total Assets 1,613,353 1,402,292
Current Liabilities 70,043 90,435
Net Position
Net investmeént'in Capital Assets 919,221 287,746
Unrestricted 624,089 1,024,111
Total Net Position $ 1,643,310 $ 1311857

The $624,089 in unrestrictedinet position of governmental activities represents the accumulated results of this year's
operations. It means that if we had to pay off all of our bills today, we would have $624,089 left. Day-to-day operations
will be paid for by state aid and local revenues that will be received throughout the year.



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2020

TABLE 2
CHANGES IN NET POSITION

Governmental
Activities

Year Ended
June 30, 2020

Revenue:

Program Revenue:
Operating Grants and Contributions $
Capital Grants and Contributions

General Revenue:

State School Aid — Unrestricted
Miscellaneous

155,854

Total Revenue 1,079,795
Functions/Program Expenses:
Instruction 567,444 554,627
Support Services 658 376,781
Total Functions/Program Expenses 931.408
Change in Net Position 148,387
Net position - beginning 1,163,470
Net position - ending 3 1,311,857
Governmental activities increased t y's net po n by $231,453.
As reported in our S iviti cost of all of our governmental activities this year was $1,028,102. Certain
programs were fing ' : ($1,098,910).
MAJOR GOVER ETING AND OPERATING HIGHLIGHTS
The Academy's budgets & according to Michigan law. The only governmental fund for the Academy is the

General Fund.

During the fiscal year endedJune 30, 2020, the Academy amended the budgets of this major governmental fund two

times.

General Fund

The General Fund actual revenue was $1,259,555. That amount is over both the original budget estimate of $1,044,520
and the final budget estimate of $1,256,885. The variance between the actual revenues and the final budget was mostly
the result of spending, and therefore being able to recognize more At-Risk revenues as anticipated.

The actual expenditures of the General Fund were $1,659,577, which is over both the original budget estimate of
$1,623,135 and the final amended budget of $1,628,209. The variance between the actual expenditures and the final
amended budget was mostly the result of incurring more capital outlay expenses than anticipated.

B



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City. Michigan

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2020

GOVERNMENTAL FUND EXPENDITURES

Total governmental fund expenditures amounted to $1,659,577. The governmental funds had a decrease in fund balance
of $400,022. The ending fund balance for all governmental funds was $624,089, which represents 38% of current year
expenditures. This fund balance will be used to cover unforeseen expenditures and hedge for future state aid foundation
reductions.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

tal building cost to $810,821,
t the Academy owned prior
epreciation of $5,314, the

The Academy finished renovation on their new building in the current yea
and also purchased a new security and phone system for $31,835. Th
to the current fiscal year was a van purchased in the prior fiscal year
Academy’s net book value was $919,221.

r taking current'y

Additional information on the Academy’s capital assets can b s to Financial Statements, Note 3 of this

report.

Long-Term Debt

The Academy does not currently have any debt.

In 2019-20, the Alternative Educatig unty completed its seventh full year of operations with an
enrollment of 138.10 FTEs for the { ase of about 16 from the prior year. We are pleased with
this number as it continues to a g in losco County that we operate. We continue to adjust

staffing as enroliment and needs

Moving forward, the A anticinatessthat enroliment will stabilize between 110 — 125 FTEs. The 2020-21 budget
was built conservati i e the actual enroliment is known. The Academy is now staffed with six full
time instructors, ’ ime administrator, a full time secretary, and a full time school success
worker.

hard to keep expenditures down and to maintain revenue levels that are within
Michigan is the greatest source of revenue for the Agency, at approximately 99%.
ed by the recent COVID-19 pandemic; however, those effects are not known at this

The Academy Board
their control. State Aid
This revenue may be ad
time.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Alternative Educational Academy of losco County’s
finances for all those with an interest in the Academy’s finances. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to:

Dana McGrew, IRESA Superintendent
Alternative Educational Academy of losco County
27 N. Rempert Road

Tawas City, M| 48763

Office Telephone (989) 362-3006



ALTERNATIVE EDUCATIONAL ACADEMY OF I0OSCO COUNTY
Tawas City. Michigan

STATEMENT OF NET POSITION
June 30, 2020

Governmental
Activities
Assets
Cash and Cash Equivalents 3 66,020
Receivables:
Due from Other Governmental Units 205,508
Due from Related Parties 412,556
Prepaid Items 10,048
Noncurrent Assets:
Capital Assets Not Being Depreciated 60,000
Capital Assets, Net of Accumulated Depreciation 859,221
Total Assets 1,613,353
Liabilities
Accounts Payable 2,800
Due to Other Governmental Units 1,448
Unearned At-Risk Revenue h S 65,795

70,043

Total Liabilities

Net Position
Net Investment in Capital Assets
Unrestricted

919,221

624,089

5___1.543.310

Total Net Position

The accompanying notes to financial statements are an integral part of this statement.

i



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2020

Net
(Expenses)
Revenue and
Change in
Program Revenues Net Position
Operating Capital Government
Charges for Grants and Grants and Type
Functions/Programs Expenses Services Contributi Contributions Activities

Instruction $ 567,444 § 0% 4179 $  (407,411)
Support Services 460,658 0 (460,658)
Total $__1,028102 § 4,179 (868.069)
General Revenue: N gl
State School Aid - Unrestricted =~ 1,098,910
Miscellaneous 612
Total General Revenue 1,099,522
Change in Net Position 231,453
Net Position - Beginning 1,311,857
Net Position - Ending $__1.543.310

The accompanying notes to financial statements are an integral part of this statement.
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ALTERNATIVE EDUCATIONAL ACADEMY OF 10SCO COUNTY
Tawas City, Michigan

BALANCE SHEET
GOVERNMENTAL FUND
June 30, 2020

General Fund

Assets
Cash and Cash Equivalents $ 66,020
Receivables:
Due from Other Governmental Units 205,508
Due from Related Parties 412,556
Prepaid Items 10,048
Total Assets 694,132
Liabilities
Accounts Payable 2,800
Due to Other Governmental Units~ 1,448
Unearned At-Risk RevenU’ 65,795
Total Liabilities 70.043
Fund Equity
Fund Balance:
Nonspendable:
Prepaid Items 10,048
Assigned:
2020/2021 Budgeted Expendi 106,499
Unassigned 507,542
Total Fund Equity 624,089
Total Liabilities and Fun $ 694,132

The accompanying notes to financial statements are an integral part of this statement.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET POSITION OF GOVERNMENTAL ACTIVITIES
June 30, 2020

Total Governmental Fund Balance 3 624,089

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported as assets in the governmental fund. Capital
assets at the year end consist of:

Capital Asset Cost
Capital Asset Accumulated Depreciation

$ 927,901
(8,680)

919,221

Total Net Position - Governmental Activities $ 1,643,310

The accompanying notes to financial statements are an integral part of this statement.

<41 =



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY

Tawas City, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE

Revenue
Local Sources
State Sources
Federal Sources
Total Revenue

Expenditures
Current:

Instruction
Support Services
Capital Outlay

Total Expenditures )
Excess of Revenue Over (Under) Expendi
Fund Balance - Beginning of Year

Fund Balance - End of Year

GOVERNMENTAL FUND
For the Year Ended June 30, 2020

General Fund

$ 612
1,263,062

5,881

1,259,555

536,178
486,610
636,789
(400,022)

1,024 111

3 624,089

The accompanying notes to financial statements are an integral part of this statement.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0OSCO COUNTY
Tawas City, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2020

Total Net Change in Fund Balances - Governmental Fund $ (400,022)

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense.
Current year depreciation expense (5,314)
Capital outlays reported in the governmental fund 636,789
) 631,475

—_—

Change in Net position of Governrﬁ‘:ental Activities $ 231,453

The accompanying notes to financial statements are an integral part of this statement.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Alternative Educational Academy of losco County (Academy) conform to accounting
principles generally accepted in the United States of America (GAAP) applicable to governments. The Academy is
considered to be a local government unit. The following is a summary of the significant accounting policies:

A. Reporting Entity

Alternative Educational Academy of losco County was granted a contract to organize and operate a public
school academy under the authority of losco Regional Educational Sefvice Agency, as granted by the State of
Michigan. The Academy operates under a Board of Educationd(five"members) represented by members
selected by the Board of Trustees. The Board is responsiblefor adoptingiand amending budgets and for
administering the school programs in accordance with governing laws.

The accompanying basic finangialfStatements have been prepared in accordance with accounting principles
nited States 4of America_as applied to governmental units. The

Bbard (GASB) is,the accépted standard-setting body for establishing
eporting principlesy, The Academy's reporting entity applies all relevant
ng the various governmental organizations to be included in the reporting
@dMosco County's Board of Education (Board) is the primary

government which has oversight res lity @, control over alhactivities related to public school education
in the area served by the Alternatiye Educationa//Academy of loseo County. The Board receives funding from
local and state government sources apg/must comply with the requirements of these funding source entities.
However, the Board is not includedl/in any\ othér governmental “reporting entity" as defined in GASB
rate .
entities. As such, the Board has decisian rity, the right to determine its budget, the power to
designate management(the ability to significanlif#influence pperations and primary accountability for fiscal

LG dabe
governmental accountingtgnd financi
GASB pronouncements fordeterns
entity. Alternative Educationa )

ing and is fiscally independent of other governmental

B. Fund Accounting Ve //\

The Academy uses funds to maintain its financial records during the“fidcal year. Fund accounting is designed
to demofistrate legal compliancehand to aid management by segfegating transactions related to certain
Acadefmy functions or activities. Afund is defined as a fisgal andr countir g entity with a self-balancing set of

by e

accounts. The various funds of the Academy are grouped IR{ost

Governmental Funds

Governmental fuhids focus on the sources, uses and balances of current financial resources. Expendable
assets are assigned fo the various governmental funds according to the purposes for which they may or must
be used. Current liabilities are assigned to the fund from which they will be paid. The difference between
governmental fund assets and liabilities is reported as fund balance. The following is the Academy’'s major
governmental fund:

General Fund - The General Fund is the general operating fund of the Academy. It is used to account for all
financial resources except those required to be accounted for in another fund.

C. Basis of Presentation
Government-wide Financial Statements:

The statement of net position and the statement of activities display information about the Academy as a
whole. These statements include the financial activities of the primary government. The statements
distinguish between those activities of the Academy that are governmental and those that are considered
business-type activities. The Academy does not currently have any business-type activities.

-14 -



ALTERNATIVE EDUCATIONAL ACADEMY OF I0OSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Presentation (Continued)

The government-wide statements are prepared using the economic resources measurement focus. This
differs from the manner in which governmental fund financial statements are prepared. Governmental fund
financial statements therefore include reconciliations with brief explanations, to better identify the relationship
between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison‘between direct expenses and program
revenues for each function or program of the Academy’s governmental‘activities. Direct expenses are those
that are specifically associated with a service, program or department and are therefore clearly identifiable to a
particular function. Program revenues include charges paid by'the recipient of the goods or services offered by
the program, and grants and contribytions that are restricted to meeting the operational or capital requirements
of a particular program. Rev £ hat are not classified as program revenues are presented as general
revenues of the Academys Wi Certaimimited exceptions. The comparison of direct expenses with program
ach governmental function is self-financing or draws from the general

Net position is reported as restricted whengg@hstraints placed on,net position use are either externally imposed
by creditors (such as through_de ’ ,_grantors, contributors, or laws or regulations of other
governments or imposed by law th] stitlifionaliprovisions or enabling legislation. Restricted assets are
used first to fund appropriations before djrestricted assets are,used.

Separate financial statementssaréprovided for :

reported as separate columns in the fund nanclg
Fund Financial Statements:

"3boyt the Asademy. The focus of governmental fund

Fund financial statements repoft detailed inforntati \
poning"fﬁﬁds; ype. Each major fund is presented in a

financial statements is on ‘major funds rather than"
separate column.

The aceounting and reporting treatment applied to a fund is grmingd by its measurement focus. All
govérnmental fund types'are accounted for using the mogj ccrual pasis of accounting and the current
financial resources measurement focus. The financial staterrients for governmental funds are a balance sheet,
which generally includes only current assets and current liabilities, and a statement of revenue, expenditures
and changes imyfund bal@nce, which reports on the sources (i.e., revenues and other financing sources) and
uses (i.e., expenditures and other financing uses) of current financial resources.

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting.

Revenues — Exchange and Non-exchange Transactions:

Revenues resulting from exchange transactions, in which each party receives essentially equal value, is
recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenues are
recorded in the fiscal year in which the resources are measurable and available. Available means that the
resources will be collected within the current fiscal year or are expected to be collected soon enough thereafter
to be used to pay liabilities of the current fiscal year. For the Academy, available means expected to be
received within 60 days of the fiscal year-end.

-15-



ALTERNATIVE EDUCATIONAL ACADEMY OF |IOSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Basis of Accounting (Continued)

Nonexchange transactions, in which the Academy receives value without directly giving equal value in return,
include grants, entittements and donations. On an accrual basis, revenue from grants, entitements and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when t ources are required to be used
or the fiscal year when use is first permitted; matching requirements, i h the Academy must provide local
resources to be used for a specified purpose; and expenditure r ents, in which the resources are
provided to the Academy on a reimbursement basis. On accrual basis, revenues from
nonexchange transactions must also be available before they ca

Under the modified accrual basis, the following revenue be both measurable and

available at fiscal year-end: g[ants‘,,}‘stu‘dent fees and re
Deferred Outflows/Inflows of Resources:

etimes report a separate section for deferred
deferred outflows of resources, represents a
so will not be recognized as an outflow of

In addition to assets, the statement of financial position
outflows of resources. This separate finangial statement ele
consumption of net position that applies! lture period(s)
resources (expense/expenditure) until that

etimes report a separate section for deferred
ment, deferred inflows of resources, represents an
(s) and so will not be recognized as an inflow of

In addition to liabilities, the statement of fina
inflows of resources. This sep inancial

= N

g, expenses are 'Féicbgnized at the time they are incurred.

The me nmental fund accounting is on decreases in net financial resources
( i \an expen Expenditures are generally_recognized in the accounting period in which
rred, if measurable. Allocations of cost, such-as depreciation, are not recognized

For presentation s financial statements, investments in cash management pools and investments with an
original maturity of three months or less at the time they are purchased by the Academy are considered to be
cash equivalents. Investments with an initial maturity of more than three months are reported as investments.
The Academy currently does not have any investments.

F. Due From Other Governmental Units

This represents amounts receivable from the State of Michigan and other governmental units for federal, state
and local reimbursable programs.

G. Prepaid ltems

Certain payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in
both the government-wide and fund financial statements.
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ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Capital Assets

General capital assets are those assets not specifically related to activities reported in proprietary funds.
These assets generally result from expenditures in the governmental funds. These assets are reported in the
governmental activities column of the government-wide statement of net pgsition but are not reported in the
fund financial statements.

g a $5,000 capitalization threshold
assets are recorded at their fair
astructure. Improvements are
capitalized; the cost of normal maintenance and repairs tha ue of the asset or materially
extend an asset's life are not.

All capital assets are capitalized at cost (or estimated historical co
and updated for additions and retirements during the year. Do

All reported capital as.se_t5=_a_rei'déﬁrec'i%a__:__ted. Improv i emaining useful lives of
the related capital assets. Depreciation is comput i ght-line method over the following useful
lives:

Governmental Activities

Descriptions Estimated Lives

Buildings and Improvements

; 20 - 50 years
Furniture, Fixtures and Equipment 5-20 years
Vehicles and Buses 8 years

s and long-term obligations “are .reported in the government-wide financial
and accrued liabilities that will be-paid. from governmental funds are reported
as a liabi i al Statements at the time they are incurred, to the extent that they will be paid
inancial fesources. In general, payments made within 60 days after year end are

to have been de with current available financial resources. However, bonds and other long-term

compensated [@absences, claims and judgments, contractually required pension contributions and
special termin its that will be paid from governmental funds are recognized as a liability in the fund
financial sta ey become due for payment.

7



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. Net Position

Net position represents the difference between assets and deferred outflows of resources less liabilities and
deferred inflows of resources. The Academy reports three categories of net position as follows:

y outstanding balances of any
the acquisition, construction, or
tflows of resources related to those

Net investment in capital assets - consists of net capital assets redu
related debt obligations and deferred inflows of resources attributa
improvement of those assets and increased by balances of deferr
assets.

Restricted net position - net position is considered restrictedd i i ined to a particular purpose.

Restrictions are imposed by external organlzatlons such buyers of the Academy's
sources related to the

When an expense is incurred for purposes and unrestricted net position are available,
management applies restricted net posi ination is made to use unrestricted net
position. The Academy's policy concerni { first” varies with the intended use and legal
requirements. Management typically ecis transactional basis at the incurrence of the

expenditure.
K. Fund Balances
In the fund financial

at cannot be spéﬁf becaﬂse‘theyﬁ-—érg either (a) not in spendable form—pre-
2gally or contractually required to be‘maintained intact.

is classification reflects the constraints imposed on resources either (a) externally
tributors, or laws or regulations of other governments; or (b) imposed by law

Committed fund balance. These amounts can only be used for specific purposes pursuant to constraints
imposed by formal school board action—the Academy's highest level of decision making authority. Those
committed amounts cannot be used for any other purpose unless the school board removes the specified use
by taking the same type of action imposing the commitment. This classification also includes contractual
obligations to the extent that existing resources in the fund have been specifically committed for use in
satisfying those contractual requirements.
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ALTERNATIVE EDUCATIONAL ACADEMY OF [OSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. Fund Balances (Continued)

Assigned fund balance. This classification reflects the amounts constrained by the Academy’s “intent” to be
used for specific purposes, but are neither restricted nor committed. The school board or personnel
authorized by the school board have the authority to assign amounts to be used for specific purposes.
Assigned fund balances include all remaining amounts (except neg balances) that are reported in
governmental funds, other than the General Fund, that are not classi as nonspendable and are neither
restricted nor committed.

Unassigned fund balance. This fund balance is the residual r the General Fund. It is also

used to report negative fund balances in other government

When both restricted and unrestricted resources are a es externally restricted
resources first, then unrestricted resources—commit order as needed.

L. Foundation Revenue

hich provides for a specific annual amount of

ion allowance is funded from state and local

School Aid Act and the School Code of

the allocation of state funds to school districts

based on information supplied by the/Acade e yearended June 30, 2020, the foundation allowance
pen s taken in February of 2019 and October of 2019.

The State of Michigan has adopted a founga ic
revenue per student based on a state-wig
sources. Revenues from state sources a

state_to-administer certain categorical education programs.
State rules require tha earma or- these “programs be expended for its specific purpose.
are not expended by the close.of the fiscal year are recorded as unearned

sactions or events that are boih unusual in nature and infrequent in occurrence.
: s or events that are within the control of the Board and that are either unusual in
nature or in irrence. Neither type of transaction occurred during the fiscal year ended June 30,

2020.

Q. Economic Depende

The Academy received approximately 99% of their revenue from the Michigan Department of Education. Due
to the significance of this revenue source to the Academy, the Academy is considered to be economically
dependent.

P. Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally accepted in
the United States of America requires the use of estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Such estimates primarily relate to unsettled transactions
and events as of the date of the financial statements. Accordingly, upon settlement, actual results may differ
from estimated amounts.

= 4g:=



ALTERNATIVE EDUCATIONAL ACADEMY OF I0OSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTE 2 - DEPOSITS AND INVE

Q. Budgetary Policies and Data

The State of Michigan adopted a Uniform Budgeting and Accounting Act (Act) applicable to all local
governmental entities in the state. The law requires appropriation acts to be adopted for General and Special
Revenue Funds and an informational study for Capital Project Funds of schaol districts prior to the expenditure
of monies in a fiscal year in accordance with GAAP.

Alternative Educational Academy of losco County follows these pro
reflected in the financial statements.

s in establishing the budgetary data

1. The Academy's Chief Administrative Officer submits

sed budget prior to July 1 of
each year. The budget includes proposed expendi i

ncing them.
2! A public hearing is-conducted to obtain taxpa
3. Budgeted amounts are as orig"inally adopte ended by the Board throughout the year.
4, Appropriations lapse at year-end cumbrances. These appropriations are re-

established at the beginning of th 2

R. Reclassifications

Certain prior year amounts ha

At year-end, the Academy

" Ents were,_reported in the basic financial statements in the
following categories:

$ 66,020

The bredkdown between depgsits and investments is as followsi

Primary
Government

Bank Depo ecking Accounts) $ 66,020

Interest Rate Risk

In accordance with its investment policy, the Academy will minimize interest rate risk, which is the risk that the
market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding
the need to sell securities in the open market; and, investing operating funds primarily in shorter-term securities,
liquid asset funds, money market mutual funds, or similar investment pools, and limiting the average maturity in
accordance with the Academy’s cash requirements.

Credit Risk

State law authorizes investments in investment pools as authorized by the Surplus Funds Investment Pool Act, Act
No. 367 of the Public Acts of 1982, being sections 129.111 to 129.118 of the Michigan Compiled Laws, composed
entirely of instruments that are legal for direct investment by a school district.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

Concentration of Credit Risk

The Academy will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Academy'’s investment in a single issuer, by diversifying the investment portfolio so that the impact of potential
losses from any one type of security or issuer will be minimized. Investments in U.S. Treasury securities and
those other securities completely guaranteed by the Treasury as to paym principal and interest may be
purchased in any dollar amount or up to 100% of the available reserve.

Investments in other types of authorized securities may be made wit ion that no more than fifty percent

of the total current investment portfolio consists of one type of securi

Custodial Credit Risk - Deposits

returned to it. As of June 30 2020 $0 of the Academy
risk. :

ilure, the Academy’s deposits may not be
$66,020 was exposed to custodial credit

Custodial Credit Risk — Investmeﬁ:_f%

For an investment, this is the risk that ln th : 21| unterparty, the Academy will not be able
to recover the value of its investments or collate [ are in'the possession of an outside party.

The Academy will minimize custodi

dlt risk v

with which the Academy

Foreign Currency Risk

The Academy i est in investments which have this type of risk.

-24«



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 3 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2020, was as follows:

Balance Balance
July 1, 2019 Additions Deletions June 30, 2020

Governmental Activities

Capital Assets Not Being Depreciated:

Land 3 60,000 $ 0 $ 60,000

Construction in Progress 205,867 (205,867) 0

Subtotal 265,867 (205,867) 60,000
Capital Assets Being Depreciated:

Buildings and Improvements 810,821 0 810,821

Furniture, Fixtures and Equipment 0 31,835

Vehicles and Buses 0 25,245

Subtotal 0 867,901
Less Accumulated Depreciation for:

Furniture, Fixtures and Equipment 0 (265)

Vehicles and Buses 0 (8,415)

Subtotal 0 (8,680)
Capital Assets Being Depreciated 837,342 0 859,221
Governmental Activities To

Capital Assets - Net of B . 837342 § (205.867) $ 919,221

NOTE 4 - EXCESS OF E JRES OVER APPROPRIATION IN BUDGETARY FUNDS

P.A. 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur expenditures in excess of
the amount appropriated.

In the body of the financial statements, the Academy's actual expenditures and budgeted expenditures for the
budgetary funds have been shown on a functional basis. The approved budgets of the Academy for these
budgetary funds were adopted at the functional level.

During the year ended June 30, 2020, the Academy incurred expenditures in certain budgetary funds which were
in excess of the amounts appropriated as follows:

Total Amount of Budget
Fund/Function Appropriations Expenditures Variance
General Fund/Support Services $ 448,269 $ 486,610 $ (38,341)
General Fund/Capital Outlay $ 588,550 $ 636,789 $ (48,239)
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ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2020

NOTE 5 - RISK MANAGEMENT

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions and natural disasters. The Academy participates in a pool of educational institutions within
the State of Michigan for self-insuring property. The pool is considered a public entity risk pool. The Academy
pays annual premiums to the pool for the insurance coverage. In the event a pool's total claims and expenses for
a policy year exceed the total normal annual premiums for said years, all members of the specific pool's policy
year may be subject to special assessment to make up the deficiency. The maintains reinsurance claims in
excess of $500,000 for each occurrence with the overall maximum cover eing unlimited. The Academy has
not been informed of any special assessments being required.

The Academy continues to carry commercial insurance, through i or other risks of loss. Settled
claims for the commercial insurance have not exceeded the am

NOTE 6 - RELATED PARTY TRANSACTIONS .

The Academy entered into a contract with losco Re | Service Agency on August 8, 2012 to
operate a public school academy. The contract was rene 019-2020 school year and may be renewed
at the end of the term by sole.discretion of the losco al Educational Services Agency's Board if it
determines that the Academy satisfies the follawing,criteria:

1. The Academy demonstfates'i'rﬁbjg: 3 i ment for all groups of pupils and meets
the educational goals set forth in the

L enroliment sufficient to justify continued operation.
ducational Service Agency a total-of $664,286 for Instructional and Support
gement and Clerical Services and $36,873 in Authorizer fees. The amount
efvise Agency at June 30, 2020 for services rendered and reimbursement of
here was, however, an amount due from losco Regional Educational Service
» 556 for the money that losco Regional Educational Service Agency is holding for

As of June 30, 20 retary of the Alternative Educational Academy of losco County's Board of Education
was also the Exect Director at NEMCSA. During the current fiscal year, the Academy contracted with

s
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City. Michigan

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2020

Final Variance -
Original Amended Favorable
Budget Budget Actual (Unfavorable)
Revenue
Local Sources $ 0 3% 0 612 $ 612
State Sources 1,029,520 1,252,7 1,253,062 356
Federal Sources 15,000 5.881 1,702
Total Revenue 1,044 520 1. 1,259,655 2,670
Expenditures
Current:

Instruction 6,178 55,212
Support Services ,610 (38,341)
Capital Outlay 636,789 (48,239)

Total Expenditures 1,659,577 (31,368)
Excess of Revenue Over (Under) Exper.i‘d?fures (400,022) (28,698)
Fund Balances - Beginning of Year 1,024,111 0

Fund Balances - End of Year 624,089 § (28,698)
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ALTERNATIVE EDUCATIONAL ACADEMY OF 10SCO COUNTY
Tawas City, Michigan

GENERAL FUND
DETAILS OF REVENUE
For the Year Ended June 30, 2020

2020 2019
Actual Actual
Local Sources
Other Local Sources $ 612 $ 629
State Sources
State Aid Foundation Allowance 1,096,318 964,499
Special Education 25,092 8,352
At Risk 122,060 78,101
Other State Revenues 9,592 11,890
Total State Sources 53,062 1,062,842
Federal Sources
Rural Education Achievement: Pragram 4,179 16,324
Other Federal Revenues 1,702 0
Total Federal Sources 5,881 16,324
Total Revenue % 1,259.655 $ 1,079,795
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY

Instruction
Basic Programs:
High School
Purchased Services
Supplies, Materials and Other
Repairs and Maintenance
Other Expenses

Total Instruction

Support Services
Pupil Services:
Attendance Services _
Supplies, Materials and Other,

Social Work
Purchased Services

Total Pupil Services
Instructional Staff:
Instruction Related Technolog
Purchased Services
General Administration:

Board of Education
Purchased Services

Total School Administration

Operations and Maintenance:
Supplies, Materials and Other

Maintenance and Repairs - Building

Utilities - Electric

Transportation:
Purchased Services

Total Support Services

Tawas City, Michigan

GENERAL FUND
DETAILS OF EXPENDITURES
For the Year Ended June 30, 2020
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2020 2019

Actual Actual
525142 $ 479,688
10,879 12,201
38 0
119 105
536,178 491,994
10,000 252
22,962 24,396
32,962 24,648
21,769 23,706
8,415 8.260
215,875 172,833
171,367 170,367
4 20
171,371 170,387
387,246 343,220
9,651 22,344
8,392 405
7,285 351
25,328 23,100
10,890 13,114
486,610 436,048




ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

GENERAL FUND
DETAILS OF EXPENDITURES
For the Year Ended June 30, 2020

2020 2019
Actual Actual
Capital Outlay
Instruction $ 0 % 25,245
Capital Projects 636,789 265,867
636,789 291,112

Total Expenditures $ 1659577 $__ 1219154
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August 7, 2020

INDEPENDENT AUDITORS' 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

Board of Education
Alternative Educational Academy of losco County
Tawas City, 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 goverimental activities and the major fund of the
Alternative Educational Academy of losco County as of and for theg/ear ended June 30, 2020, and the related notes
to the financial statements, which collectively comprise the Alternative Educational Academy-@flosco County's basic
financial statements and have issued our report thereon dated’August 7, 2020,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements; We considered the Alternative Educational
Academy of losco County's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of @xpressing our opinions on the financial
statements, but not for the purpose of expressing ‘an, opinion on theyeffectiveness of the Alternative Educational
Academy of losco County's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Alternative Educational Academy of los€o County's internal control.

A deficiency in internal control gxists when|the design'or, operation of a control does not allow management or
employees, in the normal course of performing their @ssigned functions, to prevent, or detect and correct,
misstatements on a timely basishA material weaknessis,a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonablé 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, inlinternal'control that is less severe than a material weakness, yet important enough to
merit attention by'those charged with governance.

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 Weaknesées. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Alternative Educational Academy of losco County'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.
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Board of Education

Alternative Educational Academy of losco County
August 7, 2020

Page Two

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
compliance. This report is an integral part of an audit performed in accorda with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, ommunication is not suitable

for any other purpose.
!
S)chhhwm, f Comy
]
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Alternative Educational Academy of losco County

27 N. Rempert Road
Tawas City, MI 48763
Telephone (989) 362-3006 Fax: (989) 362-9076

Summary Schedule of Prior Year Audit Findings:

Financial Statement Preparation

operations and financial
Audit Firm to assist in

Finding: Academy personnel prepare financial information to as
condition of the Academy. However, the Academy relies on thei
reporting the annual financial report in accordance with GAAP,

Year of Initial Occurrence: June 30, 2013

sidered to be a Material Weakness
reported under Government Auditing

Status: Significant progress has been made and this is n
or Significant Deficiency and, therefore, is no longer required
Standards.



August 7, 2020

Management and the Board
Alternative Education Academy of losco County
Tawas City, Michigan

We have audited the financial statements of the governmental activities and the majonfund of the Alternative
Education Academy of losco County for the year ended June 30, 2020. Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing standards, Government
Auditing Standards, as well as certain information related td the plannedéSeope and timing of our audit. We have
communicated such information in our letter to you dated July:18; 2019. Professional standards also require that
we communicate to you the following information related to our audit. The appendices to this letter set forth those
communications as foliows:

| Communication with Those Charged with Goveriiance
il Management Comments

We discussed these matters withafarious personnel of the, Academy during the audit and met with management
on August 7, 2020. We would also be pleasgd to meet with\you to discuss these matters at your convenience.

These communications are intended solély for the information and use of management, the Board of Education,
others within the Academy and the Michigan Department of Education and are not intended to be, and should not
be, used by anyone othéfithan those specified parties.

Very truly yours,

SW ¢ Comytwy Pc.



APPENDIX |
COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

Significant Audit Matters
Qualitative Aspects of Accounting Practices

e Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Alternative Education Academy of losco County are described in Note 1 to
the financial statements. We noted no transactions entered into by the Alternative Education Academy of
losco County during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

e Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and currentévents and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affécting them may differ significantly
from those expected.

e The financial statement disclosures are neutral, consistent, and ¢lear.
Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatement

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly trivial, and communicate them<o the appropriate level of management. The
adjustments identified during the audit have been ¢ommunicated to management. A summary of audit differences,
both adjusted and unadjusted was provided to and accepted.by management on August 7, 2020. Management has
determined that the effects of the unadjusted audit differences areimmaterial, both individually and in the aggregate,
to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagfeement with management is a financial accounting, reporting, or auditing matter,
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor's report.
We are pleased to report that ne such disagreements arose during the course of our audit.

Management Representations

We have requested certaimrepresentations from management that are included in the management representation
letter dated August 7, 2020:

Management/Consultations with\Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining'a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the Alternative Education Academy of losco County’s financial statements or a determination of the type
of auditor’s opinion that may b€ expressed on those statements, our professional standards require the consulting
accountant to check with Us to determine that the consultant has all the relevant facts. To our knowledge, there
were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as the Alternative Education Academy of losco County’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.



APPENDIX |
COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

Other Matters

We applied certain limited procedures to Management's Discussion and Analysis and the Budgetary Comparison
Schedule, which are required supplementary information (RSI) that supplements the basic financial statements.
Our procedures consisted of inquiries of management regarding 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 did not audit
the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on Individual Fund Financial Statements, which accompany the financial statements
but are not RSI. With respect to this supplementary information, we made certain inquiries of management and
evaluated the form, content, and methods of preparing the information to determiné that the information complies
with accounting principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior period, and the information is appropriate and completefin relation to our audit of the financial
statements. We compared and reconciled the supplementary information tothe underlying accounting records used
to prepare the financial statements or to the financial statements themseilves.



APPENDIX Il
MANAGEMENT COMMENTS

In planning and performing our audit of the financial statements of the governmental activities and the major fund
and the aggregate remaining fund information of the Alternative Education Academy of losco County as of and for
the year ended June 30, 2020, in accordance with auditing standards generally accepted in the United States of
America, we considered the Alternative Education Academy of losco County’s internal control over financial
reporting (internal control) as a basis for designing 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 the Alternative Education Academy of losco County'’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Alternative Education Academy of losco County’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.

Our consideration of internal control was for the limited purpose déscribed in the first paragraph and was not
designed to identify all deficiencies in internal control that might bé material weaknesses. Given these limitations
during our audit, we did not identify any deficiencies in internal gontrol that we consider to be material weaknesses.
However, material weaknesses may exist that have not beenfidentified.

During our audit, we also became aware of the following deficiency in internal control other than a significant
deficiency or material weakness, or other matter that is an opportunity for strengthening internal controls and
operating efficiency.

ACADEMY APPROVAL OF BIDS

Through review of the current year board minutes, we found(that aithough the Academy Board indicated knowledge
of bidding procedures taking place regarding purchases for the new building, it did not appear that the Academy
Board was formally approving those bids, as required by the Revised School Code. We recommend that the
Academy Board formally approve all such bids in their regular board meetings moving forward, when purchases
exceed the state threshold.

STATUS OF PRIOR YEAR COMMENTS:

We have revieweddhe statusiof comments and recommendations made in the prior year. The status of prior year
comments is asffollows:

Implemented/ Management Situation
Situation Decision To  Progress Still
Comment Corrected Not Implement  Made Exists

Financial Statement Preparation Controls X





