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INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS 
 
 
 
To the Board of Directors 
   Timbuktu Academy 
 
 
We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of Timbuktu Academy (the “Academy”) as of 
and for the year ended June 30, 2018, 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 State ments 

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, each major fund, and the aggregate 
remaining fund information of the Academy as of June 30, 2018, and the respective changes in 
financial position for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and budgetary comparison information on pages 3–7 and 
13–14 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. 

Other Reporting Required by Government Auditing Sta ndards 

In accordance with Government Auditing Standards, we have also issued our report dated October 
30, 2018 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. 

 

 

GREGORY TERRELL & COMPANY 
Certified Public Accountants 
Detroit, Michigan 

 
October 30, 2018 
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TIMBUKTU ACADEMY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

AS OF JUNE 30, 2018 
 
 
For the Fiscal Year Ended June 30, 2018 

 
This annual report consists of a series of financial statements and notes to those statements. 
These statements are organized so the reader can understand Timbuktu Academy (the 
“Academy”) financially as a whole. The academy-wide financial statements provide information 
about the activities of the whole Academy, which include revenue streams, as well as the quantity 
and direction of spending. Furthermore, these statements reveal how services were financed in 
the short term and what remains for future spending. 
 
The Academy has two funding sources: General Fund and School Service Fund.  General Fund 
revenues come from federal and state governmental agencies; they include per pupil allocation 
State Aid, Federal Title grants and other governmental sources.  The School Service Fund 
primarily includes the lunch program.    
 
Academy-Wide Financial Statements 
 
One of the most important questions asked about the Academy, “As a whole, what is the 
Academy’s financial condition as a result of last year’s activities?” The statements of net position 
and activities, which appear first in the Academy financial statements, report information on the 
Academy as a whole and its activities in a way that helps to answer this question.   We prepare 
the statements to include assets and liabilities, using the accrual basis of accounting, which is 
similar to the accounting used by most private-sector companies.  All of the current year’s revenues 
and expenses are taken into account regardless of when cash was received or paid.   
 
These two statements report the Academy’s net position – the difference between assets and 
liabilities, 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 produces the 
Academy’s operating results.  
 
The Academy’s goal is to provide educational services to our students, not to generate profits as 
commercial entities do. One must consider many other non-financial factors, such as the quality 
of the education provided and the safety of the school, to assess the 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 and support 
services. 
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TIMBUKTU ACADEMY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

AS OF JUNE 30, 2018 
 

Fund Financial Statements 
 
The Academy’s fund financial statements provide detailed information about the most significant 
fund – General Fund – and not the Academy as a whole.  Governmental Fund reporting shows 
how money flows into and out of the fund and the balance left at year end that is available for 
spending. The Governmental Fund is 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 you determine 
whether there are more or fewer financial resources that can be spent in the near future to finance 
the Academy’s programs. We describe the relationship (or differences) between general activities 
(reported in the statement of net position and the statement of activities) and governmental funds 
in reconciliation. 
 
Timbuktu Academy as a Whole 
 
As discussed above, the Statement of Net position provides information of the Academy as a 
whole. Table 1 provides a summary of the Academy’s net position as of June 30, 2018 and 2017: 
   

Table 1- Summary of the Academy  's Net Position    

2018 2017
Assets

Current and Other Assets 837,780$        754,459$        
Capital Assets, net of 

          Accumulated Depreciation 688,532          563,041          

Total Assets 1,526,312$     1,317,500$     

Liabilities
Current and Other Liabilities 810,862$        648,157$        

Total Liabilities 810,862$        648,157$        
Net Assets

Invested in Capital Assets 376,290$        304,051$        
Unrestricted 339,160          365,292          

Total Net Position 715,450$        669,343$        

Governmental Activities
June 30

 
 

Net position at June 30, 2018 was $805,362 which reflects an increase of $136,019 compared to 
the previous year.   
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TIMBUKTU ACADEMY 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
AS OF JUNE 30, 2018 

 
 

Table 2- Summary of the Statement of Activities 
 
Table 2 reflects the statement of activities for the years ended June 30, 2018 and 2017, 
respectively.  
      
      

2018 2017
Revenue

Program Revenue:
Operating Grants 524,538$        638,523$        

General Revenue:
State Foundation AlLowance 3,012,633       2,983,344       
Miscellaneous Revenue 22,052            80,620            

Total Revenue 3,559,223$     3,702,487$     

Functions/Programs Expenditures
Instruction 1,564,799$     1,705,288$     
Support Services 1,559,883       1,670,187       
Food Services 259,029          267,026          
Community Services 81,536            128,505          
Unallocated Depreciation 47,869            40,033            

Total Expenditures 3,513,116$     3,811,039$     

Increase (Decrease) in Net Position 46,107$          (108,552)$       

Governmental Activities
Year Ending June 30

 
 

The revenue totaled $3,559,223, a decrease of approximately 3.87% below the prior fiscal year. 
This decrease is primarily the result of decreased student enrollment. 
 
The expenditures totaled $3,423,204 a decrease of approximately 10.18% over the prior fiscal 
year. 
 
Capital Assets 
 
At June 30, 2018, the Academy had $1,171,056 in capital assets and accumulated depreciation of 
$482,524. This amount includes furniture, equipment and vehicles. The depreciation for the year 
was $47,869. 
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TIMBUKTU ACADEMY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

AS OF JUNE 30, 2018 
 
   
Timbuktu Academy Funds 
 
As we noted earlier, the Academy uses funds to help it control and manage money for particular 
purposes. Looking at the funds help the reader consider whether the Academy is being 
accountable for the resources taxpayers and others provide and it may give more insight into the 
Academy’s overall financial health.  Some factors that had an impact on the Academy were a cut 
in State-Aid of the Discretionary payment, Local Educational Agency (LEA) pupil deductions and 
a decrease in At Risk (31A) funds.  
 
At the end of this school year, the government funds reported a fund balance of $429,072 which 
represents an increase of $63,780 from the June 30, 2017 balance of $365,292. 
 
General Fund Budget Highlights 
 
Over the course of the year, the Academy revises its budget as it attempts to deal with unexpected 
changes in revenues and expenditures. State law requires that the budget be amended to ensure 
that expenditures do not exceed appropriations. During the year, the Academy revised its budget 
in response to and/or in anticipation of changing operating conditions. A schedule showing the 
Academy’s original and final budget amounts compared with amounts actually paid and received 
for the General Fund is provided in the required supplemental information section of these financial 
statements 

 
The majority of the Academy revenue is based on student enrollment.  For the fiscal year 2018, it 
received $7,631 foundation allowance per pupil from the State of Michigan. The original budget, 
which was completed at the end of the prior year, reflected certain assumptions for enrollment, 
grant revenue funding, staffing and other expenditures. The June 2018 amended (final) budget 
reflected actual enrollment based on the official pupil count number.  
 
Economic Factors Affecting Next Year’s Budget 
 
The Academy’s administration and Board of Directors (the Board) consider many factors in the 
budget process. One of the most important factors affecting the budget is student enrollment. 
Nearly 80% of the Academy revenue is derived from the State of Michigan’s student enrollment 
based funding formula. The formula to allocate revenue to school districts is based on the blending 
of two official pupil counts and a per-pupil funding allocation (called the “Foundation Allowance”). 
The blended count for the fiscal year 2018 – 2019 is based on 10 percent of the February 2018 
count plus 90 percent of the October 2018 count. 
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TIMBUKTU ACADEMY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

AS OF JUNE 30, 2018 
 
 
The Academy 2018 - 2019 budget was adopted in June 2018 based on an estimated number of 
students who will be enrolled in October 2018.  Decision-makers considered several factors in 
projecting student enrollment in setting a preliminary budget.  
 

(1) Economic Conditions: Joblessness in Detroit is among the top in the nation and many have 
chosen to move out of the state.  Many schools city and state-wide have experienced 
student losses as families relocate. The Academy is located in an economically depressed 
community with high unemployment/underemployment; thus the potential for movement is 
high. 

(2) Federal Funding Allocations: The levels of federal funding were not known when projecting 
enrollment for the 2018-19 school year; the Academy administrators assumed that some 
allocations would be available. 

(3) Student Needs: A factor in determining the budget involved addressing the academic 
needs of students.  As a result of multiple school-wide assessments the Academy 
administrators found that many students perform below grade level in the core content 
areas – math, language arts, social studies and science.  Therefore, a commitment was 
made to ensure that appropriate resources, materials and other forms of support were 
designated to improving academic achievement among children.   

(4) The school district DPSCD has reorganized and gained schools in its count which may 
draw students from Timbuktu, thereby lowering the student population and student funding 
levels. 

 
Under the State of Michigan law, the Academy cannot assess property taxes to fund general 
operations.  As a result, the Academy’s revenue is heavily dependent on state funding and the 
health of the state’s School Aid Fund, the actual revenue received depends on the state’s ability 
to collect revenues to fund its appropriation to school districts. The state periodically holds a 
revenue estimating conference to forecast revenues.  At this time, the foundation allowance for 
2018-2019 is budgeted at $7,871 per student.   
 
Contacting the District’s Financial Management 
 
Questions regarding this report should be directed to Bernard Parker, CEO or Cha-Rhonda 
Edgerson, Principal at (313) 823-6000.  Timbuktu Academy is located at 10800 E. Canfield, Detroit, 
MI 48214. 
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TIMBUKTU ACADEMY 
STATEMENT OF NET POSITION 

JUNE 30, 2018 
 

 
Governmental 

Activities

Assets

Cash and Cash Equivalents 196,462$         

Accounts Receivable 13,203             

Due from Other Governmental Units 620,812           

Prepaid Expense 7,303               

Capital Assets, net 688,532           

Total Assets 1,526,312$      

Liabilities  

Accounts Payable 277,382$         

Accrued Expenditures 194,336           

Loan Payable 26,902             

Current - Land Contract 47,792             

Current - Lease Obligations 42,904             

Long-Term Liabilities

    Lease Obligations 221,546           

   Total Liabilities 810,862$         

Net Position  

Invested in Capital Assets net of Related Debt 376,290$         
Unrestricted 339,160           

Total Net Position 715,450$         
 

 
 
 

 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of this financial statement. 
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TIMBUKTU ACADEMY 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2018 
 

 
     
   
     

Functions/Programs  Expenses  
 Charges for 

Services  
Operating 

Grants  
  Changes in
  Net Position  

Governmental Activities:         
Instruction 1,564,799$    -$              280,128$       (1,284,671)$   
Support Services 1,559,883     -               -               (1,559,883)    
Food Services 259,029        -                244,410        (14,619)          
Community Services 81,536          -                -                (81,536)          
Unallocated Depreciation 47,869          -                -                (47,869)          

Total Governmental Activities: 3,513,116$    -$             524,538$       (2,988,578)$   

General Revenues:      
State of Michigan School Aid Unrestricted    3,012,633$    
Miscellaneous Revenue    22,052           

 Total General Revenues  3,034,685$   

 Change in Net Position    46,107$        

 Net Position, Beginning of Year    669,343         

 Net Position, End of Year    715,450$      
       

Revenues and

 Governmental 
Net (Expenses) Program Revenues

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of this financial statement. 
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TIMBUKTU ACADEMY 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
JUNE 30, 2018 

 
TIMBUKTU ACADEMY OF SCIENCE AND TECHNOLOGY

BALANCE SHEET
GOVERNMENTAL FUNDS

 General  

Other
Nonmajor 

Governmental
 Funds  

Total 
Governmental 

Funds
ASSETS      

Assets      
Cash and Cash Equivalents 196,462$      -$                   196,462$            
Accounts Receivable 13,203         -                     13,203                
Due from Other Governmental Units 593,703       27,109               620,812              
Due from Other Funds 27,109         -                     27,109                
Prepaid Expenses 7,303           -                     7,303                  

Total Assets 837,780$      27,109$             864,889$            
     

LIABILITIES AND FUND BALANCES      
     

Liabilities     
Accounts Payable 277,382$      -$                   277,382$            
Accrued Expenditures 194,336       -                     194,336              
Due to Other Funds -               27,109               27,109                
Loan Payable 26,902         -                     26,902                

Total Liabilities 498,620$      27,109$             525,729$            
     

Fund Balances      
Non-spendable 7,303$         -$                   7,303$                
Unassigned 331,857       -                     331,857              

Total Fund Balances 339,160$      -$                   339,160$            

Total Liabilities and Fund Balances 837,780$       27,109$              864,889$            
     

Total Governmental Fund Balances 339,160$            
     

  

 

The cost of the Capital Assets is  $        1,171,056 

Accumulated Depreciation is             (482,524) 688,532

(312,242)             

Net Position of Governmental Activities     715,450$            
    

Amounts reported for Governmental Activities in the Statement of Net Position are 
different because:

Capital Assets used in Governmental Activities are not financial resources and 
therefore are not reported in the funds.

Long-term Liabilities-not reported in the govermental funds

The accompanying notes are an integral part of this financial statement. 
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TIMBUKTU ACADEMY 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND 

BALANCES 
GOVERNMENTAL FUNDS 

FOR THE YEAR ENDED JUNE 30, 2018 
 
   Nonmajor   Total

 General   Governmental   Governmental
REVENUES:      

Local Sources 22,052$          -$                 22,052$           
State Sources 3,012,633       -                    3,012,633        
Federal Sources 280,128          244,410            524,538           

Total Revenues 3,314,813$      244,410$          3,559,223$      

EXPENDITURES:      
Current:      

Instruction:
Basic Programs 869,717$         -$                  869,717$         
Added Needs 695,082          -                   695,082           

Total Instruction 1,564,799$     -$                  1,564,799$      

Support Services:

Pupil 61,467$          -$                 61,467$           
Instructional Support 103,929          -                   103,929           
General Administration 446,465          -                   446,465           
School Administration 102,797          -                   102,797           
Business 195,528          -                   195,528           
Operations and Maintenance 334,150          -                   334,150           
Transportation 195,906          -                   195,906           
Central Support Services 165,044          -                   165,044           

Total Support Services 1,605,286$     -$                 1,605,286$      

Community Services 81,536$          -$                 81,536$           

Capital Outlay 173,360$        -$                 173,360$         

Food Services -$                259,029$         259,029$         

Debt Service Principal    68,205$          -$                 68,205$           

Total Expenditures 3,493,186$     259,029$         3,752,215$      

Excess (Deficiency) of Revenues over Expenditures (178,373)$       (14,619)$           (192,992)$        

OTHER FINANCING SOURCES (USES):      

  Financing Sources 166,860          -                   166,860           

  Operating Transfers In (14,619)           -                   (14,619)            

  Operating Transfers Out -                  14,619             14,619             

NET CHANGE IN FUND BALANCES (26,132)$         -$                  (26,132)$          

Beginning of Year 365,292          -                    365,292           

End of Year 339,160$        -$                  339,160$         
      

 
 
 
 
 

The accompanying notes are an integral part of this financial statement. 
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TIMBUKTU ACADEMY 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCE 
TO THE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2018 
 
 

 
Net Change in Fund Balances  - Total Governmental F unds (26,132)$  

Amounts reported for Governmental Activities in the Statement of Activities are
different because:
Governmental Funds report Capital Outlays as expenditures.  These costs are
allocated over their estimated useful lives as depreciation.

  Capital Outlay 173,360   
  Depreciation Expense (47,869)    
Principal Payments on Lease Obligations 45,403     
Principal Payments on Long Term Liability 68,205     
Other Financing Sources (166,860)  

Change in Net Position of Governmental Activities 46,107$   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of this financial statement. 
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TIMBUKTU ACADEMY 
REQUIRED SUPPLEMENTAL INFORMATION 

BUDGETARY COMPARISON SCHEDULE 
GENERAL FUND 

FOR THE YEAR ENDED JUNE 30, 2018 
 

  

Original  Final  
Actual 

Amounts  

Variance 
Under / (Over) 
Final Budget

REVENUES:        
Local Sources 85,000$                                                                                                                                                                                                                                                                        23,505$                                                                                                                                                                                                                                                                        22,052$        1,453$            
State Sources 2,789,426     3,030,014                                                                                                                                                                                                                                                                     3,012,633                                                                                                                                                                                                                                                                     17,381            
Federal Sources 524,208        551,926        # 280,128                                                                                                                                                                                                                                                                        271,798          

Total Revenues 3,398,634$    3,605,445$    3,314,813$    290,632$        

EXPENDITURES:                                                                                                                                                                                                                                                                      
Current:                                                                                                                                                                                                                                                                      

Instruction:
Basic Programs 833,000$                                                                                                                                                                                                                                                                      884,005$                                                                                                                                                                                                                                                                      869,717$                                                                                                                                                                                                                                                                      14,288$          
Added Needs 530,159        663,174        695,082        (31,908)          

Total Instruction 1,363,159$   1,547,179$   1,564,799$    (17,620)$        

Support Services:
Pupil 91,500$        61,968$        61,467$        501$               
Instructional Support 92,000          115,903        103,929        11,974            
General Administration 316,772        360,788        446,465        (85,677)          
School Administration 102,000        107,909        102,797        5,112              
Business 224,000        157,080        195,528        (38,448)          
Operations and Maintenance 364,002        421,295        334,150        87,145            
Transportation 227,000        247,177        195,906        51,271            
Central Support Services 127,500        144,479        165,044        (20,565)          

Total Support Services 1,544,774$   1,616,599$   1,605,286$   11,313$          

Community Services 101,600$      150,773$      81,536$        69,237$          

Capital Outlay -$              -$             173,360$      (173,360)$      

     Debt Service Principal -$              -$             68,205$        (68,205)$        

Total Expenditures 3,009,533$   3,314,551$   3,493,186$   (178,635)$      

Excess (Deficiency) of Revenues 
over Expenditures 389,101$      290,894$      (178,373)$      469,267$        

OTHER FINANCING SOURCES (USES):                                                                                                                                                                                                                                                                     

   Financing Souces -                -               166,860        (166,860)        

Operating Transfers In (Out) -                -               (14,619)         14,619            
                                                                                                                                                                                                                                                                     

NET CHANGE IN FUND BALANCE 389,101$      290,894$      (26,132)$        317,026$        

Beginning of Year 527,061        527,061        365,292         161,769          

End of Year 916,162$      817,955$      339,160$       478,795 $        
       

Budgeted Amounts

 
 

The accompanying notes are an integral part of this financial schedule. 
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TIMBUKTU ACADEMY 
REQUIRED SUPPLEMENTAL INFORMATION 

BUDGETARY COMPARISON SCHEDULE 
SCHOOL SERVICE FUND 

FOR THE YEAR ENDED JUNE 30, 2018 
 

  

Original  Final  
Actual 

Amounts  

Variance 
Under / (Over) 
Final Budget

REVENUES:        
Local Sources -$                                                                                                                                                                                                                                                                          -$                                                                                                                                                                                                                                                                          -$         -$                 
State Sources -            -                                                                                                                                                                                                                                                                            -                                                                                                                                                                                                                                                                           -                   
Federal Sources 244,100    270,740     244,410   26,330              

Total Revenues 244,100$  270,740$   244,410$ 26,330$            

                                                                                                                                                                                                                                                                     
EXPENDITURES:                                                                                                                                                                                                                                                                      

Food Services 244,100$  270,740$   259,029$ 11,711$            

Total Expenditures 244,100$  270,740$   259,029$ 11,711$            

Excess (Deficiency) of Revenues 
over Expenditures -$          -$          (14,619)$   14,619$            

OTHER FINANCING SOURCES (USES):                                                                                                                                                                                                                                                                     
Operating Transfers In (Out) -$          -$          14,619$   (14,619)$           

                                                                                                                                                                                                                                                                     
NET CHANGE IN FUND BALANCE -$          -$          -$          -$                 

Beginning of Year -            -            -            -                   

End of Year -$          -$          -$          -$                 

       

Budgeted Amounts

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of this financial schedule. 
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
 
 

(1) ORGANIZATION 
 
Timbuktu Academy (the “Academy”) is a Public School Academy (K-8). The State of 
Michigan has delegated the Detroit Public School District the responsibility of 
authorizing the establishment of public school academies. The Detroit Public School 
District approved the establishment of Timbuktu Academy pursuant to the Michigan 
School Code of 1976 (“Code”), as amended. 
 

(2) ACADEMY-WIDE AND FUND FINANCIAL STATEMENTS 
 
The academy-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 
Academy. For the most part, the effect of inter-fund activity has been removed from 
these statements. All of the Academy’s activities are classified as governmental 
activities. 
 
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 who purchase, use or directly benefit from goods or 
services 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. State Foundation Aid and other unrestricted items are not included as 
program revenues but instead as general revenues. 
 
Measurement focus, basis of accounting, and financi al statement presentation 
 
The academy-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the fiduciary fund 
financial statements. 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. 
 
Governmental fund financial statements are reported using the current financial 
resources, measurement focus and the modified accrual basis of accounting. 
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 Academy considers revenues to be available if they are collected within 60 days of 
the end of the current fiscal period. Expenditures generally are recorded when a liability 
is incurred, as under accrual accounting. However, debt service expenditures, as well 
as expenditures related to compensated absences and claims and judgments, are 
recorded only when payment is due. 
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
 

(2) ACADEMY-WIDE AND FUND FINANCIAL STATEMENTS (Cont’d) 
 

State and federal aid 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 Academy. 
 
The Academy reports the following major governmental funds: 
 

The general fund is the Academy’s primary operating fund. It accounts for all 
financial resources of the Academy, except those required to be accounted for in 
another fund. 
 

The Academy reports the following non-major governmental fund: 
 
The school service fund is the Academy’s primary non-major fund. It is used to 
account for food services operations. It is a subsidiary operation and obligation of 
the General Fund. 
 

(3) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements have been prepared in accordance with the accounting 
principles outlined in the Michigan School Accounting Manual. The significant 
accounting policies followed by Timbuktu Academy (the “Academy”) are described 
below: 
 
Cash Equivalents 
 
Cash equivalents include short-term, highly liquid investments that are readily 
convertible to cash. 
 
Capital Assets 

  
Capital assets purchased or acquired are capitalized at historical cost or estimated 
historical cost.  Donated fixed assets are valued at their estimated fair market value on 
the date received. 

 
The cost of normal maintenance and repairs that do not add to the value of the asset 
or materially extend assets lives are not capitalized.  Improvements are capitalized and 
depreciated over the remaining useful lives of the related fixed assets. 
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
 

(3) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d) 
 
Depreciation on all assets is provided on the straight-line basis over the estimated 
useful lives as follows: 
    

Furniture and other equipment 3-7 years 
Leasehold Improvements 20 years 

 
The Academy’s capitalization policy is individual amounts exceeding $5,000. 

 
Revenue Recognition 
 
All grant and contract revenues are recognized only to the extent earned. 
 
Use of Estimates 
 
The preparation of general purpose financial statement in conformity with accounting 
principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and 
liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reported period. Actual results could differ from those 
estimates. 
 
Budgets and Budgetary Accounts 
 
The General Fund and School Service Fund budgets were adopted on a basis 
consistent with accounting principles generally accepted in the United States of 
America and in compliance with the Uniform Budgeting and Accounting (P.A. 621 of 
1978).  
 
For the year ended June 30, 2018 expenditures exceeded appropriations as follows: 
 

Budget Actual Variance
Added Needs 663,174$       695,082$       (31,908)$      
General Administration 360,788         446,465         (85,677)        
Business 157,080         195,528         (38,448)        
Central Support Services 144,479         165,044         (20,565)        
Capital Outlay -                173,360         (173,360)      

         Debt Service -                68,205           (68,205)        
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
 

(3) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d) 
 
Deferred Outflow and Inflow of Resources 
 
Deferred Outflow of Resources are defined as the consumption or usage of net assets 
applicable to a future reporting period. These types of resources are similar to assets 
and have a positive effect on the Statement of Net Position. Deferred Inflow of 
Resources are defined as the acquisition of net assets applicable to a future reporting 
period. These types of resources are similar to liabilities and have a negative effect on 
the Statement of Net Position. 

 
(4) SINGLE AUDIT  

 
The Code of Federal Regulations Subtitle A, Chapter II, Part 200, Subpart F, Title 2: 
Grants and Agreements Part 200.501 (d) states that a non-Federal entity that expends 
less than $750,000 in federal funds is exempt from federal audit requirements, unless 
required by the terms of the award. The Academy’s Schedule of Expenditures of 
Federal Awards reported $524,538 for the year ended June 30, 2018.  As the 
Academy’s expenditures of federal awards was less than $750,000 a Single Audit is 
not required. 
 

(5) CASH AND CASH EQUIVALENTS  
 

The Academy’s deposits are included on the balance sheet under the following 
classifications: 

Cash and Cash Equivalents     $196,462      
 
State law authorizes the Academy to make deposits in the accounts of federally insured 
financial institutions. Cash held by fiscal agents or trustees is secured in accordance 
with the requirements of the agency or trust agreement. 

 
Custodial Credit Risk of Bank Deposits 
 
Custodial credit risk is the risk that in the event of bank failure, the Academy’s deposits 
may not be returned by the bank. The Academy believes that due to the dollar amounts 
of cash deposits and the limits of FDIC insurance, it is impractical to insure all bank 
deposits. As a result, the Academy evaluates each financial institution it deposits 
Academy funds with and assesses the level of risk of each financial institution; only 
those institutions with an acceptable estimated risk level are used as depositories. The 
above deposits were reflected in the accounts of the bank (without recognition of 
checks written but not yet cleared or of deposits in transit) at $247,205, of which all is 
covered by federal depository insurance. 
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
 

(6) ACCOUNTS RECEIVABLE  
 

Accounts Receivable as of June 30, 2018, were as follows: 

                  

Alkebu-Lan Village 9,000$      
Magnum Educational Services 4,203        

Total 13,203$     
 

(7) DUE FROM GOVERNMENTAL UNITS  
 
Amounts due from other governmental units as of June 30, 2018, were as follows: 

State of Michigan - State Aid 550,479$  
State of Michigan - Federal 70,333      

Total 620,812$  
 

(8) CAPITAL ASSETS  
 
A summary of capital assets is presented below: 
 

July 1, 2017 Additions Transfers June 30, 2018
Building 380,000$   -$           -$             380,000$       
Furniture and Equipment 576,147     -             (162,000)      414,147         
Vehicles 41,549       173,360     162,000       376,909         
Total Capital Assets 997,696     173,360     -               1,171,056      

Less: Accumulated Depreciation (434,655)    (47,869)      -               (482,524)        

Net Capital Assets 563,041$   125,491$   -$             688,532$       
 

 
Depreciation for fiscal year ended June 30, 2018 amounted to $47,869. The Academy 
determined that it was impractical to allocate depreciation to the various Academy 
activities as the assets serve multiple functions.     

 
(9) MANAGEMENT AGREEMENT   

 
For the year ended June 30, 2018, the Academy utilized a management company, 
Magnum Educational Management Company (“Magnum”).  Magnum provides teachers 
and various management services to the Academy.  Magnum billed the Academy for 
salaries and related fringes (FICA, retirement and insurance) as well as a management 
fee.  The management fee was set at 10% of the Academy’s state aid receipts.  The 
management fees for the year ended June 30, 2018 were $211,698. 
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
(10) STATE AID ANTICIPATION NOTE  

 
The Academy entered into an agreement with the Michigan Finance Authority for a 
State Aid Anticipation Note in the amount of $150,000.  The Note is guaranteed by the 
Academy’s State Aid payments.  The note has an interest rate of 3.75%.  The note 
requires monthly principal and interest payments and matures on August 20, 2018.  At 
June 30, 2018, the outstanding balance is $26,902. 

 
(11) LONG-TERM LIABILITIES  

 
On February 20, 2014, the Academy entered into an agreement with the School District 
of the City of Detroit to purchase property located at 10800 E. Canfield, Detroit, 
Michigan for $370,000. An initial payment of $54,000 was made by the Academy and 
the balance of $316,000 is to be paid at 6% interest over a 60-month period in equal 
monthly installments of $6,109 that include principal and interest. At June 30, 2018, the 
outstanding principal balance is $47,792. A schedule of annual payments is presented 
below: 
 
Year Ende June 30 Principal Interest Total

2019 47,792$    1,082$      48,874$    

Total 47,792$    1,082$      48,874$    
 

On October 12, 2016 and on December 14, .2016, the Academy entered into two 
agreements to lease two buses with Santander Bank, N.A. in the amount of $162,000, 
that carries an interest rate of $5.500%.  On September 15, 2017 and on November 
15, 2017, the Academy entered into two additional agreements to lease two buses, one 
with Santander Bank, N.A. and one with Capital City Bus Sales in the amounts of 
$82,225 and $84,650 that carries an interest rate of 6.031% and 5.980% respectively.  
The lease agreements require six semi-annual lease payments of $28,779, which 
includes principal and interest and a balloon lease payment of $49,000 on October 25, 
2019 and December 15, 2019, $50,000 September 15, 2020 and $51,000 November 
15, 2020. At June 30, 2018, the outstanding principal balance is $264,450. A schedule 
of annual lease payments is presented below: 
 
Year Ende June 30 Principal Interest Total

2019 42,904$    14,654$    57,558$    
2020 123,504    11,011      134,515    
2021 98,042      2,944        100,986    

Total 264,450$  28,609$    293,059$  
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TIMBUKTU ACADEMY 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
(Continued) 

 
 

(12) RELATED PARTY TRANSACTIONS  
 

Mr. Marvis Cofield is the President of the Academy’s Board of directors and the CEO 
of Alkebu-Lan Village.  At June 30, 2018 the Academy had an accounts receivable of 
$9,000 from Alkebu-Lan Village for bus shuttle services provided by the Academy to 
Alkebu-Lan Village to transport craft trade workers for training.  The accounts 
receivable relates to an invoice dated May 31, 2017. 
 

(13) SUBSEQUENT EVENTS 
 

On September 6, 2018, the Academy entered into an agreement with the Michigan 
Finance Authority for a State Aid Note in the amount of $350,000.  The Note is 
guaranteed by the Academy’s State Aid payments.  The note has an interest rate of 
5.30%.  The note requires monthly principal and interest payments and matures on 
August 20, 2019. 
 
Subsequent events have been evaluated through October 30, 2018, which is the date 
the financial statements were available to be issued.  Events occurring after that date 
have not been evaluated to determine whether a change in the financial statements 
would be required. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OV ER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED  ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

 
 
To the Board of Directors 
  Timbuktu Academy 
 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities, each major fund, and the aggregate remaining fund 
information of Timbuktu Academy, as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise Timbuktu Academy’s basic 
financial statements, and have issued our report thereon dated October 30, 2018. 

 
Internal Control Over Financial Reporting 
 

In planning and performing our audit of the financial statements, we considered Timbuktu 
Academy’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Timbuktu Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of Timbuktu Academy’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance. 

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. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Timbuktu Academy’s financial 
statements are free from material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the determination of financial statement 
amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion.  The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the entity’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other 
purpose. 

 
 
 

 
GREGORY TERRELL & COMPANY 
Certified Public Accountants 
Detroit, Michigan 
 
 
October 30, 2018 
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