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Detroit, Michigan

We have audited the financial statements of the governmental activities, the major fund, and the
aggregate remaining fund information of W-A-Y Academy (the "Academy") as of and for the year ended
June 30, 2020, and have issued our report thereon dated November 17, 2020. Professional standards
require that we advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

INDEPENDENT AUDITORS’ COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

November 17, 2020

Board of Directors
W-A-Y Academy

We have provided our findings regarding internal control over financial reporting and compliance noted
during our audit in a separate letter to you dated November 17, 2020.

Planned Scope and Timing of the Audit

As communicated in our engagement letter dated April 9, 2020, our responsibility, as described by
professional standards, is to form and express opinions about whether the financial statements that
have been prepared by management with your oversight are fairly presented, in all material respects, in
conformity with accounting principles generally accepted in the United States of America. Our audit of
the financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material 
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing 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 over
financial reporting. Accordingly, as part of our audit, we considered the internal control of the Academy 
solely for the purpose of determining our audit procedures and not to provide any assurance concerning
such internal control.

We are also 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 for the purpose of identifying other matters to
communicate to you.

We performed the audit according to the planned scope and timing previously communicated to you in
our engagement letter.
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Qualitative Aspects of the Academy’s Significant Accounting Practices

Significant Accounting Policies 

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the Academy is included in Note 1 to the financial
statements.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant
ethical requirements regarding independence.

Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management relating to the performance of
the audit.

Uncorrected and Corrected Misstatements

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on 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 markedly from management’s
current judgments.

There have been no initial selections of accounting policies and no changes in significant accounting
policies or their application during the year.

No matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

For purposes of this communication, professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require us
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant
classes of transactions, account balances or disclosures, and the financial statements as a whole and
each applicable opinion unit. In addition, professional standards require us to communicate to you all
material, corrected misstatements that were brought to the attention of management as a result of our
audit procedures. The material misstatements detected as a result of audit procedures and corrected
by management are described in the Schedule of Findings and Responses issued in connection with our
report on internal control over financial reporting.
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Representations Requested from Management

We have requested certain written representations from management, which are included in
Attachment B to this letter.

Management’s Consultations with Other Accountants

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the Academy’s financial statements or the auditors’ report. No
such disagreements arose during the course of the audit.

Generally accepted accounting principles (GAAP) are continually changing in order to promote the
usability and enhance the applicability of information included in external financial reporting. While it
would not be practical to include an in-depth discussion of every upcoming change in professional
standards, Attachment A to this letter contains a brief overview of recent pronouncements of the
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is
responsible for reviewing these standards, determining their applicability, and implementing them in
future accounting periods.

This information is intended solely for the use of the governing body and management of W-A-Y 
Academy and is not intended to be and should not be used by anyone other than these specified
parties.

Upcoming Changes in Accounting Standards

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no consultations
with other accountants regarding auditing and accounting matters.

Other Significant Matters, 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, operating and
regulatory conditions affecting the entity, and operational plans and strategies that may affect the risks
of material misstatement. None of the matters discussed resulted in a condition to our retention as the
Academy’s auditors.



W-A-Y ACADEMY

Attachment A – Upcoming Changes in Accounting Standards / Regulations

GASB 84  Fiduciary Activities
Effective 12/15/2020 (your FY 2021)

GASB 87  Leases
Effective 06/15/2022 (your FY 2022)

GASB 89  Accounting for Interest Cost Incurred before the End of a Construction Period
Effective 12/15/2021 (your FY 2022)

GASB 91  Conduit Debt Obligations
Effective 12/15/2022 (your FY 2023)

GASB 92  Omnibus 2020
Effective 06/15/2022 (your FY 2022)

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released
recently and may be applicable to the Academy in the near future. We encourage management to review
the following information and determine which standard(s) may be applicable to the Academy. For the
complete text of these and other GASB standards, visit www.gasb.org and click on the “Standards &
Guidance” tab. If you have questions regarding the applicability, timing, or implementation approach for
any of these standards, please contact your audit team.

For the June 30, 2020 Audit

This standard establishes new criteria for determining how to report fiduciary activities in governmental
financial statements. The focus is on whether the government is controlling the assets, and who the
beneficiaries are. Under this revised standard, certain activities previously reported in agency funds may be
reclassified in future periods.

This standard establishes a single model for reporting all leases (including those previously classified as
operating and capital). Lessees will now report offsetting intangible lease assets and lease liabilities equal
to the present value of future lease payments. Lessors will report offsetting lease receivables and deferred
inflows of resources.

This standard eliminates the requirement for governments to capitalize interest during the construction
period for business-type activities. As this simplifies the accounting for interest, early implementation is
encouraged. We do not expect this standard to have any significant effect on the Academy.

This standard defines "conduit debt obligations", where a government issues debt whose proceeds are
received and repaid by a third-party obligor without the issuer being primarily liable. The standard requires
issuers to disclose conduit debt obligations, but not to record a liability unless it is more likely than not that
a commitment made by the issuer will require it to support one or more debt payments for a conduit debt
obligation. We do not expect this standard to have any significant effect on the Academy.

This standard includes a variety of small technical revisions to previously issued GASB statements. We do
not expect this standard to have any significant effect on the Academy.

A1



W-A-Y ACADEMY

Attachment A – Upcoming Changes in Accounting Standards / Regulations
For the June 30, 2020 Audit

GASB 93  Replacement of Interbank Offered Rates
Effective 06/15/2022 (your FY 2022)

GASB 94  Public-Private and Public-Public Partnerships and Availability Payment Arrangements
Effective 06/15/2023 (your FY 2023)

GASB 96  Subscription-Based Information Technology Arrangements
Effective 06/15/2023 (your FY 2023)

GASB 97  Certain Component Unit Criteria and IRC Section 457 Deferred Compensation Plans
Effective 06/15/2022 (your FY 2022)

This standard provides guidance to governments with agreements with variable payments tied to LIBOR, and
how to transition them to a new reference rate. We do not expect this standard to have any significant
effect on the Academy.

This standard addresses accounting and financial reporting for arrangements in which a government
contracts with an operator to provide public services by conveying control of the right to operate or use a
capital asset for a period of time in an exchange or exchange-like transaction. We do not expect this
standard to have any significant effect on the Academy.

    

This standard expands on the new guidance for leases and applies it to computer software contracts
(subscriptions) with similar characteristics. Governments that subscribe to a vendor's IT software will now
report offsetting intangible subscription assets and subscription liabilities equal to the present value of
future subscription payments.

This standard amends the requirements for when to report defined contribution pension plans (such as 401k
and 403b plans) as fiduciary component units, and how to account for Section 457 deferred compensation
plans.
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W-A-Y ACADEMY

Attachment B – Management Representations

The following pages contain the written representations that we requested from management.

For the June 30, 2020 Audit
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November 17, 2020 

 
Rehmann Robson 
675 Robinson Road 
Jackson, Michigan 49203 
 
 

This representation letter is provided in connection with your audit of the financial statements 
of the governmental activities, the major fund, and the aggregate remaining fund information 
of W-A-Y Academy (the “Academy”), as of and for the year ended June 30, 2020, and the 
related notes to the financial statements, for the purpose of expressing opinions on whether 
the basic financial statements present fairly, in all material respects, the financial position, 
results of operations, and the budgetary comparison for the general fund of the Academy in 
conformity with accounting principles generally accepted for governments in the United 
States of America (U.S. GAAP). 

 
Certain representations in this letter are described as being limited to matters that are material. Items are 
considered material, regardless of size, if they involve an omission or misstatement of accounting information 
that, in the light of surrounding circumstances, makes it probable that the judgment of a reasonable person 
relying on the information would be changed or influenced by the omission or misstatement. 
 
We confirm that, having made such inquiries as we considered necessary for the purpose of appropriately 
informing ourselves as of November 17, 2020: 
 
Financial Statements 
 
1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated April 9, 

2020, for the preparation and fair presentation of the financial statements of the various opinion units 
referred to above in accordance with U.S. GAAP. 

2. The financial statements referred to above have been fairly presented in accordance with U.S. GAAP, and 
include all properly classified funds, required supplementary information, and notes to the basic financial 
statements. 

3. We have reviewed and approved the various adjusting journal entries that were proposed by you for recording 
in our books and records and reflected in the financial statements. 

4. With respect to any assistance you provided in drafting the financial statements and related notes, we have 
performed the following: 
a. Made all management decisions and performed all management functions; 
b. Assigned a competent individual to oversee the services; 
c. Evaluated the adequacy of the services performed; 
d. Evaluated and accepted responsibility for the result of the service performed; and 
e. Established and maintained internal controls, including monitoring ongoing activities. 

5. We acknowledge our responsibility for the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

6. We acknowledge our responsibility for the design, implementation, and maintenance of internal control to 
prevent and detect fraud. 

7. Significant assumptions used by us in making accounting estimates, including those measured at fair value, 
are reasonable. 



 
 
 
 

 

8. Related party relationships and transactions have been appropriately accounted for and disclosed in 
accordance with the requirements of U.S. GAAP.  For the purposes of this letter, related parties mean 
members of the governing body; board members; administrative officials; immediate families of 
administrative officials, board members, and members of the governing body; and any companies affiliated 
with or owned by such individuals. 

9. All events subsequent to the date of the financial statements and for which U.S. GAAP requires adjustment 
or disclosure have been adjusted or disclosed.  

10. The effects of all known actual or possible litigation and claims have been accounted for and disclosed in 
accordance with U.S. GAAP. 

11. With regard to items reported at fair value: 
a. The underlying assumptions are reasonable, and they appropriately reflect management’s intent and 

ability to carry out its stated courses of action. 
b. The measurement methods and related assumptions used in determining fair value are appropriate in 

the circumstances and have been consistently applied. 
c. The disclosures related to fair values are complete, adequate, and in conformity with U.S. GAAP. 
d. There are no subsequent events that require adjustments to the fair value measurements and disclosures 

included in the financial statements. 
12. All component units, as well as joint ventures with an equity interest, are included and other joint ventures 

and related organizations are properly disclosed. 
13. All funds and activities are properly classified. 
14. All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Financial Statements—and 

Management’s Discussion and Analysis—for State and Local Governments, and GASB Statement No. 37, Basic 
Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments: 
Omnibus, for presentation as major are identified and presented as such and all other funds that are 
presented as major are considered important to financial statement users. 

15. All components of net position and fund balance classifications have been properly reported. 
16. All revenues within the statement of activities have been properly classified as program revenues, general 

revenues, contributions to term or permanent endowments, or contributions to permanent fund principal. 
17. All expenses have been properly classified in or allocated to functions and programs in the statement of 

activities, and allocations, if any, have been made on a reasonable basis. 
18. All interfund and intra-entity transactions and balances have been properly classified and reported. 
19. Special items and extraordinary items have been properly classified and reported. 
20. Deposit and investment risks have been properly and fully disclosed. 
21. Capital assets, including infrastructure assets, are properly capitalized, reported, and if applicable, 

depreciated. 
22. All required supplementary information is measured and presented within the prescribed guidelines. 
23. In response to the novel coronavirus outbreak (COVID-19), subsequent to year end, the Governor issued 

various temporary Executive Orders that, among other stipulations, effectively prohibit in-person work 
activities for most businesses and industries including non-essential government services, having the effect 
of suspending or severely curtailing operations. As a result, the COVID-19 outbreak is disrupting and affecting 
the Academy’s normal activities. The extent of the ultimate impact of the pandemic on the Academy’s 
operational and financial performance will depend on certain developments, including the duration and 
spread of the outbreak and its impact on employees, vendors, and taxpayers, all of which cannot be 
reasonably predicted at this time. In addition, it may place additional demands on the Academy as it 
determines the appropriate methods to deliver education to students in a safe environment. While 
management reasonably expects the COVID-19 outbreak to negatively impact the Academy’s financial 



 
 
 
 

 

position, changes in financial position, and, where applicable, the timing and amounts of cash flows, the 
related financial consequences and duration are highly uncertain. 

 
Information Provided  
 

24. We have provided you with:  
a. Access to all information, of which we are aware that is relevant to the preparation and fair presentation 

of the financial statements of the various opinion units referred to above, such as records, 
documentation, meeting minutes, and other matters; 

b. Additional information that you have requested from us for the purpose of the audit; and 
c. Unrestricted access to persons within the entity from whom you determined it necessary to obtain audit 

evidence. 
25. All transactions have been recorded in the accounting records and are reflected in the financial statements. 
26. We have disclosed to you the results of our assessment of the risk that the financial statements may be 

materially misstated as a result of fraud. 
27. We have no knowledge of any fraud or suspected fraud that affects the entity and involves: 

a. Management; 
b. Employees who have significant roles in internal control; or 
c. Others where the fraud could have a material effect on the financial statements. 

28. We have no knowledge of any instances, that have occurred or are likely to have occurred, of fraud and 
noncompliance with provisions of laws and regulations that have a material effect on the financial statements 
or other financial data significant to the audit objectives, and any other instances that warrant the attention 
of those charged with governance, whether communicated by employees, former employees, vendors 
(contractors), regulators, or others. 

29. We have no knowledge of any instances that have occurred or are likely to have occurred, of noncompliance 
with provisions of contracts and grant agreements that has a material effect on the determination of financial 
statement amounts or other financial data significant to the audit objectives. 

30. We have no knowledge of any instances that have occurred or are likely to have occurred of abuse that could 
be quantitatively or qualitatively material to the financial statements or other financial data significant to 
the audit objectives. 

31. We have a process to track the status of audit findings and recommendations. 
32. We have identified for you all previous audits, attestation engagements, and other studies related to the 

audit objectives and whether related recommendations have been implemented. 
33. We have provided views on your reported audit findings, conclusions, and recommendations, as well as our 

planned corrective actions, for the report. 
34. We are not aware of any pending or threatened litigation and claims whose effects should be considered 

when preparing the financial statements. 
35. We have disclosed to you the identity of the entity’s related parties and all the related party relationships 

and transactions of which we are aware. 
36. There have been no communications from regulatory agencies concerning noncompliance with or deficiencies 

in accounting, internal control, or financial reporting practices. 
37. The Academy has no plans or intentions that may materially affect the carrying value or classification of 

assets and liabilities. 
38. We have disclosed to you all guarantees, whether written or oral, under which the government is contingently 

liable. 



39. We have identified and disclosed to you the [aws, regulations, and provisions of contracts and grant
agreements that coutd have a direct and materiat effect on financial statement amounts, inctuding legaI and
contractuaI provisions for reporting specific activities in separate funds.

40. There are no:

a. Violations or possibte viotations of laws or regulations, or provisions of contracts or grant agreements
whose effects shoutd be considered for disctosure in the financial statements or as a basis for recording
a loss contingency, inctuding appticabte budget laws and regutations.

b. Unasserted ctaims or assessments that our lawyer has advised are probable of assertion and must be
disctosed in accordance with GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB ond AICPA Pronouncements.

c. Other tiabjtities or gain or loss contingencies that are required to be accrued or disctosed by GASB

Statement No. 62.

41. The Academy has satisfactory titte to atl owned assets, and there are no liens or encumbrances on such assets
nor has any asset or future revenue been ptedged as cottaterat, except as disctosed to you.

42. We have comptied with atl aspects of grant agreements and other contractual agreements that woutd have
a material effect on the financial statements in the event of noncomptiance.

43. We have disclosed to you atl significant estimates and material concentrations known to management that
are required to be disclosed in accordance with GASB Statement No. 62. Significant estimates are estimates
at the batance sheet date that coutd change materiatty within the next year. Concentrations refer to votumes
of business, revenues, avaitabte sources of suppty, or markets or geographic areas for which events coutd
occur that woutd significantty disrupt normal finances within the next year.

Required Supplementary lnformation

44. With respect to the required supptementary information accompanying the financia[ statements:

a. We acknowtedge our responsibitity for the presentation of the required supplementary information in
accordance with accounting principtes generatly accepted in the United States of America.

b. We believe the required supptementary information, including its form and content, is measured and
fairty presented in accordance with accounting principtes generally accepted in the United States of
America.

c. The methods of measurement or presentation have not changed from those used in the prior period.

d. We betieve the significant assumptions or interpretations underlying the measurement or presentation
of the required supptementary information, and the basis for our assumptions and interpretations, are
reasonabte and appropriate in the circumstances.

{
ine Btack, Superintendent
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Rehmann is an independent member of Nexia International. 

INDEPENDENT AUDITORS' REPORT

November 17, 2020

Board of Directors
W-A-Y Academy
Detroit, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the major fund, 
and the aggregate remaining fund information of W-A-Y 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 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.

Independent Auditors' 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 auditors' 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.
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Opinion

Required Supplementary Information

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 17,
2020, on 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 and other
matters. The purpose of that report is 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
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Academy's internal
control over financial reporting and compliance.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, as listed 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 Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the major fund, and the aggregate
remaining fund information of W-A-Y Academy as of June 30, 2020, and the respective changes in
financial position thereof and the budgetary comparison for the general fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

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

2



MANAGEMENT'S DISCUSSION AND ANALYSIS

3



W-A-Y Academy

Management's Discussion and Analysis

Financial Highlights

· Total net position  $       380,822 
· Change in total net position            36,687 
· Unassigned fund balance, general fund 337,613         
· Change in fund balance, general fund 27,707           

Overview of the Financial Statements

The Academy adopts an annual appropriated budget for its general and special revenue funds. A budgetary comparison
statement has been provided for the general fund herein to demonstrate compliance with that budget.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources of
those funds are not available to support the Academy’s own programs. The accounting used for fiduciary funds is much
like that used for proprietary funds.  

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

As management of W-A-Y Academy (the "Academy"), we offer readers of the Academy’s financial statements this narrative
overview and analysis of the financial activities of the Academy for the fiscal year that ended June 30, 2020.   

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

Both of the government-wide financial statements distinguish functions of the Academy that are principally supported by
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fess and charges (business-type activities). The governmental activities of the Academy
include instruction, support services, community services, and food service. The Academy has no business-type activities
for the year.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The Academy, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
Academy can be divided into two categories: governmental funds and fiduciary funds.

The discussion and analysis are intended to serve as an introduction to the Academy’s basic financial statements. The
Academy’s basic financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. 

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

The statement of net position presents information on all of the Academy’s assets and liabilities with the residual balance
reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the Academy is improving or deteriorating.
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W-A-Y Academy

Management's Discussion and Analysis

2020 2019

Assets (all current) 938,026$       733,511$       

Liabilities (all current) 557,204         389,376         

Net position
Restricted 10,806           1,826             
Unrestricted 370,016         342,309         

Total net position 380,822$       344,135$       

2020 2019
Revenues

Program revenues -
Operating grants and contributions 798,160$       874,902$       

General revenues:
Grants and contributions not restricted

for specific purposes 2,454,289      2,687,396      
Other 20,053           29,694           

Total revenues 3,272,502      3,591,992      

Expenses
Instruction 1,513,699      1,642,353      
Support services 1,682,721      1,845,079      
Community services 6,977             9,425             
Welfare services -                    884                
Food service 32,418           47,273           

Total expenses 3,235,815      3,545,014      

Change in net position 36,687           46,978           

Net position, beginning of year 344,135         297,157         

Net position, end of year 380,822$       344,135$       

Net Position

Change in Net Position

The results of this year’s operations for the Academy as a whole are reported in the statement of activities, which shows
the changes in net position for the fiscal year 2020 compared to the changes in net position for fiscal year 2019.

As noted previously, net position may serve over time as a useful indicator of a government’s financial position. In the
case of the Academy, assets exceeded liabilities by $380,822 at the close of the most recent fiscal year.

$10,806 of the Academy’s net position represents resources that are subject to external restrictions on how they may be
used. The remaining balance is unrestricted net position.

Government-wide Financial Analysis

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. 
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W-A-Y Academy

Management's Discussion and Analysis

·

·

·

Differences between the original and final amended budgets related to updates in salaries and benefits costs and student
count for the Academy. Once this additional information was known, subsequent budget amendments recognized the
reduction in revenue and planned expenditures and the individual various Academy program budgets were adjusted
accordingly. Actual revenues and expenditures were both less than the final amended budget amounts. The overall actual
increase in fund balance was favorable to the Academy when compared to the budgeted amount. For the fiscal year 2019-
2020, the budget was amended in November 2019 and June 2020. The June 23, 2020 budget amendment was the final
budget for the fiscal year. The W-A-Y Academy Board does not budget for expenditures covered by grants or for the grant
revenue until an award is received. The general fund does budget for capital outlays in the original budget.

Governmental Activities. Governmental activities increased the Academy’s net position by $36,687. Key elements of this
increase are as follows:

W-A-Y Academy received a $240 per pupil increase in State Funding for Fiscal Year 2019-2020, but the funds were not
distributed until December 2019, leaving only 6 months to utilize the funds. 

Financial Analysis of the Government’s Funds

As noted earlier, the Academy uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements.

Governmental Funds. The focus of the Academy’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the Academy’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

Due to the closing of the East Campus in the current year, there was a decrease in overall student enrollment.

The fund balance of the Academy’s general fund increased by $27,707 during the current fiscal year. Key elements of this
increase are as follows:

The Academy carefully monitored spending for the 2019-2020 school year, and adjusted staff-to-student ratios.

General Fund Budgetary Highlights

As noted above, at the end of the current fiscal year, the Academy’s governmental funds reported combined ending fund
balances of $380,822, an increase of $36,687 in comparison with the prior year. Restricted fund balance includes $10,806
for food service, assigned fund balance includes $15,536 for technology, and unassigned fund balance includes $337,613
for spending at the Academy's discretion. The remainder of fund balance is nonspendable to indicate that is not available
for new spending because the underlying assets are included in prepaid items.  

The general fund is the chief operating fund of the Academy. At the end of the current fiscal year, unassigned fund
balance of the general fund was $337,613 while total fund balance was $370,016. As a measure of the general fund’s
liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund expenditures.
The unassigned and total fund balance represent approximately 10.5% and 11.6%, respectively, of total general fund
expenditures.

Over the course of the year, the Academy revises its budget as it attempts to deal with changes in revenues 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 actually adopted just before year end. A statement showing the Academy’s
original and final budget amounts compared with amounts actually earned and expended is provided in these financial
statements.
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W-A-Y Academy

Management's Discussion and Analysis

Factors Bearing on the Academy's Future

·
·

·
·

· The budget for the year ended June 30, 2021 was adopted in June 2020 when there was a high degree of uncertainty
related to the funding and operations for districts in the State of Michigan due to the novel coronavirus outbreak
(COVID-19). Subsequent to year end, additional funding has been provided by the State of Michigan through various
restricted federal grant programs. Despite this, there continues to be a high degree of uncertainty regarding potential
changes to state and federal funding. In addition, the Academy is continuously evaluating the impacts of the
pandemic as it determines the appropriate methods to deliver education to students in a safe environment. These
factors will have a significant impact on the operational and financial performance of the Academy.

Enrollment projections of 320 students due to COVID-19, but the Academy has filled staff vacancies to support and
engage student learning.
Budgetary increases to accommodate increased rent costs and utility costs.

This financial report is designed to provide a general overview of the Academy’s finances for all those with an interest in
the government’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to Thea Daniels, Director of Finance, 369 Main Street, Belleville, Michigan,
48111, telephone 313-574-2557.

Increases in state and federal revenue sources due to an increase in costs associated with personal protection supplies
to fight COVID-19.

Requests for Information

The following factors were also considered in preparing the Academy’s budget for the 2020-21 fiscal year:

Projected 2020-2021 decrease of $652 will bring the actual allowance to $7,459 per pupil.
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W-A-Y Academy

Statement of Net Position
June 30, 2020

Governmental
Activities

Assets
Cash and cash equivalents 241,319$           
Accounts receivable 7,855                 
Due from other governments 671,985             
Prepaid items 16,867               

Total assets 938,026             

Liabilities
Accounts payable 344,475             
Accrued liabilities 25,864               
Unearned revenue 68,085               
Short-term notes payable 118,780             

Total liabilities 557,204             

Net position
Restricted for food service 10,806               
Unrestricted 370,016             

Total net position 380,822$           

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Statement of Activities
For the Year Ended June 30, 2020

Program
Revenues

Operating Net
Grants and (Expense)

Functions / Programs Expenses Contributions Revenue

Governmental activities
Instruction 1,513,699$      744,097$         (769,602)$        
Support services 1,682,721        14,186             (1,668,535)       
Community services 6,977               -                      (6,977)             
Food service 32,418             39,877             7,459               

Total governmental activities 3,235,815$      798,160$         (2,437,655)       

General revenues
Grants and contributions not restricted

for specific purposes 2,454,289        
Other 20,053             

Total general revenues 2,474,342        

Change in net position 36,687             

Net position, beginning of year 344,135           

Net position, end of year 380,822$         

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Balance Sheet
Governmental Funds
June 30, 2020

Nonmajor Total 
General Food Service Governmental

Fund Fund Funds
Assets

Cash and cash equivalents 228,869$         12,450$           241,319$         
Accounts receivable 7,855               -                      7,855               
Due from other funds 2,360               -                      2,360               
Due from other governments 671,269           716                  671,985           
Prepaid items 16,867             -                      16,867             

Total assets 927,220$         13,166$           940,386$         

Liabilities
Accounts payable 344,475$         -$                    344,475$         
Accrued liabilities 25,864             -                      25,864             
Due to other funds -                      2,360               2,360               
Unearned revenue 68,085             -                      68,085             
Short-term notes payable 118,780           -                      118,780           

Total liabilities 557,204           2,360               559,564           

Fund balances
Nonspendable for prepaids 16,867             -                      16,867             
Restricted for food service -                      10,806             10,806             
Assigned for technology 15,536             -                      15,536             
Unassigned 337,613           -                      337,613           

Total fund balances 370,016           10,806             380,822           

Total liabilities and fund balances 927,220$         13,166$           940,386$         

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2020

Nonmajor Total 
General Food Service Governmental

Fund Fund Funds
Revenues

Local sources 33,638$           601$                34,239$           
State sources 2,734,976        4,620               2,739,596        
Federal sources 463,410           35,257             498,667           

Total revenues 3,232,024        40,478             3,272,502        

Expenditures
Instruction:

Basic programs 1,145,811        -                      1,145,811        
Added needs 367,888           -                      367,888           

Total instruction 1,513,699        -                      1,513,699        

Support services:
Pupil 145,721           -                      145,721           
Instructional services 170,836           -                      170,836           
General administration 407,392           -                      407,392           
School administration 204,878           -                      204,878           
Business 148,581           -                      148,581           
Operations and maintenance 383,535           -                      383,535           
Transportation 250                  -                      250                  
Central 205,143           -                      205,143           
Facility and construction improvements 16,385             -                      16,385             

Total support services 1,682,721        -                      1,682,721        

Community services 6,977               -                      6,977               

Food service -                      32,418             32,418             

Total expenditures 3,203,397        32,418             3,235,815        

Revenues over expenditures 28,627             8,060               36,687             

Other financing sources (uses)
Transfers in 2,360               3,280               5,640               
Transfers out (3,280)             (2,360)             (5,640)             

Total other financing sources (uses) (920)                920                  -                      

Net change in fund balances 27,707             8,980               36,687             

Fund balances, beginning of year 342,309           1,826               344,135           

Fund balances, end of year 370,016$         10,806$           380,822$         

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended June 30, 2020

Actual Over
Original Final (Under) Final
Budget Budget Actual Budget

Revenues
Local sources 39,077$           41,842$           33,638$           (8,204)$            
State sources 3,937,920        2,679,686        2,734,976        55,290             
Federal sources 595,046           599,911           463,410           (136,501)          

Total revenues 4,572,043        3,321,439        3,232,024        (89,415)            

Expenditures
Instruction:

Basic programs 1,920,986        1,200,122        1,145,811        (54,311)            
Added needs 577,375           491,924           367,888           (124,036)          

Total instruction 2,498,361        1,692,046        1,513,699        (178,347)          

Support services:
Pupil 246,571           180,796           145,721           (35,075)            
Instructional services 175,666           179,249           170,836           (8,413)             
General administration 387,186           176,599           407,392           230,793           
School administration 233,313           228,653           204,878           (23,775)            
Business 133,580           162,228           148,581           (13,647)            
Operations and maintenance 469,040           396,328           383,535           (12,793)            
Transportation 2,200               1,830               250                  (1,580)             
Central 370,642           272,500           205,143           (67,357)            
Facility and construction improvements -                      16,385             16,385             -                      

Total support services 2,018,198        1,614,568        1,682,721        68,153             

Community services 8,949               10,340             6,977               (3,363)             

Total expenditures 4,525,508        3,316,954        3,203,397        (113,557)          

Revenues over expenditures 46,535             4,485               28,627             24,142             

Other financing sources (uses)
Transfers in -                      1,827               2,360               533                  
Transfers out (7,596)             (3,280)             (3,280)             -                      

Total other financing sources (uses) (7,596)             (1,453)             (920)                533                  

Net change in fund balance 38,939             3,032               27,707             24,675             

Fund balance, beginning of year 342,309           342,309           342,309           -                      

Fund balance, end of year 381,248$         345,341$         370,016$         24,675$           

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Statement of Fiduciary Assets and Liabilities
June 30, 2020

Agency
Fund

Assets
Cash and cash equivalents 1,171$           

Liabilities
Due to student groups 1,171$           

The accompanying notes are an integral part of these financial statements.
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W-A-Y Academy

Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide and Fund Financial Statements

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Reporting Entity

W-A-Y Academy (the “Academy”) has followed the guidelines of the Governmental Accounting Standards Board and
has determined that no entities should be consolidated into its basic financial statements as component units.
Therefore, the reporting entity consists of the primary government financial statements only. The criteria for
including a component unit include significant operational or financial relationships with the Academy. 

The government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the non-fiduciary activities of the primary government. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which normally are supported
by intergovernmental revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. The Academy had no business-type activities during the year.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting as are the fiduciary fund financial statements, except for the agency funds, which do
not have a measurement focus. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

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.

On June 21, 2012, the Academy entered into a five-year contract with Lake Superior State University (LSSU) to
charter a public school academy through June 30, 2017. On July 1, 2017, the contract with LSSU was extended to
June 30, 2022. 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. LSSU 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 LSSU three percent of the state aid foundation as
administrative fees. The total administrative fees for the year paid to LSSU was approximately $86,000. 
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W-A-Y Academy

Notes to Financial Statements

Deposits and Investments

Receivables and Payables

When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions. Internally dedicated resources are reported as general
revenues rather than as program revenues.

The effect of interfund activity has been eliminated from the government-wide financial statements.

Assets, Liabilities and Equity

The Academy’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition.

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non current portion of interfund loans).

Accounts payable and other payables reflected in the financial statements are based on when the liability is
incurred.

The agency fund  accounts for assets held for other groups and organizations and is custodial in nature.

Additionally, the Academy reports the following fund types:

The Academy reports the following major governmental fund:

The general fund is the government’s primary operating fund. It accounts for all financial resources of the
general government, except those accounted for and reported in another fund.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period or one year for expenditure-
driven grants. 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 revenues of the current fiscal period. All
other revenue items are considered to be measurable and available only when cash is received by the government.

The special revenue fund is used to account and report the proceeds of specific revenue sources that are
restricted or committed to expenditure for specific purposes other than debt service or capital projects.
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W-A-Y Academy

Notes to Financial Statements

Prepaid Items
 

Fund Balances

2. BUDGETARY INFORMATION

3. EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Final Budget Actual Variance
General fund

General administration  $         176,599  $         407,392 230,793$         

The general and special revenue funds are under formal budgetary control. Budgets shown in the financial
statements are adopted on a basis consistent with generally accepted accounting principles (GAAP), and are not
significantly different from the modified accrual basis used to reflect actual results, and consist only of those
amounts contained in the formal budget as originally adopted or as amended by the Board of Directors. The budgets
for the general and special revenue funds are adopted on a functional basis. 

P.A. 621 of 1978, as amended, provides that a government shall not incur expenditures in excess of the amount
appropriated. The approved budgets of the Academy were adopted on a detailed functional level basis.

During the year ended June 30, 2020, the Academy incurred expenditures in excess of the amounts appropriated at
the legal level of budgetary control as follows:

Support services -

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

Governmental funds report nonspendable fund balance for amounts that cannot be spent because they are either
(a) not in spendable form or (b) legally or contractually required to be maintained intact. Restricted fund balance
is reported when externally imposed constraints are placed on the use of the resources by grantors, contributors, or
laws or regulations of other governments. Committed fund balance is reported for amounts that can be used for
specific purposes pursuant to constraints imposed by formal action of the government’s highest level of decision
making authority, the Board of Directors. A formal resolution of the Board of Directors is required to establish,
modify or rescind a fund balance commitment. If applicable, the Academy reports assigned fund balance for
amounts that are constrained by the government’s intent to be used for specific purposes, but are neither
restricted nor committed. Unassigned fund balance is the residual classification for the general fund.  

When the Academy incurs an expenditure for purposes for which various fund balance classifications can be used, it
is the Academy’s policy to use restricted fund balance first, then committed fund balance, assigned fund balance,
and finally unassigned fund balance. 

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the general and
special revenue funds. All annual appropriations lapse at fiscal year end.

20



W-A-Y Academy

Notes to Financial Statements

4. DEPOSITS AND INVESTMENTS

Statement of Net Position
Cash and cash equivalents 241,319$         

Statement of Fiduciary Assets and Liabilities
Cash and cash equivalents 1,171               

Total 242,490$         

Deposits
Bank deposits -

Checking and savings accounts 242,490$         

Statutory Authority

State statutes authorize the Academy to deposit and invest in:

a.

b.

c.

d.

e.

f.

The Academy’s investment policy allows for all of these types of investments.

Commercial paper rated prime at the time of purchase and maturing not more than 270 days after the date of
purchase.

Securities issued or guaranteed by agencies or instrumentalities of the United States government or federal
agency obligation repurchase agreements, and bankers’ acceptance issued by a bank that is a member of the
federal deposit insurance corporation.

A reconciliation of cash and cash equivalents as shown on the Statement of Net Position and Statement of Fiduciary
Assets and Liabilities follows:

Bonds, bills, or notes of the United States; obligations, the principal and interest of which are fully guaranteed
by the United States; or obligations of the State. In a primary or fourth class school district, the bonds, bills, or
notes shall be payable at the option of the holder upon not more than 90 days notice or, if not so payable, shall
have maturity dates not more than 5 years after the purchase dates.

Investment pools, as authorized by the surplus funds investment pool act, composed entirely of instruments that
are legal for direct investment by a school district.

Mutual funds composed entirely of investment vehicles that are legal for direct investment by a school district.

Certificates of deposit insured by a State or national bank, savings accounts of a state or federal savings and
loan association, or certificates of deposit or share certificates of a state or federal credit union organized and
authorized to operate in this State.

21



W-A-Y Academy

Notes to Financial Statements

Investment and Deposit Risk

5. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Due from Due to
Other Funds Other Funds

General fund 2,360$             -$                    
Nonmajor food service -                      2,360               

2,360$             2,360$             

At June 30, 2020, interfund receivables and payables consisted of the following:

For the year ended June 30, 2020, the Academy transferred $2,360 from the food service fund to the general fund
to settle allocable costs between the food service and the general fund. For the year ended June 30, 2020, the
Academy transferred $3,280 from the general fund to the food service fund for at-risk.

Concentration of Credit Risk. State law limits allowable investments but does not limit concentration of credit risk
as identified in the list of authorized investments above. The Academy’s investment policy does not have specific
limits in excess of state law on concentration of credit risk. The Academy had no investments at year end. 

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the allowable
investments as identified in the list of authorized investments above. The Academy’s investment policy does not
have specific limits in excess of state law on investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. The Academy had no investments at year end.

Credit Risk. State law limits investments to specific government securities, certificates of deposits and bank
accounts with qualified financial institutions, commercial paper with specific maximum maturities and ratings when
purchased, bankers acceptances of specific financial institutions, qualified mutual funds and qualified external
investment pools as identified in the list of authorized investments above. The Academy’s investment policy does
not have specific limits in excess of state law on investment credit risk. The Academy had no investments at year
end. 

Custodial Credit Risk – Deposits. Custodial credit risk is the risk that in the event of a bank failure, the Academy’s
deposits may not be returned. State law does not require and the Academy does not have a policy for deposit
custodial credit risk. As of year end, the Academy had a bank balance of $241,854 which was entirely covered by
federal depository insurance. 

The Academy often reports interfund balances between its funds. These interfund balances result primarily from
the time lag between the dates that (1) interfund goods and services are provided or reimbursable expenditures
occur, (2) transactions are recorded in the accounting system, and (3) payments between funds are made. 
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W-A-Y Academy

Notes to Financial Statements

6. SHORT-TERM NOTES PAYABLE

Short-term debt activity for the year ended June 30, 2020, was as follows:

Beginning Ending
Balance Additions Deductions Balance

135,147$         118,780$         135,147$         118,780$         

7. OPERATING LEASES

Year
Ended

June 30, Amount

2021 83,232$           
2022 83,232             

 $         166,464 

8. CONTINGENCIES

9. MANAGEMENT COMPANY

Additionally, W-A-Y Program will be reimbursed for all costs incurred and paid on behalf of the Academy. Such
costs include, but are not limited to, salaries of W-A-Y Program employees, costs related to curriculum,
instructional materials, textbooks, library books, computers, software, supplies, food service, transportation,
special education, psychological services and medical services. Total management, program, and other
administrative fee expenses paid to W-A-Y Program for the year ended June 30, 2020 were $2,536,197.

The Academy has a management company agreement with W-A-Y Program, Incorporated (a Michigan non-profit
corporation), to provide educational and administrative services. 

For the terms of the agreement, W-A-Y Program receives an annual fee per pupil for all pupils of the Academy. In
addition, W-A-Y Program receives all residual revenues of the Academy after expenditures have been paid at year
end as part of its fee to manage the Academy. As part of the agreement, W-A-Y Program pays an amount equal to
three percent of state per pupil aid to the Academy Board to be used at the discretion of the Board. 

At year end, the Academy has a short-term state aid anticipation note outstanding of $118,780 plus accrued
interest of $4,844, both of which are recorded as liabilities in the general fund. The note carries an interest rate of
4.45% and is due August 20, 2020.

State aid note

The Academy leases space for its buildings under non-cancelable operating leases. Total costs for such leases were
$103,069 for the year. The future minimum lease payments for these leases are as follows:

Under the terms of various Federal and State grants and regulatory requirements, periodic audits are required and
certain costs may be questioned as not being appropriate expenditures under the terms of the grants and
requirements. Such audits could lead to reimbursement of the grantor or regulatory agencies. However,
management does not believe such disallowances, if any, would be material to the financial position of the
Academy.
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W-A-Y Academy

Notes to Financial Statements

10. CORONAVIRUS (COVID-19)

11. SUBSEQUENT EVENTS

State Aid Anticipation Notes

    

On September 3, 2020, the Academy borrowed $389,000 in State Aid Anticipation Notes. The notes bear interest at
a rate of 3.45% and are due through August 20, 2021.

In March 2020, the World Health Organization declared the novel coronavirus outbreak (COVID-19) to be a global
pandemic. The extent of the ultimate impact of the pandemic on the Academy’s operational and financial
performance will depend on various developments, including the duration and spread of the outbreak and its
impact on employees, vendors, and taxpayers, all of which cannot be reasonably predicted at this time. In addition,
it will continue to place additional demands on the Academy as it determines the appropriate methods to deliver
education to students in a safe environment. While management reasonably expects the COVID-19 outbreak to
negatively impact the Academy’s financial position, changes in financial position, and, where applicable, the timing
and amounts of cash flows, the related financial consequences and duration are highly uncertain.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

November 17, 2020

Board of Directors
W-A-Y Academy
Detroit, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, the major fund, and the aggregate remaining fund information of W-A-Y 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 November 17, 2020. 

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.

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 and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. However, as described in the accompanying schedule of 
findings and responses, we did identify certain deficiencies in internal control that we consider to be 
material weaknesses and significant deficiencies.

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. We consider the deficiency described in the accompanying schedule of 
findings and responses as item 2020-001 to be a material weakness.
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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. We consider the deficiency described in the accompanying schedule of findings and
responses as item 2020-002 to be a significant deficiency.

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.

W-A-Y Academy’s Response to Findings

The Academy’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and responses. The Academy’s responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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W-A-Y Academy

Schedule of Findings and Responses
For the Year Ended June 30, 2020

2020-001 – Material Audit Adjustments

 

 
•

•

 

 

Estimated Completion Date. June 30, 2021

Cause.  Internal controls did not detect all adjustments necessary to properly record year-end balances.

Effect. As a result of this condition, the Academy's financial statements were initially misstated by amounts
that were material to the financial statements.

Recommendation. Management has already taken appropriate corrective action by reviewing and approving
the proposed audit adjustments.  

View of Responsible Officials. The Director of Finance and Accountant will review general ledger accounts
detail to ensure the accounts are reconciled.

Responsible Officials. Director of Finance and Accountant

Accounts payable and general administrative expenditures were overstated by approximately
$126,000.

Finding Type. Material Weakness in Internal Control over Financial Reporting.

Criteria. Management is responsible for maintaining its accounting records in accordance with generally
accepted accounting principles (GAAP).

Condition. During our audit, we identified and proposed various adjustments (which were approved and
posted by management) that were material to the Academy's financial statements, as follows:

State revenue was initially overstated and unearned revenue was initially understated by
approximately $130,000.
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W-A-Y Academy

Schedule of Findings and Responses
For the Year Ended June 30, 2020

2020-002 – Independent Review of Manual Journal Entries

Finding Type.  Significant Deficiency in Internal Control over Financial Reporting.

 

 

Responsible Officials. Director of Finance and Accountant

Estimated Completion Date. June 30, 2021

    

Criteria. Management is responsible for establishing effective internal controls to safeguard the Academy’s
assets, and to prevent or detect misstatements to the financial statements. Manual journal entries, while
an essential part of any accounting system, represent an opportunity to enter information into the
Academy’s records in a way that bypasses normal internal controls. Accordingly, the Academy should have
a system in place to ensure that all manual journal entries and similar adjustments made to the Academy’s
accounting records are reviewed and approved by an appropriate member of management, independent of
the preparer.  

Condition. The Academy’s policies and procedures in place during the fiscal year under audit did not
require an independent review or approval of manual journal entries made by members of senior
management.  

Cause. This condition is a result of the Academy’s limited resources, and the small size of its accounting
staff.
 
Effect. While we are not aware of any actual misstatements caused by this condition, the Academy was
nevertheless exposed to an increased risk that misstatements, whether caused by error or fraud, could
occur and not be detected by management in a timely manner.

Recommendation. We recommend that the Academy establish a procedure requiring written, independent
review and approval for all manual journal entries, including transactions that are recurring in nature. This
review should be evidenced by signature/initials and date, attached to the supporting documentation, and
retained for audit purposes. 

View of Responsible Officials. All journal entries will be reviewed for accuracy, proprietary, and
documentation by someone other than the person preparing the entry. Written documentation verifying this
review will be maintained by the Academy. 
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