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Independent Auditor’s Report 

 

To the Board of Directors of 

Charlton Heston Academy 

 

Report on Financial Statements 

 

We have audited the accompanying financial statements of the governmental activities, each major fund 

and the aggregate remaining information of Charlton Heston Academy, as of and for the year ended June 

30, 2020, and the related notes to the financial statements, which collectively comprise the Academy’s basic 

financial statements as listed in the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes the 

design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 

of financial statements that are free from material misstatement, whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express opinions on these financial statements based on our audit.  We conducted 

our audit in accordance with auditing standards generally accepted in the United States of America and the 

standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States.  Those standards require that we plan and perform the audit to 

obtain reasonable assurance about whether the financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our audit 

opinions. 

 

 

 

 

Members:  A.I.C.P.A. and M.I.C.P.A. 
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To the Board of Directors 

Charlton Heston Academy 

 

 

Opinions 

 

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 Charlton Heston Academy as of June 30, 2020, and the respective changes in financial 

position for the year then ended in accordance with accounting principles accepted in the United States of 

America. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the management’s 

discussion and analysis and the budgetary comparison information, as identified in the table of contents, be 

presented to supplement the basic financial statements.  Such information, although not a part of the basic 

financial statements is required by the Government Auditing 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 inquires of management about the methods of preparing the information and comparing 

the information for consistency with management’s responses to our inquires, the basic financial statements, 

and other knowledge we obtained during our audit of the basic financial statements.  We do not express an 

opinion or provide any assurance on the information because the limited procedures do not provide us with 

sufficient evidence to express an opinion or provide any assurance. 

 

Other Information 

 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 

comprise Charlton Heston Academy’s basic financial statements.  The nonmajor funds combining statement 

of revenues, expenditures, and changes in fund balances – special revenue funds is presented for purposes 

of additional analysis and is not a required part of the basic financial statements. 

 

The nonmajor funds combining statement of revenues, expenditures, and changes in fund balances, 

statement of revenue and expenditures – budget and actual are the responsibility of management and were 

derived from and relate directly to the underlying accounting and other records used to prepare the basic 

financial statements.  Such 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 nonmajor 

funds combining statement of revenues, expenditures, and changes in fund balances, statement of revenue 

and expenditures – budget and actual are fairly stated in all material respects in relation to the basic financial 

statements as a whole. 
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To the Board of Directors 

Charlton Heston Academy 

 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 7,  

2020, on our consideration of Charlton Heston Academy’s 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 to describe the scope of our testing of 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 Charlton Heston Academy’s internal control over 

financial reporting and compliance. 
 

 
December 7, 2020 
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This section of Charlton Heston Academy (the Academy) annual financial report presents 

discussion and analysis of the Universal Academy's Financial Performance during the 

year ended June 30, 2020. It should be read in conjunction with the Academy's financial 

statements, which immediately follow this section.  

 

Using this Annual Report  

 

This annual report consists of a series of financial statements and notes to those 

statements.  These statements are organized so the reader can understand Charlton Heston 

Academy financially as a whole.  The government-wide financial statements provide 

information about the activities of the whole Academy, presenting both an aggregate 

view of the Academy’s finances and a longer-term view of those finances.  The fund 

financial statements provide the next level of detail.  For governmental activities, these 

statements tell how services were financed in the short term as well as what remains for 

future spending.  The fund financial statements look at the Academy’ operation in more 

detail than the government-wide financial statements by providing information about the 

Academy’s most significant fund – the General Fund – with all other presented in one 

column as non-major funds.  The components of the annual report are as follows: 

 

Management’s Discussion and Analysis (MD&A) 

(Required Supplementary Information) 

 

Basic Financial Statements 

 

Government – wide Financial Statements - Fund Financial Statements  

Notes to the Basic Financial Statements 

(Required Supplementary Information) 

Budgetary Information for Major Fund  

Other Supplementary Information 

 

Reporting the Academy as a Whole – Government – wide Financial Statements 

 

One of the most important questions asked about the Academy is, “As a whole, what is 

the Academy’s financial condition as a result of the year’s activities?” The statement of 

net assets and the statement of activities, which appear first in the Academy’s financial 

statements, report information on the Academy as a whole and its activities in a way that 

helps you answer this question.  We prepare these statements to include all assets and 

liabilities, using the accrual basis of accounting, which is similar to the accounting used 

by most private sector companies.  All of the current year’s revenues and expenses are 

taken into account regardless of when cash is received or paid.   

 

These two statements report the Academy’s net assets – the difference between assets and 

liabilities, as reported in the statement of net assets – as one way to measure the 

Academy’s financial position.  Over time, increases or decrease in the Academy’s net 

assets – as reported in the statement of activities – are indicators of whether its financial 

health is improving or deteriorating.  



5 
 

The relationship between revenues and expenses is the Academy’s operating results.  
However, the Academy’s goal is to provide services to our students, not to generate 
profits as commercial entities do.  One must consider many other non-financial factors, 
such as the quality of the education provided and the safety of the school, to assess the 
overhaul health of the Academy. 
 
The statement of net assets and the statement of activities report the governmental 
activities for the Academy, which encompass all of the Academy’s services, including 
instruction, support services, food services, and athletics.  Unrestricted state aid 
(foundation allowance revenue) and state and federal grants finance most of these 
activities. 
 
Reporting the Academy’s Governmental Fund – Fund Financial Statements  
 
The Academy’s fund financial statements provide detailed information about the General 
Fund – not the Academy as a whole.  The government funds of the Academy use the 
following accounting approach: 
 
Governmental Funds – All of the Academy’s services are reported in the governmental 
funds.  Governmental fund reporting focuses on showing how money flows into and out 
of funds and the balances left at year end that are available for spending.  They are 
reported using an accounting method called modified accrual accounting, which 
measures cash and all other financial assets that can readily be converted to cash. The 
governmental fund statements provide a detailed short-term view of operations of the 
Academy and the services it provides.  Governmental fund information 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.  We describe the relationship (or 
difference) between governmental activities (reported in the statement of net assets and 
the statement of activities) and the governmental fund reconciliations.   
 
 

The School District as a Whole 
 
As discussed above, the Statement of Net Assets provides information of the Academy as 
a whole. Table 1 provides a summary of Charlton Heston Academy's net assets as of June 
30, 2020: 
 

Table 1-Summary of Charlton Heston Academy's Net Assets 
 
              Governmental 
                   Activities  

 
Assets                                                                                       2020           

Current and other Assets                           $  2,155.9  
Capital Assets – Net of Accumulated Depreciation                        $  5,819.2  
   Total Assets                          $  7,975.1  
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Liabilities 

Current Liabilities                   $1,001.3  
Long-Term Liabilities                   $5,233.9  
   Total Liabilities                $6,235.2  
 

Net Assets 
Invested in capital assets                  $ 585.4 
Unrestricted                               $ 952.4 
    

Total Net Assets                        $ 1,537.8     
 
 
Net Assets – The Academy’s financial position was stable during the current year, with 
the total net assets of approximately $1,537,766.  
 
The above analysis focuses on the net assets (see Table I).  The change in net assets (see 
Table 2) of the academy’s governmental activities is discussed below.  The Academy’s 
net assets were approximately $1,537,766 at June 30, 2020.  Capital assets, recorded at 
historical cost, net of depreciation and related debt, totaled approximately $5,819,254. 
Debt was used to finance the acquisition of those assets.  The remaining amount of net 
assets, approximately $585,363 was unrestricted. 
 
The approximately $952,403 in restricted and unrestricted net assets of governmental 
activities represents the accumulated results of all past years’ operations.  The 
unrestricted net assets balance enables the Academy to meet working capital and cash 
flow requirements as well as to provide for future uncertainties.  The operating results of 
the General Fund will have a significant impact on the change in unrestricted net assets 
from year to year. 
 
The results of this year’s operations for the Academy as a whole are reported in the 
statement of activities (see Table 2), which shows the change in net assets for fiscal 
ended June 30, 2020. 

 
Table 2 – Summary of the Statement of Activities 
 

          Governmental 
                                Activities  
                          2020           
                    (in thousands) 

      Revenues                                                                           Amount 
Program Revenues: 

Charges for Services                  $         0.0             
Operating Grants and Contributions                  $   1,309.1   
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General Revenues: 
State foundation allowance         $    6,319.2     
Other         $       108.1       

      
Total Revenues      $     6,427.3  

Function/Program Expenses: 
 Instruction and instructional staff services   $     3,263.1  
 Support Services      $     2,741.6  
 Athletics        $        105.5  
 Food Services       $        570.3 
 Capital Projects      $          17.2 

Interest on long –term debt      $        230.8  
Depreciation        $        335.7  
 
 Total Expenses     $     7,264.6  

                 
        Increase (Decrease) in Net Assets      $       471.8   
 
Increase in Net Assets 
 
As reported in the statement of activities, the cost of all of our governmental activities 
this year was approximately $7,264,616.  Certain activities were partially funded from 
those who benefited from the programs or by other governments and organizations that 
subsidized certain programs with grants and contributions of approximately $1,309,087.  
We paid for the remaining “public benefit” portion of our governmental activities with 
approximately $6,427,348 in state foundation allowance and with our other revenues. 
 
As discussed above, the net cost shows the financial burden that was placed on the 
Academy by each of these functions.  Since unrestricted state aid constitutes the vast 
majority of Academy operating revenue sources, the board of directors and 
administration must annually evaluate the needs of the Academy and balanced those 
needs with state-prescribed available unrestricted resources.   

 
The Academy’s Funds 
 
As we noted earlier, the Academy uses funds to help it control and manage money for 
particular purposes.  Looking at funds helps the reader consider whether the Academy is 
being accountable for the resources the State and others provide to it and may provide 
insight into the Academy’s overall financial health. 
 
As the Academy completed this year, the governmental funds reported a combined fund 
balance of approximately $952,403.  
 
The General Fund is available to fund costs related to school operations. 
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Our Special Revenue Funds were stable in that they maintain comparable fund balances.  
Excess expenditures over revenue are funded through a fund balance transfer from the 
General Fund.  Food service, athletics admissions, and fund-raising revenue are not 
sufficient to completely support these programs.  
 

General Fund Budgetary Highlights:  
 
Over the course of the year, the Academy revises its budget as it attempts to deal with 
unexpected changes in revenues and expenditures.  State law requires that the budget to 
be amended to ensure that expenditure do not exceed appropriations.  The final 
amendment to the budget was actually adopted just before year end.  A schedule showing 
the Academy’s original and final budget amounts compared with amounts actually paid 
and received is provided in the required supplementary information of these financial 
statements.   
 
There were revisions made to the 2019-2020 General Fund original budgets. Budgeted 
revenues decreased approximately $124,853 due mainly to federal programs revenue 
unavailable until after 60 day rule. The federal and state programs are expensed and then 
claimed for reimbursement and the state aid per pupil foundation allowance decrease 
FY2020. 
 
Overall budgeted expenditures decreased approximately $50,586, mainly in instructional 
and operational expenses. Variances were caused by reductions in reduced costs for 
maintenance and reduce costs for instructional programs.  

 
 
Capital Assets and Debt Administration 
 
 
Capital Assets 
 
As of June 30, 2020, the Academy had approximately $585,363 invested in net capital 
assets, including leasehold improvements, furniture, equipment and vehicles.   
                                 
                                                                                                    2020                       
   
Building and building improvements                         $ 5,098.7        
Computers, machines, and equipment                        $    264.3       
Furniture and equipment                              $    328.7 
Vehicles         $    127.5             
  

Total Capital Assets                          $ 5,819.2    
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Debt 

 

Debt includes commercial mortgage term loan of $5,342,000 entered on 7/15/2019 with 
Mercantile Bank of Michigan. The debt is amortized over 24 years at approximately 5%. 
At fiscal year end 2020, the academy reduced its principal by $108,110.  

 
 

 
Economic Factors and Next Year’s Budget 

One of the most important factors affecting the budget is our student count. The state 
foundation allowance is determined by multiplying the blended student count by the 
foundation allowance per pupil. The blended count for the 2020 fiscal year is 75 percent 
of the October 2019 and February 2019 counts and 25 percent of October 2020 and 
February 2020 student counts. The original 2021 budget was adopted in June 2020 based 
on the estimate of 700 students to be enrolled in September 2020. Based on early 
enrollment data at the start of the 2020-2021 school year, we anticipate that the fall 
student count will meet our estimates. Once the final student count and related per pupil 
funding is validated, state law requires the Academy to amend the budget if actual 
Academy resources are not sufficient to fund original appropriations. 

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 academies.  The State periodically holds a 
revenue-estimating conference to estimate revenues.  If the State estimates that funds are 
not sufficient to fund the appropriation, the legislature must revise the appropriation and 
prorating of state aid will occur.  The impact on the Academy of a possible State 
projected revenue shortfall is not known.  

Other factors bearing on the financial aspect of the academy is the COVID-19 pandemic. 
The future funding for all Michigan schools could see an impact to its revenues with the 
pandemic’s uncertainty.  

 



Governmental

Assets
    Cash and investments 778,402$        
    Receivables 1,350,658       
    Prepaid expenses 18,870            
    Deposits 7,956              
    Capital assets - Net 5,819,254       

Total assets 7,975,139       
 

Liabilities
    Accounts payable 102,482          
    Accrued payroll and related liabilities 121,808          
    State aid note payable 750,000          

Deferred revenue 26,998            
    Noncurrent liabilities  
      Due within one year 123,753          
      Due in more than one year 5,110,138       

Total liabilities 6,235,178       

Net Assets
    Invested in capital assets - Net of related debt 585,363          
    Unrestricted 952,403          

Total net assets 1,537,766$     

 
 
 

The Notes to Financial Statements are an Integral Part of this Statement.

CHARLTON HESTON ACADEMY

JUNE 30, 2020

Activities

STATEMENT OF NET POSITION
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Activities
Net (Expenses)

Operating Revenues and
Charges for Grants and Changes in

Expenses Services Contributions Net Assets

Functions/Programs
 
Primary government - Governmental  
    activities:
      Instruction 3,263,143$        -$                   589,327$           (2,673,816)$       
      Support services 2,741,615          -                     -                     (2,741,615)         
      Athletics 105,511             -                     -                     (105,511)            
      Food services 570,250             -                     719,760             149,510             
      Capital projects 17,615               -                     -                     (17,615)              
      Interest 230,763             -                     -                     (230,763)            
      Depreciation expense
        (unallocated) 335,720             -                     -                     (335,720)            

 
          Total governmental activities 7,264,616$        -$                   1,309,087$        (5,955,530)         

 
 General revenues  
     State aid  6,319,220          

    Other 108,128             
 

6,427,348          
 

Change in Net Assets  471,819             
Prior period adjustment 218,423             
Net Assets - Beginning of year  847,524             

 
Net Assets - End of year 1,537,766$        

  

Program Revenues

Functions/Programs

The Notes to Financial Statements are an Integral Part of this Statement.

CHARLTON HESTON ACADEMY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2020
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Nonmajor Total
General Governmental Governmental

Fund Funds Funds

Cash and investments 544,094$        234,308$        778,402$        
Receivables 18,305            -                  18,305            
Due from other governmental units 1,238,091       94,262            1,332,353       
Due from other funds -                  -                  -                  
Deposits 7,956              -                  7,956              
Prepaid expenses 18,870            -                  18,870            

Total assets 1,827,316$     328,570$        2,155,885$     

 

Liabilities
    Accounts payable 102,234          248                 102,482          
    Due to other funds -                  -                  -                  
    Accrued payroll and benefits 119,978          1,830              121,808          

Unavailable revenue 202,195          -                  202,195          
Unearned Revenue 26,998            -                  26,998            

    State aid note payable 750,000          -                  750,000          

Total liabilities 1,201,405       2,078              1,203,483       
   

Fund Balances - reported in
    General Fund - Non-Spendable 26,826            -                  26,826            
    General Fund - Unassigned 599,085          599,085          
    Special Revenue Funds -                  326,492          326,492          

Total fund balances 625,911          326,492          952,403          

Total liabilities and fund
      balances 1,827,316$     328,570$        2,155,885$     

  

 

ASSETS

LIABILITIES AND FUND BALANCES

CHARLTON HESTON ACADEMY
BALANCE SHEET

GOVERNMENTAL FUNDS
JUNE 30, 2020
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Total Fund Balances - Governmental Funds 952,403$          

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

        Capital assets used in governmental activities are not financial resources
            and, therefore, not reported as assets in governmental funds

Cost of capital assets 6,940,039$      
Accumulated depreciation (1,120,785)       5,819,254         

         Long-term liabilities not due and payable in the current period
           and, therefore are not reported as liabilities in the 
           governmental funds:  

Mortgage note payable -                   
Capital Improvement payable 5,233,890        (5,233,890)        

Total Net Assets - Governmental Activities 1,537,766$       

The Notes to Financial Statements are an Integral Part of this Statement.

CHARLTON HESTON ACADEMY
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2020
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Nonmajor Total
General Capital Projects Governmental Governmental

Fund Fund Funds Funds
Revenues
      Local sources 108,128$            -$                       0$                       108,128$                
      State sources 6,317,234           -                     1,986                  6,319,220               
      Federal sources 490,259              -                     719,760              1,210,019               

    Total revenues 6,915,621           -                         721,746              7,637,367               

Expenditures
      Current:
          Instruction 3,414,583           -                         -                     3,414,583               
          Support services 2,850,056           -                         -                     2,850,056               
          Athletics    105,511              -                         -                     105,511                  
          Food services -                     -                         570,250              570,250                  
          Capital Projects -                     17,615                -                     17,615                    
      Debt service:
          Principal  135,862              -                         -                     135,862                  
          Interest 230,763              -                         -                     230,763                  

    Total expenditures 6,736,775           17,615                570,250              7,324,640               

Excess (Deficiency) of Revenues Over
      Expenditures 178,846              (17,615)              151,496              312,727                  

Other Financing Sources (Uses)
     Transfers in (out) 16,467                17,600                (34,067)              -                          

    Total other financing sources (uses) 16,467                17,600                (34,067)              -                          

Net Change in Fund Balances 195,313              (15)                     117,429              312,727                  

Fund Balances - Beginning of year 430,598              7,866                  201,212              639,676                  

Fund Balances - End of year 625,911$            7,851$                318,641$            952,403$                

 

The Notes to Financial Statements are an Integral Part of this Statement.

CHARLTON HESTON ACADEMY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2020

IN FUND BALANCES 
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Total Net Change in Fund Balances - Governmental Funds 312,727$       

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

    Capital outlays to purchase or build capital assets are reported
        in governmental funds as expenditures.  However, for
        governmental activities those costs are shown in the
        statement and allocated over their estimated useful lives
        as annual depreciation expenses in the statement of 
        activities.  This is the amount by which depreciation 
        exceeds capital outlays in the period:

Depreciation expense (335,720)    
Capital outlay 229,030      (106,690)        

     Prior period adjustment 199,450
     Repayment of capital lease principal is an expenditure in
      the governmental funds, but not in the statement of
      activities (where it reduces long-term debt) (135,862)        
Current year deferred revenue in Statement of Activity 202,195
Change in Net Assets of Governmental Activities 471,819$       

The Notes to Financial Statements are an Integral Part of this Statement.

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
CHARLTON HESTON ACADEMY

REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2020

15



CHARLTON HESTON ACADEMY 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

The accounting policies of Charlton Heston Academy (the “Academy”) 
conform to accounting principles generally accepted in the United States of 
America (GAAP) as applicable to governmental units.  The following is a 
summary of the significant accounting policies used by the Academy: 
 
 

Reporting Entity 

 
The Academy was formed as a charter school academy pursuant to the 
Michigan School Code of 1976, as amended by Act No. 362 of the Public 
Acts of 1993 and Act No. 416 of the Public Acts of 1994.  The Academy was 
established on April 27, 2012 as a public school academy.  The Academy is 
located in rural northern Michigan area providing education for approximately 
745 students in grades pre-k through 12. 
 
In June 2017, the Academy entered into a five-year contract with the Lake 
Superior State University Board of Trustees to charter a public school 
academy. The contract requires the Academy to act exclusively as a 
governmental agency and not undertake any action inconsistent with its status 
as an entity authorized to receive state school aid funds pursuant to the State 
Constitution.  The Lake Superior State University Board of Trustees is the 
fiscal agent for the Academy and is responsible for overseeing the Academy’s 
compliance with the contract and all applicable laws.  The Academy pays the 
Lake Superior State University Board of Trustees 3 percent of State Aid as 
administrative fees.  The total administrative fees for the year ended June 30, 
2020 to the Lake Superior State University Board of Trustees were 
approximately $181,330. 
 
 
Administrative Services – Charlton Heston Academy has entered into a 
management agreement with MM1, Inc. through June 30, 2022.  Under the 
terms of the management agreement, MM1, Inc. provides all the required 
employee management services for the Academy.  Management fees for the 
year ended June 30, 2020 was approximately $123,220.  
 

 

 

 

 



CHARLTON HESTON ACADEMY 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

   
Measurement Focus, Basis of Accounting, and Financial Statement 

Presentation 

 
Government-wide Financial Statements – The government-wide financial 
statements are reported using the economic resources measurement focus and the 
accrual basis of accounting.  Revenue is recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash 
flows.  Grants, categorical aid, and similar items are recognized as revenue as 
soon as all eligibility requirements imposed by the provider have been met. 
 
As a general rule, the effect of interfund activity has been eliminated from the 
government-wide financial statements. 
 
Amounts reported as program revenue include (1) charges to customers or 
applicants for goods, services, or privileges provided; (2) operating grants and 
contributors; and (3) capital grants and contributors.  Internally dedicated 
resources are reported as general revenue rather than as program revenue.  
Likewise, general revenue includes all unrestricted state and federal aid. 
 
Fund Financial Statements – Governmental fund financial statements are 
reported using the current financial resources measurement focus and the 
modified accrual basis of accounting.  Revenue is recognized as soon as it is both 
measurable and available.  Revenue is considered to be available if it is collected 
within the current period or soon enough thereafter to pay liabilities of the current 
period.  For this purpose, the Academy considers revenues to be available if they 
are collected within 60 days of the end of the current fiscal period.  Expenditures 
generally are recorded when a liability is incurred, as under accrual accounting. 
 
Unrestricted state aid, intergovernmental grants, and interest associated with the 
current fiscal period are all considered to be susceptible to accrual and so have 
been recognized as revenue of the current fiscal period.  All other revenue items 
are considered to be available only when cash is received by the Academy. 
 
The Academy reports the following major governmental fund: 
 
General Fund – The General Fund is the Academy’s primary operating fund.  It 
accounts for all financial resources of the Academy, except those required to be 
accounted for in another fund. 
 
 



CHARLTON HESTON ACADEMY 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

   
Additionally, the Academy reports the following fund type: 
 
Special Revenue Funds – Special Revenue Funds are used to account for the 
proceeds of specific revenue sources that are restricted to expenditure for 
specified purposes. 
 
The Special Revenue Funds are used to segregate, for administrative purposes, the 
transactions of particular activities from regular revenue and expenditure 
accounts.  The Special Revenue Funds maintained by the Academy account for 
food service and capital projects fund. 
 
Assets, Liabilities, and Net Assets or Equity 

 

Cash and Investments - Cash and investments include cash on hand, demand 
deposits, and short-term investments with a maturity of twelve months or less 
when acquired.  Investments are stated at fair value. 
 
Receivables and Payables – In general, outstanding balances between funds are 
reported as “due to/from other funds.”  Activities between funds that are 
representative of lending/borrowing arrangements outstanding at the end of the 
fiscal year are referred to as “advances to/from other funds.” 
 
Accounts receivable are shown net of allowance for uncollectible amounts.  
Management determines the allowance based on a specific review of items where 
collectibility is questionable. 
 
Capital Assets – Capital assets, which include building improvements, furniture, 
and equipment, are reported in the applicable governmental column in the 
government-wide financial statements.  Capital assets are defined by the 
Academy as assets with an initial individual cost of more than $500 and an 
estimated useful life in excess of three years.  Such assets are recorded at 
historical cost or estimated historical cost if purchased or constructed.  Costs of 
normal repair and maintenance that do not add to the value or materially extend 
asset life are not capitalized.  The Academy does not have infrastructure-type 
assets. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
Building, equipment, and vehicles are depreciated using the straight-line method 
over the following useful lives: 
 

Buildings and building additions       7 to 50 years 
Machines and equipment       8 to 20 years 
Computers and software      5 years 
Furniture and other equipment       10 to 20 years 
 

MPSERS Liability – The Academy contracts with an outside company to 
provide staffing personnel during the year.  Consequently, these staffing costs are 
treated as purchased services in these financial statements.  The Academy does 
not have an obligation to fund the Michigan Public School Employees’ 
Retirement System (MPSERS) for the year 2020. There are no values to report for 
2020. 
 
Long-term Obligations – In the district-wide financial statements, long-term 
debt and other long-term obligations are reported as liabilities in the statement of 
net assets. 
 
In the fund financial statements, governmental fund types recognize obligations in 
the period the obligations mature. 
 
Fund Equity – In the fund financial statements, governmental funds report 
reservations of fund balance for amounts that are not available for appropriation 
or are legally restricted by outside parties for use for a specific purpose.  
Designations of fund balance represent tentative management plans that are 
subject to change. 
 
Comparative Data – Comparative data is not included in the Academy’s 
financial statements. 
 
Use of Estimates – The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ 
from those estimates. 
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NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

 

Budgetary Information – Annual budgets are adopted on a basis consistent with 
generally accepted accounting principles and state law for the General Fund and 
all Special Revenue Funds.  All annual appropriations lapse at fiscal year- end. 
 
The budget document presents information by fund and function.  The legal level 
of budgetary control adopted by the governing body (i.e., the level at which 
expenditures may not legally exceed appropriations) is the function level.  State 
law requires the Academy to have its budget in place by July 1.  Expenditures in 
excess of amounts budgeted are a violation of Michigan law.  State law permits 
districts to amend their budgets during the year.  During the year, the budget was 
amended in a legally permissible manner.  The Academy increased budgeted 
amounts during the year in response to changes in enrollment and related 
revenues and expenditures. 
 
Amounts encumbered for purchase orders, contracts, etc. are not tracked during 
the year.  Budget appropriations are considered to be spent once the goods are 
delivered or the services rendered. 
 
Excess of Expenditures Over Appropriations in Budgeted Funds – During the 
year, the Academy did incur expenditures in the General Fund in excess of the 
amounts budgeted. 
 

NOTE 3 - DEPOSITS AND INVESTMENTS 

 

State statutes and the Academy’s investment policy authorize the Academy to 
make deposits in the accounts of federally insured banks, credit unions, and 
savings and loan associations that have offices in Michigan; the Academy is 
allowed to invest in U.S. Treasury or agency obligations, U.S. government 
repurchase agreements, bankers’ acceptances, commercial paper rated prime at 
the time of purchase that matures not more than 270 days after the date of 
purchase, mutual funds, and investment pools that are composed of authorized 
investment vehicles.  The Academy’s deposits are in accordance with statutory 
authority. 
 
The Academy has designated one bank for the deposit of its funds. 
 
The Academy’s cash and investments are subject to several types of risks, which 
are examined in more detail below: 
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued) 

 

Custodial Credit Risk of Bank Deposits – Custodial credit risk is the risk that in 
the event of a bank failure, the Academy’s deposits may not be returned to it.  The 
Academy’s investment policy requires that financial institutions be evaluated and 
only those with an acceptable risk level are used for the Academy’s deposits for 
custodial credit risk.  At year end, the Academy’s deposit balance of $159,228 of 
which $0 bank deposits (checking and savings accounts) that were uninsured and 
uncollateralized.  The Academy believes that due to the dollar amounts of cash 
deposits and the limits of FDIC insurance, it is impractical to insure all deposits.  
As a result, the Academy evaluates each financial institution with which it 
deposits funds and assesses the level of risk of each institution; only those 
institutions with an acceptable estimated risk level are used as depositories. 
 
Custodial Credit Risk of Investments – Custodial credit risk of investments 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 does not have an investment 
policy for custodial credit risk.  The Academy does not have investments with 
custodial risk. 
 
Interest Rate Risk – Interest rate risk is the risk that the value of investments will 
decrease as a result of a rise in interest rates.  The Academy’s investment policy 
does not restrict investment maturities, other than commercial paper which can 
only be purchased with a 270-day maturity.  The Academy does not have a policy 
for interest rate risk. 
 
Credit Risk – State law limits investments in commercial paper to the top two 
ratings issued by nationally recognized statistical rating organizations.  The 
Academy’s investment policy does not further limit its investment choices. 
 
At year end, the Academy had no investments. 
 
Concentration of Credit Risk – The Academy places no limit on the amount the 
Academy may invest in any one issuer.  The Academy does not have a policy to 
minimize concentration of credit risk.   
 
Foreign Currency Risk – Foreign currency risk is the risk that an investment 
denominated in the currency of a foreign country could reduce its U.S. dollar 
value as a result of changes in foreign currency exchange rates.  State law and the 
Academy’s policy prohibit investment in foreign currency. 
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NOTE 4 –  RECEIVABLES AND DEFERRED REVENUE 

 

Receivables as of year-end for the Academy’s individual major funds and the 
non-major funds in the aggregate, including the applicable allowances for 
uncollectible accounts, are as follows: 
 

Nonmajor

Governmental

General Fund Funds Total

Receivables - Intergovernmental 1,256,396$  94,262$        1,350,658$  

 
Governmental funds report deferred revenue in connection with receivables for 
revenue that is not considered to be available to liquidate liabilities of the current 
period.  Governmental funds also defer revenue recognition in connection with 
resources that have been received but not yet earned.  At the end of the current 
fiscal year, the academy did not have deferred revenue. 
 

NOTE 5 - CAPITAL ASSETS 

 

Capital assets activity of the Academy’s governmental activities was as follows: 
 

Balance Additions/ Disposals/ Balance

July 1, 2019 Transfers Transfers June 30, 2020

Governmental Activities

Capital assets being depreciated:

  Land 78,375          47,605          18,305          107,675        

  Building 270,000        -                -                270,000        

  Building improvements 5,493,845     76,712          -                5,570,557     

  Machines and equipment -                159,382        -                159,382        

  Computers and software 247,695        200,403        -                448,098        

  Furniture and equipment 208,314        176,013        -                384,327        

      Subtotal 6,298,229     660,115        18,305          6,940,039     
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NOTE 5 - CAPITAL ASSETS (Continued) 

 
Accumulated depreciation:
  Land -                -                -                -                
  Building   37,800          5,400            -                43,200          
  Building improvements 614,246        191,449        -                805,695        
  Machines and equipment -                31,876          -                31,876          
  Computers and software 109,601        74,165          -                183,766        
  Furniture and equipment 23,418          32,830          -                56,248          

      Subtotal 785,065        335,720        -                1,120,785     

Net capital assets being
  depreciated 5,513,164$   715,796$      18,305$        5,819,254$   

 
 
Depreciation expense was not charged to activities, as the Academy considers its 
assets to impact multiple activities and allocation is not practical. 

 
 

NOTE 6 - LONG-TERM DEBT 

 

The Academy issues notes, capital leases, and other contractual commitments to 
provide for the acquisition and construction of major capital facilities and the 
acquisition of certain equipment.  Notes and installment purchase agreements are 
also general obligations of the Academy.   

  
Long-term obligation activity can be summarized as follows: 

Beginning Ending Due Within

Balance Additions Reductions Balance One Year

Governmental Activities

Mortgage obligation -$               5,342,000$   108,110$     5,233,890$    123,753$     

Capital Improvement obligation 5,374,749      -                5,374,749    -                 -               

          Total governmental

              activities 5,374,749$    -$              5,482,859$  5,233,890$    123,753$     
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NOTE 7 - LONG-TERM DEBT (Continued) 
 

Mortgage Obligation – The Academy did enter into Commercial Mortgage Term 
Loan with Mercantile Bank of Michigan. The loan is for $5,342,000 for 24 years 
at an interest rate of 5% for the next five years. The interest rate will recalculate 
after the five years based on the Federal Home Bank Loan minus Des Moines 
advance rate plus 2.76%. During the year ended June 30, 2020 the academy paid 
$108,110 in principal and $242,639 in interest. 
 
Capital Improvement Bond Obligation - The Academy had four capital 
improvement bond obligations. Three capital improvement bond obligations were 
with Robert and Nancy Griffin. The obligations were for a sum of $3,200,000. 
During the year ended June 30, 2020, the Academy refinanced the three loans into 
a new mortgage loan on July 15, 2019.  

 

The Academy’s fourth capital improvement bond obligation was with Mercantile 
Bank. The capital improvement bond obligation is for $2,291,447, in which the 
Academy completed drawdowns monthly for the construction and improvement 
of the new facility. The Academy refinanced the initial mortgage obligation from 
2012 with the fourth capital improvement bond, which $288,315 was used in the 
refinancing of the initial mortgage obligation in December 2015. The academy 
has drawn down the full $2,291,447 bond as of April 30, 2017. The fourth capital 
improvement bond obligation was refinanced on July 15, 2019.  

 

NOTE 8 - RISK MANAGEMENT 

 

The Academy is exposed to various risks of loss related to property loss, torts, 
errors and omissions, and employee injuries (workers’ compensation), as well as 
medical benefits provided to employees.  The risk of employee injuries and 
medical benefits for employees of the management company are covered by 
insurance held by the management company.  The Academy has purchased 
commercial insurance for all other claims.  Settled claims relating to the 
commercial insurance have not exceeded the amount of insurance coverage since 
inception. 
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NOTE 9 - PRIOR YEAR ADJUSTMENTS  

  During year ended June 30, 2020, the Academy had prior year adjustments to its  
  financial statements. The prior period adjustments represent an increase in net  
  assets over the period of the Academy’s original opening in 2012. The Academy  
  had expensed assets over the period of eight fiscal years, but did not depreciate 
  the assets over time. The increase in assets after a recalculation has caused for 
  a prior period adjustment to reflect the actual assets.      

 
 
 

NOTE 10 -  SUBSEQUENT EVENTS 

 

Subsequent events have been evaluated through December 7, 2020 which is the 
date the financial statements were available to be issued.  Events occurring after 
that date have not been evaluated to determine whether a change in the financial 
statements would be required. 
 
 
 
 
 
 



REQUIRED SUPPLEMENTAL INFORMATION



Over/(Under)
Actual Final 

Original Final (GAAP Basis) Budget
Revenues
      Local sources 22,080$              61,022$              108,128$            47,106$                  
      State sources 7,209,560           6,468,255           6,317,234           (151,021)                 
      Federal sources 562,724              661,422              490,259              (171,163)                 

    Total revenues 7,794,364           7,190,699           6,915,621           (275,078)                 

Expenditures
          Instruction
                Basic program 3,732,704           2,783,549           2,777,576           (5,973)                     
                Added needs 566,236              648,897              637,007              (11,890)                   

    Total instruction 4,298,940           3,432,446           3,414,583           (17,863)                   

          Support services
                Pupil 143,259              101,567              104,563              2,996                      
                Instructional staff 213,924              137,873              133,452              (4,421)                     
                General administration 462,645              452,393              451,190              (1,203)                     
                School administration 336,300              332,135              322,834              (9,301)                     
                Business 40,197                73,108                73,876                768                         
                Operations and maintenance 606,029              565,301              553,112              (12,189)                   
                Pupil Transportation 618,880              618,820              614,760              (4,060)                     
                Central 107,272              112,653              110,334              (2,319)                     
                Other 200,590              274,293              274,506              213                         

Capital Outlay -                     211,430              211,430              -                          
    Total support services 2,729,096           2,879,573           2,850,056           (29,517)                   

    Athletic Services 94,300                108,353              105,511              (2,842)                     

          Debt service:
                Principal 117,093              123,149              135,862              12,713                    
                Interest 268,114              243,840              230,763              (13,077)                   

    Total expenditures 7,507,543           6,787,361           6,736,775           (50,586)                   

Excess of Revenues Over (Under)
      Expenditures 286,821              403,338              178,846              (224,492)                 

Other Financing Sources (Uses)
     Operating Transfers - in/(out) (13,381)              42,468                16,467                (26,001)                   

Net Change in Fund Balances 273,440              445,806              195,313              (250,493)                 

Fund Balances - Beginning of year 430,598              430,598               430,598              -                          

Fund Balances - End of year 704,038$            876,404$            625,911$            (250,493)$               

The Notes to Financial Statements are an Integral Part of this Statement.

Budgeted Amounts

CHARLTON HESTON ACADEMY
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2020
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OTHER SUPPLEMENTAL INFORMATION



Total
Nonmajor

Food Service/Capital Projects Governmental
Fund Funds

Revenues
      Local sources 0$                       0$                           
      State sources 1,986                  1,986                      
      Federal sources 719,760              719,760                  

    Total revenues 721,746              721,746                  

Expenditures
      Food services 570,250              570,250                  
      Capital projects 17,615                17,615                    

    Total expenditures 587,865              587,865                  

Excess (Deficiency) of Revenues Over
      Expenditures 133,881              133,881                  

Other Financing Sources (Uses)
      Transfers in/(out) (16,467)              (16,467)                   

Net Change in Fund Balances 117,414              117,414                  

Fund Balances - Beginning of year 209,078               209,078                  

Fund Balances - End of year 326,492$            326,492$                

The Notes to Financial Statements are an Integral Part of this Statement.

CHARLTON HESTON ACADEMY
SPECIAL REVENUE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2020

Special Revenue Funds
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Report on Internal Control Over Financial Reporting and on Compliance and Other 

Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 

 

To the Board of Directors of 

Charlton Heston Academy 

 

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 Charlton Heston Academy (the Academy), as of and for the year ended June 30, 

2020, and the related notes to the financial statements, which collectively comprise Charlton 

Heston Academy’s basic financial statements, and have issued our report thereon dated 

December 7, 2020 

 

Internal Control Over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered Charlton Heston 

Academy’s internal control over financial reporting (internal control) to determine the audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinions 

on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 

of Charlton Heston Academy’s internal control.  Accordingly, we do not express an opinion on 

the effectiveness of Charlton Heston Academy’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the entity’s financial statements will not be prevented, 

or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 

combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance. 
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To the Board of Directors 

Charlton Heston Academy 

 

 

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

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

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether Charlton Heston Academy’s financial 

statements are free from material misstatement, we performed tests of its compliance with certain 

provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 

could have a direct and material effect on the determination of financial statement amounts.  

However, providing an opinion on compliance with those provisions was not an objective of our 

audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no 

instance 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. 

 

 

 
 

Dearborn, Michigan 

December 7, 2020 
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Report on Compliance for Each Major Federal Program; Report on Internal 

Control Over Compliance; and Report on Schedule of Expenditures of Federal  

Awards Required by the Uniform Guidance 

 

 

To the Board of Directors of 

Charlton Heston Academy 

 

 

Report on Compliance for each Major Federal program 

 

We have audited Charlton Heston Academy’s compliance with the types of compliance 

requirements described in the OMB Compliance Supplement that could have a direct and 

material effect on each of Charlton Heston Academy’s major federal programs for the 

year ended June 30, 2020.  Charlton Heston Academy’s major federal programs are 

identified in the summary of auditor’s results section of the accompanying schedule of 

findings and questioned costs. 

 

Management’s Responsibility 

 

Management is responsible for compliance with federal statutes, regulations, and the 

terms and conditions of its federal awards applicable to its federal programs. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on compliance for each of Charlton Heston 

Academy’s major federal programs based on our audit of the types of compliance 

requirements referred to above.  We conducted our audit of compliance in accordance 

with auditing standards generally accepted in the United States  

of America; the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States; and the audit  

requirements of Title 2 U.S. Code of Federal Regulations part 200, Uniform 

Administrative Requirements, Cost Principles, and Audit Requirements for Federal 

Awards (Uniform Guidance).  Those standards and the Uniform Guidance require that we 

plan and perform the audit to obtain reasonable assurance about whether noncompliance   
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with the types of compliance requirements referred to above that could have a direct and 

material effect on a major federal program occurred.  An audit includes examining, on a 

test basis, evidence about Charlton Heston Academy’s compliance with those 

requirements and performing such other procedures as we consider necessary in the 

circumstances. 

 

We believe that our audit provides a reasonable basis for our opinion on compliance for 

each major federal program.  However, our audit does not provide a legal determination 

of Charlton Heston Academy’s compliance. 

 

Opinion on Each Major Federal Program 

 

In our opinion, Charlton Heston Academy complied, in all material respects, with the 

types of compliance requirements referred to above that could have a direct and material 

effect on each of its major federal programs for the year ended June 30, 2020. 

 

 

Report on Internal Control Over Compliance  

 

Management of Charlton Heston Academy is responsible for establishing and 

maintaining effective internal control over compliance with the types of compliance 

requirements referred to above.  In planning and performing our audit of compliance, we 

considered Charlton Heston Academy’s internal control over compliance with the types 

of requirements that could have a direct and material effect on each major federal 

program to determine the auditing procedures that are appropriate in the circumstances 

for the purpose of expressing an opinion on compliance for each major federal program 

and to test and report on internal control over compliance in accordance with the Uniform 

Guidance, but not for the purpose of expressing an opinion on the effectiveness of 

internal control over compliance.  Accordingly, we do not express an opinion on the 

effectiveness of Charlton Heston Academy’s internal control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a 

control over compliance does not allow management or employees, in the normal course 

of performing their assigned functions, to prevent, or detect and correct, noncompliance 

with a type of compliance requirement of a federal program on a timely basis.  A 

material weakness in internal control over compliance is a deficiency, or combination of 

deficiencies, in internal control over compliance, such that there is a reasonable 

possibility that material noncompliance with a type of compliance requirement of a 

federal program will not be prevented, or detected and corrected, on a timely basis.  A 

significant deficiency in internal control over compliance is a deficiency, or a 

combination of deficiencies, in internal control over compliance with a type of 

compliance requirement of a federal program that is less severe than a material weakness 

in internal control over compliance, yet important enough to merit attention by those 

charged with governance. 

 

Our consideration of internal control over compliance was for the limited purpose 

described in the first paragraph of this section and was not designed to identify all 

deficiencies in internal control over compliance that might be material weaknesses or 

significant deficiencies.  We did not identify any deficiencies in internal control over 

compliance that we consider to be material weaknesses.  However, material weaknesses 

may exist that have not been identified. 

 

The purpose of this report on internal control over compliance is solely to describe the 

scope of our testing of internal control over compliance and the results of that testing 

based on the requirements of the Uniform Guidance.  Accordingly, this report is not 

suitable for any other purpose. 

 

Report on Schedule of Expenditures of Federal Awards Required by the Uniform 

Guidance 
We have audited the financial statements of the governmental activities, each major fund, and the 

aggregate remaining fund information of Charlton Heston Academy (the “Academy”) as of and 

for the year ended June 30, 2020 and the related notes to the financial statements, which 

collectively comprise the Academy’s basic financial statements, and have issued our report 

thereon dated December 7, 2020, which contained an unmodified opinion on those 

financial statements.  Our audit was conducted for the purpose of forming an opinion on 

the financial statements as a whole.  The accompanying schedule of expenditures of 

federal awards is presented for purposes of additional analysis as required by the Uniform 

Guidance and is not a required part of the financial statements.  Such information is the 

responsibility of management as was derived from and  relates directly to underlying 

accounting and other records used to prepare the financial statements.  The information  
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has been subjected to the auditing procedures applied in the audit of the financial 

statements and certain additional procedures, including comparing and reconciling such 

information directly to the underlying accounting and other records used to prepare the 

financial statements or to the financial statements themselves, and other additional 

procedures in accordance with standards generally accepted in the United States of 

America.  In our opinion, the schedule of expenditures of federal awards is fairly stated in 

all material respects in relation to the financial statements as a whole. 

 

 

 

 

 

 
  

Dearborn, Michigan 

December 7, 2020 
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CHARLTON HESTON ACADEMY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

ACCRUED ACCRUED
FEDERAL/GRANTOR/ FEDERAL APPROVED (DEFERRED) (MEMO ONLY) ADJUSTMENTS CURRENT CURRENT (DEFERRED)

PASS-THROUGH GRANTOR/ CFDA GRANT AWARD REVENUE PRIOR YEAR AND YEAR CASH YEAR REVENUE
PROGRAM/TITLE/GRANT NUMBER NUMBER AMOUNT JUNE 30, 2019 EXPENDITURES TRANSFERS RECEIPTS EXPENDITURES JUNE 30, 2020

Child Nutrition Cluster - U.S. Department of Agriculture  
   Passed through Michigan Department of Education

Cash Assistance
School Breakfast Program: Project Number 181970 10.553 -                            -                        -                       (302)                 (302)                 -                            -                        
School Breakfast Program: Project Number 191970 10.553 12,504                  12,504              12,504              -                       12,504              -                            -                        
School Breakfast Program: Project Number 191970 10.553 53,709                  -                        -                       -                       53,709              53,709                  
School Breakfast Program: Project Number 201970 10.553 124,234                124,234            124,234                
National School Lunch Program: Project Number 181960 10.553 -                            -                        -                       (624)                 (624)                 -                            -                        
National School Lunch Program: Project Number 191960 10.555 18,676                  18,676              18,676              -                       18,676              -                            -                        
National School Lunch Program: Project Number 191960 10.555 75,255                  -                        -                       -                       75,255              75,255                  
National School Lunch Program: Project Number 201960 10.555 183,691                -                  -                 -                       183,691            183,691                -                        
National School Lunch Program: After School Snack: 
Project Number 181980 10.555 -                            -                        -                       (1,269)              (1,269)              -                            -                        
National School Lunch Program: After School Snack: 
Project Number 191980 10.555 5,615                    5,615                5,615                -                       5,615                -                            -                        
National School Lunch Program: After School Snack: 
Project Number 191980 10.555 22,068                  -                        -                       -                       22,068              22,068                  -                        
National School Lunch Program: After School Snack: 
Project Number 201980 10.555 55,180                  -                        -                       -                       55,180              55,180                  
Summer Food Service Program COVID 19: 200902 10.555 184,454                -                        -                       -                       91,222              184,454                93,232              

Non-Cash Assistance (Commodities)
Commodities Entitlement 10.555 23,364                  -                        -                       -                       23,364              23,364                  -                        

       Total Child Nutrition Cluster 758,748                36,794              36,794              (2,194)              663,322            721,954                93,232              
 
 

Other Federal Awards:
    Special Education Cluster: U.S. Department of Education:

Passed through the COOR ISD: IDEA 
Project Number  190450-1819 84.027A 100,231                100,231            100,231            100,231            -                            -                        

    Special Education Cluster: U.S. Department of Education:
Passed through the COOR ISD: IDEA 

Project Number 200450-1920  84.027A 191,508                -                        -                       -                       175,255            191,508                16,253              

       Total Special Education Cluster 291,739                100,231            100,231            -                       275,486            191,508                16,253              

    U.S. Department of Education:
        Title I, Part A - Project Number 191530-1819 84.010 342,202                141,196            141,196            -                       141,196            -                            -                        
        Title I, Part A - Project Number 191530-1819 84.010 342,202                -                        -                       -                       63,680              63,680                  
    U.S. Department of Education:   
        Title I, Part A - Project Number 201530-1920  84.010 313,532                -                        -                       -                       120,933            283,635                162,702            
   997,936                141,196            141,196            -                       325,808            347,314                162,702            
        Title II, Part A -Teacher and Leader Instruction Support Grant
              Project Number 180532-19 84.367 53,000                  39,750              39,750              -                       39,750              -                            -                        
              Project Number 180532-19 84.367 53,000                  -                        -                       -                       13,250              13,250                  

        Title II, Part A - Improving Teacher Quality 
              Project Number 190520-1819 84.367 78,813                  (25,117)             25,117              (4,506)              20,611              -                            -                        

        Title II, Part A - Improving Teacher Quality   
              Project Number 200520-1920  84.367 56,366                  -                        -                       -                       20,994              36,156                  15,162              

241,179                14,633              64,867              (4,506)              94,605              49,406                  15,162              

        Title IV, Part A: SSAE: Project Number 190750-1819 84.424a 30,361                  (27,147)             27,147              -                       27,147              -                            -                        

        Title IV, Part A: SSAE: Project Number 190750-1819 84.424a 30,361                  -                        -                       -                       3,214                3,214                    

        Title IV, Part A: SSAE: Project Number 200750-1920 84.424a 21,230                  -                        -                       -                       -                       21,230                  21,230              
81,952                  (27,147)             27,147              -                       30,361              24,444                  21,230              

Child Care Relief Fund 93.575 9,600                    -                        -                       -                       9,600                9,600                    -                        
9,600                    -                        -                       -                       9,600                9,600                    -                        

        Title V, Part B, Subpart 2: Rural and Low-Income School 
Program: Project Number 190660-1819 84.358B 19,322                  (17,035)             17,035              -                       17,035              -                            -                        
        Title V, Part B, Subpart 2: Rural and Low-Income School 
Program: Project Number 190660-1819 84.358B 19,322                  -                        -                       -                       2,287                2,287                    -                        

        Title V, Part B, Subpart 2: Rural and Low-Income School 
Program: Project Number 200660-1920 84.358B 12,365                  -                        -                       -                       -                       3,101                    3,101                

51,009                  (17,035)             17,035              -                       19,322              5,388                    3,101                

        Total Passed Through Michigan Department of Education 1,381,676             111,647            250,245            (4,506)              479,697            436,152                202,195            

TOTAL FEDERAL FINANCIAL ASSISTANCE 2,432,163             248,672            387,271            (6,700)              1,418,505         1,349,614             311,680            

 

The accompanying notes are an integral part of this schedule.     
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CHARLTON HESTON ACADEMY 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 

 
 
NOTE 1 - BASIS OF PRESENTATION 

 

The accompanying schedule of expenditures of federal awards (the “Schedule”) 
includes the federal award activity of Charlton Heston Academy under programs 
of the federal government for the year ended June 30, 2020.  The information in 
this Schedule is presented in accordance with the requirements of Title 2 U.S. 
Code of Federal Regulations Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance).  Because the Schedule presents only a selected portion of the 
operations of Charlton Heston Academy, it is not intended to, and does not, 
present the financial position, changes in net position, or cash flows, if 
applicable, of Charlton Heston Academy.  Pass-through entity identify numbers 
are presented where available. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Expenditures reported on the Schedule are reported on the accrual basis of 
accounting.  Such expenditures are recognized following the cost principles 
contained in the Uniform Guidance, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement.  Negative amounts shown on the 
Schedule represent adjustments or credits made in the normal course of business 
to amounts reported as expenditures in prior years. 
 

NOTE 3 - INDIRECT COST RATE 

 
Charlton Heston Academy has elected to use the 10 percent de minimis indirect 
cost rate allowed under the Uniform Guidance. 
 

NOTE 4 – RECONCILIATION FUNDS STATEMENT – FEDERAL SOURCES 

 
  General Fund 490,259$    

  Special Revenue Fund 719,760      

  Current year Deferred Revenue 139,595      

  Total Current year 

    Expenditures of Federal Awards 1,349,614$ 

 
NOTE 5 - GRANT SECTION AUDITOR REPORT 

                        
  Management has utilized the Form R-7120 and the Cash Management System 
(CMS) Grant Auditor Report in preparing the schedule of expenditures of federal 
awards.  Unreconciled differences, if any, have been disclosed to the auditor. 

 



Section 1 -  Summary of Auditor's Results

Financial Statements

Type of auditor's report issued: Unmodified

Internal control over financial reporting:

*  Material weakness(es) identified?  Yes X No

*  Reportable condition(s) identified that are
    not considered to be material weaknesses?  Yes X None reported

Noncompliance material to financial statements noted? Yes X No

Federal Awards

Internal control over major programs:

*  Material weakness(es) identified?  Yes X No

*  Reportable condition(s) identified that are
    not considered to be material weaknesses?  Yes X None reported

Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to 
  be reported in accordance with the Audit
  Requirements of the Uniform Guidance? Yes X No

Identification of major program:

84.027, 10.553 & 10.555 IDEA & CHILD NUTRITION CLUSTER

CHARLTON HESTON ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

CFDA Number Federal Program

 9A



Dollar threshold used to distinguish between type A and type B programs:  $750,000

Auditee qualified as low-risk auditee? X Yes No

Section 2 - Financial Statement Audit Findings

None

Section 3 - Federal Program Audit Findings

None

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

CHARLTON HESTON ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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CHARLTON HESTON ACADEMY 

REPORT TO THE BOARD OF DIRECTORS 

 

JUNE 30, 2020 
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To the Board of Directors of 

Charlton Heston Academy 

 

 

We have recently completed our audit of the basic financial statements of Charlton Heston 

Academy (the “Academy”) as of and for the year ended June 30, 2020.  In addition to our audit 

report, we are providing the following required audit communication, recommendations, and 

informational items which impact the Academy: 

 

 

           Page(s) 

 

Results of Audit           2-5 

 

Recommendations             6 

 

Informational Items           6-7  

   

 

We are grateful for the opportunity to be of service to Charlton Heston Academy.  Should you 

have any questions regarding the comments in this report, please do not hesitate to call. 

 

 

 

 
 

December 7, 2020 

 

 

 

 

 

 

Members:  A.I.C.P.A. and M.I.C.P.A. 
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To the Board of Directors 

Charlton Heston Academy 

December 7, 2020 

 

 

 

Results of the Audit 

 

We have audited the financial statements of Charlton Heston Academy (the “Academy”) as of and 

for the year ended June 30, 2020 and have issued our report thereon dated December 7, 2020.  

Professional standards require that we provide you with the following information related to our 

audit. 

 

Our Responsibility Under U.S. Generally Accepted Auditing Standards 

 

As stated in our engagement letter dated February 1, 2020, our responsibility, as described by 

professional standards, is to express an opinion about whether the financial statements prepared 

by management with your oversight are fairly presented, in all material respects, in conformity 

with U.S. generally accepted accounting principles.  We are responsible for planning and 

performing the audit to obtain reasonable, but not absolute, assurance that the financial statements 

are free of material misstatement.  As part of our audit, we considered the internal control of the 

Academy.  Our consideration of internal control was solely for the purpose of determining our 

audit procedures and not to provide any assurance concerning such internal control. 

 

We are responsible for communicating significant matters related to the audit that are, in our 

professional judgment, relevant to your responsibilities in overseeing the financial reporting 

process.  However, we are not required to design procedures specifically to identify such matters 

and our audit of the financial statements does not relieve you or management of your 

responsibilities. 

 

Our audit of the Academy’s financial statements has also been conducted in accordance with 

Government Auditing Standards, issued by the Comptroller General of the United States.  Under 

Government Auditing Standards, we have made some assessments of the Academy’s compliance 

with certain provisions of laws, regulations, contracts, and grant agreements.  While those 

assessments are not sufficient to identify all noncompliance with applicable laws, regulations, and 

contract provisions, we are required to communicate all noncompliance conditions that come to 

our attention.  We have communicated those conditions in a separate letter dated December 7, 

2020 regarding our consideration of the Academy’s internal control over financial reporting and 

on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 

agreements. 
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To the Board of Directors 

Charlton Heston Academy 

December 7, 2020 

 

 

 

We are also obligated to communicate certain matters related to our audit of those responsible for 

the governance of the Academy, including certain instances of error or fraud and significant 

deficiencies in internal control that we identify during our audit.  In certain situations, Government 

Auditing Standards require disclosure of illegal acts to applicable government agencies.  If such 

illegal acts were detected during our audit, we would be required to make disclosures regarding 

these acts to applicable government agencies.  No such disclosures were required. 

 

Planned Scope and Timing of the Audit 

 

We performed the audit according to the planned scope and timing previously communicated to 

you in our meeting about planning matters during the preliminary audit phase. 

 

Significant Audit Findings 

 

Qualitative Aspects of Accounting Practices 

 

Management is responsible for the selection and use of appropriate accounting policies.  In 

accordance with the terms of our engagement letter.  We will advise management about the 

appropriateness of accounting policies and their application.  The significant accounting policies 

used by the Academy are described in Note 1 to the financial statements. No new accounting 

policies were adopted and the application of existing policies was not changed during the year 

ended June 30, 2020. 

 

We noted no transactions entered into by the Academy during the year for which there is a lack of 

authoritative guidance or consensus. 

 

There are no significant transactions that have been recognized in the financial statements in a 

different period than when the transaction occurred. 

 

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.  There were no significant estimates 

included in this year’s financial statements. 
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To the Board of Directors 

Charlton Heston Academy 

December 7, 2020 

 

 

 

The disclosures in the financial statements are neutral, consistent, and clear.  Certain financial 

statements disclosures are particularly sensitive because of their significance to financial statement 

users.  There were no particularly sensitive disclosures included in the financial statements. 

 

Difficulties Encountered in Performing the Audit 

 

We encountered no significant difficulties in dealing with management in performing and 

completing our audit. 

 

Corrected and Uncorrected Misstatements 

 

Professional standards require us to accumulate all known and likely misstatements identified 

during the audit, other than those that are trivial, and communicate them to the appropriate level 

of management.  There were no such misstatements identified. 

 

Disagreements with Management 

 

For the purpose of this letter, professional standards define a disagreement with management as a 

financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 

could be significant to the financial statement or the auditor’s 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 as of the date of the audit report. 

 

Management Consultants 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 consultant 

involves application of an accounting principle to the Academy’s financial statements or a 

determination of the type of auditor’s 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. 
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To the Board of Directors 

Charlton Heston Academy 

December 7, 2020 

 

 

 

Other Audit Findings or Issues 

 

In the normal course of our professional association with the Academy, we generally discuss a 

variety of matters, including the application of accounting principles and auditing standards, 

business conditions affecting the Academy, and business plans and strategies that may affect the 

risks of material misstatement.  None of the matters discussed resulted in a condition of our 

retention as the Academy’s auditors. 

 

Other Information in Documents Containing Audited Financial Statements 

 

Our responsibility for other information in documents containing the Academy’s financial 

statements and report does not extend beyond the financial statements.  We do not have an 

obligation to determine whether or not such information is properly stated.  However, we read the 

management’s discussion and analysis and budgetary comparison schedule and nothing came to 

our attention that caused us to believe that such information, or its manner of presentation is 

materially inconsistent with the information or manner of its presentation in the financial 

statements. 

 

In addition to the comments and recommendations in this letter, our observations and comments 

regarding the Academy’s internal controls, including any significant deficiencies or material 

weaknesses that we identified, have been reported to you in the 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. 

 

This information is intended solely for the use of the board of directors and management of 

Charlton Heston Academy and is not intended to be and should not be used by anyone other than 

these specified parties. 

 

 

        Very truly yours, 

 

 

     

  
        Larry D. Wilkerson, CPA 
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Charlton Heston Academy 

December 7, 2020 

 

 

 

Recommendations 

 

 

CHARLTON HESTON ACADEMY RECOMMENDATIONS 
 

 

As a result of auditing standards required to be implemented last year, the audit continues to require 

a strong emphasis to be placed on the Academy’s internal control systems.  The primary goal of 

internal controls is to provide a reasonable (as opposed to absolute) protection to the Academy and 

its assets and financial information.  

 

 During this year’s audit process, we noted that the financial report was prepared after the MDE 

deadline. 

 

We recommend that the Academy put procedures in place to prepare for the audit in time 

to file the audit report timely in the future.  

 

Informational Items 

 

 

CHARLTON HESTON ACADEMY  
 

December 7, 2020 

 

 

 

GASB Statement No. 87 – Leases 

 

This statement is effective for the first time in the School District’s June 30, 2022 financial 

statements. The statement requires recognition of certain lease assets and liabilities for leases 

that were previously classified as operating leases and recognized as inflows or outflows of 

resources based on payment provisions of the lease. The statement was issued to improve 

accounting and financial reporting for leases by governments. The statement establishes a single 

model for lease accounting for both lessees and lessors based on the foundational principle that 

leases are financings of the right to use an 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. The School District 

will have to identify and analyze all significant lease contracts to determine the lease asset and 
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lease liability or deferred inflow or outflow of resources that will be required to be recognized 

upon implementation of the standard. 

 

 

 

Lessee Accounting under GASB 87 

 

A lessee should recognize a lease liability and a lease asset at the commencement of the lease 

term, unless the maximum lease term per the lease contract is 12 months or less, or it transfers 

ownership of the underlying asset. The lease liability is measured at the present value of lease 

payments expected to be made during the lease term (less any lease incentives). The right-to 

use asset is measured at the amount of initial measurement of the lease liability, plus any 

payments made to the lessor at or before commencement of the lease term and certain direct 

costs incurred to place the leased asset in service. The lessee should reduce the lease liability 

as payments are made and recognize an outflow of resources (i.e., expense) for interest on the 

liability. The lease asset should be amortized in a systematic and rational manner over the shorter 

of the lease term or the useful life of the underlying asset. 
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