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INDEPENDENT AUDITOR’S REPORT 

 

To the Board of Directors 

Woodland School 

Traverse City, Michigan 

 

Report on the Financial Statements 

 

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

major fund, and the aggregate remaining fund information of Woodland School, Traverse City, 

Michigan (the “School”), as of and for the year ended June 30, 2017, and the related notes to the 

financial statements, which collectively comprise the entity’s basic financial statements as listed 

in the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

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

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

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

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

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

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

disclosures in the financial statements. The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error. In making those risk assessments, the auditor considers 

internal control relevant to the entity’s preparation and fair presentation of the financial 

statements in order to design audit procedures that are appropriate in the circumstances, but not 

for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 

Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 

of accounting policies used and the reasonableness of significant accounting estimates made by 

management, as well as evaluating the overall presentation of the financial statements. 
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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 School as of June 30, 2017, 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 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. 

 

Other Information 

 

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

collectively comprise the School’s basic financial statements. The statement of changes in 

fiduciary assets and liabilities is presented for purposes of additional analysis and is not a 

required part of the basic financial statements.  

 

The statement of changes in fiduciary assets and liabilities is the responsibility of management 

and was derived from and relates directly to the underlying accounting and other records used to 

prepare the basic financial statements. Such information has been subjected to the auditing 

procedures applied in the audit of the basic financial statements and certain additional 

procedures, including comparing and reconciling such information directly to the underlying 

accounting and other records used to prepare the basic financial statements or to the basic 

financial statements themselves, and other additional procedures in accordance with auditing 

standards generally accepted in the United States of America. In our opinion, the statement of 

changes in fiduciary assets and liabilities is fairly stated in all material respects in relation to the 

basic financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

 

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

October 13, 2017, on our consideration of the School’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 School’s internal control over financial reporting and compliance. 

 

 
Gabridge & Company, PLC 

Grand Rapids, MI 

October 13, 2017 
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

This section of Woodland School (the “School”), Traverse City, Michigan’s annual financial 

report presents our discussion and analysis of the School’s financial performance during the year 

ended June 30, 2017. It is to be read in conjunction with the School’s financial statements, which 

immediately follow. This is a requirement of the Governmental Accounting Standards Board 

Statement No. 34 (GASB 34) Basic Financial Statements - and Management’s Discussion and 

Analysis - for State and Local Governments and is intended to provide the financial results for 

the fiscal year ending June 30, 2017. 

 

Financial Highlights 

 

 For the fiscal year ended 2017, the Board of Directors adopted a final general fund 

budget with a projected increase in fund balance of $61,471.  The actual result of 

operations in the general fund showed a $32,536 decrease in fund balance.  

 

 At June 30, 2017 the School’s total net position was $1,155,270 of which $592,686 was 

unrestricted and available to meet the School’s ongoing obligations to employees and 

creditors.   

 

 The School’s total net position decreased $56,391, from $1,211,661 as of June 30, 2016 

to $1,155,270 as of June 30, 2017.  Refer to the Financial Analysis of the School as a 

Whole section of this analysis for a more detailed explanation of the change in net 

position. 

 

 At June 30, 2017, the total fund balance for the general fund was $476,064. 

 

Overview of the Financial Statements 

 

This annual report consists of three parts: management's discussion and analysis (this section), 

the basic financial statements, and supplemental information. The basic financial statements 

include two kinds of statements that present different views of the School: 

 

 The first two statements, the statement of net position and the statement of activities, are 

government-wide financial statements that provide both short-term and long-term 

information about the School’s overall financial status. 

 

 The remaining statements are fund financial statements that focus on individual parts of 

the School, reporting the School’s operations in more detail than the government-wide 

statements. 

 

o Governmental funds statements tell how basic services such as regular and special 

education were financed in the short-term as well as what remains for future 

spending. 
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

o Fiduciary funds statements provide information about the financial relationships 

in which the School acts solely as a trustee or agent for the benefit of others. 

 

The basic financial statements also include the notes to the financial statements that explain the 

information in the basic financial statements and provide more detailed data. Supplementary 

information follows and includes a fiduciary funds statement of changes in assets and liabilities 

as well as a budgetary comparison schedule for the general fund. 

 

Government-wide Financial Statements 

 

The government-wide financial statements report information about the School as a whole using 

accounting methods similar to those used by private-sector companies. The statement of net 

position includes all of the School’s assets and liabilities. All of the current year's revenues and 

expenses are accounted for in the statement of activities regardless of when cash is received or 

paid. 

 

The two government-wide statements report the School’s net position, and how they have 

changed. Net position - the difference between the School’s assets and liabilities - is one way to 

measure the School’s financial health or position. 

 

Over time, increases or decreases in the School’s net position are an indicator of whether its 

financial position is improving or deteriorating, respectively. 

 

To assess the School’s overall health, one should consider additional non-financial factors such 

as changes in the School’s pupil counts and the condition of school buildings and other facilities. 

 

In the government-wide financial statements, the School’s activities are presented as 

governmental activities.  Governmental activities include the School’s basic services, such as 

instruction, library services, and administration. State aid finances most of these activities. 
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

Financial Analysis of the School as a Whole 

 

The following is a comparative highlight of the current and prior year financial activities from 

the government-wide financial statements: 

 

 
 

Cash decreased from $419,365 as of June 30, 2016 to $314,654 as of June 30, 2017.  This is 

largely the result of the net effect of principal payments on long-term debt ($161,828 decrease of 

cash), non-cash depreciation expense ($130,283 “increase” to cash as it is a non-cash expense), 

and the overall decrease in net position of $56,391. 

 

The results of the fiscal year’s operations for the School as a whole are presented in the 

statement of activities, which shows the change in total net position for the year.   

 

 

 

 

 

 

2017 2016

ASSETS

Current Assets

Cash & Cash Equivalents 314,654$         419,365$         

Due from Other Governments 303,173           290,734           

Total Current Assets 617,827           710,099           

Noncurrent Assets

Capital Assets, Net 1,902,260        2,017,943        

Total Assets 2,520,087        2,728,042        

LIABILIITES

Current Liabilities

Accounts Payable 8,288              14,877            

Salaries Payable 16,853            -                     

Current Portion of Long-term Debt 183,636           161,828           

Total Current Liabilities 208,777           176,705           

Noncurrent Liabilities

Long-term Debt 1,156,040        1,339,676        

Total Liabilities 1,364,817        1,516,381        

NET POSITION

Net Investment in Capital Assets 562,584           516,439           

Unrestricted 592,686           695,222           

  Total Net Position 1,155,270$      1,211,661$      
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

The statement of activities presents the following changes in net position from operating results 

for each of the two more recent fiscal years: 

 

 
 

The most notable change in activity from 2016 to 2017 is the increased expenses. Total expenses 

increased from $1,567,272 during 2016 to $1,734,245 during 2017.  Three reasons led to this 

change; first, instruction expenses increased from $906,461 during 2016 to $1,031,223 during 

2017. Since the school is receiving Title 1 funding this year for the first time, they used this 

money to hire three classroom aides, in which their salary was 100% funded through instruction 

expenses. Second, supporting services expenses increased from $467,220 during 2016 to 

$510,287 during 2017. This is due to an increase in the number of students requiring special 

services, which has increased the number of hours required to service them. Third, the facilities 

improvements expense increased from $3,004 in 2016 to $10,005 in 2017. This is mainly 

because Woodland is an aging school and during the past fiscal year there was an increase in 

ground and facility project costs.  

 

Fund Financial Statements 

 

The fund financial statements provide more detailed information about the School’s funds, 

focusing on its most significant or "major" funds - not the School as a whole. Funds are 

accounting devices the School uses to keep track of specific sources of funding and spending on 

particular programs. 

2017 2016

Revenues

Program Revenues

Operating Grants & Contributions 91,609$           88,365$           

  Total Program Revenues 91,609            88,365            

General Revenues

State Sources 1,586,185        1,549,047        

Other 60                  16,254            

  Total General Revenues 1,586,245        1,565,301        

Total Revenues 1,677,854        1,653,666        

Expenses

  Instruction 1,031,223        906,461           

  Supporting Services 510,287           467,220           

Facilities Improvements 10,005            3,004              

  Interest on Long-term Debt 52,447            60,148            

Unallocated Depreciation 130,283           130,439           

  Total Expenses 1,734,245        1,567,272        

Change in Net Position (56,391)           86,394            

Net Position at Beginning of Period 1,211,661        1,125,267        

Net Position at End of Period 1,155,270$      1,211,661$      
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

 

The School utilizes two kinds of funds: 

 

 Governmental funds: Most of the School’s basic services are included in governmental 

funds, which generally focus on 1) how cash and other financial assets that can readily be 

converted to cash flow in and out and 2) the balances left at year-end that are available 

for spending. Consequently, the governmental funds statements provide a detailed short-

term view that helps you determine whether there are more or fewer financial resources 

that can be spent in the near future to finance the School’s programs. Since the 

government-wide financial statements and the fund financial statements use different 

methods of accounting to report the School’s financial condition, a reconciliation is 

included in the financial statements showing the differences between the two types of 

statements. 

 

 Fiduciary funds: The School is the trustee, or fiduciary, for assets that belong to others, 

such as the case with student activities funds. The School is responsible for ensuring that 

the assets reported in these funds are used only for their intended purposes and by those 

to whom the assets belong. The School excludes these activities from the government-

wide financial statements because it cannot use these assets to finance its operations. 

 

Financial Analysis of the School’s Funds 

 

The School uses funds to record and analyze financial information.  The School has two major 

funds, its general and debt service funds. 

 

The general fund is the School’s primary operating fund.  The general fund had revenues of 

$1,677,854, expenditures of $1,780,390, and net transfers in of $70,000.  The School’s general 

fund ended the year with a $32,536 decrease in fund balance for a total fund balance of $476,064 

as of June 30, 2017, down from $508,600 as of June 30, 2016.  This change in fund balance was 

most significantly influenced by the increased expenditures during the fiscal year. 

 

The debt service fund is used by the School to account for and report financial resources that are 

assigned to expenditure for principal and interest.  The debt service fund had net transfers out to 

the general fund of $70,000.  The debt service fund ended the year with a $70,000 decrease in 

fund balance for a total fund balance of $116,622 as of June 30, 2017.  This decrease in fund 

balance was most significantly influenced by the transfer out of cash to the general fund during 

the year. 

 

General Fund Budgetary Highlights 

 

During the year the School revised its budget to attempt to match changes in the school funding 

environment and current needs of students and faculty.  State law requires that budgets be 

amended during the year so actual expenditures do not exceed appropriations. The initial budget 
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

for the year ended June 30, 2017, was adopted by the Board of Directors on June 15, 2016, with 

the final amendments made on June 21, 2017.  

 

Original budget compared to final budget.  The changes between the original and final budgets 

were largely related to an increased estimate for Title I to be received for revenues.  

Expenditures generally had small adjustments between expenditure categories. 

 

Final budget compared to actual results. The overall actual revenues were less than the final 

budget by $16,095 and the overall actual expenditures came in over the final budget by $77,912.  

Overall, the actual results for the year were $94,007 worse than the final amended budget. 

 

Capital Asset and Debt Administration 

 

Capital Assets 

 

At June 30, 2017, the School had $1,902,260 invested in capital assets.  This included a net 

decrease during the past fiscal year of $115,683 consisting of $130,283 depreciation expense and 

$14,600 capital asset addition during the year. 

 

The following table represents the Schools investment in capital assets: 

 

 
More detailed information about the School’s capital assets can be found in the notes to the 

financial statements section of this document. 

 

Long-term Debt 

 

At year-end, the School had total long-term debt of $1,339,676.  Management successfully paid 

off the 2011 Capital Lease obligation. 

 

More detailed information about the School’s long-term debt can be found in the notes to the 

financial statements section of this document. 

 

Land 312,571$          

Buildings & Improvements 2,865,263         

Land Improvements 232,119            

Equipment 133,774            

Subtotal 3,543,727         

Accumulated Depreciation 1,641,467         

Net Capital Assets 1,902,260$       

Woodland School

Capital Assets as of June 30, 2017
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Woodland School 

Management’s Discussion and Analysis 

June 30, 2017

 

Economic Factors and Next Year’s Budget and Rates 

 

Management estimates approximately $1,670,580 of revenues to be available for appropriation 

in the general fund in the upcoming fiscal year. Expenditures are expected to change by small 

amounts compared to 2017. The School continues to review all budget line items for 

opportunities to reduce expenditures when possible. The budget will be monitored during the 

year to identify any necessary amendments.  In 2018, the School plans again to use current 

revenues to provide an exceptional learning environment to its students and to maintain the 

School’s financial reserves at similar levels.  

 

Requests for Information 

 

This financial report is designed to provide our constituents, investors, and creditors with a 

general overview of the School’s finances and to demonstrate the School’s accountability for the 

money it receives.  If you have questions about this report or need additional information, 

contact: 

 

 Woodland School 

 7224 Supply Road 

 Traverse City, MI 49696 
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ASSETS

Current Assets

    Cash & Cash Equivalents $ 314,654 

    Due from Other Governments 303,173 

    Total Current Assets 617,827 

Noncurrent Assets

    Capital Assets not Being Depreciated 312,571 

    Capital Assets Being Depreciated, net 1,589,689 

    Total Assets 2,520,087 

LIABILITIES

Current Liabilities

    Accounts Payable 8,288 

    Salaries Payable 16,853 

    Current Portion of Long-term Debt 183,636 

    Total Current Liabilities 208,777 

Noncurrent Liabilities

    Long-term Debt 1,156,040 

    Total Liabilities 1,364,817 

NET POSITION

Net Investment in Capital Assets 562,584 

Unrestricted 592,686 

    Total Net Position $ 1,155,270 

Woodland School
Statement of Net Position

June 30, 2017

Governmental 

Activities

The Notes to the Financial Statements are an integral part of these Financial Statements
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Functions/Programs

Primary Government

Governmental Activities:

Instruction $ 1,031,223 $ -- $ 91,609 $ -- $           (939,614)

Supporting Services 510,287 -- -- --           (510,287)

Facilities Improvements 10,005 -- -- --             (10,005)

Unallocated Depreciation 130,283 -- -- --           (130,283)

Interest on Long-term Debt 52,447 -- -- -- (52,447)

    Total Primary Government 1,734,245 -- 91,609 -- $ (1,642,636)

60 

1,586,185 

1,586,245 

(56,391)

1,211,661 

$ 1,155,270 

Net (Expense) 

Revenue

Woodland School
Statement of Activities

For the Year Ended June 30, 2017

Program Revenues

Expenses

Charges for 

Services

Operating 

Grants and 

Contributions

Capital Grants 

and 

Contributions

Governmental 

Activities

General Purpose Revenues and Transfers:

Revenues

Net Position at End of Period

Local Sources

State Sources

   Total General Revenues

   Change in Net Position

Net Position at Beginning of Period

The Notes to the Financial Statements are an integral part of these Financial Statements
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ASSETS

Cash & Cash Equivalents $ 198,032 $ 116,622 $ 314,654 

Due from Other Governments 303,173 -- 303,173 

   Total Assets $ 501,205 $ 116,622 $ 617,827 

LIABILITIES

Accounts Payable $ 8,288 $ -- $ 8,288 

Salaries Payable 16,853 -- 16,853 

   Total Liabilities 25,141 -- 25,141 

FUND BALANCE

Assigned -- 116,622 116,622 

Unassigned 476,064 -- 476,064 

   Total Fund Balance 476,064 116,622 592,686 

   Total Liabilities and Fund Balance $ 501,205 $ 116,622 $ 617,827 

Woodland School
Balance Sheet

Governmental Funds
June 30, 2017

Debt Service

Total 

Governmental 

FundsGeneral

Debt Service 

Fund

The Notes to the Financial Statements are an integral part of these Financial Statements
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Total Fund Balance - Governmental Funds $ 592,686 

General government capital assets of $3,543,727, net of accumulated depreciation of 

$1,641,467, are not financial resources, and accordingly are not reported in the funds. 1,902,260 

Long-term liabilities are not due and payable in the current period and, therefore, are not 

reported in the funds. (1,339,676)

Total Net Position-Governmental Funds $ 1,155,270 

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

June 30, 2017

The Notes to the Financial Statements are an integral part of these Financial Statements
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Revenues

Local Sources $ 60 $ -- $ 60 

State Sources 1,610,259 -- 1,610,259 

Federal Sources 55,204 -- 55,204 

Other Transactions 12,331 -- 12,331 

   Total Revenues 1,677,854 -- 1,677,854 

Expenditures

Instruction 1,031,223 -- 1,031,223 

Supporting Services 510,287 -- 510,287 

Facilities Improvements 10,005 -- 10,005 

Capital Outlay 14,600 -- 14,600 

Debt Service - Principal 161,828 -- 161,828 

Debt Service - Interest 52,447 -- 52,447 

   Total Expenditures 1,780,390 -- 1,780,390 

   Excess of Revenues Over

      (Under) Expenditures (102,536) -- (102,536)

Other Financing Sources (Uses)

Transfers In 70,000 -- 70,000 

Transfers Out -- (70,000) (70,000)

   Net Other Financing Sources (Uses) 70,000 (70,000) --

   Net Change in Fund Balance (32,536) (70,000) (102,536)

Fund Balance at Beginning of Period 508,600 186,622 695,222 

Fund Balance at End of Period $ 476,064 $ 116,622 $ 592,686 

Woodland School
Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds
For the Year Ended June 30, 2017

Debt Service

Total 

Governmental 

FundsGeneral

Debt Service 

Fund

The Notes to the Financial Statements are an integral part of these Financial Statements
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Total Net Change in Fund Balances - Governmental Funds $ (102,536)

Governmental funds report capital outlays as expenditures.  However, in the statement of 

activities, the cost of those assets is allocated over their estimated useful lives as 

depreciation and expensed.  This amount represents current year depreciation expense of 

$130,283 net of capital outlay additions of $14,600. (115,683)

Repayment of bond principal is an expenditure in the governmental funds but the repayment 

reduces long-term liabilities in the statement of net position. 161,828 

Changes in Net Position-Governmental Funds $ (56,391)

Woodland School
Reconciliation of Governmental Funds Statement of Revenues, Expenditures, and

Changes in Fund Balance with Statement of Activities
For the Year Ended June 30, 2017

The Notes to the Financial Statements are an integral part of these Financial Statements
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ASSETS

Cash & Cash Equivalents $ 46,440 

   Total Assets 46,440 

LIABILITIES

Due to Student Groups 46,440 

   Total Liabilities 46,440 

NET POSITION

   Held in Trust $ --

Woodland School
Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2017

Agency

Grassroots Fund

The Notes to the Financial Statements are an integral part of these Financial Statements
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Woodland School 

 

Notes to the Financial Statements 
 

 

 

Note 1 - Summary of Significant Accounting Policies 

 

The accounting policies of Woodland School (the “School” or “government”) conform to 

generally accepted accounting principles as applicable to Schools.  The Governmental 

Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 

governmental accounting and financial reporting principles.  The School’s significant accounting 

policies are described below. 

 

Reporting Entity 

 

Woodland School is a public school academy organized under Act No. 362 of the Michigan 

Public Acts of 1993.  An academy is a corporation organized under the Michigan Nonprofit 

Corporation Act for the purpose of operating as an academy and as a governmental entity.  For 

Federal tax purposes, an academy is exempt from taxes because its income is derived from the 

exercise of an essential governmental function and is not eligible for recognition of exemption 

under Section 501(c)(3) of the Internal Revenue Service Code. 

 

The School is overseen by Saginaw Valley State University.  An agreement was entered 

effective August 1, 1996 and renewed in 2012.  The Woodland School Board of Directors is the 

basic level of government which has oversight responsibility and control over all activities. The 

Board has decision making authority, the power to designate management, the ability to 

significantly influence operations and the primary accountability for fiscal matters.  Hence, the 

School is not included in any other governmental “reporting entity” as defined by the 

Governmental Standards Board Statement 61.  

 

The Board of Directors, a five member group, is the level of government which has governance 

responsibilities over all activities related to public elementary and middle school education 

within the jurisdiction of the School.  The School receives funding from state and federal 

government sources and must comply with the requirements of these funding source entities.   

 

Government-wide and Fund Financial Statements  
 

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 taxes and intergovernmental revenues, 

are reported separately from business-type activities, which rely to a significant extent on fees 

and charges for support. The School had no business-type activities during the year ended June 

30, 2017. 

  

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 
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Woodland School 

 

Notes to the Financial Statements 
 

 

 

meeting the operational or capital requirements of a particular function or segment. Unrestricted 

state aid and 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 funds are reported as separate columns in the fund financial statements. 

 

Measurement Focus, Basis of Accounting and Financial Statement Presentation 

 

Government-wide financial statements are reported using the economic resources measurement 

focus and the accrual basis of accounting.  Agency funds also use the accrual basis of 

accounting, but 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. 

Property taxes are recognized as revenues in the year for which they are levied. Grants and 

similar items are recognized as revenue as soon as all eligibility requirements imposed by the 

grantor or 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 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 reimbursement-

based grants.  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. 

 

Revenues susceptible to accrual are state aid, federal revenues, and interest income and, 

accordingly, have been recognized as revenues of the current fiscal year.  Other revenues are 

recognized when received.  

 

The School reports the following major funds: 

 

The general fund is the general operating fund of the School. It is used to account for all 

financial resources, except those required to be accounted for in another fund. Included are 

all transactions related to the current operating budget. 

 

The debt service fund is used by the School to account for and report financial resources that 

are assigned to expenditure for principal and interest.  Resources of the debt service fund are 

provided by operating transfers in from the general fund.   
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Additionally, the School reports the following fund type: 

 

Agency funds account for resources held for student activities. 

 

Budgets and Budgetary Accounting 

 

Budgets are adopted for general and special revenue funds as required by state law and are 

adopted on a basis consistent with generally accepted accounting principles (GAAP).  The 

School also prepares budgets for debt service fund.  The School follows these procedures in 

establishing the budgetary data reflected in the financial statements: 

 

 After the budgets are finalized, the Board of Directors adopts an appropriations resolution 

setting forth the amount of the proposed expenditures and the sources of revenue to 

finance them. 

 

 The original general fund budget was amended during the year in compliance with State 

of Michigan Public Act 621 (the Uniform Budgetary and Accounting Act). 

 

 Budget for the general fund was adopted on the modified accrual basis of accounting, 

which is consistent with accounting principles generally accepted in the United States of 

America. 

 

Appropriations lapse at year-end and amounts may be reappropriated for expenditures to be 

incurred in the following fiscal year. 

 

Assets, Liabilities, and Fund Equity 

 

Cash & Cash Equivalents 

 

The School considers all highly liquid investments with an original maturity of three months or 

less to be cash and cash equivalents. 

 

The State of Michigan, as well as the School’s investment policy, allows a political subdivision 

to authorize its Treasurer or other chief fiscal officer to invest surplus funds belonging to and 

under the control of the entity as follows: 

 

 Bonds, bills, or notes of the United States; obligations, the building administrator and 

interest of which are fully guaranteed by the United States; or obligations of the State;  

 

 Certificates of deposit issued by financial institutions which means a state or nationally-

chartered bank or a state or federally-chartered savings and loan association, savings 

bank, or credit union whose deposits are insured by an agency of the United States 

government and which maintains a principal office or branch office in Michigan under 

Michigan and Federal laws;  
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 Certificates of deposit of a public corporation(s) (CDs) in insured depository institutions 

in accordance with the following conditions:  

 

o The funds are initially invested through a financial institution that is not ineligible 

to be a depository of surplus funds belonging to this State under (M.C.L.A. 

21.146 (discriminatory lending practices).  

 

o The financial institution arranges for the investment of the funds in certificates of 

deposit in one (1) or more insured depository institutions, as defined in 12 U.S.C. 

1813, or one or more insured credit unions, as defined in 12 U.S.C. 1752, for the 

account of the School. 

 

o The financial institution acts as custodian for the School is insured by an agency 

of the United States. 

 

o The financial institution acts as custodian for the School with respect to each 

certificate of deposit. 

 

o At the same time that the funds are deposited and the certificate or certificates of 

deposit are issued, the financial institution receives an amount of deposits from 

customers of other insured depository institutions equal to or greater than the 

amount of the funds initially invested by the School through the financial 

institution. 

 

 Commercial paper rated prime 1 or prime 2 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;  

 

 United States government or Federal agency obligation repurchase agreements;  

 

 Bankers' acceptances issued by a bank that is a member of the Federal deposit insurance 

corporation;  

 

 Mutual funds composed entirely of investment vehicles that are legal for direct 

investment by a School;  

 

 Investment pools, as authorized by the surplus funds investment pool act, Act. No. 367 of 

the Public Acts of 1982, being sections 129.11 to 129.118 of the Michigan Compiled 

Laws, composed entirely of instruments that are legal for direct investment by a School.  
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Receivables and Payables 

 

Activity between funds that are representative of lending/borrowing arrangements outstanding at 

the end of the fiscal year and all other outstanding balances between funds are referred to as “due 

to/from other funds” (i.e., the current portion of interfund loans).  

 

All receivables are shown net of an allowance for uncollectibles, as applicable. All amounts 

deemed to be uncollectible are charged against the allowance for doubtful accounts in the period 

that determination is made.  No amounts have been deemed uncollectable during the current 

year.  

 

Capital Assets 

 

Capital assets, which include land, land improvements, buildings, vehicles and furniture and 

equipment, are reported in the Government-wide financial statements. Assets having a useful life 

in excess of one year and whose costs exceed $5,000 are capitalized. Capital assets are stated at 

historical cost or estimated historical cost where actual cost information is not available. Donated 

capital assets are stated at estimated fair market value at the date of donation. 

 

The costs of normal maintenance and repairs that do not add to the value of an asset or materially 

extend an asset’s useful life are not capitalized. Improvements are capitalized and depreciated 

over the remaining useful life of the related assets. 

 

Land improvements, buildings and additions, furniture and equipment and vehicles are 

depreciated using the straight-line method over the following estimated useful lives: 

 

 
 

Long-term Obligations 

 

In the government-wide financial statements, long-term debt and other long-term obligations are 

reported as liabilities on the statement of net position. Bond premiums and discounts are deferred 

and amortized over the life of the bonds.  Bond issuance costs are recorded as a period expense. 

Bonds payable are reported at the total amount of bonds issued. 

 

In the fund financial statements, governmental fund types recognize bond premiums and 

discounts, as well as bond issuance costs, during the current period. The face amount of debt 

issued is reported as other financing sources. Premiums received on debt issuance are reported as 

other financing sources while discounts on debt issuance are reported as other financing uses. 

Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as 

expenditures. 

Description Life

Land Improvements 20 - 30 Years

Buildings & Improvements 15 - 50 Years

Equipment 7 - 20 Years
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Net Position Flow Assumption 

 

Sometimes the School will fund outlays for a particular purpose from both restricted (e.g., 

restricted bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to 

report as restricted – net position and unrestricted – net position in the government-wide and 

proprietary fund financial statements, a flow assumption must be made about the order in which 

the resources are considered to be applied. 

 

It is the School’s policy to consider restricted – net position to have been depleted before 

unrestricted – net position is applied. 

 

Fund Balance Flow Assumptions  

 

Sometimes the School will fund outlays for a particular purpose from both restricted and 

unrestricted resources (the total of committed, assigned, and unassigned fund balance). In order 

to calculate the amounts to report as restricted, committed, assigned, and unassigned fund 

balance in the governmental fund financial statements a flow assumption must be made about the 

order in which the resources are considered to be applied. It is the School’s policy to consider 

restricted fund balance to have been depleted before using any of the components of unrestricted 

fund balance. Further, when the components of unrestricted fund balance can be used for the 

same purpose, committed fund balance is depleted first, followed by assigned fund balance. 

Unassigned fund balance is applied last. 

 

Fund Balance Policies 

 

Fund balance of governmental funds is reported in various categories based on the nature of any 

limitations requiring the use of resources for specific purposes.  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 resources by 

grantors, contributors, or laws or regulations of other governments. The School itself can 

establish limitations on the use of resources through either a commitment (committed fund 

balance) or an assignment (assigned fund balance).  

 

The committed fund balance classification includes amounts that can be used only for the 

specific purposes determined by a formal action of the School’s highest level of decision-making 

authority. The Board of Directors is the highest level of decision-making authority for the 

government that can, by adoption of a resolution prior to the end of the fiscal year, commit fund 

balance. Once adopted, the limitation imposed by the resolution remains in place until a similar 

action is taken (the adoption of another resolution) to remove or revise the limitation. 

 

Amounts in the assigned fund balance classification are intended to be used by the School for 

specific purposes but do not meet the criteria to be classified as committed.  The Board of 

Directors can assign fund balance as it does when appropriating fund balance to cover a gap 

between estimated revenue and appropriations in the subsequent year’s appropriated budget. 
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Unlike commitments, assignments generally only exist temporarily. In other words, an additional 

action does not normally have to be taken for the removal of an assignment. Conversely, as 

discussed above, an additional action is essential to either remove or revise a commitment. 

 

Unassigned fund balance is the residual classification for the School’s general fund and includes 

all spendable amounts not contained in the other classifications and is therefore available to be 

spent as determined by the Board of Directors. 

 

Use of Estimates 

 

The preparation of financial statements requires estimates and assumptions that affect the 

amounts reported in the financial statements and accompanying notes. Actual results could differ 

from those estimates. 

 

Note 2 - Stewardship, Compliance and Accountability 

 

Michigan law provides that a local unit shall not incur expenditures in excess of the amount 

appropriated. 

 

The School’s actual expenditures and budgeted expenditures for the budgeted funds have been 

shown at the department level. The approved budgets of the School for these budgeted funds 

were also adopted at the department level. 

 

Excess of expenditures over appropriations in budgeted funds - The School had expenditures 

in excess of the amounts appropriated in the following functions: 

 

 
  

 

 

 

 

 

 

 

 

Function Amended Actual Variance

Elementary K-2  $        333,790  $        346,978  $       (13,188)

Elementary 3-5            229,226            243,463           (14,237)

Middle School            308,178            328,851           (20,673)

Special Education              71,746              74,444             (2,698)

Compensatory Education              39,421              43,683             (4,262)

Executive Administration            313,372            326,817           (13,445)

Capital Outlay                      -                14,600           (14,600)
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Note 3 - Cash and Cash Equivalents  

 

At year-end, the School’s deposits and investments were reported in the basic financial 

statements in the following categories. 

 

 
 

Custodial Credit Risk - Deposits 
 

Custodial credit risk is the risk that, in the event of a bank failure, the School’s deposits might 

not be returned. State law does not require and the School does not have a policy for deposit 

custodial credit risk. As of year-end, none of the School’s bank balance of $361,871 was exposed 

to custodial credit risk. Due to the dollar amounts of cash deposits and the limits of FDIC 

insurance, the School believes it is impractical to insure all bank deposits at all times. As a result, 

the School evaluates each financial institution with which it deposits School funds and assesses 

the level of risk of each institution; only those institutions with an acceptable estimated risk level 

are used as depositories. 

 

Note 4 - Interfund Receivables, Payables, and Transfers 

 

Interfund transfers are used to: 1) move revenues from the fund that is required to collect them to 

the fund that is required or allowed to expend them; 2) move receipts restricted to or allowed for 

debt service from the funds collecting the receipts to the debt service fund as debt service 

payments become due; and 3) use unrestricted revenues collected to finance various programs 

accounted for in other funds in accordance with budgetary authorizations. 

 

The School transferred $70,000 from the debt service fund to the general fund during the year. 

 

Note 5 - State of Michigan School Aid 

 

Saginaw Valley State University receives State school aid payments and transfers these monies, 

less a fee of 3% of per pupil funding, to the School within ten days of receipt.  State aid is based 

on enrollment and is paid in 11 installments, with the final two installments totaling 

approximately $293,523 which were received in July and August 2017.  Total state aid revenues 

during the year were approximately $1,610,259. 

 

 

 

 

 

Statement of Net Position

Cash & Cash Equivalents 314,654$       

Statement of Fiduciary Net Position

Cash & Cash Equivalents 46,440           

Total 361,094$       
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Note 6 - Capital Assets 
 

Capital asset activity for the year ended June 30, 2017 was as follows: 

 

 
  

Depreciation expense for the fiscal year ended June 30, 2017 amounted to $130,283.  The School 

determined that is was impractical to allocate depreciation expense to the various government 

activities as the capital assets serve multiple functions. 

 

Note 7 - Long-term Debt 

 

2011 Capital Lease Payable 

 

In May 2011, the School received a capital lease payable for $2,359,038 known as the 2011 

Capital Lease Payable.  Certain buildings and land are used as collateral under the capital lease 

agreement. The fixed rate is 3.91% and payable in monthly installments of $19,480.  

Additionally, there is a five-year limit on the loan which was refinanced last year.  

 

2016 Installment Purchase Agreement 

 

In May 2016, the School received an installment purchase agreement for $1,487,216 known as 

the 2016 Installment Purchase Agreement.  Certain buildings and land are used as collateral 

under the installment purchase agreement. The fixed rate is 3.99% and payable in monthly 

installments of $19,480.  A final balloon payment of $523,832 is scheduled for August 5, 2021.  

The 2016 Installment Purchase Agreement was used to effectively terminate the 2011 Capital 

Lease Payable.  

 

  

Balance at June 

30, 2016 Additions Disposals

Balance at June 

30, 2017

Land 312,571$          -$                   -$                   312,571$       

Total Capital Assets not Being Depreciated 312,571            -                     -                     312,571         

Buildings & Improvements 2,865,263         -                     -                     2,865,263      

Land Improvements 232,119            -                     -                     232,119         

Equipment 119,174            14,600           -                     133,774         

Total Capital Assets Being Depreciated 3,216,556         14,600           -                     3,231,156      

Less Accumulated Depreciation:

Buildings & Improvements 1,341,680         114,858         -                     1,456,538      

Land Improvements 99,246              8,155             -                     107,401         

Equipment 70,258              7,270             -                     77,528           

Total Accumulated Depreciation 1,511,184         130,283         -                     1,641,467      

Governmental Activities Capital Assets, Net 2,017,943$       (115,683)$      -$                   1,902,260$    

Capital Assets Being Depreciated

Capital Assets not Being Depreciated
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The following is a summary of the changes in long-term debt (including current portion) of the 

School for the year ended June 30, 2017: 

 
 

Annual debt service requirements for long-term debt outstanding as of June 30, 2017 follows: 

 

 
 

Note 8 - Employee's Retirement System - Defined Contribution Plan 

 

Plan Description 

 

The School participates in the Advance Staff Leasing, Inc. 401(K) Plan.  All salaried employees 

are eligible to participate.  Hourly employees must complete one year of service (with a 

minimum of 1,000 hours of service) to be eligible to participate.  The School must contribute 5% 

of employees’ wages to the plan and employees may contribute up to 15% of their annual wages.  

Employees are fully vested in employer contributions after two years.  Employer contributions 

for the year ended June 30, 2017 were approximately $43,471 and were included in the gross 

amount paid to Advance Staff Leasing, Inc. 

 

Note 9 - Risk Management 

 

The School is exposed to various risks of loss related to torts; theft of, damage to and destruction 

of assets; errors and omissions; and natural disasters for which the School carries commercial 

insurance. Liabilities are reported when it is probable that a loss has occurred and the amount of 

the loss in excess of insurance coverage can be reasonably estimated. There has been no loss in 

excess of insurance in the past three years. 

June 30, 2016 Additions Reductions June 30, 2017

Due Within 

One Year

2011 Capital Lease Payable 14,288$         -$              (14,288)$        -$              -$              

2016 Lease Purchase Agreement 1,487,216      -                (147,540)        1,339,676      183,636         

  Total Long-term Debt 1,501,504$    -$              (161,828)$      1,339,676$    183,636$       

Year Ending

June 30, Principal Interest Total

2018 183,636           50,119            233,755           

2019 191,098           42,656            233,754           

2020 198,864           34,891            233,755           

2021 206,946           26,809            233,755           

2022 559,132           3,660              562,792           

     Totals: 1,339,676$      158,135$         1,497,811$      
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Variance

Positive

(Negative)

Original Final Actual Final to Actual

Revenues

Local Sources $ 13,000 $ 13,000 $ 60 $ (12,940)

State Sources 1,616,310 1,613,597 1,610,259               (3,338)

Federal Sources 27,000 57,946 55,204               (2,742)

Other Transactions 9,000 9,406 12,331 2,925 

   Total Revenues 1,665,310 1,693,949 1,677,854 (16,095)

Other Financing Sources

Transfers In -- 70,000 70,000 --

   Total Revenues and Other 

      Financing Sources 1,665,310 1,763,949 1,747,854 (16,095)

Expenditures

Elementary K-2 337,410 333,790 346,978 (13,188)

Elementary 3-5 233,980 229,226 243,463 (14,237)

Middle School 288,510 308,178 328,851 (20,673)

Special Education 69,000 71,746 74,444 (2,698)

Compensatory Education 11,100 39,421 43,683 (4,262)

Media Services 14,000 15,456 15,753 (297)

Board of Education 7,800 22,921 23,191 (270)

Executive Administration 327,505 313,372 326,817 (13,445)

Operations & Maintenance 142,500 143,593 138,330 5,263 

Building Improvement Services 15,000 10,500 10,005 495 

Debt Service Expenditures 233,000 214,275 214,275 --

Capital Outlay -- -- 14,600 (14,600)

   Total Expenditures 1,679,805 1,702,478 1,780,390 (77,912)

Other Financing Uses

   Total Expenditures and Other

      Financing Uses 1,679,805 1,702,478 1,780,390 (77,912)

Excess (Deficiency) of Revenues and 

   Other Sources Over Expenditures

   and Other Uses (14,495) 61,471 (32,536) (94,007)

   Net Change in Fund Balance (14,495) 61,471 (32,536) (94,007)

Fund Balance at Beginning of Period 508,600 508,600 508,600 --

Fund Balance at End of Period $ 494,105 $ 570,071 $ 476,064 $ (94,007)

Woodland School
Schedule of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual

General Fund
For the Year Ended June 30, 2017

Budgeted Amounts
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Additions Deductions June 30, 2017

ASSETS

Cash & Cash Equivalents $               44,715 63,204$                61,479$                46,440$                

   Total Assets               44,715 63,204                  61,479                  46,440                  

LIABILITIES

Due to Student Groups               44,715 63,204                  61,479                  46,440                  

Total Liabilities $               44,715 63,204$                61,479$                46,440$                

Woodland School

Statement of Changes in Assets & Liabilities

Fiduciary Funds

June 30, 2017

July 1, 2016
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements Performed in 

Accordance With Government Auditing Standards 

 

To the Board of Directors 

Woodland School 

Traverse City, 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, each major fund, and the aggregate remaining fund 

information of Woodland School, Traverse City (the “School”), as of and for the year ended June 

30, 2017, and the related notes to the financial statements, which collectively comprise the 

School’s basic financial statements, and have issued our report thereon dated October 13, 2017. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the School’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 the School’s 

internal control. Accordingly, we do not express an opinion on the effectiveness of the School’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 the School’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. 

 
Gabridge & Company, PLC 

Grand Rapids, MI 

October 13, 2017 
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October 13, 2017 

 

 

To the Board of Directors 

Woodland School 

Traverse City, Michigan 

 

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

aggregate remaining fund information of Woodland School (the “School”) for the year ended 

June 30, 2017. Professional standards require that we provide you with information about our 

responsibilities under generally accepted auditing standards and Government Auditing Standards, 

as well as certain information related to the planned scope and timing of our audit. We have 

communicated such information in our letter to you dated August 1, 2017. Professional standards 

also require that we communicate to you the following information related to our audit. 

 

Significant Audit Findings 

 

Qualitative Aspects of Accounting Practices 

 

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

significant accounting policies used by the School are described in Note 1 to the financial 

statements. No new accounting policies were adopted and the application of existing policies was 

not changed during the year. We noted no transactions entered into by the School during the year 

for which there is a lack of authoritative guidance or consensus. All significant transactions have 

been recognized in the financial statements in the proper period. 

 

Accounting estimates are an integral part of the financial statements prepared by management 

and are based on management’s knowledge and experience about past and current events and 

assumptions about future events. Certain accounting estimates are particularly sensitive because 

of their significance to the financial statements and because of the possibility that future events 

affecting them may differ significantly from those expected. The most sensitive estimates 

affecting the School’s financial statements were: 

 

 Management’s estimate of the useful lives of depreciable capital assets is based on 

the length of time it is believed that those assets will provide some economic 

benefit in the future. 

 

The financial statement disclosures are neutral, consistent, and clear. 
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Difficulties Encountered in Performing the Audit 

 

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

completing our audit. 

 

Corrected and Uncorrected Misstatements 

 

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

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

appropriate level of management. Management has corrected all such misstatements. The 

following material misstatements detected as a result of audit procedures were corrected by 

management: 

 

 General fund prepaid expense was decreased by $44,928 to reflect payroll expenditures 

that were erroneously recorded as a prepaid expense.  

 

Disagreements with Management 

 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, 

or auditing matter, whether or not resolved to our satisfaction, that could be significant to the 

financial statements or the auditor’s report. We are pleased to report that no such disagreements 

arose during the course of our audit. 

 

Management Representations 

 

We have requested certain representations from management that are included in the 

management representation letter dated October 13, 2017. 

 

Management Consultations with Other Independent Accountants 

 

In some cases, management may decide to consult with other accountants about auditing and 

accounting matters, similar to obtaining a “second opinion” on certain situations. If a 

consultation involves application of an accounting principle to the School’s financial statements 

or a determination of the type of auditor’s opinion that may be expressed on those statements, 

our professional standards require the consulting accountant to check with us to determine that 

the consultant has all the relevant facts. To our knowledge, there were no such consultations with 

other accountants. 

 

Other Audit Findings or Issues 

 

We generally discuss a variety of matters, including the application of accounting principles and 

auditing standards, with management each year prior to retention as the School’s auditors. 

However, these discussions occurred in the normal course of our professional relationship and 

our responses were not a condition to our retention. 
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Other Matters 

 

We applied certain limited procedures to management’s discussion and analysis and the 

budgetary comparison schedule, which are required supplementary information (RSI) that 

supplements the basic financial statements. Our procedures consisted of inquiries of management 

regarding 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 did not audit 

the RSI and do not express an opinion or provide any assurance on the RSI. 

 

We were engaged to report on the fiduciary statement of changes in assets and liabilities, which 

accompany the financial statements but is not RSI. With respect to this supplementary 

information, we made certain inquiries of management and evaluated the form, content, and 

methods of preparing the information to determine that the information complies with accounting 

principles generally accepted in the United States of America, the method of preparing it has not 

changed from the prior period, and the information is appropriate and complete in relation to our 

audit of the financial statements. We compared and reconciled the supplementary information to 

the underlying accounting records used to prepare the financial statements or to the financial 

statements themselves. 

 

Restriction on Use 

 

This information is intended solely for the use of the Board of Directors and management of the 

School and is not intended to be, and should not be, used by anyone other than these specified 

parties. 

 

Very truly yours, 

 
Gabridge & Company, PLC 

Grand Rapids, MI 

October 13, 2017 
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Schedule of Findings and Responses 
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Material Weakness 

 

2017-1 – Material Weakness 

 

Criteria:  Michigan Department of Education Bulletin 1022 Michigan Public School 

Accounting Manual states that financial statements and records should be 

free of errors that could change the user’s overall assessment of the 

entity’s finance. 

 

Condition/Finding:  A material adjustment was required, as a result of audit procedures, to 

record $44,928 of payroll expenditures. 

 

Cause and Effect:  Accounting personnel failed to identify the payroll expenditures through 

their normal year end closing procedures. The error initially resulted in a 

prepaid expense and expenditures being understated by $44,928. An 

adjustment was made to ensure that the financial statements presented 

herein were accurate. 

 

Recommendation:  We recommend that the School District budget more accordingly for large 

payroll structure changes during the year.  

 

View of Responsible 

Officials: Management agrees with the finding and will provide increased oversight 

and review of operations to help deter inappropriate classifications of 

prepaid expenditures. 
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