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INDEPENDENT AUDITORS' REPORT
October 31, 2016
Board of Directors
Grand Rapids Child Discovery Center
Grand Rapids, Michigan
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and the general
fund of the Grand Rapids Child Discovery Center (the "School"), as of and for the year ended June 30,
2016, and the related notes to the financial statements, which collectively comprise the School’s basic
financial statements as listed in the table of contents.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Independent Auditors' Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of the Grand Rapids
Child Discovery Center as of June 30, 2016, and the respective changes in financial position thereof and
the budgetary comparison for the general fund for the year then ended in conformity 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 schedules for the pension plan 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 Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 31,
2016 on our consideration of the Grand Rapids Child Discovery Center'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 the 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.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
This section of the annual financial report presents our discussion and analysis of the Grand Rapids Child
Discovery Center’s (the “School's”) financial performance during the year ended June 30, 2016. Please read
it in conjunction with the School’s financial statements, which immediately follow this section.
Financial Highlights
· The School’s total net position increased by $90,058.
· As of the close of the current fiscal year, the School’s general fund reported ending fund balance of
$373,388, an increase of $211,090 in comparison with the prior year.
· At the end of the current fiscal year, unassigned fund balance of the general fund was $210,651 or 9.1%
percent of total general fund expenditures.
Using this Annual Report
This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the School financially as a whole. The governmentwide financial statements provide information about the activities of the whole School, presenting both an
aggregate view of the School’s finances and a longer-term view of those finances. The fund financial
statements provide the next level of detail. For governmental activities, these statements tell how services
were financed in the short-term as well as what remains for future spending. Unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating the School’s near-term financing requirements.
Management's Discussion and Analysis (MD&A) (Required Supplementary Information)
Basic Financial Statements:
· Government-wide Financial Statements
· Fund Financial Statements
· Notes to the Basic Financial Statements
Required Supplementary Information - Pension Schedules
Reporting the School as a Whole - Government-wide Financial Statements
One of the most important questions asked about the School is, “As a whole, what is the School’s financial
condition as a result of the year’s activities?” The statement of net position and the statement of activities,
which appear first in the School’s financial statements, report information on the School as a whole and its
activities in a way that helps you answer this question. We prepare these statements to include all assets
and liabilities, using the accrual basis of accounting, which is similar to the accounting used by most
private‑sector companies. All of the current year’s revenues and expenses are taken into account regardless
of when cash is received or paid.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
These two statements report the School’s net position - the difference between assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, as reported in the statement of net position - as a
way to measure the School’s financial health or financial position. Over time, increases or decreases in the
School’s net position - as reported in the statement of activities - are indicators of whether its financial
health is improving or deteriorating. The relationship between revenues and expenses is the School’s
operating results. However, the School’s goal is to provide quality services to our students, not to generate
profits as commercial entities do. One must consider many other nonfinancial factors, such as the quality of
the education provided and the safety of the schools, to assess the overall health of the School.
The statement of net position and the statement of activities report the governmental activities for the
School, which encompass all of the School’s services, including instruction, supporting services, and
community services. Unrestricted school aid (foundation allowance revenue) and state and federal grants
finance most of these activities.
Reporting the School's Fund - Governmental Fund Financial Statements
All of the School's services are reported in the general fund, which is a governmental fund. Governmental
fund reporting focuses on showing how money flows into and out of funds and the balances left at year-end
that are available for spending. They are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the operations of the School 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 School's programs. We describe the
relationship (or differences) between governmental activities (reported in the statement of net position and
the statement of activities) and governmental funds in a reconciliation included in the basic financial
statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
The School as a Whole
Recall that the statement of net position provides the perspective of the School as a whole. The table below
provides a summary of the School’s net position as of June 30, 2016 and 2015.
Net Position
2016
Assets
Current and other assets
Capital assets, net
Total assets

$

Deferred outflows of resources
Liabilities
Current and other liabilities
Long-term liabilities
Net pension liability
Total liabilities
Deferred inflows of resources
Net position
Net investment in capital assets
Restricted
Unrestricted (deficit)
Total net position

618,531
739,921
1,358,452

2015
$

453,546
780,350
1,233,896

661,802

391,380

268,272
489,948
3,150,853
3,909,073

316,990
526,356
2,496,482
3,339,828

11,662

275,987

249,973
77,172
(2,227,626)
$ (1,900,481)

253,994
7,587
(2,252,120)
$ (1,990,539)

The above analysis focuses on the net position. The change in net position of the School’s governmental
activities is discussed below.
The School’s total net position was a deficit of $1,900,481 at June 30, 2016. Capital assets totaling $739,921
at June 30, 2016, less the long‑term debt used to finance the acquisition of those assets ("net investment in
capital assets") was $249,973. The remaining amounts in net position at June 30, 2016 consists of a deficit of
$2,227,626 that is unrestricted and $77,172 that is restricted for capital improvements.
The deficit of $2,227,626 in unrestricted net position of governmental activities at June 30, 2016 represents
the accumulated results of past years’ operations. The deficit balance is primarily the result of the
requirement to report the School's proportionate share of the net pension liability on the statement of net
position. The operating results of the general fund will have a significant impact on the change in
unrestricted net position from year to year.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
Change in Net Position
2016
Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Grants and contributions not
restricted to specific programs
Private donations
Unrestricted investment earnings
Total revenues

$

Expenses
Instruction
Supporting services
Community services
Unallocated depreciation
Interest on long-term debt
Total expenses
Change in net position
Net position, beginning of year
Restatement for GASB 68
Net position (deficit), end of year

114,946
510,218
73,625

2015

$

97,509
475,781
-

1,813,382
17,142
5
2,529,318

1,639,469
24,821
5
2,237,585

1,545,302
704,784
110,991
48,087
30,096
2,439,260

1,335,999
667,173
70,829
47,975
31,231
2,153,207

90,058

84,378

(1,990,539)
-

381,744
(2,456,661)

$ (1,900,481)

$ (1,990,539)

As reported in the statement of activities, the cost of the School's governmental activities in 2016 was
$2,439,260. Certain activities were partially funded or by other governments and organizations that
subsidized certain programs with operating grants $510,218. The School paid for the remaining public benefit
portion of our governmental activities with $1,813,382 in unrestricted grants and contributions.
As discussed above, the net cost shows the financial burden that was placed on the School by each of these
functions. Since unrestricted school aid constitutes the vast majority of School operating revenue sources,
the Board of Directors and administration must annually evaluate the needs of the School and balance those
needs with state-prescribed available unrestricted resources.
The $90,058 increase in net position resulted mainly from the decrease of $119,624 in net pension liability
from June 30, 2015 to June 30, 2016 (including deferred outflows/inflows), reflected as a reduction of
expenses on the Statement of Activities. School operating revenues exceeded operating expenses by
approximately $136,000, due to close budget oversight and expense monitoring during the fiscal year.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
The School’s General Fund
As noted earlier, reviewing the general fund helps the reader consider whether the School is being
accountable for the resources the State and others provide to it and may provide more insight into the
School’s overall financial health.
At June 30, 2016, the general fund reported a total fund balance of $323,388, an increase of $211,090 from
2014-15 as compared to the final budgeted change in fund balance amount of $222,391.
General Fund Budgetary Highlights
Over the course of the year, the School 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. A statement showing the School’s original and amended budgets compared with
amounts actually paid and received is provided as part of the basic financial statements.
The original FY16 budget was approved by the Board on June 26, 2015. The budget was amended twice during
the fiscal school year. The final budget was prepared and approved on June 29, 2016. The major adjustments
to the budget approved on June 29, 2016 were:
Income Adjustments
· Increase in local sources for outdoor learning environment campaign by approximately $114,500
· Increase in State aid by approximately $142,500
Expenditure Adjustments
· Increase in instructional expenditures by approximately $15,000
· Increase in expenditures between Title 1, 31A, and Special Ed by approximately $14,000
· Increase in expenditures for audit fees, legal fees, and GRPS agency fee by approximately $70,000
· Increase for expenditures under office of the principal - re-classifying of expenditures - $44,045
· Increase in expenditures under office of the principal by approximately $43,900
· Decrease in capital outlay for building improvements by approximately $47,200
Capital Assets and Debt Administration
Capital Assets
As of June 30, 2016, the School had approximately $740,000 invested in a broad range of capital assets,
including buildings, building improvements and furnishings and equipment, net of accumulated depreciation.
Capital Assets
(Net of Depreciation)
2016
Land
Buildings and improvements
Furniture and equipment
Total capital assets, net

$

$

100,000
582,760
57,161
739,921

2015
$

$

100,000
605,670
74,680
780,350

Additional information on the School's capital assets can be found in Note 5 to the financial statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Management's Discussion and Analysis
Long-term Debt
During 2016, the School paid $17,463 of principal on its outstanding commercial mortgage, and made
principal payments in the amount of $18,945 on all outstanding capital leases.
Long-term Debt
2016

2015

Commercial mortgage
Capital leases

$

459,867
30,081

$

477,330
49,026

Total installment debt

$

489,948

$

526,356

Additional information on the School’s debt can be found in Note 7 to the financial statements.
Economic Factors and Next Year’s Budgets and Rates
Our Board of Directors and administration consider many factors when setting the School’s subsequent fiscal
year budget. The two most important factors affecting the budget are our student count and the State
foundation amount per pupil. State aid revenue is determined by multiplying the blended student count by
the foundation allowance per pupil. The blended count for the 2016-17 fiscal year is 10 percent of the
February 2016 student count and 90 percent of the September 2016 student count. The State has established
our 2016-17 foundation allowance at $7,511 per pupil (an increase of $120 from the previous year), which is
expected to generate $1,945,349 in total State aid, including categorical grants. Once the funding is
validated, State law requires the School to amend its general fund budget if actual resources are not
sufficient to fund original appropriations.
Contacting the School's Financial Management
This financial report is designed to provide a general overview of the School's finances for all those with an
interest in the School. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Grand Rapids Child Discovery Center, 409 Lafayette
Ave. SE, Grand Rapids, Michigan 49503.
Additionally, the School’s budget for fiscal year 2017 is presented on its website, which is located at
www.childdiscoverycenter.org.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Statement of Net Position
June 30, 2016
Governmental
Activities
Assets
Cash and cash equivalents
Receivables
Prepaids
Capital assets:
Not being depreciated
Being depreciated, net

$

127,241
455,725
35,565
100,000
639,921
1,358,452

Total assets
Deferred outflows of resources
Deferred pension amounts

661,802

Liabilities
Accounts payable
Accrued expenses
Unearned revenue
Long-term debt:
Due within one year
Due in more than one year
Net pension liability

478,812
11,136
3,150,853

Total liabilities

3,909,073

24,763
193,509
50,000

Deferred inflows of resources
Deferred pension amounts

11,662

Net position
Net investment in capital assets
Restricted for capital improvements
Unrestricted (deficit)

249,973
77,172
(2,227,626)
$

Total net position

The accompanying notes are in integral part of these financial statements.
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(1,900,481)

GRAND RAPIDS CHILD DISCOVERY CENTER
Statement of Activities

For the Year Ended June 30, 2016
Program Revenues

Functions / Programs
Governmental activities
Instruction
Supporting services
Community services
Unallocated depreciation
Interest on long-term debt
Total governmental activities

Expenses

Charges
for Services

Operating
Grants and
Contributions

Capital
Grants and
Contributions

Net (Expense)
Revenue

$

$

1,545,302
704,784
110,991
48,087
30,096

$

114,946
-

$

487,060
23,158
-

$

71,225
2,400
-

$

2,439,260

$

114,946

$

510,218

$

73,625

(987,017)
(679,226)
3,955
(48,087)
(30,096)
(1,740,471)

General revenues
Grants and contributions not
restricted to specific programs:
Unrestricted school aid
Private donations
Unrestricted investment earnings

1,813,382
17,142
5

Total general revenues

1,830,529
90,058

Change in net position
Net position, beginning of year

(1,990,539)
$ (1,900,481)

Net position, end of year

The accompanying notes are in integral part of these financial statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Balance Sheet
General Fund
June 30, 2016
Assets
Cash and cash equivalents
Receivables
Prepaids
Total assets
Liabilities
Accounts payable
Accrued expenditures
Unearned revenue

$

127,241
455,725
35,565

$

618,531

$

24,763
193,509
50,000
268,272

Total liabilities
Deferred inflows of resources
Unavailable revenue - long-term receivable

26,871

Fund balance
Nonspendable
Restricted for capital improvements
Unassigned

35,565
77,172
210,651

Total fund balance

323,388

Total liabilities, deferred inflows
of resources and fund balance

$

The accompanying notes are in integral part of these financial statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Reconciliation
Fund Balance for the General Fund to Net Position of
Governmental Activities
June 30, 2016
$

Fund balance - general fund

323,388

Amounts reported for governmental activities in the statement of
net position are difference because:
Capital assets used in governmental activities are not financial resources and therefore
are not reported in the fund statements.
Capital assets not being depreciated
Capital assets being depreciated, net

100,000
639,921

The focus of governmental funds is on short-term financing. Accordingly, some assets
will not be available to pay for current-period expenditures. Those assets (such as
certain receivables) are offset by deferred inflows of resources in the governmental
funds, and thus are not included in fund balance.
Deferred inflows for long-term receivable

26,871

Certain liabilities, such as bonds payable, are not due and payable in the current period
and, therefore, are not reported in the funds.
Long-term debt

(489,948)

Certain pension-related amounts, such as the net pension liability and deferred amounts
are not due and payable in the current period or do not represent current financial
resources and therefore are not reported in the funds.
Net pension liability
Deferred outflows related to the net pension liability
Deferred inflows related to the net pension liability

(3,150,853)
661,802
(11,662)
$

Net position of governmental activities

The accompanying notes are in integral part of these financial statements.
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(1,900,481)

GRAND RAPIDS CHILD DISCOVERY CENTER
Statement of Revenues, Expenditures and Change in Fund Balance
General Fund
For the Year Ended June 30, 2016
Revenues
Local sources
State sources
Federal sources
Interdistrict sources

$

212,754
2,087,052
99,975
124,524
2,524,305

Total revenues
Expenditures
Current:
Instructional services
Supporting services
Community services
Debt service:
Principal
Interest and fiscal charges
Capital outlay

1,453,107
669,572
106,338
36,408
30,096
17,694
2,313,215

Total expenditures
Net change in fund balance

211,090

Fund balance, beginning of year

112,298
$

Fund balance, end of year

The accompanying notes are in integral part of these financial statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Reconciliation
Net Change in Fund Balance of the General Fund to Change in
Net Position of Governmental Activities
For the Year Ended June 30, 2016
$

Net change in fund balance - general fund

211,090

Amounts reported for governmental activities in the statement of
activities are different because:
Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of those assets is allocated over estimated useful lives and
reported as depreciation expense.
Capital assets purchased/constructed
Donated capital asset
Depreciation expense

5,258
2,400
(48,087)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds.
Net change in deferred long-term receivables

2,613

Loan proceeds provide current financial resources to governmental funds in the period
issued, but issuing bonds increases long-term liabilities in the statement of net position.
Repayment of bond principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net position.
Principal payments on long-term debt

36,408

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.
Change in the net pension liability and related deferred amounts

(119,624)
$

Change in net position of governmental activities

The accompanying notes are in integral part of these financial statements.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Statement of Revenues, Expenditures and Change in Fund Balance

Budget and Actual - General Fund
For the Year Ended June 30, 2016

Original
Budget
Revenues
Local sources
State sources
Federal sources
Interdistrict sources

$

Total revenues
Expenditures
Current:
Instructional services:
Basic programs
Added needs
Supporting services:
Pupil support
Instructional staff
General administration
School administration
Fiscal services
Operations and maintenance
Community services
Debt service:
Principal
Interest and fiscal charges
Capital outlay
Total expenditures
Revenues over (under) expenditures

135,256
1,944,460
91,401
121,057

Final
Budget
$

Actual Over
(Under) Final
Budget

Actual

249,834
2,086,960
98,435
118,862

$

212,754
2,087,052
99,975
124,524

2,554,091

2,524,305

(29,786)

1,130,859
321,904

1,145,956
334,678

1,116,641
336,466

(29,315)
1,788

30,666
7,886
102,186
310,086
55,236
119,077
87,139

29,037
9,101
109,176
354,016
56,009
115,151
93,907

29,037
9,102
110,052
351,201
56,095
114,085
106,338

1
876
(2,815)
86
(1,066)
12,431

35,768
30,699
64,955

36,408
30,567
17,694

36,408
30,096
17,694

(471)
-

2,296,461

2,331,700

2,313,215

(18,485)

222,391

211,090

(11,301)

Other financing sources
Issuance of long-term debt

4,455

-

-

Net change in fund balance

168

222,391

211,090

112,298

112,298

112,298

Fund balance, end of year

$

(37,080)
92
1,540
5,662

2,292,174

(4,287)

Fund balance, beginning of year

$

112,466

$

334,689

The accompanying notes are in integral part of these financial statements.
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$

323,388

(11,301)
$

(11,301)

NOTES TO FINANCIAL STATEMENTS
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GRAND RAPIDS CHILD DISCOVERY CENTER
Notes to Financial Statements
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A summary of the significant accounting policies of Grand Rapids Child Discovery Center (the "School")
consistently applied in the preparation of the accompanying financial statements, is as follows:
The Reporting Entity
The School was formed as a public school academy pursuant to Part 6A of the Michigan Revised School Code
of 1976, Act No. 451 of the Public Acts of 1976, as amended, Sections 380.501 to 380.507 of the Michigan
Compiled Laws. The School filed articles of incorporation as a nonprofit corporation pursuant to the
provisions of the Michigan Nonprofit Corporation Act of 1982, as amended, on December 1, 1999.
The School then entered into a contract starting January 1, 2000 with the Grand Rapids Public Schools
Board of Education to charter the School. This contract has since been extended through June 30, 2017.
The contract requires the School to act exclusively as a governmental agency and not undertake any action
inconsistent with its status as an entity authorized to receive State school aid funds pursuant to the State
constitution. The Board of Education is the fiscal agent for the School and is responsible for overseeing the
School’s compliance with the contract and all applicable laws. The School pays the Board of Education 3%
of State aid as administrative fees. The total administrative fees for the year ended June 30, 2016, were
$54,396.
The accompanying basic financial statements have been prepared in accordance with criteria established
by the Governmental Accounting Standards Board for determining the various governmental organizations
to be included in the reporting entity. These criteria include significant operational or financial
relationships with the School. Based on application of the criteria, the School does not contain any
component units.
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 nonfiduciary activities of the primary government.
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, 2016.
The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Unrestricted School Aid and other items not properly
included among program revenues are reported instead as general revenues.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Notes to Financial Statements
Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants, categorical aid 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 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
School considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period or within one year for expenditure-driven grants. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures are recorded only
when payment is due.
Unrestricted State aid, intergovernmental grants, and interest associated with the current fiscal period are
all considered to be susceptible to actual and so have been recognized as revenue of the current fiscal
period. All other revenue items are considered to be available only when cash is received by the School.
The School reports the following major governmental fund:
The general fund is the School’s primary operating fund. It accounts for all financial resources of the
School.
When both restricted and unrestricted resources are available for use, it is the School's policy to use
restricted resources first, then unrestricted resources as they are needed.
Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, demand deposits, and short-term investments with a
maturity of three months or less when acquired.
Receivables and Revenues
Accounts receivable consist primarily of State school aid of which payments will be received in July and
August that are intended to finance the previous fiscal year. Trade receivables are shown net of an
allowance for uncollectible amounts. The School considers all accounts receivable to be fully collectible;
accordingly, no allowance for uncollectible amounts is recorded.
Capital Assets
Capital assets, which include land, buildings, furniture and equipment, are reported in the governmental
activities column in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.
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The costs of normal repair and maintenance that do not add to the value or materially extend asset lives
are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed. Capital
assets of the School are depreciated using the straight line method over the following estimated useful
lives:

Assets

Years

Buildings and improvements
Furniture and other equipment

30-40
5-10

Deferred Outflows of Resources
In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and will not be recognized as an
outflow of resources (expense/expenditure) until then. The School reports deferred outflows of resources
related to the net pension liability. A portion of these costs represent contributions to the plan subsequent
to the plan measurement date. More detailed information can be found in Note 11.
Salaries Payable and Accrued Employee Benefits
A liability is recorded at June 30 for those amounts owed to teachers and other employees of the School
who do not work during the summer when school is not in session but have elected to have their salaries
paid over an entire year. This has the effect of properly charging their salaries to expenditures in the
fiscal year in which their services are received, even though they are not paid until July and August of the
following fiscal year.
The liability for accrued retirement and the employer share of FICA related to the salaries payable has
been recorded as has the liability for employee health insurances for the months of July and August. The
School pays these insurances for this period as a part of the compensation for services rendered in the
preceding school year.
Deferred Inflows of Resources
In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The governmental funds report unavailable revenues,
which arise only under a modified accrual basis of accounting, for a long-term receivable for the special
education settlement with the Intermediate School District. These amounts are deferred and recognized as
an inflow of resources in the period that the amounts become available. The School's deferred inflows of
resources also relate to pension costs. More detailed information can be found in Note 11.
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Long-term Obligations
In the government-wide financial statements, long-term obligations are reported as liabilities in the
governmental activities statement of net position. In the fund financial statements, the face amount of
debt issued is reported as other financing sources.
Fund Equity
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. Committed fund balance is reported
for amounts that can only be used for specific purposes pursuant to constraints imposed by formal action of
the government’s highest level of decision-making authority, the Board of Directors. A formal resolution of
the Board of Directors is required to establish, modify, or rescind a fund balance commitment. The
authority to assign fund balance has not been delegated by the Board of Directors. Unassigned fund balance
is the residual classification for the general fund.
When the School incurs an expenditure for purposes for which various fund balance classifications can be
used, it is the School's policy to use restricted fund balance first, then committed fund balance, assigned
fund balance, and finally unassigned fund balance.
Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Plan and additions to/deductions from the plan fiduciary net position have been determined on the same
basis as they are reported by the plan. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.
State of Michigan School Aid
For the fiscal year ended June 30, 2016, the State of Michigan adopted a foundation grant approach which
provides for a specific annual amount of revenue per student based on a state-wide formula. The
foundation is funded from state and local sources. Revenues from state sources are primarily governed by
the School Aid Act and the School Code of Michigan. The Michigan Department of Education administers the
allocation of state funds to school districts based on information supplied by the districts. For the year
ended June 30, 2016, the foundation allowance was based on the average pupil membership counts taken
in October of 2015 and February of 2015.
The State portion of the foundation allowance is provided primarily by a State education property tax
millage of 6 mills and an allocated portion of state sales and other taxes. The School has no local portion of
the foundation allowance. The State revenues are recognized during the foundation period (currently the
State's fiscal year) and is funded through payments from October – August each fiscal year.
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The School also receives revenues from the State to administer certain categorical education programs.
State rules require that revenues earmarked for these programs be used for its specific purpose. Certain
categorical funds require an accounting to the State of the expenditures incurred. For categorical funds
meeting this requirement, funds received, which are not expended by the close of the fiscal year, are
recorded as unearned revenue. Other categorical funding is recognized when the appropriation is received.
The School reports State of Michigan school aid in the fiscal year in which the School is entitled to the
revenue as provided by State of Michigan school aid appropriation acts. State funding represented
approximately 81% of the School’s general fund revenue during the 2016 fiscal year.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information
Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America and state law for the general fund. All annual appropriations lapse at fiscal year
end.
The budget document presents information by fund, function and object. The legal level of budgetary
control adopted by the governing body (i.e., the level at which expenditures may not legally exceed
appropriations) is the function level. State law requires the School to have its budget in place by July 1.
Expenditures in excess of amounts budgeted are a violation of Michigan law. State law permits academies
to amend their budgets during the year. Both the original and final amended budgets are presented in the
accompanying financial statements.
During June 30, 2016, the School incurred expenditures in excess of the amount appropriated as follows:
Final
Budget
General fund:
Instructional services:
Added needs
Supporting services:
Instructional staff
General administration
Fiscal services
Community services

$

334,678
9,101
109,176
56,009
93,907
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Actual

$

336,466
9,102
110,052
56,095
106,338

Variance

$

1,788
1
876
86
12,431
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3. CASH AND CASH EQUIVALENTS
Statutory Authority
Michigan law authorizes the School to deposit and invest in:
a. Bonds, bills or notes of the United States; obligations, the principal and interest of which are fully
guaranteed by the United States; or obligations of the State. In a primary or fourth class school
Center, the bonds, bills or notes shall be payable at the option of the holder upon not more than 90
days notice or, if not so payable, shall have maturity dates not more than 5 years after the purchase
dates.
b. Certificates of deposit insured by a State or national bank, savings accounts of a state or federal
savings and loan association, or certificates of deposit or share certificates of a state or federal credit
union organized and authorized to operate in this State.
c. Commercial paper rated prime at the time of purchase and maturing not more than 270 days after the
date of purchase.
d. Securities issued or guaranteed by agencies or instrumentalities of the United States government or
federal agency obligation repurchase agreements, and bankers' acceptance issued by a bank that is a
member of the federal deposit insurance corporation.
e. Mutual funds composed entirely of investment vehicles that are legal for direct investment by a school
district.
f. Investment pools, as authorized by the surplus funds investment pool act, composed entirely of
instruments that are legal for direct investment by a school district.
All cash and cash equivalents consist of deposits in checking and savings accounts at year end. The School
has designated a single bank for deposit of its funds. All accounts are in the name of the School. At June
30, 2016, the School had no investments.
Custodial Credit Risk of Bank Deposits. Custodial credit risk is the risk that in the event of a bank failure,
the School’s deposits may not be returned. The School’s investment policy requires that financial
institutions be evaluated and only those with an acceptable risk level are used for the School’s deposits for
custodial credit risk. At June 30, 2016, the School had a balance of $191,110 in bank deposits (checking and
savings accounts), none of which was exposed to custodial credit risk.
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4. RECEIVABLES
Receivables in the government-wide financial statements at June 30, 2016 are as follows:
Governmental
Activities
State aid
Federal grants
Interdistrict
Miscellaneous local

$

370,834
1,539
40,533
42,819

Total

$

455,725

Of the amount reported as interdistrict receivable, $26,871 is an estimate of the final Act 18 payment
expected in October 2016. Since the amount is not available to pay for current-period expenditures, it has
been offset by deferred inflows of resources in the general fund.
5. CAPITAL ASSETS
A summary of changes in capital assets for the year ended June 30, 2016 was as follows:
Beginning
Balance
Governmental activities
Capital assets, not being depreciated:
Land
$
100,000
Capital assets being depreciated:
Buildings and
improvements
Furniture and
equipment

Additions

$

Disposals

-

$

Ending
Balance

Transfers

-

$

-

$

100,000

687,281

-

-

-

687,281

219,647
906,928

7,658
7,658

-

-

227,305
914,586

Less accumulated depreciation for:
Buildings and
improvements
(81,611)
Furniture and
equipment
(144,967)
(226,578)

(22,910)

-

-

(104,521)

(25,177)
(48,087)

-

-

(170,144)
(274,665)

Total capital assets
being depreciated, net

(40,429)

-

-

639,921

(40,429) $

-

Governmental activities
capital assets, net

680,350

$

780,350

$
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-

$

739,921
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Of the amounts reported for capital assets above, $75,835 relates to equipment obtained through capital
lease agreements. The net book value of such assets at year-end was $38,363.
Depreciation expense is reported as unallocated on the statement of activities as the School considers its
assets to impact multiple activities and allocation is not practical.
6. LINE OF CREDIT
The School has a bank line of credit that allows borrowings up to $200,000. The outstanding borrowing
under this line of credit at June 30, 2016 was $0. The line of credit expires on January 27, 2017. The
effective interest rate at June 30, 2016 was 4.00 percent. The line of credit is secured by all inventory,
chattel paper, accounts, equipment, general intangibles and consumer goods and all records related
thereto.
Beginning
Balance
$

$200,000 line of credit

Additions

51,051

$

580,000 $

Ending
Balance

Deletions
(631,051)

$

-

7. LONG-TERM DEBT
The School issues notes and other contractual commitments to provide for the acquisition and construction
of major capital facilities and the acquisition of certain equipment. A summary of the long-term debt
activity for the year ended June 30, 2016 was as follows:
Beginning
Balance
Commercial mortgage due
in monthly installments
of $3,750, including
interest at 5.8% through
2017, ending with a
balloon payment
$
Capital lease for computers
due in monthly installments
of $884 to $994, including
interest at 6.25%, through
2018
Capital lease for copier due
in monthly installments
of $649, including interest
at 5.1%, through 2019
Capital lease for telephones
due in monthly installments
of $124 through 2017
Total long-term debt

$

477,330

Additions

$

Deletions

-

$

(17,463) $

Ending
Balance

459,867

Due Within
One Year

$

459,867

22,946

-

(10,596)

12,350

10,596

22,862

-

(6,864)

15,998

6,864

3,218

-

(1,485)

1,733

1,485

526,356

$

-
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(36,408) $

489,948

$

478,812
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Following is a summary of future loan principal maturities and interest requirements:
Year Ended
June 30,

Principal

Interest

Total

2017
2018
2019

$

478,812
8,866
2,270

$

18,107
1,186
308

$

496,919
10,052
2,578

Totals

$

489,948

$

19,601

$

509,549

8. LEASE COMMITMENT
In February 2014, the School executed a capital lease agreement for telephones that also includes an
operating component for a service and maintenance agreement. Current year expense under this
agreement amounted to $13,247. The following is a schedule of future minimum lease payments:
Year Ended
June 30,

Amount

2017
2018
2019
2020

$

11,992
11,992
11,992
1,999

Total

$

37,975

9. NET INVESTMENT IN CAPITAL ASSETS
The composition of the net investment in capital assets as of June 30, 2016 was as follows:
Governmental
Activities
Capital assets:
Capital assets not being depreciated
Capital assets being depreciated, net

$

Related debt:
Loan payable
Capital leases

100,000
639,921
739,921
459,867
30,081
489,948

$

Net investment in capital assets
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10. RISK MANAGEMENT
The School is exposed to various risks of loss related to property loss, torts, errors and omissions and
employees injuries (workers’ compensation), as well as medical benefits provided to employees. The
School has purchased commercial insurance for all claims. Settled claims relating to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past three fiscal years.
11. RETIREMENT PLAN
Plan Description
The Michigan Public School Employees' Retirement System (the "System" or MPSERS) is a cost-sharing,
multiple employer, state-wide, defined benefit public employee retirement plan governed by the State of
Michigan (the "State") originally created under Public Act 136 of 1945, recodified and currently operating
under the provisions of Public Act 300 of 1980, as amended. Section 25 of this act establishes the board's
authority to promulgate or amend the provisions of the System. The board consists of twelve members eleven appointed by the Governor and the State Superintendent of Instruction, who serves as an ex-officio
member.
The System is administered by the Office of Retirement Services (ORS) within the Michigan Department of
Technology, Management & Budget. The Department Director appoints the Office Director, with whom the
general oversight of the System resides. The State Treasurer serves as the investment officer and custodian
for the System.
The System’s financial statements are available at www.michigan.gov/mpsers-cafr.
Benefits Provided
Benefit provisions of the defined benefit pension plan are established by State statute, which may be
amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions for the defined
benefit (DB) pension plan. Depending on the plan option selected, member retirement benefits for are
determined by final average compensation, years of service, and a pension factor ranging from 1.25% to
1.50%. DB members are eligible to receive a monthly benefit when they meet certain age and service
requirements. The System also provides disability and survivor benefits to DB plan members.
DB member plan member who leaves Michigan public school employment may request a refund of his or her
member contributions to the retirement system account if applicable. A refund cancels a former member’s
rights to future benefits. However, returning members who previously received a refund of their
contributions may reinstate their service through repayment of the refund upon satisfaction of certain
requirements.
Contributions and Funded Status
Employers are required by Public Act 300 of 1980, as amended, to contribute amounts necessary to finance
the coverage of active and retired members. Contribution provisions are specified by State statute and may
be amended only by action of the State Legislature.
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Employer contributions to the System are determined on an actuarial basis using the entry age normal
actuarial cost method. Under this method, the actuarial present value of the projected benefits of each
individual included in the actuarial valuation is allocated on a level basis over the service of the individual
between entry age and assumed exit age. The portion of this cost allocated to the current valuation year is
called the normal cost. The remainder is called the actuarial accrued liability. Normal cost is funded on a
current basis. The unfunded (overfunded) actuarial accrued liability as of the September 30, 2015 valuation
will be amortized over a 21-year period for the 2015 fiscal year.
The table below summarizes pension contribution rates in effect for fiscal year 2015.

Benefit Structure

Member Rates Employer Rates

Basic
Member Investment Plan (MIP)
Pension Plus
Defined Contribution

0.0% - 4.0%
3.0% - 7.0%
3.0% - 6.4%
0.0%

22.52% - 23.07%
22.52% - 23.07%
21.99%
17.72% - 18.76%

The District's contribution to MPSERS under all pension plans for the year ended June 30, 2016 was
$302,347.
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions
At June 30, 2016, the District reported a liability of $3,150,853 for its proportionate share of the MPSERS
net pension liability. The net pension liability was measured as of September 30, 2015, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation rolled
forward from September 2014. The District’s proportion of the net pension liability was determined by
dividing each employer’s statutorily required pension contributions to the system during the measurement
period by the percent of pension contributions required from all applicable employers during the
measurement period. At September 30, 2015, the District’s proportion was 0.01290%, which was an
increase of 0.00157% from its proportion measured as of September 30, 2014.
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For the year ended June 30, 2016, the District recognized pension expense of $344,678. At June 30, 2016,
the District reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred
Outflows of
Resources
Differences between expected and
actual experience
Changes in assumptions
Net difference between projected and actual
earnings on pension plan investments
Changes in proportion and differences between
employer contributions and proportionate
share of contributions

$

School contributions subsequent to the
measurement date
$

Total

77,581

Net Deferred
Outflows
(Inflows) of
Resources

Deferred
Inflows of
Resources

$

10,437
-

$

(10,437)
77,581

16,083

-

16,083

292,275
385,939

1,225
11,662

291,050
374,277

275,863

-

275,863

661,802

$

11,662

$

650,140

$275,863 reported as deferred outflows of resources related to pensions resulting from employer
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2017. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:
Year Ended
June 30,

Amount

2017
2018
2019
2020

$

87,205
87,205
82,976
116,891

Total

$

374,277
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Actuarial Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations. The total pension liability in the
September 30, 2014 actuarial valuation was determined using the following actuarial assumptions, applied
to all periods included in the measurement:
Actuarial cost method
Wage inflation rate
Investment rate of return:
MIP and Basic plans (non-hybrid)
Pension Plus plan (hybrid)
Projected salary increases
Cost of living adjustments
Mortality

Entry age, normal
3.5%
8.0%
7.5%
3.5% - 12.3%, including wage inflation at 3.5%
3% annual non-compounded for MIP members
RP-2000 Male and Female Combined Healthy Life Mortality Tables,
adjusted for mortality improvements to 2025 using projection scale
BB. This assumption was first used for the September 30, 2014
valuation of the System. For retirees, 100% of the table rates were
used. For active members, 80% of the table rates were used for
males and 70% of the table rates were used for females.

Assumption changes as a result of an experience study for the period 2007 through 2012 have been adopted
by the System for use in the annual pension valuations beginning with the September 30, 2014 valuation.
The total pension liability as of September 30, 2015, is based on the results of an actuarial valuation date
of September 30, 2014, and rolled forward using generally accepted actuarial procedures, including the
experience study.
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Long-term Expected Return on Plan Assets
The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. Best estimates of
arithmetic real rates of return for each major asset class included in the pension plan’s target asset
allocation as of September 30, 2015, are summarized in the following table:

Target
Allocation

Asset Class
Domestic equity pools
Alternative investment pools
International equity
Fixed income pools
Real estate and infrastructure pools
Absolute return pools
Short-term investment pools

28.00%
18.00%
16.00%
10.50%
10.00%
15.50%
2.00%
100.00%

Long-term
Expected Real
Rate of Return

Expected
MoneyWeighted Rate
of Return

5.90%
9.20%
7.20%
0.90%
4.30%
6.00%
0.00%

1.64%
1.66%
1.15%
0.09%
0.43%
0.93%
0.00%
5.90%

Inflation

2.10%

Investment rate of return

8.00%

Discount Rate
A discount rate of 8.0% was used to measure the total pension liability (7.0% for the Pension Plus plan, a
hybrid plan provided through non-university employers only). This discount rate was based on the long term
expected rate of return on pension plan investments of 8.0% (7.0% for the Pension Plus plan). The
projection of cash flows used to determine this discount rate assumed that plan member contributions will
be made at the current contribution rate and that employer contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the member rate. Based on these
assumptions, the pension plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current plan members. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability.
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Sensitivity of District’s Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate
The following presents the District's proportionate share of the net pension liability calculated using the
discount rate of 8.0% (7.0% for the Hybrid Plan), as well as what the District’s proportionate share of the
net pension liability would be if it were calculated using a discount rate that is 1 percentage point lower or
1 percentage higher:

1% Decrease
(7.0%)
School's proportionate share of
the net pension liability

$

4,062,257

Current
Discount Rate
(8.0%)

$

3,150,853

1% Increase
(9.0%)

$

2,382,502

Pension Plan Fiduciary Net Position
Detailed information about the pension plan’s fiduciary net position is available in the separately issued
MPSERS financial statements available on the State of Michigan Office of Retirement Services website at
www.michigan.gov/orsschools.
Payable to the Pension Plan
At June 30, 2016, the District reported a payable of $44,820 for the outstanding amount of pension
contributions to the Plan required for the year ended June 30, 2016.
Other Postemployment Benefits
Retirees enrolled in MPSERS before September 4, 2012 have the option of participating in the Premium
Subsidy plan, a defined benefit postemployment healthcare plan, which is funded by employers on a
prefunded basis. The State of Michigan has contracted to provide the comprehensive group medical,
hearing, dental and vision coverage for retirees and beneficiaries. All health care benefits are on a selffunded basis. A significant portion of the premium is paid by MPSERS with the balance deducted from the
monthly pension. Employer contributions range from 2.71% to 6.83% of covered payroll. Plan participants
contribute 3% of covered payroll to the Retiree Healthcare Fund. At retirement, these individuals receive a
subsidy for healthcare premiums that covers up to 80% of cost.
Plan members enrolled on or after September 4, 2012 participate in the Personal Healthcare Fund. This
defined contribution other postemployment benefits plan includes a required 2% employee contribution
into a personal tax-deferred account, which is matched by an additional 2% employer contribution.
Employees are fully vested in these contributions which can be used, along with earnings thereon, to pay
for postemployment healthcare expenses. Plan members working prior to September 4, 2012 were given
the option to convert from the Premium Subsidy plan to the Personal Healthcare Fund option. Effective
February 1, 2013, these members are no longer required to make the 3% employee contribution. Amounts
paid into the Retiree Healthcare Fund between September 4, 2012 and February 1, 2013 were credited to
each individual’s Personal Healthcare Fund account. Any contributions made prior to September 4, 2012
were declared unconstitutional by the Supreme Court. Such amounts will be refunded by MPSERS to each
District, including interest, and will then be refunded to individual employees.
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The District’s contributions to MPSERS for other postemployment benefits amounted to $109,809 for the
year ended June 30, 2016.
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MPSERS Cost-Sharing Multiple-Employer Plan
Schedule of the School's Proportionate Share of the Net Pension Liability
Year Ended June 30,
2015
School's proportionate share of the net pension liability

$

School's proportion of the net pension liability

2,496,482

2016
$

0.01133%

School's covered-employee payroll

$

991,202

3,150,853
0.01290%

$

1,092,217

School's proportionate share of the net pension liability as a percentage
of its covered-employee payroll

251.86%

288.48%

Plan fiduciary net position as a percentage of the total pension liability

66.20%

63.17%

The amounts presented for each fiscal year were determined as of September 30 of the preceding year.
Note: GASB 68 was implemented in fiscal year 2015. This schedule is being built prospectively. Ultimately, 10
years of data will be presented.
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MPSERS Cost-Sharing Multiple-Employer Plan
Schedule of School Contributions
Year Ended June 30,
2015
Contractually required contribution

$

Contributions in relation to the contractually required contribution

2016

235,875

$

(235,875)

302,347
(302,347)

Contribution deficiency (excess)

$

-

$

-

School's covered-employee payroll

$

1,092,667

$

1,154,338

Contributions as a percentage of covered employee payroll

29.30%

26.19%

Note: GASB 68 was implemented in fiscal year 2015. This schedule is being built prospectively. Ultimately, 10
years of data will be presented.
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Rehmann Robson
2330 East Paris Ave. SE
Grand Rapids, MI 49546
Ph: 616.975.4100
Fx: 616.975.4400
rehmann.com

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
October 31, 2016
Board of Directors
Grand Rapids Child Discovery Center
Grand Rapids, 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 and the general fund of the Grand Rapids Child Discovery Center (the "School"), as of and
for the year ended June 30, 2016, 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 31,
2016.
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.
Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings and responses, we
identified a certain deficiency in internal control over financial reporting that we consider to be a
material weakness.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the deficiency described in the accompanying schedule of
findings and responses as item 2016-001 to be a material weakness.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.
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.
Grand Rapids Child Discovery Center’s Response to Finding
The School’s response to the finding identified in our audit is described in the accompanying schedule
of findings and responses. The School’s response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.
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
School’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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GRAND RAPIDS CHILD DISCOVERY CENTER
Schedule of Findings and Responses

For the Year Ended June 30, 2016

2016-001 – Material Audit Adjustment
Finding Type. Material Weakness in Internal Control over Financial Reporting.
Criteria. Management is responsible for maintaining its accounting records in accordance with
generally accepted accounting principles (GAAP).
Condition. During our audit, we identified a material audit adjustment (which was approved and
posted by management) to adjust the School’s general ledger to the appropriate balances. This
adjustment was to recognize contribution revenue (and restricted fund balance) for donations received
during the year for an upcoming capital project. These contributions had initially been recorded as
deferred revenue.
Cause. This condition appears to be the result of an isolated error in the process of closing out the
School's books and recording all necessary year end adjustments.
Effect. As a result of this condition, the School’s accounting records were initially misstated by
amounts that were material to the financial statements.
Recommendation. Management has already posted the necessary adjustment, and its effects are
reflected in the financial statements. As this appears to have been an isolated incident, no further
corrective action is required at this time.
View of Responsible Officials. The audit adjustment was noted and promptly recorded during the
audit. The school will ensure that similar transactions will be recorded in accordance with Generally
Accepted Accounting Principles.
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INDEPENDENT AUDITORS’ COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE
October 31, 2016
Board of Directors
Grand Rapids Child Discovery Center
Grand Rapids, Michigan
We have audited the financial statements of the governmental activities and the general fund of the
Grand Rapids Child Discovery Center (the “School”) as of and for the year ended June 30, 2016, and
have issued our report thereon dated October 31, 2016. Professional standards require that we advise
you of the following matters relating to our audit.
Our Responsibility in Relation to the Financial Statement Audit
As communicated in our engagement letter dated July 20, 2016, our responsibility, as described by
professional standards, is to form and express opinions about whether the financial statements that
have been prepared by management with your oversight are fairly presented, in all material respects,
in conformity with accounting principles generally accepted in the United States of America. Our audit
of the financial statements does not relieve you or management of your respective responsibilities.
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of
material misstatement. An audit of financial statements includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control
over financial reporting. Accordingly, as part of our audit, we considered the internal control of the
School solely for the purpose of determining our audit procedures and not to provide any assurance
concerning such internal control.
We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.
We have provided our findings regarding internal control over financial reporting and compliance noted
during our audit in a separate letter to you dated October 31, 2016. In addition, we noted certain other
matters which are included in Attachment A to this letter.
Planned Scope and Timing of the Audit
We performed the audit according to the planned scope and timing previously communicated to you in
our engagement letter and in our meeting about planning matters on July 19, 2016.
Compliance with All Ethics Requirements Regarding Independence
The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant
ethical requirements regarding independence.
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Qualitative Aspects of the School’s Significant Accounting Practices
Significant Accounting Policies
Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the School is included in Note 1 to the financial statements.
There have been no initial selections of accounting policies and no changes in significant accounting
policies or their application during the year. No matters have come to our attention that would require
us, under professional standards, to inform you about (1) the methods used to account for significant
unusual transactions and (2) the effect of significant accounting policies in controversial or emerging
areas for which there is a lack of authoritative guidance or consensus.
Significant Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ markedly from management’s
current judgments.
The most sensitive accounting estimates affecting the 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.

We evaluated the key factors and assumptions used to develop these estimates and determined that
they are reasonable in relation to the basic financial statements taken as a whole and in relation to the
applicable opinion units.
In addition, the financial statements include a net pension liability and other pension-related amounts,
which are dependent on estimates made by the plan. These estimates are based on historical trends
and industry standards, but are not within the control of management.
Significant Difficulties Encountered During the Audit
We encountered no significant difficulties in dealing with management relating to the performance of
the audit.
Uncorrected and Corrected Misstatements
For purposes of this communication, professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require us
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant
classes of transactions, account balances or disclosures, and the financial statements as a whole and
each applicable opinion unit. In addition, professional standards require us to communicate to you all
material, corrected misstatements that were brought to the attention of management as a result of
our audit procedures. The material misstatements detected as a result of audit procedures and
corrected by management are described in the Schedule of Findings and Responses issued in connection
with our report on internal control over financial reporting.
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Disagreements with Management
For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter, which could be significant to the School’s financial statements or the auditors’ report.
No such disagreements arose during the course of the audit.
Representations Requested from Management
We have requested certain written representations from management, which are included in
Attachment C to this letter.
Management’s Consultations with Other Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no consultations
with other accountants regarding auditing and accounting matters.
Other Significant Matters, Findings, or Issues
In the normal course of our professional association with the School, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity, and operational plans and strategies that may affect the
risks of material misstatement. None of the matters discussed resulted in a condition to our retention
as the School’s auditors.
Upcoming Changes in Accounting Standards
Generally accepted accounting principles (GAAP) are continually changing in order to promote the
usability and enhance the applicability of information included in external financial reporting. While it
would not be practical to include an in-depth discussion of every upcoming change in professional
standards, Attachment B to this letter contains a brief overview of recent pronouncements of the
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is
responsible for reviewing these standards, determining their applicability, and implementing them in
future accounting periods.
This information is intended solely for the use of the governing body and management of the Grand
Rapids Child Discovery Center and is not intended to be and should not be used by anyone other than
these specified parties.
Very truly yours,

GRAND RAPIDS CHILD DISCOVERY CENTER
Attachment A - Comments and Recommendations
For the June 30, 2016 Audit
During our audit, we became aware of certain other matters that are opportunities for strengthening
internal control and/or improving operating efficiency. This memorandum summarizes our comments and
recommendations regarding those matters. Our consideration of the School's internal control over financial
reporting is described in our report, dated October 31, 2016, issued in accordance with Government
Auditing Standards. This memorandum does not affect that report or our report dated October 31, 2016,
on the financial statements of the Grand Rapids Child Discovery Center.
Use of School Debit Card (repeat comment)
The School utilizes a bank debit card when there is a need for an immediate purchase. After the card is
used, supporting documents (typically an itemized receipt) are sent to the contracted accountants, who
review and approve the transactions and create a journal entry to record the expenditure in the accounting
records. This process is outside the regular process for approving and recording cash disbursements and can
reduce efficiency by creating the need for frequent journal entries and introducing additional timing
variances to the month-end close process. The School is in the process of transitioning from the use of debit
cards to the use of credit cards, based on prior audit recommendations. This will allow for less frequent
adjustments while still subjecting the disbursements to the regular procedures used to pay vendors.
Written Policies and Procedures over Administration of Federal Awards (repeat comment)
The Michigan Department of Education (MDE) has interpreted certain Federal guidance, including the
requirements of the Uniform Guidance (2 CFR 200), to indicate that an entity is required to have written
policies and procedures over the administration of Federal awards as a precursor to receiving such funds. As
such, MDE has previously notified all Michigan School Districts that these written policies and procedures
should be prepared if not already available. Many of the required policies are occurring in practice, but
management has not yet formally documented all required components. We recommend that the School
prepare a comprehensive policies and procedures manual to meet MDE’s requirements prior to the end of
the current fiscal year.
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Attachment B – Upcoming Changes in Accounting Standards / Regulations

For the June 30, 2016 Audit

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released
recently and may be applicable to the School in the near future. We encourage management to review the
following information and determine which standard(s) may be applicable to the School. For the complete
text of these and other GASB standards, visit www.gasb.org and click on the “Standards & Guidance” tab. If
you have questions regarding the applicability, timing, or implementation approach for any of these
standards, please contact your audit team.
GASB 74  Postemployment Benefit Plans Other than Pension Plans
Effective 06/15/2017 (your FY 2017)
This standard requires the calculation of a net other postemployment benefit (OPEB) liability based on an
actuarial valuation of retiree healthcare and similar benefits administered by an OPEB trust. It mirrors the
new accounting and financial reporting requirements of GASB 67 for pension plans.
GASB 75  Postemployment Benefits Other than Pensions
Effective 06/15/2018 (your FY 2018)
This standard builds on the requirements of GASB 74 by requiring employers that provide other
postemployment benefits (OPEB) to recognize a net OPEB liability on their statements of net position. It
mirrors the new accounting and financial reporting requirements of GASB 68 for pension benefits.
GASB 77  Tax Abatement Disclosures
Effective 12/15/2016 (your FY 2017)
This standard requires governments to disclose certain information about tax abatement agreements made to
foster economic development or otherwise benefit the government or its citizens. Required disclosures
include a brief description of the arrangement, the gross dollar amount of taxes abated in the current
period, and any additional commitments made by the government as part of the agreement.
GASB 78  Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans
Effective 12/15/2016 (your FY 2017)
This standard is an amendment to GASB 68, and provides guidance to governments that participate in nongovernmental cost-sharing pension plans. We do not expect this standard to have any significant effect on
the School.
GASB 80  Blending Requirements for Certain Component Units
Effective 06/15/2017 (your FY 2017)
This standard is an amendment to GASB 14, The Financial Reporting Entity, and requires blending component
units incorporated as not-for-profit corporations in which the government is the sole corporate member. We
do not expect this standard to have any significant effect on the School.
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Attachment B – Upcoming Changes in Accounting Standards / Regulations

For the June 30, 2016 Audit

GASB 81  Irrevocable Split-Interest Agreements
Effective 12/15/2017 (your FY 2018)
This standard addresses the accounting for split-interest agreements for which the government serves as the
intermediary and/or the beneficiary. It requires governments to record assets, liabilities, and deferred
inflows of resources at the inception of the agreement when serving as intermediary, or when the
government controls the present service capacity of a beneficial interest. We do not expect this standard to
have any significant effect on the School.
GASB 82  Pension Issues
Effective 06/15/2017 (your FY 2017)
This standard is an amendment to GASB 67/68 to clarify several issues related to pensions. We do not expect
this standard to have any significant effect on the School.
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Attachment C – Management Representations

For the June 30, 2016 Audit

The following pages contain the written representations that we requested from management.
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October 31, 2016
Rehmann Robson
2330 East Paris Ave. SE
Grand Rapids, MI 49546
This representation letter is provided in connection with your audit of the financial statements of the
governmental activities and the general fund of the Grand Rapids Child Discovery Center (the
“School”), as of and for the year ended June 30, 2016, and the related notes to the financial statements,
for the purpose of expressing opinions on whether the basic financial statements present fairly, in all
material respects, the financial position, results of operations, and the budgetary comparison for the
general fund of the School in conformity with accounting principles generally accepted for governments
in the United States of America (U.S. GAAP).
Certain representations in this letter are described as being limited to matters that are material. Items
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.
We confirm that, having made such inquiries as we considered necessary for the purpose of appropriately
informing ourselves as of October 31, 2016:
Financial Statements
1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
July 20, 2016, for the preparation and fair presentation of the financial statements of the various
opinion units referred to above in accordance with U.S. GAAP. We have reviewed, approved, and
taken responsibility for the financial statements and related notes.
2. We have reviewed and approved the various adjusting journal entries that were proposed by you for
recording in our books and records and reflected in the financial statements.
3. We acknowledge our responsibility for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.
4. We acknowledge our responsibility for the design, implementation, and maintenance of internal
control to prevent and detect fraud.
5. Significant assumptions used by us in making accounting estimates, including those measured at fair
value, are reasonable.
6. Related party relationships and transactions have been appropriately accounted for and disclosed in
accordance with the requirements of U.S. GAAP. For the purposes of this letter, related parties
mean members of the governing body; board members; administrative officials; immediate families
of administrative officials, board members, and members of the governing body; and any companies
affiliated with or owned by such individuals.
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7. All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.
8. The effects of all known actual or possible litigation and claims have been accounted for and
disclosed in accordance with U.S. GAAP.
9. With regard to items reported at fair value:
a. The underlying assumptions are reasonable and they appropriately reflect management’s intent
and ability to carry out its stated courses of action.
b. The measurement methods and related assumptions used in determining fair value are
appropriate in the circumstances and have been consistently applied.
c. The disclosures related to fair values are complete, adequate, and in conformity with U.S. GAAP.
d. There are no subsequent events that require adjustments to the fair value measurements and
disclosures included in the financial statements.
10. All component units, as well as joint ventures with an equity interest, are included and other joint
ventures and related organizations are properly disclosed.
11. All funds and activities are properly classified.
12. All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Financial Statements—
and Management’s Discussion and Analysis—for State and Local Governments, and GASB Statement
No. 37, Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local
Governments: Omnibus, for presentation as major are identified and presented as such and all other
funds that are presented as major are considered important to financial statement users.
13. All components of net position and fund balance classifications have been properly reported.
14. All revenues within the statement of activities have been properly classified as program revenues,
general revenues, contributions to term or permanent endowments, or contributions to permanent
fund principal.
15. All expenses have been properly classified in or allocated to functions and programs in the statement
of activities, and allocations, if any, have been made on a reasonable basis.
16. Deposit and investment risks have been properly and fully disclosed.
17. Capital assets, including infrastructure assets, are properly capitalized, reported, and if applicable,
depreciated.
18. All required supplementary information is measured and presented within the prescribed guidelines.
19. We are responsible for the fair presentation of the School’s proportionate share of the net pension
liability of the Michigan Public School Employees Retirement System (MPSERS) and related amounts.
We provided MPSERS with complete and accurate information regarding the School’s participation in
the plan, and have reviewed the information provided by MPSERS for inclusion in the School’s
financial statements.
Information Provided
20. We have provided you with:
a. Access to all information, of which we are aware that is relevant to the preparation and fair
presentation of the financial statements of the various opinion units referred to above, such as
records, documentation, meeting minutes, and other matters;
b. Additional information that you have requested from us for the purpose of the audit; and
c. Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.
21. All transactions have been recorded in the accounting records and are reflected in the financial
statements.
22. We have disclosed to you the results of our assessment of the risk that the financial statements may
be materially misstated as a result of fraud.
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23. We have no knowledge of any fraud or suspected fraud that affects the entity and involves:
a. Management;
b. Employees who have significant roles in internal control; or
c. Others where the fraud could have a material effect on the financial statements.
24. We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial
statements communicated by employees, former employees, vendors, regulators, or others.
25. We have disclosed to you all known actual or possible litigation and claims whose effects should be
considered when preparing the financial statements.
26. We have disclosed to you the identity of the entity’s related parties and all the related party
relationships and transactions of which we are aware.
27. There have been no communications from regulatory agencies concerning noncompliance with or
deficiencies in accounting, internal control, or financial reporting practices.
28. The government has no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities.
29. We have disclosed to you all guarantees, whether written or oral, under which the government is
contingently liable.
30. We have identified and disclosed to you the laws, regulations, and provisions of contracts and grant
agreements that could have a direct and material effect on financial statement amounts, including
legal and contractual provisions for reporting specific activities in separate funds.
31. There are no:
a. Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements or as
a basis for recording a loss contingency, including applicable budget laws and regulations.
b. Unasserted claims or assessments that our lawyer has advised are probable of assertion and must
be disclosed in accordance with GASB-62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.
c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by
GASB-62.
32. The government has satisfactory title to all owned assets, and there are no liens or encumbrances
on such assets nor has any asset or future revenue been pledged as collateral, except as disclosed to
you.
33. We have complied with all aspects of grant agreements and other contractual agreements that would
have a material effect on the financial statements in the event of noncompliance.
34. We have disclosed to you all significant estimates and material concentrations known to management
that are required to be disclosed in accordance with GASB-62. Significant estimates are estimates at
the balance sheet date that could change materially within the next year. Concentrations refer to
volumes of business, revenues, available sources of supply, or markets or geographic areas for which
events could occur that would significantly disrupt normal finances within the next year.
Required Supplementary Information
35. With respect to the required supplementary information accompanying the financial statements:
a. We acknowledge our responsibility for the presentation of the required supplementary
information in accordance with accounting principles generally accepted in the United States of
America.
b. We believe the required supplementary information, including its form and content, is measured
and fairly presented in accordance with accounting principles generally accepted in the United
States of America.
c. The methods of measurement or presentation have not changed from those used in the prior
period.
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d.

We believe the significant assumptlom or lnterptetations underlying the measurement or
prcsentatlon of the requlred supplementary infornation, and the basls for our assumptions and
lnterpretations, are reasonabte and approprlate ln the clrcumstances.

