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Independent Auditors' Report

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

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Alternative Educational Academy of losco County, Tawas City, Michigan, as
of and for the year ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the
Academy’s basic financial statements as listed in the index.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the Alternative
Educational Academy of losco County, Tawas City, Michigan, as of June 30, 2022, 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to finnacial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the Alternative Educational
Academy of losco County and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Responsibilities of Management 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; and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substaintial doubt about the Alternative Educational Academy of losco County'
ability to continue as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Offices: 203 S. Second St., P.O. Box 159, West Branch, MI 48661 Members:
East Tawas WWW.scope.com AICPA
West Branch 989-345-0850 « 989-345-4251 Fax MICPA
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Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we:
| Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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
Alternative Educational Academy of losco County's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about the Alternative Educational Academy of losco County’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we idendified during the
audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis, budgetary comparison information, and required pension and other postemployment benefit (OPEB) schedules
be presented to supplement the basic financial statements. Such information is the responsibility of management,
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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Supplementary 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 accompanying individual fund
schedules are presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. The information 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 individual fund schedules are 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 October 10, 2022, on our
consideration of the Alternative Educational Academy of losco County' internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, 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 Alternative Educational
Academy of losco County' 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 the Alternative Educational Academy of
losco County' internal control over financial reporting and compliance.

Stephonim. Compey, £.C.



Alternative Educational Academy of losco County

40 W. M-55
Tawas City, Ml 48763
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2022

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 activities of the Academy for the fiscal
year ended June 30, 2022.

The management’s discussion and analysis is provided at the beginning of the audit report to provide, in layman’s terms,
the past and current position of the Academy’s financial condition. This summary should not 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.

EINANCIAL HIGHLIGHTS

Our financial statements provide these insights into the results of this year's operations. The 2021-2022 school year was
the ninth full year for the Academy’s operations. The overall condition of the funds and governmental activities during the
2021-2022 school year resulted in an ending Net Position of $2,353,031.

The assets of the Academy exceeded its liabilities at the close of the most recent fiscal year by $2,353,031 (net position).
Of this amount, $1,352,115 (unrestricted net position) may be used to meet the Academy’s ongoing obligations to
students and creditors.

The Academy’s total net position increased by $338,616. This represents the degree to which ongoing revenues have
surpassed ongoing expenses. Increasing 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 year, the Academy’s governmental fund reported ending fund balance of $1,352,115.
Of this amount, $1,274,225 is available for spending at the Academy’s discretion (unassigned fund balance). This
represents 88% of the total expenditures of these funds.

The General Fund fund balance had an increase in the current year of $253,326 due to revenues exceeding expenditures.
USING THIS ANNUAL REPORT

This discussion and analysis is 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

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.



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2022

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,
regardless 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 activities) 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 services. 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 maintain control over resources that have been segregated for
specific activities or objectives. The Academy, like other state and local governments, 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. However, unlike the government-wide financial statements, governmental fund
financial statements focus on near-term 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 funds is 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-wide financial statements. By doing so, readers may better understand the long-term impact of the
Academy’s near-term financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenue, expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The Academy maintains two individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenue, expenditures, and changes in fund balance for the
General Fund and the Food Service Fund which are considered to be major funds.

The Academy adopts annual appropriated budgets for its major 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, 2022

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 are fairly stated. Varying degrees of
assurance are being provided by the auditor regarding the Required Supplementary Information and the Other Information
identified above. A user of this report should read the independent auditors’ report 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 $2,353,031 at June 30, 2022. Of that amount, $1,352,115 is unrestricted. Our analysis

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

TABLE 1
NET POSITION
Governmental
Activities
June 30, 2022 __June 30, 2021
Current Assets $ 1,377,859 $ 1,105,736
Noncurrent Assets 1,000,916 915,626
Total Assets 2,378,775 2,021,362
Current Liabilities 25,744 6,947
Net Position
Net Investment in Capital Assets 1,000,916 915,626
Unrestricted 1,352,115 1,098,789
Total Net Position $ 2353031 $ 2014415

The $1,352,115 in unrestricted net 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 $1,352,115 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 IOSCO COUNTY
Tawas City, Michigan

MANAGEMENT’'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2022

TABLE 2
CHANGES IN NET POSITION
Governmental
Activities
Year Ended Year Ended
June 30, 2022 June 30, 2021
Revenue:
Program Revenue:
Charges for Services $ 7,623 $ 0
Operating Grants and Contributions 179,944 314,234
Capital Grants and Contributions 192,275 0
General Revenue:
State School Aid — Unrestricted 1,263,212 1,349,469
Miscellaneous 39,078 1,860
Gain (Loss) on Sale of Capital Assets 7.719 0
Total Revenue 1,689,851 1,665,563

Functions/Program Expenses:

Instruction 644,181 628,411
Support Services 698,889 566,047
Food Services 8165 0
Total Functions/Program Expenses 1,351,235 1,194,458
Change in Net Position 338,616 471,105
Net position - beginning 2,014,415 1,543,310
Net position - ending $ 2,353,031 $ 2,014,415

Governmental activities increased the Academy’s net position by $338,616.

As reported in our Statement of Activities, the cost of all of our governmental activities this year was $1,351,235. Certain
programs were financed by unrestricted state aid of $1,263,212.

MAJOR GOVERNMENTAL FUND BUDGETING AND OPERATING HIGHLIGHTS

The Academy’s budgets are prepared according to Michigan law. The budgeted funds for the Academy are the General
Fund and the Food Service Fund.

During the fiscal year ended June 30, 2022, the Academy amended the budgets of this major governmental fund two
times.

General Fund

The General Fund actual revenue was $1,674,509. That amount is above the original budget estimate of $1,318,218 and
below the final budget estimate of $1,677,712. The variance between the actual revenues and the final amended budget
was the result of the Academy receiving approximately $19,000 less from local sources than anticipated, offset by
receiving approximately $15,500 more from state and federal sources combined.

The actual expenditures of the General Fund were $1,440,141, which is over both the original and final budget estimate s
of $1,354,109 and $1,358,656, respectively. The variance between the actual expenditures and the final amended budget
was the result of the Academy overbudgeting for instruction by approximately $105,000 offset by underbudgeting for
Supporting Services by approximately $110,000, as well as underbudgeted for capital outlay expenses by about
$120,000.

-7 -



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY
Tawas City, Michigan

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2022

GOVERNMENTAL FUND EXPENDITURES

Total governmental fund expenditures amounted to $1,448,306. The governmental funds had an increase in fund balance
of $253,326. The ending fund balance for all governmental funds was $1,352,115, which represents 93% 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

At the end of fiscal year 2022, the Academy had $1,000,916 invested in land, construction in progress, buildings and
improvements , furniture, fixtures and equipment, and vehicles and buses. Of this amount, $53,769 in depreciation has
been taken over the years. The Academy currently has a net book value of $1,000,916.

Current year capital asset additions consisted of a new shed roof for $8,500, a 2019 Dodge Grand Caravan for $25,028, a
2017 Chrysler Pacifica for $23,178, and construction in progress related to the parking lot and basketball courts of
$71,409.

Current year disposals consisted of one Chevy Express Van, disposed of at a gain on sale of asset of $7,719.

Additional information on the Academy’s capital assets can be found in Notes to Financial Statements, Note 4 of this
report.

Long-Term Debt
The Academy does not currently have any debt.
ECONOMIC FACTORS & NEXT YEAR'S BUDGET:

In 2021-22, the Alternative Educational Academy of losco County completed its ninth year of operations with an
enrollment of 155 FTEs for the 2021-22 school year. We are pleased with this number as it continues to allow us to
support the two sites in losco County that we operate. We continue to adjust staffing as enrollment and needs change.

Moving forward, the Academy continues operating the Tawas site out of its own building. Enrollment is anticipated to fall
between 130-160 FTEs. The 2022-23 budget was built conservatively but will be revised once actual enrollment is
known. The Academy is now staffed with six full-time instructors, a full-time social worker, two half-time administrators, a
full-time secretary, a full-time school success worker, and a part-time custodian.

The Academy Board continues to work hard to keep expenditures down and to maintain revenue levels that are within
their control. State Aid from the State of Michigan is the greatest source of revenue for the agency at approximately 85%.

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:

Jacob Sheltrown, IRESA Business Manager
Alternative Educational Academy of losco County
27 N. Rempert Road

Tawas City, MI 48763

Office Telephone (989) 362-3006



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

STATEMENT OF NET POSITION
June 30, 2022

Governmental
Activities
Assets
Cash and Cash Equivalents $ 240,642
Receivables:
Due from Other Governmental Units 402,863
Due from Related Parties 727,676
Prepaid Items 6,678
Noncurrent Assets:
Capital Assets Not Being Depreciated 131,409
Capital Assets, Net of Accumulated Depreciation 869,507
Total Assets 2,378,775
Liabilities
Accounts Payable 12,645

Due to Other Governmental Units
Total Liabilities

Net Position
Net Investment in Capital Assets 1,000,916
Unrestricted 1.352.115
Total Net Position $___ 2353031

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

-9-



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

Functions/Programs

Instruction
Support Services
Food Services

Total
General Revenue:
State School Aid - Unrestricted
Miscellaneous
Gain (Loss) on Sale of Capital Assets
Total General Revenue
Change in Net Position

Net Position - Beginning

Net Position - Ending

Tawas

City. Michigan

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2022

Net (Expenses)
Revenue and

Change in

Program Revenues Net Position

Operating Capital Government

Charges for Grants and Grants and Type
Expenses Services Contributions _ _Contributions Activities

$ 644,181 $ 0 $ 179,944 $ 192,275 $ (271,962)
698,889 0 0 0 (698,889)
8,165 7,623 0 0 (542)
$ 1351235 % 7,623 $ 179944 $ 192,275 (971.393)
1,263,212
39,078

The accompanying notes to financial statements are an integral part of this statement.
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7,719

1,310,009
338,616
2,014,415

$ 2,353,031



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

Tawas City, Michigan

BALANCE SHEET

GOVERNMENTAL FUND

Assets
Cash and Cash Equivalents
Receivables:
Due from Other Governmental Units
Due from Related Parties
Due from Other Funds
Prepaid Items

Total Assets

Liabilities
Accounts Payable
Due to Other Funds
Due to Other Governmental Units
Total Liabilities

Fund Equity
Fund Balance:

Nonspendable:
Prepaid Items
Assigned:
Next Year's Budgeted Expenditures
Unassigned
Total Fund Equity

Total Liabilities and Fund Equity

June 30, 2022

Other Governmental

Fund

Special Revenue Total
Fund Governmental

General Fund Food Service Fund Funds
$ 240,100 $ 542 $ 240,642
402,863 0 402,863
727,676 0 727,676
542 0 542
6,678 0 6,678
$ 1377859 $ 542 $ 1,378,401
$ 12,645 $ 0 % 12,645
0 542 542
13,099 0 13,099
25744 542 26,286
6,678 0 6,678
71,212 0 71,212
1,274,225 0 1,274,225
1,352,115 0 1,352,115
$ 1377859 $ 542 $ 1,378,401

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, 2022

Total Governmental Fund Balance $ 1,352,115

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 $ 1,054,685

Capital Asset Accumulated Depreciation (53.769)
1,000,916
Total Net Position - Governmental Activities $ 2,353,031

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

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND

For the Year Ended June 30, 2022

Revenue
Local Sources
State Sources
Federal Sources
Interdistrict Sources
Total Revenue

Expenditures
Current:

Instruction
Support Services
Food Services
Capital Outlay
Total Expenditures

Excess of Revenue Over (Under) Expenditures

Other_Financing Sources
Sale of Capital Assets
Operating Transfers In
Operating Transfers Out
Total other financing sources (uses)

Net Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

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

Other Governmental

Fund
Special Revenue Total
Fund Governmental
General Fund Food Service Fund Funds
$ 39,078 $ 0 % 39,078
1,436,406 0 1,436,406
199,025 0 199,025
0 7,623 7,623
1,674,509 7,623 1,682,132
611,427 0 611,427
700,599 0 700,599
0 8,165 8,165
128,115 0 128,115
1,440,141 8,165 1,448,306
234.368 (542) 233.826
19,500 0 19,500
0 542 542
(542) 0 (542)
18,958 542 19,500
253,326 0 253,326
1,098,789 0 1,098,789
$ 1,352,115 0 % 1,352,115

-13-




ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES OF
THE GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2022

Total Net Change in Fund Balances - Governmental Fund $ 253,326

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.

Depreciation expense (31,044)
Capital outlays reported in the governmental fund 128,115
Gain (loss) on disposal of capital assets (11,781)

85,290

Change in Net position of Governmental Activities $ 338,616

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, 2022

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 Service Agency, as granted by the State of
Michigan. The Academy operates under a Board of Education (five members) represented by members
selected by the Board of Trustees. The Board is responsible for adopting and amending budgets and for
administering the school programs in accordance with governing laws.

The accompanying basic financial statements have been prepared in accordance with accounting principles
generally accepted (GAAP) in the United States of America as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The Academy's reporting entity applies all relevant
GASB pronouncements for determining the various governmental organizations to be included in the reporting
entity.  Alternative Educational Academy of losco County's Board of Education (Board) is the primary
government which has oversight responsibility and control over all activities related to public school education
in the area served by the Alternative Educational Academy of losco County. The Board receives funding from
local and state government sources and must comply with the 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.

B. Fund Accounting

The Academy uses funds to maintain its financial records during the fiscal year. Fund accounting is designed
to demonstrate legal compliance and to aid management by segregating transactions related to certain
Academy functions or activities. A fund is defined as a fiscal and accounting entity with a self-balancing set of
accounts. The various funds of the Academy are grouped into the governmental category.

Governmental Funds

Governmental funds focus on the sources, uses and balances of current financial resources. Expendable
assets are assigned to 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.

The governmental funds of the school district account for other resources whos use is restricted for a particular
purpose.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

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 contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues that are not classified as program revenues are presented as general
revenues of the Academy, with certain limited exceptions. The comparison of direct expenses with program
revenues identifies the extent to which each governmental function is self-financing or draws from the general
revenues of the Academy.

Net position is reported as restricted when constraints placed on net position use are either externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments or imposed by law through constitutional provisions or enabling legislation. Restricted assets are
used first to fund appropriations before unrestricted assets are used.

Separate financial statements are provided for governmental funds. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Fund Financial Statements:

Fund financial statements report detailed information about the Academy. The focus of governmental fund
financial statements is on major funds rather than reporting funds by type. Each major fund is presented in a
separate column.

The accounting and reporting treatment applied to a fund is determined by its measurement focus. All
governmental fund types are accounted for using the modified accrual basis of accounting and the current
financial resources measurement focus. The financial statements for governmental funds are a balance sheet,
which generally includes only current assets and current liabilities, and a statement of revenue, expenditures
and changes in fund balance, 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.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Basis of Accounting (Continued)

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.

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, entitlements 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 the resources are required to be used
or the fiscal year when use is first permitted; matching requirements, in which the Academy must provide local
resources to be used for a specified purpose; and expenditure requirements, in which the resources are
provided to the Academy on a reimbursement basis. On a modified accrual basis, revenues from
nonexchange transactions must also be available before they can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at fiscal year-end: grants, student fees and rentals.

Deferred Outflows/Inflows of Resources:

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until that time.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time.

Expenses/Expenditures:

On the accrual basis of accounting, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation, are not recognized
in governmental funds.

E. Cash and Cash Equivalents

For presentation on the 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.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 Items

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.

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 position but are not reported in the
fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) using a $5,000 capitalization threshold
and updated for additions and retirements during the year. Donated fixed assets are recorded at their fair
market values as of the date received. The Academy does not possess any infrastructure. Improvements are
capitalized; the cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset’s life are not.

All reported capital assets are depreciated. Improvements are depreciated over the remaining useful lives of
the related capital assets. Depreciation is computed using the straight-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

I. Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements. In general, payables and accrued liabilities that will be paid from governmental funds are reported
as a liability in the fund financial statements at the time they are incurred, to the extent that they will be paid
from current, expendable, financial resources. In general, payments made within 60 days after year end are
considered to have been made with current available financial resources. However, bonds and other long-term
obligations, compensated absences, claims and judgments, contractually required pension contributions and
special termination benefits that will be paid from governmental funds are recognized as a liability in the fund
financial statements when they become due for payment.

-18 -



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

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:

Net investment in capital assets - consists of net capital assets reduced by outstanding balances of any
related debt obligations and deferred inflows of resources attributable to the acquisition, construction, or
improvement of those assets and increased by balances of deferred outflows of resources related to those
assets.

Restricted net position - net position is considered restricted if their use is constrained to a particular purpose.
Restrictions are imposed by external organizations such as federal or state laws or buyers of the Academy's
bonds. Restricted net position is reduced by liabilities and deferred inflows of resources related to the
restricted assets.

Unrestricted net position - consists of all other net position that does not meet the definition of the above two
components and is available for general use by the Academy.

When an expense is incurred for purposes for which both restricted and unrestricted net position are available,
management applies restricted net position first, unless a determination is made to use unrestricted net
position. The Academy's policy concerning which to apply first varies with the intended use and legal
requirements. Management typically makes this decision on a transactional basis at the incurrence of the
expenditure.

K. Eund Balances

In the fund financial statements, governmental funds report aggregate amounts for five classifications of fund
balances based on the constraints imposed on the use of these resources. The nonspendable fund balance
classification includes amounts that cannot be spent because they are either (a) not in spendable form—pre-
paid items or inventories; or (b) legally or contractually required to be maintained intact.

The spendable portion of the fund balance comprises the remaining four classifications: restricted, committed,
assigned, and unassigned.

Restricted fund balance. This classification reflects the constraints imposed on resources either (a) externally
by creditors, grantors, contributors, or laws or regulations of other governments; or (b) imposed by law
through constitutional provisions or enabling legislation.

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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Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

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 negative balances) that are reported in
governmental funds, other than the General Fund, that are not classified as nonspendable and are neither
restricted nor committed.

Unassigned fund balance. This fund balance is the residual classification for the General Fund. It is also
used to report negative fund balances in other governmental funds.

When both restricted and unrestricted resources are available for use, the Academy uses externally restricted
resources first, then unrestricted resources—committed, assigned, and unassigned—in order as needed.

L. Foundation Revenue

The State of Michigan has adopted a foundation grant approach which provides for a specific annual amount of
revenue per student based on a state-wide formula. The foundation allowance is funded from state and local
sources. Revenues from state sources are primarily governed by the School Aid Act and the School Code of
Michigan. The Michigan Department of Education administers the allocation of state funds to school districts
based on information supplied by the Academy. For the year ended June 30, 2022, the foundation allowance
was based on the average of pupil membership counts taken in October (90%) and February (10%) of 2021.

M. State Categorical Revenue

The Academy also receives revenue from the state to administer certain categorical education programs.
State rules require that revenue earmarked for these programs be expended for its specific purpose.
Categorical funds received which are not expended by the close of the fiscal year are recorded as unearned
revenue.

N. Extraordinary and Special Iltems

Extraordinary items are transactions or events that are both unusual in nature and infrequent in occurrence.
Special items are transactions or events that are within the control of the Board and that are either unusual in
nature or infrequent in occurrence. Neither type of transaction occurred during the fiscal year ended June 30,
2022.

O. Economic_Dependency

The Academy received approximately 85% 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.
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ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 school districts prior to the expenditure
of monies in a fiscal year in accordance with GAAP.

Alternative Educational Academy of losco County follows these procedures in establishing the budgetary data
reflected in the financial statements.

1. The Academy's Chief Administrative Officer submits to the Board a proposed budget prior to July 1 of
each year. The budget includes proposed expenditures and the means of financing them.

2. A public hearing is conducted to obtain taxpayer comments.

3. Budgeted amounts are as originally adopted, or as amended by the Board throughout the year.

Individual amendments were not material in relation to the original appropriations.

4. Appropriations lapse at year-end and therefore cancel all encumbrances. These appropriations are re-
established at the beginning of the following year.

R. Reclassifications

Certain prior year amounts have been reclassified to conform with the current year presentation.

NOTE 2 - NEW ACCOUNTING PRINCIPLES

For 2022, the Academy implemented GASB Statement No. 87 "Leases". The objective of this Statement is to
increase the usefulness of governments' 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 the underlying asset.
Under this Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease asset,
and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby enhancing the
relevance and consistency of information about governments' leasing activities.

NOTE 3 - DEPOSITS AND INVESTMENTS

At year-end, the Academy’s deposits and investments were reported in the basic financial statements in the
following categories:

Cash and Cash Equivalents $____ 240642
The breakdown between deposits and investments is as follows:

Primary
Government

Bank Deposits (Checking Accounts) $ 240,642

-21 -



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 3 - DEPOSITS AND INVESTMENTS (CONTINUED)

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.

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 payment of 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 with the provision that no more than fifty percent
of the total current investment portfolio consists of one type of security.

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. As of June 30, 2022, $0 of the Academy's bank balance of $240,642 was exposed to custodial
credit risk.

Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of the failure of the counterparty, the Academy will not be able
to recover the value of its investments or collateral securities that are in the possession of an outside party.

The Academy will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by; limiting investments to the types of securities approved in the District’'s Investment policy which is in
accordance with State law; and pre-qualifying the financial institutions, broker/dealers, intermediaries and advisors
with which the Academy will do business.

Foreign Currency Risk

The Academy is not authorized to invest in investments which have this type of risk.

-22 -



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 4 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2022, was as follows:

Balance Balance
July 1, 2021 Additions Deletions June 30, 2022

Governmental Activities
Capital Assets Not Being Depreciated:

Land $ 60,000 $ 0 $ 0 $ 60,000

Construction in Progress 0 71,409 0 71,409

Subtotal 60,000 71,409 0 131,409
Capital Assets Being Depreciated:

Buildings and Improvements 834,735 8,500 0 843,235

Furniture, Fixtures and Equipment 31,835 0 0 31,835

Vehicles and Buses 25,245 48,206 (25,245) 48,206

Subtotal 891,815 56,706 (25,245) 923,276
Less Accumulated Depreciation for:

Buildings and Improvements (20,868) (21,031) 0 (41,900)

Furniture, Fixtures and Equipment (1,857) (1,592) 0 (3,448)

Vehicles and Buses (13,464) (8,421) 13,464 (8,421)

Subtotal (36,189) (31,044) 13,464 (53.769)
Capital Assets Being Depreciated 855,626 25,662 (11,781) 869,507
Governmental Activities Total

Capital Assets - Net of Depreciation $ 915626 $_____ 97071 $ 11,781) $____ 1,000,916

Depreciation expense was charged to activities of the Academy as follows:

Governmental Activities

Instruction $ 15,930
Support Services

15,114

$ 31,044

-23-



ALTERNATIVE EDUCATIONAL ACADEMY OF I0SCO COUNTY
Tawas City, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 5 - EXCESS OF EXPENDITURES 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, 2022, 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 $ 591,217 $ 700,599 $ (109,382)
General Fund/Capital Outlay $ 8,500 $ 128,115 $ (119,615)
General Fund/Operating Transfers Out $ 0 $ 542 $ (542)

NOTE 6 - 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 pool maintains reinsurance claims in
excess of $500,000 for each occurrence with the overall maximum coverage being unlimited. The Academy has
not been informed of any special assessments being required.

The Academy continues to carry commercial insurance, through its Authorizer, for other risks of loss. Settled
claims for the commercial insurance have not exceeded the amount of insurance coverage.

NOTE 7 - COMMITMENTS

The Academy had commitments in the amount of $60,178 outstanding at June 30, 2022. The commitments are
summarized in the following table:

Remaining Contract
Commitment at June

Project Total Contract 30, 2022
Basketball Court - Schaaf & Associated Construction, Inc. $ 31652 $ 2,216
Parking Lot - Russo Engineering, Inc. 99,935 57,962

$_____ 131587 $______ 60178
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NOTE 8 - RELATED PARTY TRANSACTIONS

The Academy entered into a contract with losco Regional Educational Service Agency on August 8, 2012 to
operate a public school academy. The contract was renewed for the 2021-2022 school year and may be renewed
at the end of the term by sole discretion of the losco Regional Educational Services Agency's Board if it
determines that the Academy satisfies the following criteria:

1. The Academy demonstrates improved pupil academic achievement for all groups of pupils and meets
the educational goals set forth in the Contract.

2. The Academy complies with the Contract and all applicable law.

3. The Academy meets generally accepted public sector accounting principles and demonstrates sound
fiscal stewardship.

4. The Academy maintains adequate student enrollment sufficient to justify continued operation.

The Academy paid losco Regional Educational Service Agency a total of $887,488 for Instructional and Support
Services, $100,000 for Business Management and Clerical Services and $42,983 in Authorizer fees. The amount
due to losco Regional Educational Service Agency at June 30, 2022 for services rendered and reimbursement of
operating expenses was $7,789. There was also an amount due from losco Regional Educational Service Agency
at June 30, 2022 of $727,676 for the money that losco Regional Educational Service Agency is holding for the
Academy at year end.

As of June 30, 2022, the Secretary of the Alternative Educational Academny of losco County's Board of Education

was also the Director of NEMSCA. During the current fiscal year, the Academy contracted with NEMSCA for their
school success worker, for a total cost of $33,000.
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ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
GENERAL FUND

Tawas City, Michigan

For the Year Ended June 30, 2022

Revenue
Local Sources
State Sources
Federal Sources
Total Revenue

Expenditures
Current:

Instruction
Support Services
Outgoing Transfers to Other Districts
Capital Outlay
Total Expenditures

Excess of Revenue Over (Under) Expenditures

Other Financing Sources
Sale of Capital Assets
Operating Transfers Out
Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balances - Beginning of Year

Fund Balances - End of Year

Final Variance -
Original Amended Favorable
Budget Budget Actual (Unfavorable)
$ 0 $ 57,800 $ 39,078 $ (18,722)
1,242,000 1,427,290 1,436,406 9,116
76,218 192,622 199,025 6,403
1,318,218 1,677,712 1,674,509 (3,203)
691,418 715,956 611,427 104,529
609,288 591,217 700,599 (109,382)
43,403 42,983 0 42,983
10,000 8,500 128,115 (119,615)
1,354,109 1,358,656 1,440,141 (81,485)
(35,891) 319,056 234,368 (84.,688)
0 0 19,500 19,500
0 0 (542) (542)
0 0 18,958 18,958
(35,891) 319,056 253,326 (65,730)
1,098,789 1,098,789 1,098,789 0
$_ 1062898 $__ 1417845 $__ 1352115 $ (65.730)
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ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

For the Year Ended June 30, 2022

Tawas City, Michigan

GENERAL FUND
DETAILS OF REVENUE

Local Sources
Other Local Sources

State_Sources
State Aid Foundation Allowance
Special Education
At Risk
Other State Revenues

Federal Sources
Rural Education Achievement Program
COVID-19 Grants

Other Financing Sources
Sale of Capital Assets

Total Revenue and Other Financing Sources
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2022 2021
Actual Actual
$ 39,078 $ 1,860
1,256,323 1,162,783
59,725 73,920
113,469 154,130
6,889 191,966
1,436,406 1,582,799
6,144 0
192,881 80,904
199,025 80,904
19,500 0
$ 1,694,009 $ 1,665,563



ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

Instruction
Basic Programs:
Junior High School
Purchased Services

High School
Purchased Services
Supplies, Materials and Other
Other Expenses

Total Instruction

Support Services
Pupil Services:

Attendance Services
Purchased Services
Supplies, Materials and Other

Social Work
Purchased Services

Total Pupil Services

Instructional Staff:
Instruction Related Technology
Purchased Services

General Administration:
Board of Education
Purchased Services

School Administration:
Office of the Principal
Purchased Services

Other Administration

Purchased Services
Supplies, Materials and Other

Total School Administration

Tawas City, Michigan

GENERAL FUND
DETAILS OF EXPENDITURES
For the Year Ended June 30, 2022

2022 2021

Actual Actual
$ 2146 $ 0
582,797 559,648
26,229 37,408
255 346
609,281 597,402
611,427 597,402
0 1,108
4,601 7,564
4,601 8,672
16,809 18,046
21,410 26,718
47,863 34,527
9,010 8,700
370,495 287,031
185,789 176,674
15 4,479
185,804 181,153
556,299 468,184
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ALTERNATIVE EDUCATIONAL ACADEMY OF IOSCO COUNTY

Tawas City, Michigan

GENERAL FUND
DETAILS OF EXPENDITURES
For the Year Ended June 30, 2022

Operations and Maintenance:
Supplies, Materials and Other
Maintenance and Repairs - Building
Utilities - Electric
Utilities - Waste Removal

Transportation:
Purchased Services

Central Services:
Central Services

Purchased Services

Total Support Services

Capital Outlay
Capital Projects

Other Financing Uses
Operating Transfers Out

Total Expenditures and Other Financing Uses
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2022 2021
Actual Actual
$ 6,144 $ 0
26,203 15,590
9,997 6,203
1,878 1,840
44,222 23.633
12,165 7,785
9,630 0
700,599 569,547
128,115 0
542 0
$__1440683 $__ 1166949
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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 governmental activities, the major fund and the
aggregate remaining fund information of the Alternative Educational Academy of losco County as of and for the
year ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the
Alternative Educational Academy of losco County's basic financial statements and have issued our report thereon
dated October 10, 2022.

Report on 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) 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 Educational
Academy of losco County's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Alternative Educational 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. 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.

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 or significant deficiencies may exist that have
not been identified.
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Board of Education

Alternative Educational Academy of losco County
October 10, 2022

Page Two

Report on 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 financial statements. 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.
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Management and the Board
Alternative Education Academy of losco County
Tawas City, Michigan

We have audited the financial statements of the governmental activities, the major fund, and the aggregate
remaining fund information of the Alternative Education Academy of losco County for the year ended June 30, 2022.
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 to the planned
scope and timing of our audit. We have communicated such information in our letter to you dated November 21,
2021. 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 follows:

| Communication with Those Charged with Governance
II Management Comments

We discussed these matters with various personnel of the Academy during the audit and met with management on
October 10, 2022. We would also be pleased to meet with you to discuss these matters at your convenience.

These communications are intended solely 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 other than those specified parties.

Very truly yours,

Stephentan ¢ Compansy, £,
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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. As described in Note 2 to the financial statements, the Academy changed
accounting policies related to Leases, by adopting statement of Governmental Accounting Standards
(GASB Statement) No. 87, “Leases”, in 2022. We noted no transactions entered into by the Academy 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.

o For 2023, Academy will be required to implement GASB Statement No. 96, “Subscription-based
Information Technology Arrangements”, which provides guidance on the accounting and financial
reporting for subscription-based information technology arrangements.

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 current events 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 affecting them may differ significantly
from those expected.

e The financial statement disclosures are neutral, consistent, and clear.
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 to the appropriate level of management. The
adjustments identified during the audit have been communicated to management. A summary of audit differences,
both adjusted and unadjusted was provided to and accepted by management on October 10, 2022. Management
has determined that the effects of the unadjusted audit differences are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole

Disagreements with Management

For purposes of this letter, a disagreement 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 auditors’ report.
We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated October 10, 2022.

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 auditors’ opinion that may be 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 determine 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 complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying accounting records used
to prepare the financial statements or to the financial statements themselves.



APPENDIX Il
MANAGEMENT COMMENTS

In planning and performing our audit of the financial statements of the governmental activities, 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, 2022, 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 described in the first paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses. 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.

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

EQUITABLE COST ALLOCATION

During our audit, it was noted that copier fees were allocated equally between the Adult Education Academy of
losco County and the Adult Education Academy of Ogemaw County. However, the utilization of copiers is not equal,
resulting in an unequitable cost allocation between Academies. In addition, we noted that the allocation of postage
meter costs was only being allocated to one of the Academies when both utilize the meter. We recommend that the
Academy begin allocating copier fees based on copier distribution to facilities and usage, as well as develop a better
allocating method for the postage costs.

FOOD SERVICE FUND BUDGET

During the current year, the Academy opened a new Food Service Fund, a Special Revenue Fund for the Academy.
The Uniform Budgeting and Accounting Act requires that all Special Revenue Funds have budgets approved prior
to the close of the fiscal year, which did not happen for the new Food Service Fund. We recommend that the
Academy adopt an original budget for the 2022/2023 school year as soon as possible and ensure that this new fund
becomes part of their regular budget process moving forward.

STATUS OF PRIOR YEAR COMMENTS:

We have reviewed the status of comments and recommendations made in the prior year. The status of prior year
comments is as follows:

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

Communication with Service Organization X



	MD&A
	Page 1
	Page 2
	Page 3
	Page 4
	Page 5

	Financial Statements
	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28

	ROIC
	Page 1
	Page 2

	SAS Letter
	Page 1
	Page 2
	Page 3
	Page 4




