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MANAGEMENT’S DISCUSSION AND ANALYSIS

Arts & Technology Academy of Pontiac is a Pre-Kindergarten through 12th grade Public School Academy located in
Pontiac, Michigan. This Management’s Discussion and Analysis, a requirement of GASB 34, is intended to be the Arts &
Technology Academy of Pontiac administration’s discussion and analysis of the financial results for the fiscal year ended
June 30, 2023.

FINANCIAL HIGHLIGHTS OF THE ACADEMY

Current Fiscal Year | Prior Fiscal Year
State Aid Funding Per Pupil $9,150 $8,700
Enrollment 805 812
General Fund Balance Increase/(Decrease) $174,918 ($207,012)
General Fund Balance as percent of Unrestricted State Aid Revenue 12% 12%

OVERVIEW OF THE FINANCIAL STATEMENTS

U.S. generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two types of
financial statements: Academy-wide Financial Statements and Fund Financial Statements.

FUND FINANCIAL STATEMENTS:

For the most part, the fund financial statements are comparable to general purpose financial statements. The primary
difference is that the Account Groups: General Fixed Assets and General Long-Term Debt are no longer reported. The
fund level statements are reported on a modified accrual basis. Only those assets that are “measurable” and “currently
available” are reported. Liabilities are recognized to the extent they are normally expected to be paid with current
financial resources.

The fund statements are formatted to comply with the legal requirements of the Michigan Department of Education’s
“Accounting Manual.” In the State of Michigan, the Academy’s major instruction and instructional support activities are
reported in the General Fund. Additional governmental activities are reported in their relevant Special Revenue Funds.

In the fund financial statement, capital assets purchased are reported as expenditures in the year of acquisition. No
asset is reported. The issuance of debt is recorded as a financial resource. The current year’s payments of principal and
interest on long-term obligations are recorded as expenditures. Future year’s debt obligations are not recorded.

The academy has one kind of fund:

Governmental fund — Most of the Academy’s basic services are included in governmental funds which generally
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental funds statements
provide a detailed short-term view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the Academy’s programs. Because this information
does not encompass the additional long-term focus of the academy-wide statements, we provide additional
information with the governmental funds statement that explains the relationship (or differences) between
them.




ACADEMY WIDE FINANCIAL STATEMENTS:

The Academy-wide financial statements are maintained using the “full accrual” basis. They report all of the Academy’s
assets and liabilities, both short and long term, regardless if they are “currently available” or not. For example, assets
that are restricted for use in the Debt Funds solely for the payment of long term principal or interest are grouped with
unrestricted assets of the General Fund. Capital assets and long-term obligations of the Academy are reported in the
Statement of Net Position of the Academy-wide financial statements.

The financial statements also include notes that explain some of the information in the statements and provide more
detailed data. The statements are followed by a section of required supplementary information that further explains
and supports the financial statements with a comparison of the Academy’s budget for the year. Figure A-1 shows how
the various parts of the annual report are arranged and related to one another.

Figure A-1 Organization of Arts & Technology Academy of Pontiac Annual Financial Report

N!anaggment S Basic Financial Required Supplementary
Discussion and Statements Information
Analysis
|
District-wide Fund Notes to
Financial Financial Financial
Statements Statements Statements
Summary < > Detail

Figure A-2 summarizes the major features of the Academy’s financial statements, including the portion of the Academy’s
activities they cover and the types of information they contain. The remainder of this overview section of
management’s discussion and analysis highlights the structure and contents of each of the statements.

Figure A — 2 Major Features of the Academy-Wide and Fund Financial Statements

Academy-wide Fund Financial Statements

statements
Scope Entire academy (except All activities of the academy that are not
fiduciary funds) fiduciary
Required financial statements * Statement of net * Balance sheet
position * Statement of revenues, expenditures and

* Statement of activities

changes in fund balances

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

Modified accrual accounting and current

financial resources focus

Type of asset/liability
information

All assets and liabilities,
both financial and capital,
short-term and long-term

Generally assets expected to be used up and
liabilities that come due during the year or
soon thereafter; no capital assets or long-term

liabilities included

Type of inflow/outflow
information

All revenues and
expenses during year,
regardless of when cash is
received or paid

Revenues for which cash is received during or
soon after the end of the year, expenditures
when goods or services have been received and

the related liability is due and payable
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

Current Fiscal Prior Fiscal
Year Year
Ending General Fund Balance $1,000,619 $825,701
Total General Fund Revenue $11,140,828 $9,688,246
State Aid Foundation Allowance as percent of Academy Revenues 79% 79%
Total Cost of Instructional Programs $6,008,371 $4,990,345
Instructional Expenditures as percent of Total Expenditures 59% 51%
Total Cost of Support/Operational Services $4,171,721 $3,716,216
Support/Operational Services as percent of Total Expenditures 41% 38%
Total Expenditures transferred to Debt Service $785,818 $778,203
Transfer to Debt Service as percent of Total Expenditures 7% 8%
ACADEMY GOVERNMENTAL ACTIVITIES
Summary of Net Position:
The following summarizes the net position at fiscal year ended June 30, 2023 and 2022:
2023 2022
Assets
Current Assets S 4,106,007 S 3,605,528
Capital Assets 12,325,059 12,615,664
Less: Accumulated Depreciation 3,981,989 3,515,584
Capital Assets, Net Book Value 8,743,070 9,100,080
Total Assets and Deferred Outflows S 12,849,077 S 12,705,608
Liabilities
Current Liabilities S 2,253,370 S 1,673,472
Long-term Liabilities 9,785,541 10,319,387
Total Liabilities and Deferred Inflows S 12,038,911 S 11,992,859

Net Position
Invested in Capital Assets, Net of Related Debt (Deficit)
Restricted for Food Service
Restricted for Debt Service
Unrestricted

Total Net Position

(683,118) $  (606,329)

26,213 44
863,232 1,020,166
603,839 298,778
810,166 S 712,659




Results of Operations:
For the fiscal year ended June 30, 2023 and 2022, the Academy wide results of operations were:

2023 2022
Amount % of Total Amount % of Total

General Revenue:

State of Michigan Aid - All Sources S 8,840,978 75.50% S 7,632,044 75.83%
Other 170,369 1.45% 95,022 0.94%

Total General Revenue 9,011,347 76.96% 7,727,066 76.77%

Program Revenue:

Charges for Services 223,135 1.91% 95,980 0.95%
Operating Grants - Federal and State 2,474,780 21.14% 2,242,166 22.28%
Total Program Revenue 2,697,915 23.04% 2,338,146 23.23%
Total Revenue 11,709,262 100.00% 10,065,212 100.00%
Expenses:

Instruction and Instructional Services 5,354,943 46.34% 4,334,962 42.12%
Support Services 4,241,080 36.70% 3,643,762 35.41%
Food Service 468,272 4.05% 438,725 4.26%
Capital Outlay 56,041 0.48% 695,147 6.75%
Athletics 106,256 0.92% 69,926 0.68%
Student Activities 29,958 0.26% 11,833 0.05%
Community Services 353,345 3.06% 146,669 1.43%
Interest on Long-term Debt 947,006 8.19% 949,884 9.23%
Total Expenses 11,556,901 100.00% 10,290,908 99.94%

Change in Net Position S 152,361 S (225,696)

During the fiscal year ended June 30, 2023, the Academy’s net position increased by $152,361 as compared to a net
decrease of $225,696 in the prior fiscal year.

State of Michigan Aid and Other Factors affecting Revenue
The State of Michigan aid is determined by the following variables:

Per Student, Foundation Allowance: Annually, the State of Michigan sets the per student foundation
allowance. The Arts & Technology Academy of Pontiac foundation allowance was $9,150.

Student Enrollment: The Academy’s student enrollment for the final blended count of 2022-23 was 805
students. To calculate total state aid to be provided by the foundation allowance, a system (Section 25)
where the funding follows the student was used. This means adjustments were made to the current year
fall count when students enrolled or unenrolled until the current year winter count to calculate the adjusted
fall count. A blend of 90% of the adjusted current year fall count and 10% of the prior year spring count is
multiplied by the Academy’s foundation allowance.

Total Section 25 adjustment was a loss of 2.48 FTE or ($22,692).

Additional federal funding was available during the 2022-23 fiscal year to supplement programs. This
funding is expected to be available again in fiscal year 2023-24.

Subsequent to year end June 30, 2023, preliminary student enrollments for 2023-24 indicate that the 2023 fall
student enrollment will be slightly higher than the 2022-23 levels.

3-4



GENERAL FUND BUDGETARY HIGHLIGHTS

The Uniform Budget Act of the State of Michigan requires that the local Board of Directors approve the original budget
for the upcoming fiscal year prior to July 1, the start of the fiscal year. Over the course of the year, the Academy revised
the annual operating budget two times. These budget amendments fall into several categories:

Changes were made in the second and fourth quarters to account change in student enrollment, federal funding, and
changes in assumptions (e.g. staffing changes, instructional, transportation, food services and community services) since
the original budget was adopted.

The Academy’s revenues from General Fund operations exceeded expenditures by $174,918 for the fiscal year ended
June 30, 2023.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets

The Academy’s net investment in capital assets decreased by $357,010 during the fiscal year. This can be
summarized as follows:

Beginning Ending
Balance 6/30/22 Additions Disposals Balance 6/30/23
Depreciable Capital Assets S - S - S -
Non-Depreciable Capital Assets (Land) 400,000 400,000
Depreciable Capital Assets 12,215,664 109,395 12,325,059
Less: Accumulated Depreciation (3,515,584) (466,405) (3,981,989)
Net Investment in Capital Assets S 9,100,080 S (357,010) S - S 8,743,070

Depreciation Expense

GASB 34 requires Public School Academies to maintain a record of annual depreciation expense and accumulated
depreciation. The net increase in accumulated depreciation expense is a reduction in net assets in the entity wide
financial statements. Depreciation is not recognized in the fund financial statements and has been noted as a
reconciling item in the Academy’s financial statements.

For fiscal year ended June 30, 2023, the net increase in accumulated depreciation was $466,405.
Depreciation expense is recorded on a straight-line basis over the estimated useful lives of assets. In accordance with

U.S. generally accepted accounting principles (GAAP), depreciation expense is recorded based on the original cost of the
asset, less an estimated salvage value.



Debt, Principal Payments

A summary of long-term debt service activities is as follows.

Balance New Principal Balance
6/30/2022 Financings Payments 6/30/2023
Certificates of Participation  $ 10,218,100 $ - $ 212,900 $ 10,005,200
Lease Liability 101,377 - 67,321
Total Long-term Obligations $ 10,319,477 $ - $ 280,221 $ 10,039,256

ECONOMIC FACTORS BEARING ON THE ACADEMY’S FUTURE

The Preliminary Budget for the 2023-24 Fiscal Year was adopted by the Board of Directors in June 2023. Few definite
factors were known as the budget was being drafted, and others were unknown and needed to be projected with
management’s best estimates based on perceived interest from the community. Some key factors and estimates used
in the 2023-24 budget preparation process include:

e State Aid Foundation is estimated with a $250 per pupil increase. The state aid increase was actually $458 per
pupil as approved in the summer of 2023.

e Conservative enrollment projections of 800 students in grades K-12.

e Continued improvement of academic achievement through changes in academic programs.

Since the Academy’s revenue is heavily dependent on State funding and the health of the State’s School Aid Fund, the
actual revenue received depends on the State’s ability to collect revenues to fund its appropriation to School Districts
and Public School Academies. The State periodically holds revenue-estimating conferences to estimate what the State’s
available resources will be throughout the remainder of its fiscal year. In spite of the current economic uncertainties we
remain cautiously confident that the State will find the resources to sufficiently fund current appropriations.

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our students, parents and creditors with a general overview of the Academy’s
finances and to demonstrate the Academy’s accountability for the money it receives. If you have questions about this
report or need additional information, contact the Academy’s office at 888 Enterprise Drive, Pontiac, Michigan.
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