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4/ Results of the June 30, 2022 Audit

All school districts in Michigan are required by state law to have an
annual audit

Plante Moran issued an unmodified “clean”

opinion on the audited financial statements and
the federal programs audit




Responsibilities of the June 30, 2022 Audit

Financial statements are the responsibility of the District

Plante Moran, as an independent third party, is responsible for

rendering an opinion on the audited financial statements

Audit completed in accordance with auditing standards generally accepted in the
United States of America




:4—/| Results of the June 30, 2022 Audit

Other Matters

No Difficulties
Encountered in
Performing the Audit

No Disagreements
with Administration

No material weaknesses
or significant deficiencies;
no findings or questioned

costs

No Audit Adjustments




4’ Highlights and Challenges

Highlights:

« $58.5 million in current year capital investments from the
outstanding bond issues, including $52.5 million from the
2019 Bond Program and the balance from the 2018
technology and 2015 building and site bonds

* Sinking Fund millage continues to be a critical element to the
overall capital repair needs of the District, with $12.6 million
in current year investments from this fund

 Emergency ESSER COVID-19 response grant funding of $25.5

million in FY 22 to support the health and safety of students
and staff
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4’ Highlights and Challenges

Challenges:

Impact of pandemic on all facets of the District, from learning challenges
to additional costs incurred to staff and equip buildings for safe return to
in-classroom learning

Health and wellness and mitigation efforts

Balancing investments in staff and services with overall fiscal
responsibility, working with current funding structure

Impact and care of one-time grant funding that is not part of permanent
funding structure

plante moran | §siommne




General Fund — Budget to Actual

$300
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$293.2 $292.8

Millions

Revenues Expenditures
M Approved Budget (June 2021) B Amended Budget (June 2022) M Actual (Audited 6/30/22)

Both revenue and expenditures include 523 million in MPSERS retirement contributions
passed-through from the State of Michigan
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General Fund

Budget to Actual
Year Ended June 30, 2022

Amended Budget Actual Variance % variance
Fund Balance - June 30, 2021 S 22,226,492 S 22,226,492 S -
Revenue 293,242,626 292,808,917 (433,709) -0.15%
Expenditures 294,014,096 295,549,583 1,535,487 0.52%
Excess of Expenditures Over Revenue (771,470) (2,740,666) (1,969,196)
Plus: Other Financing Sources/(Uses) - 196,656 196,656
Changein Fund Balance (771,470) (2,544,010) (1,772,540)
Fund Balance - June 30, 2022 S 21,455,022 |S 19,682,482
Fund Balance as % of Expenditures 6.7%
Fund Balance as % of Revenue 6.7%
Days of operation (365 day year) 24
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Year Ended June 30

Comparative General Fund
Fund Balance History

$25,000,000
$21,508,022 $22,226,492
$19,880,752

$20,000,000 $19,729,261 $19,682,482

’ ’ $18,360,251

$16,762,959 517,542,843
$15,000,000
$9,426,763
$10,000,000 <3.818,884
$5,000,000 I I
SO L L L L L L L L L
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
P:xr;::;?tg:r:: 4.7% 4.6% 8.3% 10.2% 8.5% 7.2% 6.8% 7.6% 8.2% 6.7%
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Comparative General Fund

Fund Balance as a Percentage of Expenditures History
Year Ended June 30
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Fund Balance
(millions) $9.43m $8.82m $16.76m $21.51m $19.88m $18.36m $17.54m $19.73m $22.23m $19.68m
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| ~ General Fund
¢ Fund Balance Indicators
| ' June 30, 2022

8

$60,000,000 -
2020/2021 Statewide Average 19.3%
$57,041,069
3%o0 expenditures
(19.3% of 2022 di )
$50,000,000
$mm— 15% Fund Balance Target **
Equivalent to $44,332,437
40,000,000 —
> (15% of 2022 expenditures)*
$30,000,000
AAPS 6/30/22 Fund Balance
$19,682,482
$20,000,000 (6.7% of 2022 expenditures)
Estimated Early Warning Level
’ ’ (5% of 2022 revenue)*
SO

*Estimated Early Warning Line and Fund Balance target percentages based on 2022 general fund
revenues and expenditures. Board policy is range of 6-15% of expenditures

** Michigan School Business Officials (MSBO) recommended target
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Net Change in Fund Balance — General Fund
Year Ended June 30

4

$8,000,000 $7,944.075 (A)

$6,000,000

$4,745,063 (B)
$4,000,000

$2,497,231
$2,186,418

S0 - . . . | | |
($607,879) ($817 408)

($2,000,000)

$2,000,000

($1,627,270) (€)  ($1,520,501) (D)

($2,544,010)
($4,000,000)

($6,000,000)

($8,000,000) ($7,208,206)
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

(A) Includes one-time funds for Special Education from WISD ($4.6 million) and Medicaid funds ($400,000)
(B) Includes one-time funds related to sale of Roberto Clemente ($1 million) and Ann Arbor District Library interest (S3 million)
(C) Includes certain one-time direct expenses related to the Allen Elementary flood during the 2016/2017 school year ($1.3 million)

(D) Includes one-time funding related to Cell Tower leases ($2.4 million), easement to ITC (51.1 million), and Tax Base Prior Year Adjustments
from the State of Michigan ($3.1 million)
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General Fund Revenue
Year Ended June 30, 2022

Total Revenue = $292,808,917

$65,030,888 4
22%

$23,035415_—
8%

$35,671,358

12% TN

$169,071,256

/ >8%

B Foundation Allowance
B County Special Education Millage
® Retirement Funding Pass-through (Required to be sent directly to pension system)

® Other (State Categoricals, Federal Grants, Special Ed State Funding, Local)
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Foundation Allowance
Historical lookback at funding

$10,200 $10,151
r
7z
$10,000 %
$9,800 $9,723 $9,701 g
= 9600 * $9,530 %
S $9@80 $9,410 49 355 /
T $9,400 $9,336 ' $9,290 7
o $9.320 /
a $9,170 9,180 %
a0 $9,200 $9.100" & /
= 1 $9,050 7
o $9,020 $9,020 /
S $9,000 /
Z /
$8,800 ?
$8,600 ?
$8,400 A
08/09 09/10* 10/11* 11/12* 12/13 13/14 14/15 15/16 16/17 17/18 18/19 19/20* 20/21 21/22 22/23
W Base Foundation M 20j Hold Harmless
Fiscal Year Impacted Funding reduction per pupil
* Historical Impact on Foundation ~09/10 (5154)
Allowance prorations (11d 10/11 ($170)
adjustments)
11/12 (S470) [statutorily enacted/permanent
reduction]
19/20 (S175) [per pupil proration due to

impact of COVID on state budget]
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Student Enrollment Comparison
Fall FTE Count and Percentage Change from the Previous Years Ended June 30

1.31% (033%)  (0.001%)

- 1.31%
18,000 2 02%
1.84% 9
2.13%
(1.24%)

16,000

14,000

12, 000 T T T 1

2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022

(2.52.%)

Number of students

1

2020-2021 only: FTE per State of Michigan super-blend funding formula
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' Cumulative non-recurring COVID-19 Relief Funding
4 Awards & Expenditures through June 30, 2022

' (in millions)

e
]

m Awarded ® Expended-to-Date

] ] ] ]

CRF - Section 11p

3/1/20-12/31/21

CRF - Section 103(2)

3/1/20-12/31/21

ESSER |

3/1/20-9/30/22

ESSER I

3/1/20-9/30/23

ESSER Il Stabilization (State Funded)

3/1/20-9/30/22

S14.23M
ESSER |11 514.23M
3/1/20-9/30/24
ESSER Ill Sec. 11t
3/1/20-9/30/24
S- $2 $4 $6 $8 $10 $12 $14 $16
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ﬂ l _
W General Fund Expenditures
. @ | Year Ended June 30, 2022

Total Expenditures = $295,549,583

$23,035,415
8%

$47,092,561
16%

$214,756,727 $9,446,484
73% 3%
$1,218,396

0%
M Salaries and Benefits

B Retirement Funding Pass-Through
M Purchased Services (e.g. Substitute Personnel, Transportation, Custodial/Maintenance)
B Supplies and Materials

B Other (e.g. Equipment, Dues and Fees)

Percentages are rounded to the nearest whole percent
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4' General Fund Salaries and Benefits
Year Ended June 30, 2022

$2,050,067
1%

$9,945,477

[0)
$24,837,976 4%
10%

$61,291,645
26%

$139,666,977
59%

M Salaries & Wages
M Retirement Contributions
B Health Insurance

H FICA

M Other (e.g. Special Leave, Workers Compensation, Unemployment, Cashin Lieu)

Percentages are rounded to the nearest whole percent
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[ o ]
‘ General Fund Breakdown of Salaries and Benefits

Year Ended June 30, 2022

Total Salaries and Benefits = $ 237,792,142

(94% = School-based Salaries & Benefits)

$207,759,686
87%

$16,848,202
7%

$3,946,582
2%
Categories according to
. $1,831,169
State reporting 1%
(o]
requirements
M Instruction and Instructional Support $7’406’503
3%
B School Administration
W General Administration
W Operations & Maintenance
M Other (e.g. Human Resource Services, Business Services) Percentages are rounded to the nearest whole percent
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'Retirement Funding — Total Michigan Public Schools

Employees Retirement System (MPSERS) Expense
Year Ended June 30

4

$60.0

$50.0
$40.0
$30.0
$20.0
$10.0

$0.0
2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022

Dollars (in Millions)

Participation in MPSERS is a state mandated requirement

. Unfunded Actuarial Accrued Liability (UAAL) expense funded by a direct pass-through from the State of Michigan via
State Aid
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Py
4‘ Total Health-Related Insurance Costs
Year Ended June 30

$30.0
$25.1 $25.2*
©5.0 T3 25.0
$22.5 :
$19.7 9202
$20.0
E
£ S15.0
©
(=]
$10.0
$5.0
S' T T T T T T T 1
2015 2016 2017 2018 2019 2020 2021 2022

*The District currently pays a maximum of $13,781 per teacher (the largest covered group) for health care insurance
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Comparative General Fund

Fund Balance as a Percentage of Expenditures History
Year Ended June 30
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Fund Balance
(millions) $9.43m $8.82m $16.76m $21.51m $19.88m $18.36m $17.54m $19.73m $22.23m $19.68m
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Fund Balance as a Percent of Expenditures

Comparison of Districts
Year Ended June 30, 2021

*Districts similar in size
35% -

30.76%
30% -

26.09%

25%

20.96%

19.88%

20%

15.43%

15%

10%

5%

0%

BANn Arbor Public Schools (June 30, 2022) I High-performing MI Districts

B Washtenaw ISD Districts I Demographically comparable Districts
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Ann Arbor Public Schools

Year Ended June 30, 2022
Key Takeaways

District continues to operate fiscally responsibly — as evidenced by:
* “clean” opinion (highest opinion a school district can receive)
e continual monitoring of monthly financial activity

* Cost containment and improved efficiencies will need to continue to be a focal
point for the organization in order to yield positive financial results

e The Board and administration have continued their commitment to oversee the
District for long-term viability.

* |nvested the one-time federal and state funds into health and wellness of
students and staff, and competitive pay
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Future Developments in the
School Environment

4

Areas to monitor as it relates to school operations:

* Monthly Budget Reports  Employee Group Negotiations

* Fund Balance Levels * Federal Funding Changes

e Delayed State Aid Payments * Future Retirement Contribution Rates
e Health Care Costs * Future changes in foundation

.. allowance fundin
* State economy and politics 8

e Discussion on new funding formulas

Continue to evaluate local options that are within your control to
provide funding for the student population (examples include: Special
education millage; countywide enhancement millage; sinking fund
millage; and bond issues)
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-7/ Next Steps in our AAPS School Environment

Continue to:

* Keep health and safety of students and staff at the forefront

* Advocate at the state level for a new funding model that addresses the weighted costs of

varied student needs
e Assist students with their ongoing recovery from the COVID-19 pandemic
e Build fund equity to ensure sustainability of the organization
e Continue innovation to develop revenue streams in addition to traditional funding
* Evaluate recurring expenditures and their impact on long-term sustainability

* Plan for ongoing funding challenges
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4’ Thank you!

We appreciate:

Team AAPS

- the hard work to extend our district quality, ensuring we continue to
deliver the ‘Ann Arbor Public Schools’ difference

Board of Education

- support, advocacy, & courageous decision-making for the short,
medium and long-term needs — sustainability & strength for the district

Community

- ongoing partnership in support of the Ann Arbor Public Schools
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ANN ARBOR PUBLIC SCHOOLS

LEAD CARI INSPIRY
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