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Independent Auditor's Report

To the Board of the Academy 
Global Tech Academy Charter School

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major funds of
Global Tech Academy Charter School (the "Academy") as of and for the year ended June 30, 2021 and the
related notes to the financial statements, which collectively comprise Global Tech Academy Charter School'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 on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the major funds of Global Tech Academy Charter School as
of June 30, 2021 and the respective changes in its financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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To the Board of the Academy 
Global Tech Academy Charter School

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the major funds budgetary comparison schedules be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, which 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 supplemental information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 27, 2021
on our consideration of Global Tech Academy Charter School's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of
Global Tech Academy Charter School's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering Global
Tech Academy Charter School's internal control over financial reporting and compliance.

September 27, 2021
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

Independent Auditor's Report

To Management and the Board of the Academy
Global Tech Academy Charter School

We have audited, 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, the financial statements of the governmental activities and the major
funds of Global Tech Academy Charter School (the "Academy") as of and for the year ended June 30, 2021 and
the related notes to the financial statements, which collectively comprise the Academy's basic financial
statements, and have issued our report thereon dated September 27, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Academy's internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Academy's internal control. Accordingly, we do not express an
opinion on the effectiveness of the 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 Academy's financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified. 

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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
financial statements. However, providing an opinion on compliance with those provisions was not an objective of
our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
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To Management and the Board of the Academy
Global Tech Academy Charter School

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 Academy'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 Academy's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

September 27, 2021
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Global Tech Academy Charter School

Management's Discussion and Analysis

This section of Global Tech Academy Charter School's (the "Academy") annual financial report presents our
discussion and analysis of the Academy's financial performance during the year ended June 30, 2021. Please
read it 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 financial statements. These
statements are organized so the reader can understand Global Tech Academy Charter School 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 and what remains for future spending. The fund financial statements look
at the Academy’s operations in more detail than the government-wide financial statements by providing
information about the Academy’s funds, the General Fund and the Cafeteria Fund. This report is composed of the
following elements:

   Management's Discussion and Analysis (MD&A)
(Required Supplemental Information)

Basic Financial Statements

Government-wide Financial Statements

Fund Financial Statements

Notes to Financial Statements

Required Supplemental Information

Budgetary Information for Major Funds

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 position 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 revenue and expenses are taken into account, regardless of when cash is received or
paid.

These two statements report the Academy’s net position - the difference between assets plus deferred outflows of
resources and liabilities plus deferred inflows of resources, as reported in the statement of net position - as one
way to measure the Academy’s financial health or financial position. Over time, increases or decreases in the
Academy’s net position, as reported in the statement of activities, are indicators of whether its financial health is
improving or deteriorating. The relationship between revenue 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 nonfinancial factors, such as the quality of the education provided and the
safety of the schools, to assess the overall health of the Academy. 

The statement of net position and the statement of activities report the governmental activities for the Academy,
which encompass all of the Academy’s services, including instruction, support services, and food services.
Unrestricted state aid (foundation allowance revenue) and state and federal grants finance most of these
activities.

Reporting the Academy's Most Significant Funds - Fund Financial Statements

The Academy’s fund financial statements provide detailed information about the most significant funds, not the
Academy as a whole. Some funds are required to be established by state law. However, the Academy
established another fund, the Cafeteria Fund, to help it control and manage money for food services. 
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Global Tech Academy Charter School

Management's Discussion and Analysis (Continued)

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 the operations of the Academy and the
services it provides. Governmental fund information helps 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 differences) between governmental activities (reported in the statement of net position and the statement of
activities) and governmental funds in a reconciliation.

The Academy as a Whole

Recall that the statement of net position provides the perspective of the Academy as a whole. The following table
provides a summary of the Academy’s net position as of June 30, 2021 and 2020:

Governmental Activities
2021 2020

(in thousands)

Assets
Current and other assets $ 872.4 $ 646.6
Capital assets - 27.7

Total assets 872.4 674.3

Liabilities
Current liabilities 531.9 530.3
Noncurrent liabilities 28.2 48.5

Total liabilities 560.1 578.8

Net Position
Net investment in capital assets - 5.6
Restricted 38.2 38.2
Unrestricted 274.1 51.7

Total net position $ 312.3 $ 95.5

The above analysis focuses on net position. The change in net position of the Academy’s governmental activities
is discussed below. The Academy’s net position was $312,316 at June 30, 2021. Net investment in capital assets
compares the original cost, less depreciation of the Academy’s capital assets, to long-term debt used to finance
the acquisition of those assets. Restricted net position is reported separately to show enabling legislation that
limits the Academy’s ability to use that net position for day-to-day operations. The remaining amount of net
position, $274,078, was unrestricted. 

The $274,078 in unrestricted net position of governmental activities represents the accumulated results of all past
years’ operations. The unrestricted net position 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 position from year to year. 

6



Global Tech Academy Charter School

Management's Discussion and Analysis (Continued)

The results of this year’s operations for the Academy as a whole are reported in the condensed statement of
activities below, which shows the changes in net position for the years ended June 30, 2021 and 2020:

Governmental Activities
2021 2020

(in thousands)

Revenue
Program revenue $ 847.7 $ 740.4
General revenue:

State aid not restricted to specific purposes 1,783.1 1,438.6
Other (23.0) 2.1

Total revenue 2,607.8 2,181.1

Expenses
Instruction 1,106.9 931.7
Support services 1,130.6 969.8
Food services 149.3 148.7
Interest 0.2 2.5
Depreciation expense (unallocated) 4.0 23.4

Total expenses 2,391.0 2,076.1

Change in Net Position 216.8 105.0

Net Position - Beginning of year 95.5 (9.5)

Net Position - End of year $ 312.3 $ 95.5

As reported in the statement of activities, the cost of all of our governmental activities this year was approximately
$2.4 million. Certain activities were partially funded by other governments and organizations that subsidized
certain programs with grants and contributions (approximately $848,000). We paid for the remaining public
benefit portion of our governmental activities with approximately $1.8 million in state foundation allowance and
other revenue (i.e., interest and general entitlements).

The Academy experienced an increase in net position of $216,814. The key reason for the change in net position
was due to the successful implementation of cost control measures and additional funding as a result of various
federal programs due to the COVID-19 pandemic.

As discussed above, the net cost shows the financial burden that was placed on the State by each of these
functions. Since unrestricted state aid constitutes the vast majority of district operating revenue sources, the
Board of the Academy and administration must annually evaluate the needs of the Academy and balance 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
taxpayers and others provide to it and may provide more insight into the Academy’s overall financial health.

As the Academy completed this year, the governmental funds reported a combined fund balance of $340,512,
which is an increase of $224,212 from last year. The primary reason for the increase is due to the successful
implementation of cost control measures.

The General Fund fund balance is available to fund costs related to allowable school operating purposes.
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Global Tech Academy Charter School

Management's Discussion and Analysis (Continued)

Budgetary Highlights

Over the course of the year, the Academy revises its budget as it attempts to deal with unexpected changes in
revenue and expenditures. State law requires that the budget be amended to ensure that expenditures do not
exceed appropriations. The final amendment to the budget was adopted in June 2021. Schedules showing the
Academy’s original and final budget amounts compared with amounts actually paid and received are provided in
the required supplemental information of these financial statements.

There were significant revisions made to the 2020-2021 General Fund original budget. Budgeted state and
federal revenue were increased due to additional funding from both the state and federal governments related to
the COVID-19 pandemic.

There were no significant variances between the final budget and actual amounts.

Capital Assets and Debt Administration

Capital Assets

The Academy invested in a broad range of capital assets, including furniture and equipment, computers, and
leasehold improvements, which were all fully depreciated as of June 30, 2021. This amount represents a net
decrease in capital assets (including additions, disposals, and depreciation) of approximately $28,000 from last
year.

2021 2020

Leasehold improvements $ 340,232 $ 340,232
Furniture and equipment 34,643 45,443
Computers 12,000 90,738

Total capital assets 386,875 476,413

Less accumulated depreciation 386,875 448,714

Total capital assets - Net of accumulated depreciation $ - $ 27,699

During the 2020-2021 fiscal year, there were no capital asset additions. No major capital projects are planned for
the 2021-2022 fiscal year. We present more detailed information about our capital assets in the notes to the
financial statements.

Debt

The Academy has obligations for compensated absences. We present more detailed information about our
noncurrent liabilities in the notes to the financial statements.

Economic Factors and Next Year's Budgets and Rates

Our elected officials and administration consider many factors when setting the Academy’s 2021-2022 fiscal year
budget. One of the most important factors affecting the budget is our student count. The state foundation revenue
is determined by multiplying the blended student count by the foundation allowance per pupil. The 2021-2022
budget was adopted in June 2021 based on an estimate of students who will enroll in September 2021.
Approximately 68 percent of total General Fund revenue is from the foundation allowance. As a result, Academy
funding is heavily dependent on the State’s ability to fund local school operations. Based on early enrollment data
at the start of the 2021 school year, we anticipate that the fall student count will be close to the estimates used in
creating the 2022 budget. Once the final student count and related per pupil funding are validated, state law
requires the Academy to amend the budget if actual Academy resources are not sufficient to fund original
appropriations.
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Global Tech Academy Charter School

Statement of Net Position

June 30, 2021

Governmental
Activities

Assets
Cash (Note 4) $ 318,773
Due from other governmental units 544,596
Prepaid costs 9,000

Total assets 872,369

Liabilities
Accounts payable 462,012
State aid anticipation note (Note 11) 63,916
Unearned revenue (Note 9) 5,929
Noncurrent liabilities - Due within one year - Compensated absences 28,196

Total liabilities 560,053

Net Position
Restricted - Food services 38,238
Unrestricted 274,078

Total net position $ 312,316

See notes to financial statements. 9



Global Tech Academy Charter School

Statement of Activities

Year Ended June 30, 2021

Program
Revenue

Governmental
Activities

Expenses

Operating
Grants and

Contributions

Net (Expense)
Revenue and

Changes in Net
Position

Functions/Programs
Primary government - Governmental activities:

Instruction $ 1,106,922 $ 571,933 $ (534,989)
Support services 1,130,543 122,695 (1,007,848)
Food services 149,336 153,086 3,750
Interest 200 - (200)
Depreciation expense (unallocated) (Note 5) 4,032 - (4,032)

Total primary government $ 2,391,033 $ 847,714 (1,543,319)

General revenue:
State aid not restricted to

specific purposes 1,783,070
Loss on sale of capital assets (23,667)
Other 730

Total general
revenue 1,760,133

Change in Net Position 216,814

Net Position - Beginning of year 95,502

Net Position - End of year $ 312,316

See notes to financial statements. 10



Global Tech Academy Charter School

Governmental Funds 
Balance Sheet

June 30, 2021

General Fund Cafeteria Fund

Total
Governmental

Funds

Assets
Cash (Note 4) $ 242,425 $ 76,348 $ 318,773
Due from other governmental units 544,596 - 544,596
Due from other funds (Note 6) 18,750 30,929 49,679
Prepaid costs 9,000 - 9,000

Total assets $ 814,771 $ 107,277 $ 922,048

Liabilities
Accounts payable $ 411,723 $ 50,289 $ 462,012
Due to other funds (Note 6) 30,929 18,750 49,679
State aid anticipation note (Note 11) 63,916 - 63,916
Unearned revenue (Note 9) 5,929 - 5,929

Total liabilities 512,497 69,039 581,536

Fund Balances
Nonspendable - Prepaid assets 9,000 - 9,000
Restricted - Food services - 38,238 38,238
Unassigned 293,274 - 293,274

Total fund balances 302,274 38,238 340,512

Total liabilities and fund balances $ 814,771 $ 107,277 $ 922,048

See notes to financial statements. 11



Global Tech Academy Charter School

Governmental Funds 
Reconciliation of the Balance Sheet to the Statement of Net Position

June 30, 2021

Fund Balances Reported in Governmental Funds $ 340,512

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

Some employee fringe benefits are payable over a long period of years and do not
represent a claim on current financial resources; therefore, they are not reported as
fund liabilities (28,196)

Net Position of Governmental Activities $ 312,316

See notes to financial statements. 12



Global Tech Academy Charter School

Governmental Funds 
Statement of Revenue, Expenditures, and Changes in Fund Balances

Year Ended June 30, 2021

General Fund Cafeteria Fund

Total
Governmental

Funds

Revenue
Local sources $ 730 $ - $ 730
State sources 2,049,670 4,223 2,053,893
Federal sources 346,372 148,863 495,235
Interdistrict sources 81,656 - 81,656

Total revenue 2,478,428 153,086 2,631,514

Expenditures
Current:

Instruction 1,105,424 - 1,105,424
Support services 1,130,258 - 1,130,258
Food services - 149,336 149,336

Debt service:
Principal 22,084 - 22,084
Interest 200 - 200

Total expenditures 2,257,966 149,336 2,407,302

Excess of Revenue Over Expenditures 220,462 3,750 224,212

Other Financing Sources (Uses)
Transfers in (Note 6) 3,750 - 3,750
Transfers out (Note 6) - (3,750) (3,750)

Total other financing sources (uses) 3,750 (3,750) -

Net Change in Fund Balances 224,212 - 224,212

Fund Balances - Beginning of year 78,062 38,238 116,300

Fund Balances - End of year $ 302,274 $ 38,238 $ 340,512

See notes to financial statements. 13



Global Tech Academy Charter School

Governmental Funds 
Reconciliation of the Statement of Revenue, Expenditures, and Changes in

Fund Balances to the Statement of Activities

Year Ended June 30, 2021

Net Change in Fund Balances Reported in Governmental Funds $ 224,212

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

Governmental funds report capital outlays as expenditures; however, in the statement of
activities, these costs are allocated over their estimated useful lives as depreciation:

Depreciation expense (4,032)
Net book value of assets disposed of (23,667)

Repayment of note principal is an expenditure in the governmental funds but not in the
statement of activities (where it reduces long-term debt) 22,084

Compensated absences do not require the use of current financial resources and,
therefore, are not reported as expenditures in the governmental funds (1,783)

Change in Net Position of Governmental Activities $ 216,814

See notes to financial statements. 14



Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 1 - Nature of Business

Global Tech Academy Charter School (the "Academy") is an Academy in the state of Michigan that
provides educational services to students.

Note 2 - Significant Accounting Policies

Accounting and Reporting Principles 

The Academy follows accounting principles generally accepted in the United States of America (GAAP),
as applicable to governmental units. Accounting and financial reporting pronouncements are promulgated
by the Governmental Accounting Standards Board. 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 opened in July 2013 in order to complete necessary renovations but did not begin student
enrollment until July 2014.

The Academy entered into a contract with Eastern Michigan University to charter a public school
academy. The contract, which is effective through June 2023, 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 Eastern Michigan 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 Eastern Michigan University
board of trustees 3.0 percent of state aid foundation allowance revenue as administrative fees. The total
administrative fees paid for the year ended June 30, 2021 to the Eastern Michigan University board of
trustees were approximately $53,000, of which approximately $10,000 was payable at year end. 

Administrative Services

The Academy has a contract with a related party (a management company owned primarily by the
founder of the Academy) to provide all functions relating to the provision of educational services and the
management and operation of the Academy. In addition, the Academy subcontracts substantially all of its
employees from this management company. The agreement, which is effective through June 2023,
provides that the Academy will pay the management company a fee of 9.5 percent of revenue, excluding
State of Michigan At-Risk categorical funding. Management fees for the year ended June 30, 2021 were
approximately $235,000. As of June 30, 2021, the Academy owed this related party approximately
$170,000 in fees and approximately $201,000 in other expenses. These amounts are included in
accounts payable at June 30, 2021.

Report Presentation 

Governmental accounting principles require that financial reports include two different perspectives - the
government-wide perspective and the fund-based perspective. The government-wide financial statements
(i.e., the statement of net position and the statement of activities) report information on all of the
nonfiduciary activities of the primary government. The government-wide financial statements are
presented on the economic resources measurement focus and the full accrual basis of accounting.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met. The statements also present a schedule reconciling these amounts to the
modified accrual-based presentation found in the fund-based statements. 
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 2 - Significant Accounting Policies (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenue. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenue includes: (1) operating grants and contributions and (2)
capital grants and contributions. Unrestricted intergovernmental receipts and other items not properly
included among program revenue are reported instead as general revenue. 

As a general rule, the effect of interfund activity has been removed from the government-wide financial
statements.

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

Basis of Accounting 

The governmental funds use the current financial resources measurement focus and the modified accrual
basis of accounting. This basis of accounting is intended to better demonstrate accountability for how the
Academy has spent its resources. 

Expenditures are reported when the goods are received or the services are rendered. Capital outlays are
reported as expenditures (rather than as capital assets) because they reduce the ability to spend
resources in the future; conversely, employee benefit costs that will be funded in the future (such as sick
and vacation pay) are not counted until they come due for payment. In addition, debt service
expenditures, claims, and judgments are recorded only when payment is due.

Revenue is not recognized until it is collected or collected soon enough after the end of the year that it is
available to pay for obligations outstanding at the end of the year. For this purpose, the Academy
considers amounts collected within 60 days of year end to be available for recognition. Revenue not
meeting this definition is classified as a deferred inflow of resources. Amounts reported as program
revenue include operating grants and contributions. Internally dedicated resources are reported as
general revenue rather than as program revenue. Likewise, general revenue includes all unrestricted
state aid.

Fund Accounting 

The Academy accounts for its various activities in two different funds in order to demonstrate
accountability for how it spends certain resources; separate funds allow the Academy to show the
particular expenditures for which specific revenue is used.

Governmental Funds

Governmental funds include all activities that provide general governmental services that are not
business-type activities. Governmental funds can include the General Fund, special revenue funds, debt
service funds, capital project funds, and permanent funds. The Academy reports the following funds as
major governmental funds:

 The General Fund is the primary operating fund because it accounts for all financial resources used to
provide government services other than those specifically assigned to another fund.

 The Cafeteria Fund is used to account for the proceeds of specific revenue sources that are restricted
to expenditure for food services. The majority of Cafeteria Fund revenue comes from federal and state
grants. Any operating deficit generated by this activity is the responsibility of the General Fund.
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 2 - Significant Accounting Policies (Continued)

Interfund Activity

During the course of operations, the Academy has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds and advances to/from
other funds. While these balances are reported in fund financial statements, certain eliminations are
made in the preparation of the government-wide financial statements.

Furthermore, certain activity occurs during the year involving transfers of resources between funds. In
fund financial statements, these amounts are reported at gross amounts as transfers in/out. While
reported in fund financial statements, certain eliminations are made in the preparation of the government-
wide financial statements. Transfers between the funds included in governmental activities are eliminated
so that only the net amount is included as transfers in the governmental activities column. 

Specific Balances and Transactions 

Cash and Cash Equivalents

Cash includes cash on hand and demand deposits.

Receivables and Payables

In general, outstanding balances between funds are reported as due to/from other funds.

All trade receivables, primarily intergovernmental receivables, are shown net of an allowance for
uncollectible amounts. The Academy considers all receivables to be fully collectible; accordingly, no
allowance for uncollectible amounts is recorded. 

Prepaid Items

Certain payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid
items in both government-wide and fund financial statements when applicable. 

Capital Assets

Capital assets, which include computer equipment, leasehold improvements, and furniture and
equipment, are reported in the applicable governmental activities column in the government-wide
financial statements. Capital assets are defined by the Academy as assets with an initial individual cost of
more than $5,000 and an estimated useful life in excess of one year. 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. 

Capital assets are depreciated using the straight-line method over the following useful lives:

Depreciable Life - Years

Leasehold improvements Lesser of 7-15 years or lease term
Furniture and equipment 5-7
Computer equipment 3-5

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the statement of net position. The long-term liabilities of the Academy consist of
compensated absences.
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 2 - Significant Accounting Policies (Continued)

Net Position

Net position of the Academy is classified in three components. Net investment in capital assets consists
of capital assets net of accumulated depreciation and is reduced by the current balances of any
outstanding borrowings used to finance the purchase of those assets. The restricted component of net
position consists of restricted assets reduced by liabilities and deferred inflows of resources related to
those assets. Unrestricted net position is the remaining net position that does not meet the definition of
invested in capital or restricted. 

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of any
limitations requiring the use of resources for specific purposes. The Academy itself can establish
limitations on the use of resources through either a commitment (committed fund balance) or an
assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the Academy’s highest level of decision-making authority. The
Board of the Academy is the highest level of decision-making authority for the Academy that can, by
adoption of an ordinance prior to the end of the fiscal year, commit fund balance. Once adopted, the
limitation imposed by the ordinance remains in place until a similar action is taken (the adoption of
another ordinance) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the Academy for specific
purposes but do not meet the criteria to be classified as committed. The Board of the Academy may
assign fund balance as it does when appropriating fund balance to cover a gap between estimated
revenue and appropriations in the subsequent year’s appropriated budget. Unlike commitments,
assignments generally exist only temporarily. In other words, an additional action does not normally have
to be taken for the removal of an assignment. Conversely, as discussed above, an additional action is
essential to either remove or revise a commitment.

The Academy did not have any committed or assigned fund balance as of June 30, 2021.

Compensated Absences (Vacation and Sick Leave)

It is the Academy's policy to permit employees to accumulate earned but unused sick and vacation pay
benefits. Sick pay is accrued for the estimated amount that the Academy will pay upon employment
termination; vacation pay is accrued when incurred. Both of these are reported in the government-wide
financial statements. A liability for these amounts is reported in governmental funds only for employee
terminations as of year end. 

Comparative Data

Comparative data is not included in the Academy's financial statements.
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 2 - Significant Accounting Policies (Continued)

Upcoming Accounting Pronouncement 

In June 2017, the Governmental Accounting Standards Board issued Statement No. 87, Leases, which
improves accounting and financial reporting for leases by governments. This statement requires
recognition of certain lease assets and liabilities for leases that previously were classified as operating
leases and recognized as inflows of resources or outflows of resources based on the payment provisions
of the contract. It establishes a single model for lease accounting based on the foundational principle that
leases are financings of the right to use an underlying asset. 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 Academy is currently evaluating the impact
this standard will have on the financial statements when adopted. The provisions of this statement were
originally effective for the Academy's financial statements for the year ended June 30, 2021 but were
extended to the Academy's financial statements for the year ending June 30, 2022 with the issuance of
GASB Statement No. 95, Postponement of the Effective Date of Certain Authoritative Guidance.

Note 3 - 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 the Cafeteria Fund. 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
academies to amend their budgets during the year. During the year, the budget was amended in a legally
permissible manner. The Academy adjusted budgeted amounts during the year in response to actual and
projected activity.

The Academy budgets and reports capital outlay expenditures, if any, within the related function in the
budgetary comparison schedule - General Fund and Cafeteria Fund. In accordance with generally
accepted accounting principles, the Academy reports capital outlay, if any, separately in the statement of
revenue, expenditures, and changes in fund balances.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase orders or
contracts) 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

The Academy did not have significant expenditure budget variances. 

Note 4 - Deposits

State statutes and the Academy's cash management 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, certificates of deposit, commercial paper
rated prime at the time of purchase that matures no 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 two banks for the deposit of its funds. The Academy's deposits consist
solely of checking accounts at the local banks; therefore, the Academy has not adopted a formal
investment policy.
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 4 - Deposits (Continued)

The Academy's cash is subject to custodial credit risk, which is examined in more detail below:

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. At year end, the Academy's deposit balance of $318,773 is fully insured and collateralized.
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.

Note 5 - Capital Assets

Capital asset activity of the Academy's governmental activities was as follows:

Balance
July 1, 2020 Additions

Disposals and
Adjustments

Balance
June 30, 2021

Capital assets being depreciated:
Leasehold improvements $ 340,232 $ - $ - $ 340,232
Furniture and equipment 45,443 - (10,800) 34,643
Computers 90,738 - (78,738) 12,000

Subtotal 476,413 - (89,538) 386,875

Accumulated depreciation:
Leasehold improvements 340,231 - 1 340,232
Furniture and equipment 40,871 4,032 (10,260) 34,643
Computers 67,612 - (55,612) 12,000

Subtotal 448,714 4,032 (65,871) 386,875

Net governmental activities
capital assets $ 27,699 $ (4,032) $ (23,667) $ -

Depreciation expense was not charged to the activities of the Academy, as the Academy's assets benefit
multiple activities and allocation is not practical.

Note 6 - Interfund Receivables, Payables, and Transfers

The composition of interfund balances is as follows:

Fund Due From
Fund Due To General Fund Cafeteria Fund Total

Cafeteria Fund $ 30,929 $ - $ 30,929
General Fund - 18,750 18,750

Total $ 30,929 $ 18,750 $ 49,679

These balances result from the time lag between the dates that goods and services are provided or
reimbursable expenditures occur, transactions are recorded in the accounting system, and payments
between funds are made.
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 6 - Interfund Receivables, Payables, and Transfers (Continued)

The interfund transfers of $3,750 are the result of indirect costs being charged to the Cafeteria Fund by
the General Fund.

Note 7 - Leases

Operating Leases

The Academy has a lease agreement with a related party (an entity owned by the primary founder of the
Academy and majority owner of the management company) for its building and leasehold improvements.
Additionally, the Academy is responsible for property taxes, insurance, repairs, and maintenance related
to facilities. The Academy incurred rent expenditures, including property taxes, in connection with the
lease of approximately $218,000 for the year ended June 30, 2021. The lease requires payments of
approximately 13 percent of the Academy's foundation allowance through June 30, 2022. 

The Academy owed approximately $82,000 on this lease at June 30, 2021.

The future minimum lease payments have been estimated using the expected 2021 revenue based on
the 2021 foundation allowance plus other expected state revenue:

Year Ending Amount

2022 $ 233,676

Note 8 - Long-term Debt

The Academy issues notes and other contractual commitments to provide for the acquisition and
construction of leasehold improvements and the acquisition of certain equipment. Notes are general
obligations of the Academy. 

Long-term debt activity for the year ended June 30, 2021 can be summarized as follows:

Beginning
Balance Additions Reductions Ending Balance

Due within One
Year

Note payable $ 22,084 $ - $ (22,084) $ - $ -
Compensated absences 26,413 1,783 - 28,196 28,196

Total governmental
activities long-term
debt $ 48,497 $ 1,783 $ (22,084) $ 28,196 $ 28,196

Note 9 - Unavailable/Unearned Revenue

Governmental funds report unavailable revenue in connection with receivables for revenue that is not
considered to be available to liquidate liabilities of the current period. Governmental funds also report
unearned revenue recognition in connection with resources that have been received but not yet earned. 

At June 30, 2021, the Academy had no unavailable revenue and $5,929 of unearned revenue, primarily
related to grant and categorical aid payments received prior to meeting all eligibility requirements.

Note 10 - Risk Management

The Academy is exposed to various risks of loss related to general liability claims. The Academy has
purchased commercial insurance for all claims. There have been no significant reductions in insurance
coverage during fiscal year 2021. Settled claims relating to the commercial insurance have not exceeded
the amount of insurance coverage since inception. Employee benefit-related risks attributable to staff
employed by the management company are insured by the management company. 
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Global Tech Academy Charter School

Notes to Financial Statements

June 30, 2021

Note 11 - State Aid Anticipation Note

State Aid Anticipation Note 

The Academy has direct borrowings from the Michigan Finance Authority (the “Lender”) to provide
sufficient resources before receiving its scheduled state aid. This liability is recorded as a fund liability in
the General Fund. 

During the year, the Academy borrowed $356,000 in a state aid anticipation note, which has an
outstanding balance of $63,916 at June 30, 2021. The current note bears interest at 3.45 percent and is
due on August 20, 2021. At June 30, 2021, the accrued interest on the note is insignificant.

In the event of default, the notes are fully collateralized by the Academy’s future state aid funding, and the
Lender has the authority to intercept state aid payments at its discretion. 

In September 2021, the Academy borrowed $327,000 in a state aid anticipation note with an interest rate
of 3.30 percent. The note matures in August 2022 and has similar terms and provisions as the note
outstanding at June 30, 2021.  
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Global Tech Academy Charter School

Required Supplemental Information
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2021

Original
Budget Final Budget Actual

(Under) Over
Final Budget

Revenue
Local sources $ 8,781 $ 8,781 $ 730 $ (8,051)
State sources 1,723,585 2,028,898 2,049,670 20,772
Federal sources 258,302 363,689 346,372 (17,317)
Interdistrict sources 85,267 85,267 81,656 (3,611)

Total revenue 2,075,935 2,486,635 2,478,428 (8,207)

Expenditures
Current:

Instruction:
Basic programs 715,811 756,700 699,869 (56,831)
Added needs 266,232 415,000 405,555 (9,445)

Support services:
Pupil 109,000 88,000 64,535 (23,465)
Instructional staff 118,850 191,280 127,512 (63,768)
General administration 130,442 145,181 145,020 (161)
School administration 82,166 95,000 94,722 (278)
Business 188,631 229,301 228,253 (1,048)
Operations and maintenance 367,742 456,272 426,796 (29,476)
Pupil transportation services 2,750 1,750 - (1,750)
Central 27,500 68,500 43,420 (25,080)

Debt service 66,811 22,400 22,284 (116)

Total expenditures 2,075,935 2,469,384 2,257,966 (211,418)

Excess of Revenue Over Expenditures - 17,251 220,462 203,211

Other Financing Sources - Transfers in 3,750 3,750 3,750 -

Net Change in Fund Balance 3,750 21,001 224,212 203,211

Fund Balance - Beginning of year 78,062 78,062 78,062 -

Fund Balance - End of year $ 81,812 $ 99,063 $ 302,274 $ 203,211
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Global Tech Academy Charter School

Required Supplemental Information
Budgetary Comparison Schedule - Cafeteria Fund

Year Ended June 30, 2021

Original
Budget Final Budget Actual

Over (Under)
Final Budget

Revenue
State sources $ 2,900 $ 2,900 $ 4,223 $ 1,323
Federal sources 155,000 155,000 148,863 (6,137)

Total revenue 157,900 157,900 153,086 (4,814)

Expenditures - Food service 154,150 154,150 149,336 (4,814)

Excess of Revenue Over Expenditures 3,750 3,750 3,750 -

Other Financing Uses - Transfers out (3,750) (3,750) (3,750) -

Net Change in Fund Balance - - - -

Fund Balance - Beginning of year 38,238 38,238 38,238 -

Fund Balance - End of year $ 38,238 $ 38,238 $ 38,238 $ -
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