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20500 Eureka Road, Suite 300, Taylor, MI  48180    Phone (734) 246-9240   Fax (734-246-8635) 

INDEPENDENT AUDITOR’S REPORT 

Board of Directors 

Covenant House Academy Grand Rapids 

1450 25th Street 

Detroit, MI  48216 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and the 

major fund (General Fund) of Covenant House Academy Grand Rapids (the Academy) as of and 

for the year ended June 30, 2020, and the related notes to the financial statements, which 

collectively comprise the Academy’s basic financial statements as listed in the table of contents.  

Management’s Responsibility for the Financial Statements 

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

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

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

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

to fraud or error. 

Auditor’s Responsibility 

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

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

of America. Those standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free from material misstatement. 

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

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

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial statements in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such 

opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of significant accounting estimates made by management, as well as evaluating the 

overall presentation of the financial statements. 

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

for our audit opinions. 
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the governmental activities, each major fund, and the aggregate 

remaining fund information of Covenant House Academy Grand Rapids as of June 30, 2020, and 

the respective changes in financial position, and, where applicable, cash flows thereof for the year 

then ended in accordance with accounting principles generally accepted in the United States of 

America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis and budgetary comparison information on pages 5 through 

10 and 28 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 

September 11, 2020, on our consideration of Covenant House Academy Grand Rapid’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 solely 

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 effectiveness of the Academy’s 

internal control over financial reporting or on compliance. That report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the Academy’s 

internal control over financial reporting and compliance. 

HODGES ACCOUNTING & ADVISORY SERVICES 

Taylor, Michigan 

September 11, 2020 
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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis 

This section of the Covenant House Academy Grand Rapids (the Academy’s”) annual financial report 
presents our discussion and analysis of the Academy’s financial performance during the year ended 
June 30, 2020. Please read it in conjunction with the Academy’s financial statements, which immediately 
follow this section. 

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 Covenant House Academy Grand Rapids 
financially as a whole. The government-wide financial statements provide information about the 
activities of the whole Academy, presenting both an aggregate view of the Academy’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. The fund financial statements look at the Academy’s operations in 
more detail than the government-wide financial statements by providing information about the 
Academy’s most significant funds - the General Fund. This report is comprised of the following elements: 

Management’s Discussion and Analysis (MD&A) 
(Required Supplemental Information) 

Basic Financial Statements 

Government-wide Financial Statements Fund Financial Statements 

Notes to the Basic Financial Statements 

(Required Supplemental Information) 
Budgetary Information for Major Fund 
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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis (Continued) 

Reporting the Academy as a Whole - Government-wide Financial Statements 

One of the most important questions asked about the Academy is, “As a whole, what is the Academy’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 Academy’s financial statements, report information on the Academy 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. These two statements report the Academy’s net position - the 
difference between assets and liabilities, as reported in the statement of net position - as one way to 
measure the Academy’s financial health or financial position. Over time, increases or decreases in the 
Academy’s net position - as reported in the statement of activities - are indicators of whether its financial 
health is improving or deteriorating. The relationship between revenues and expenses is the Academy’s 
operating results. However, the Academy’s goal is to provide 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 Academy. The 
statement of net position and the statement of activities report the governmental activities for the 
Academy, which encompass all of the Academy’s services, including instruction, support services, and 
community services. Unrestricted State aid (foundation allowance revenue), and State and federal grants 
finance most of these activities. 

Reporting the Academy’s Most Significant Funds - Fund Financial Statements 

The Academy’s fund financial statements provide detailed information about the most significant fund - not 
the Academy as a whole. The governmental funds of the Academy use the following accounting approach: 

Governmental funds - All of the Academy’s services are reported in governmental funds. 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 Academy and the 
services it provides. Governmental fund information helps you determine whether there are more or fewer 
financial resources that can be spent in the near future to finance the Academy’s programs. We describe the 
relationship (or differences) between governmental activities (reported in the statement of net position and 
the statement of activities) and governmental funds in a reconciliation. 
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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis (Continued) 

The Academy as a Whole 

Recall that the statement of net position provides the perspective of the Academy as a whole. Table 1 
provides a summary of the Academy’s net position as of June 30:  

TABLE 1

2020 2019

(in thousands)

Assets Current and other assets 758.8 846.0

Liabilities Current liabilities 657.4 734.7

Net Position Unrestricted 87.8 106.0

Restricted 13.6 5.3

Total Liabilities and Net Position 758.8 846.0

Governmental Activities

This is the seventh year the Academy has been open.  The total net position is an excess of revenue over 
expenditures during the past six years, this year expenses are over revenues by $9,941.  Under the terms of 
the management agreement, Youth Vision Solutions is paid a specific percentage of the state and federal 
revenues that the Academy receives. 

The above analysis focuses on the net position (see Table 1).  The Academy’s net position was $101.4 and 
$111.3 thousand at June 30, 2020 and 2019, respectively.  $87.7 of the Academy’s net position is 
unrestricted.  The unrestricted net position enables the Academy to meet working capital and cash flow 
requirements as well as to provide for future uncertainties.  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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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis (Continued) 

The results of this year’s operations for the Academy as a whole are reported in the statement of activities 
(Table 2), which shows the changes in net position for fiscal years 2020 and 2019.  

Revenue

 Program revenue:

Operating grants and contributions 441.4$    795.7$    

 General Revenue:

State foundation allowance 2,728.1           2,630.7           

Other 0.3 - 

Total revenue 3,169.8$    3,426.4$    

Functions/Program Expenses

 Instruction 1,121.8           1,124.8$    

 Support services 2,054.8           2,246.9           

 Community services 3.1 34.3 

 Other - - 

Total functions/program expenses 3,179.7$    3,406.0$    

Change in Net Position (9.9) 20.4 

Net Position - Beginning of year 111.3 90.9 

Net Position - End of year 101.4$    111.3$    
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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis (Continued) 

The Academy’s operating grants are reimbursement based, so the amount of expenditures directly affects 
the amount of revenue.   

As reported in the statement of activities, the cost of all of our governmental activities this year was $3.2 
million.   Certain activities were partially funded by other governments and organizations that subsidized 
certain programs with grants and contributions of $441.4 thousand.  We paid for the remaining “public 
benefit” portion of our governmental activities with $2.7 million in state foundation allowance, and with our 
other review, i.e., interest and unrestricted donations. 

The Academy’s Funds 

As we noted earlier, the Academy uses funds to help it control and manage money for particular purposes. 
Looking at funds helps the reader consider whether the Academy is being accountable for the resources 
taxpayers and others provide to it and may provide more insight into the Academy’s overall financial health. 

As the Academy completed this year, the governmental fund reported a fund balance of $101.4 thousand. 

General Fund balance is available to fund costs related to allowable school operating purposes. 

General Fund Budgetary Highlights 

Over the course of the year, the Academy revises its budget as it attempts to deal with unexpected changes 
in revenues and expenditures. State law requires that the budget be amended to ensure that expenditures 
do not exceed appropriations. The final amendment to the budget was actually adopted just before year 
end. A schedule showing the Academy’s original and final budget amounts compared with amounts actually 
paid and received is provided in required supplemental information of these financial statements. 

There were revisions made to the 2019-2020 General Fund original budget. Budgeted revenues were 
increased $115,322 due to an unexpected change in certain categorical revenue from the State and an 
unanticipated increase in foundation allowance payments due to actual student enrollment more than 
original estimates and an increase of Federal Grants of $22,301. 

Budgeted expenditures were also increased $146,697 to account for the increase in salaries, purchased 
professional services and operations resulting from the Academy’s revised operating plan due to the 
fluctuations in revenue. 

There were no significant variances between the final budget and actual amounts. 
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Covenant House Academy Grand Rapids 

Management’s Discussion and Analysis (Continued) 

Capital Assets 

As of June 30, 2020 the Academy does not have any capitalized capital assets. 

Debt 

As of June 30, 2020, the Academy has no debt. 

Economic Factors and Next Year’s Budgets and Rates 

Our board officials and administration consider many factors when setting the Academy’s June 30, 2020 
fiscal year end budget. One of the most important factors affecting the budget is our student count. The 
State foundation revenue is determined by multiplying the blended student count by the foundation 
allowance per pupil. The blended count for the 2020 fiscal year is 90 percent and 10 percent of the October 
2019 and February 2019 student counts, respectively.  The June 30, 2020 year end budget was adopted in 
June 2019, based on an estimate of students that will be enrolled in October 2019.  Approximately 78 
percent of total General Fund revenue is from the foundation allowance.  As a result, Academy funding is 
heavily dependent on the State’s ability to fund local school operations.  Based on early enrollment data at 
the start of the 2020 school year, we anticipate that the fall student count will be at or above estimates used 
in creating the 2019 budget.  Once the final student count and related per pupil funding is validated, State 
law requires the Academy to amend the budget if actual Academy resources are not sufficient to fund 
original appropriations. 

Since the Academy’s revenue is heavily dependent on State funding and the health of the State’s School Aid 
Fund, the actual revenue received depends on the State’s ability to collect revenues to fund its 
appropriation to Academies. The State periodically holds a revenue-estimating conference to estimate 
revenues. Based on the results of the most recent conference, the State estimates funds are sufficient to 
fund the appropriation.  

Contacting the District’s Management 

This financial report is intended to provide our taxpayers, parents, and investors with a general overview of 
the District’s finances and to show the District’s accountability for the money it receives. If you have any 
questions about this report or need additional information, we welcome you to contact the Business Office. 
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Governmental 

Activities 

Assets:

Cash and equivalents 178,966$         

Receivables:

   Other governmental units 579,802 

     Total assets 758,768 

Liabilities:

Oversight fees payable 11,597$           

Grants payable to management company 595,815 

Unearned revenue 50,000 

     Total  liabilities 657,412 

Net position:

Restricted 13,643 

Unrestricted 87,713 

     Total net position 101,356$         

Covenant House Academy Grand Rapids

Statement of Net Position

 June 30, 2020

The notes to the financial statements are an integral part of this statement.
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Governmental 

Activities 

Net (expense) 

Revenue and  

Charges for Operating Grants Changes in 

Functions/programs Expenses Services & Contributions Net Position 

Contract Service Fees:

 Governmental activities:

 Instruction 1,121,840$   -$  322,029$   (799,811)$  

 Support services 2,054,827 - 119,376  (1,935,451)

 Community services 3,141  - -  (3,141)

Total governmental activities 3,179,808$   -$  441,405$   (2,738,403) 

General revenues:

 State of Michigan school aid unrestricted 2,728,113 

 Investment revenue 349 

 Total general revenues 2,728,462 

Change in net position (Decrease)  (9,941)

Net position, beginning of year 111,297 

Net position, end of year 101,356$   

Covenant House Academy Grand Rapids

Statement of Activities

Year Ended June 30, 2020

Program Revenues 

The notes to the financial statements are an integral part of this statement.
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General 

Fund 

Assets:

Cash and equivalents 178,966$   
Receivables:

 Other governmental units 579,802 

 Total assets 758,768 

Liabilities and Fund Balance

Liabilities:

Authorizer Fee Payable 11,597 

Management Fees Payable 595,815 

Unearned revenue 50,000 

 Total liabilities 657,412 

Fund Balance

Assigned for Academy Board 13,643 

Unassigned 87,713 

 Total fund balance 101,356 

Total liabilities and fund balance 758,768 

Total governmental fund balance 101,356 

Amounts reported for governmental activities in the statement of 

net position have no differences  - 

Accrued interest payable is not included as a liability in governmental funds  - 

Net position of governmental activities 101,356$     

Covenant House Academy Grand Rapids

Balance Sheet

Governmental Fund

June 30, 2020

The notes to the financial statements are an integral part of this statement.

13



General 

Fund 

Revenues:

  Local sources 37,994$           

  Intermediate sources 81,382 

  State sources 2,728,462        

  Federal sources 322,029           

          Total revenues 3,169,867        

Expenditures:

 Contract Service Fee:

  Current:

    Instruction:

      Basic programs 612,747           

      Added needs 509,093           

Total instruction 1,121,840        

    Support services:
      Pupil 397,831           
      Instructional staff 12,967 

      General administration 633,768           

      School administration 285,686           

      Businesss 60,684 

      Operations/maintenance 426,148           

      Transportation  11,932 

      Central 225,811           

Total support services 2,054,827        

      Community service 3,141 

         Total Community & Interest 3,141 

         Total expenditures 3,179,808        

Net change in fund balance (Decrease) (9,941) 

Fund balance:

     Beginning of year 111,297 

     End of year 101,356$         

Covenant House Academy Grand Rapids

Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Fund

Year Ended June 30, 2020

The notes to the financial statements are an integral part of this statement.
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Net change in fund balance total governmental fund (Decrease) (9,941)$         

Amounts reported for governmental activities in the statement of activities have no

differences

Change in net position of governmental activities (Decrease) (9,941)$         

Year Ended June 30, 2020

Covenant House Academy Grand Rapids

Reconciliation of the Statement of Revenues,

Expenditures and Changes in Fund Balance of Governmental Fund

to the Statement of Activities

The notes to the financial statments are an integral part of this statement.
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

Note 1.  Summary of Significant Accounting Policies 

The accounting policies of Covenant House Academy Grand Rapids (the Academy) conform to 

accounting principles generally accepted in the United States of America (GAAP) as applicable 

to governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted 

standard-setting body for establishing governmental accounting and financial reporting 

principles.  The following is a summary of the significant accounting policies used by the 

Academy. 

A. Reporting Entity

The Academy is a public school academy as part of the Michigan Public School System under 

Public Act No. 362 of 1993 and is subject to the leadership and general supervision of the State 

Board of Education.   Grand Valley State University is the authorizing body of the Academy and 

has contracted with the Academy to charter the public school academy for a period of seven 

years beginning July 1, 2013 and in effect until June 30, 2020.  The Academy’s school board is 

approved by the authorizing body and is authorized to manage the property and affairs of the 

Academy.  The Academy receives funding from local, state, and federal government sources and 

must comply with all the requirements of these funding source entities.  The Academy does not 

include any other component unit within its financial statements as defined in Governmental 

Accounting Standards Board Statement Nos. 14 and 39. 

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement 

of activities) report information on all of the non-fiduciary activities of the Academy.  For the 

most part, the effect of interfund activity has been removed from these statements.  The 

government-wide financial statements categorize primary activities as either governmental or 

business type.  All of the Academy’s activities are classified as governmental activities.  

The statement of activities demonstrates the degree to which the direct expenses of a given 

function or segment are offset by program revenues.  Direct expenses are those that are clearly 

identifiable with a specific function or segment.  Program revenues include 1) charges paid by 

recipients who purchase, use or directly benefit from goods or services by a given function or 

segment and 2) grants and contributions that are restricted to meeting the operational or capital 

requirements of a particular function or segment.  State Foundation Aid, certain revenue from the 

intermediate school district and other unrestricted items are not included as program revenues 

but instead as general revenues. 
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

(Continued) 

In the government-wide statement of net position, the governmental activities column is 

presented on a consolidated basis, and is reported on a full accrual, economic resource basis 

which recognizes all long-term assets and receivables as well as long-term debt and obligations.  

The Academy first utilizes restricted resources to finance qualifying activities. 

The government-wide statement of activities reports both the gross and net cost of each of the 

Academy’s functions.  The functions are also supported by general government revenues (State 

Foundation Aid, certain intergovernmental revenues, investment income and other revenue).  

The statement of activities reduces gross expenses by related program revenues and operating 

grants.  Program revenues must be directly associated with the function.  Operating grants 

include operating-specific and discretionary (either operating or capital) grants. 

The net costs (by function) are normally covered by general revenue (State Foundation Aid, 

intermediate district sources, interest income and other revenues). 

The Academy does not allocate indirect costs. 

This government-wide focus is more on the sustainability of the Academy as an entity and the 

change in the Academy’s net position resulting from the current year’s activities.  

Separate financial statements are provided for governmental funds. Major individual 

governmental funds are reported as separate columns in the fund financial statements.   

Governmental Funds - Governmental funds are those funds through which most Academy 

functions typically are financed.  The acquisition, use and balances of the Academy’s expendable 

financial resources and the related current liabilities are accounted for through governmental 

funds. 

The Academy reports the following major fund: 

The General Fund is the Academy’s primary operating fund.  It accounts for all 

financial resources of the Academy, except those required to be accounted for in another 

fund. 
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

(Continued) 

C. Measurement Focus, Basis of Accounting and Basis of Presentation

Accrual Method 

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 and similar items are recognized as revenue as soon as all eligibility requirements 

imposed by the provider have been met. 

Private sector standards of accounting and financial reporting issued prior to December 1, 1989, 

generally are followed in the government-wide financial statements to the extent that those 

standards do not conflict with or contradict guidance of the Government Accounting Standards 

Board.   

Modified Accrual Method 

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 Academy considers revenues to be available if they are 

collected within 60 days of the end of the current fiscal period.  Expenditures generally are 

recorded when a liability is incurred, as under accrual accounting.  However, debt service 

expenditures, as well as expenditures related to compensated absences and claims and 

judgments, if any, are recorded only when payment is due. 

State and federal aid and interest associated with the current fiscal period are all considered to be 

susceptible to accrual and so have been recognized as revenues of the current fiscal period.  All 

other revenue items are considered to be measurable and available only when cash is received by 

the Academy. 

State Revenue 

The State of Michigan utilizes a foundation grant approach, which provides for a specific annual 

amount of revenue per pupil based on a statewide 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 charter schools based on information supplied by the schools.  For the 

year ended June 30, 2020, the foundation allowance was based on the pupil membership counts 

taken in October 2019 and February of 2019. 
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

(Continued) 

The state portion of the foundation is provided primarily by a state education property tax 

millage of 6 mills on Principal Residence Exemption (PRE) property and an allocated portion of 

state sales and other taxes.  The state revenue is recognized during the foundation period and is 

funded through payments from October, 2019 to August, 2020.  Thus, the unpaid portion at June 

30 is reported as due from other governmental units.  

The Academy also receives revenue from the State to administer certain categorical education 

programs.  State rules required that revenue earmarked for these programs be expended for its 

specific purpose.  Categorical funds received, which are not expended by the close of the fiscal 

year, are recorded as unearned revenue. 

Expenditure-driven grants are recognized as revenue when the qualifying expenditures have been 

incurred and all other grant requirements have been met. 

D. Other Accounting Policies

1. Deposits and Investments

The Academy’s cash and cash equivalents are considered to be cash on hand, demand deposits 

and short-term investments with original maturities of three months or less from the date of 

acquisition. The Academy reports its investments in accordance with GASB Statement No. 31, 

Accounting and Financial Reporting for Certain Investments and for External Investment Pools 

and GASB Statement No. 40, Deposit and Investment Risk Disclosures.  Under these standards, 

certain investments are valued at fair value as determined by quoted market prices or by 

estimated fair values when quoted market prices are not available.  The standards also provide 

that certain investments are valued at cost (or amortized cost) when they are of a short-term 

duration, the rate of return is fixed, and the Academy intends to hold the investment until 

maturity. 

State statutes authorize the Academy to invest in bonds and other direct and certain indirect 

obligations of the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or 

depository receipts of a bank, savings and loan association, or credit union, which is a member of 

the Federal Deposit Insurance Corporation or National Credit Union Administration, 

respectively; in commercial paper rated at the time of purchase within the three highest 

classifications established by not less than two standard rating services and which matures not 

more than 270 days after the date of purchase.  The Academy is also authorized to invest in U.S. 

Government or federal agency obligation repurchase agreements, bankers’ acceptances of U.S.  

Banks, and mutual funds composed of investments as outlined above.  At June 30, 2020, the 

Academy had no investments. 
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

(Continued) 

2. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are 

recorded as prepaid items in both the government-wide and fund financial statements.  At June 

30, 2020, there were no prepaid items. 

3. Capital Assets

Capital assets, which include furniture and equipment, are reported in the applicable 

governmental activities column in the government-wide financial statements.  Capital assets are 

defined by the Academy as assets with an initial individual cost of more than $2,500 and an 

estimated useful life in excess of three years.  Such assets are recorded at historical cost or 

estimated historical cost if purchased or constructed. Donated capital assets are recorded at 

estimated fair market value at the date of donation. Costs or normal repair and maintenance that 

do not add to the value or materially extend asset life are not capitalized.  The Academy does not 

have infrastructure-type assets. 

All capital assets, except those purchased with Federal funds given directly to the Academy, are 

not recorded in the government-wide financial statements.  Per the management agreement at 

Note 5, capital assets purchased with state funds belong to the management company.  There 

were no capital assets purchased in the current year with federal money. 

4. Deferred Outflows/Inflows

In addition to assets, the statement of net position/balance sheet 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 so will not be recognized as an outflow of resources (expense/expenditure) until then.  The 

Academy does not have any outflows to report in the statement of net position/balance sheet as 

of June 30, 2020. 

In addition to liabilities, the statement of net position/balance sheet 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 then.  The 

Academy does not have any inflows to report in the statement of net position/balance sheet as of 

June 30, 2020. 
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Covenant House Academy Grand Rapids 

Notes to the Financial Statements 

June 30, 2020 

(Continued) 

5. Government-wide - Net Position

Net position represents the difference between assets and deferred outflows of resources and 

liabilities and deferred inflows of resources.  Net Position consists of the following: 

Net investment in capital assets - consists of the historical cost of capital assets less 

accumulated depreciation and less any debt that remains outstanding that was used to 

finance those assets plus deferred outflows of resources less deferred inflows of resources 

related to those assets.  At June 30, 2020, there were no capital assets. 

Restricted net position – Assets that are subject to restrictions beyond the Academy’s 

control.  At June 30, 2020, there were restricted assets of $13,643. 

Unrestricted net position – Consists of all other assets that do not meet the definition of 

“restricted” or “Net Investment in capital assets”. 

6. Governmental Fund Balances

Accounting standards provide clearly defined fund balance categories to make the nature and 

extent of the constraints placed on the Academy’s fund balance more transparent.  The following 

classifications describe the relative strength of the spending constraints placed on the purposes 

for which resources can be used: 

Nonspendable fund balance – amounts that are not in a spendable form (such as inventory) or 

are required to be maintained intact; 

Restricted fund balance – amounts constrained to specific purposes by their providers (such 

as grantors, bondholders, and higher levels of government), through constitutional 

provisions, or by enabling legislation; 

Committed fund balance – amounts constrained to specific purposes by a government itself, 

using the highest level of decision-making authority; to be reported as committed, amounts 

cannot be used for any other purposes unless the government takes the same highest level of 

action to remove or change the constraint; 

Assigned fund balance – amounts a government intends to use for a specific purpose; intent 

can be expressed by the governing body or by an official or body to which the governing 

body delegates authority; 

Unassigned – amounts that are available for any purpose; positive amounts reported only in 

the general fund. 
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The Academy’s board establishes (and modifies or rescinds) fund balance commitments by 

passage of a resolution.  This is typically done through adoption and amendment of the budget.  

A fund balance commitment is further indicated in the budget document as a designation or 

commitment of a fund.  Assigned fund balance is established by the Academy’s board through 

adoption or amendment of the budget as intended for a specific purpose (such as the purchase of 

fixed assets, construction, debt service, or for other purposes). The Academy utilizes fund 

balance in the following order when an expenditure has been incurred for which more than one 

type of fund balance is available for the respective expenditure: Restricted, Committed, 

Assigned, Unassigned. 

In the general fund, the Academy strives to maintain an unassigned fund balance to be used for 

unanticipated emergencies. 

7. Use of Estimates

The process of preparing general purpose financial statements in conformity with accounting 

principles generally accepted in the United States of America requires the use of estimates and 

assumptions regarding certain types of assets, liabilities, revenues, and expenditures.  Such 

estimates primarily relate to unsettled transactions and events as of the date of the financial 

statements.  Accordingly, upon settlement, actual results may differ from estimated amounts. 

Note 2.  Stewardship, Compliance and Accountability 

Budgets are adopted on a basis consistent with accounting principles generally accepted in the 

United States of America, except for capital outlay, which is reported in the function or activity 

services.  Annual appropriated budgets are adopted for the general fund.  All unexpended 

appropriations lapse at fiscal year end.  The Academy maintains a formalized encumbrance 

accounting system. 

The Academy follows these procedures in establishing the budgetary data reflected in the 

financial statements:  

A. The management company submits to the School Board a proposed operating budget for the

fiscal year commencing on July 1.  The operating budget includes proposed expenditures and

the means of financing them.  The level of control for the budget is at the functional level as

set forth in the combined statement of revenues, expenditures and changes in fund balances –

budget and actual – general fund.

B. Public hearings are conducted to obtain local public comments.
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C. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to the

Uniform Budgeting and Accounting Act (1968 PA2).  The Act requires that the budget be

amended prior to the end of the fiscal year when necessary to adjust appropriations if it

appears that revenues and other financing sources will be less than anticipated or so that

expenditures will not be in excess of original estimates.

Expenditures shall not be made or incurred, unless authorized in the budget, or in excess of

the amount appropriated.  Any expenditures in violation of the budgeting act are disclosed as

unfavorable variances in the budgetary comparison schedule – general fund.

D. The Board adopts the budget at a functional level.

E. Formal budgetary integration is employed as a management control device during the year

for the general fund.

F. The budget, as presented, has been amended.  Supplemental appropriations were made

during the year with the last one approved prior to June 30th.

G. Excess of expenditures over appropriations.

For the fiscal year ended June 30, 2020, expenditures exceeded appropriations in the following 

general fund: 

Amount by which

expenditures

exceeded 

Function-General Fund appropriations

Basic Program 26,069$  

Pupil 158,831 

Central   64,811 
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Note 3.  Deposits  

Custodial Credit Risk - Deposits 

In the case of deposits, this is the risk that in the event of a bank failure, the Academy’s deposits 

may not be returned to it.  The Academy’s deposit policy requires that financial institutions be 

evaluated and only those with an acceptable risk level for custodial risk are used for the 

Academy’s deposits.  As of June 30, 2020, $0 of the Academy’s bank balance of $183,885 was 

exposed to custodial credit risk because the balance was insured by the FDIC.   

Note 4.  Receivables 

Amounts due from other governmental units were as follows: 

General

July State Aid 252,503$    

August State Aid 197,938      

Federal Grant Receivable 129,358      

Total Net Receivables 579,799$    

All amounts due were deemed collectible as of June 30, 2020. 

Note 5.  Management Agreement 

On July 1, 2013, the Academy entered into a management agreement with Youth Vision 

Solutions, Inc., a non-profit organization.  The contract expires on June 30, 2020. 

Under the terms of the agreement, Youth Vision Solutions, Inc. shall receive all revenues as its 

management fee from which it shall pay all operating costs of the Academy as detailed in the 

budget.  Such operating expenses shall include an administrative fee of 3% payable to the 

Authorizer.  Youth Vision Solutions, Inc. shall pay back to the Board Spending Account, an 

amount equal to 2% of state per pupil aid reflected in the budget.  

Under the terms of the new Management Agreement, the contract period is extended until June 

30, 2025. 
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 Note 6.  Oversight Fees 

On July 1, 2013, the Academy entered into a seven year contract with The Grand Valley State 

University (GVSU) to charter a public school academy.  The contract requires the Academy to 

act exclusively as a governmental agency and not undertake any action inconsistent with its 

status as an entity authorized to receive state school aid funds pursuant to the state constitution.  

GVSU is the fiscal agent for the Academy and is responsible for overseeing the Academy’s 

compliance with the contract and all applicable laws.  The Academy pays GVSU three percent 

of the state aid discretionary payment as administrative fees. The total administrative fees for 

the year ended June 30, 2020 to GVSU was approximately $72,608. 

On July 1, 2020, the overite contract was renewed for an additional 5 years ending June 30, 

2025, at the same rate of 3% of state aid. 

Note 7.  Operating Lease 

On April 10, 2018 the Academy entered into a lease agreement with Covenant House Michigan. 

The term shall commence on the Effective Date, and shall remain in effect until June 30, 2020. 

The lease shall be automatically extended thereafter on the same terms and conditions without 

action by either party for period coterminous with the period for which Lessor’s Authorization 

hereafter from time to time renews or extends its contracts to operate as a Public School 

Academy, but not later than June 30, 2027. Lessee agrees to pay the Lessor annual rent of 

$212,500, in equal monthly payments of $17,708.33.  The extended lease costs are as follows: 

Year ended June 30,     Rent 

2021 

2022 

2023 

2024 

2025 

$     212,500 

    212,500 

 212,500 

 212,500 

 212,500 

$  1,062,500 

Note 8.  Risk Management 

The Academy is exposed to various risks of loss related to property loss, torts, errors and 

omissions, employee injuries (workers’ compensation), as well as medical benefits provided to 

employees.  The risk of employee injuries and medical benefits for employees of the 

management company is covered by insurance held by the management company. The 

Academy has purchased commercial insurance for all other claims.  Settled claims relating to 

the commercial insurance have not exceeded the amount of insurance coverage since inception. 
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Note 9.  Contingencies 

The Academy received financial assistance from federal and state agencies in the form of 

grants. The disbursement of funds received under these programs generally requires compliance 

with terms and conditions specified in the grant agreements and are subject to audit by grantor 

agencies. Any disallowed claims resulting from such audits could become a liability of the 

general fund or other applicable funds.  However, in the opinion of management, any such 

disallowed claims will not have a material adverse effect on the overall financial position of the 

Academy at June 30, 2020. 

Note 10.  Subsequent Events 

No subsequent events. 
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Variance with

final budget

Original Final Favorable

Budget Budget Actual (Unfavorable)

Revenues:

  Local sources 18,150$     33,585$     37,994$     4,409$    

  Intermediate Sources 215,000       337,633       81,382         (256,251)       

  State sources 2,568,720    2,574,753 2,728,462 153,709        

  Federal sources 343,881       413,707       322,029 (91,678)         

Total revenues 3,145,751 3,359,678 3,169,867  (189,811)

Expenditures:

 Contracted service fee:

  Current:

 Instruction:

  Basic programs 569,623       586,678       612,747       (26,069)         

  Added needs 488,082 539,000 509,093 29,907 

Total instruction 1,057,705 1,125,678 1,121,840 3,838 

 Support services:

 Pupil 175,000       239,000       397,831 (158,831)       

 Instructional staff 135,600       81,000         12,967 68,033 

 General administration 608,446       917,000       633,768 283,232        

 School administration 240,000       287,000       285,686 1,314 

 Business 75,000         61,500         60,684 816 

 Operations/maintenance 480,000       430,000       426,148 3,852 

 Transportation 24,000         22,500         11,932 10,568 

 Central and food serviceCentral and food service 135,000       161,000       225,811 (64,811)         

Total support services 1,873,046 2,199,000 2,054,827 144,173 

Capital outlay 100,000  -  -  - 

 Community services 100,000       35,000         3,141 31,859 

Total expenditures 3,130,751 3,359,678 3,179,808 179,870 

Net change in fund balance (Decrease) 15,000 - (9,941)  (9,941)

Fund balance:

Beginning of year 111,297 111,297 111,297 - 

End of year 126,297$     111,297$     101,356$     (9,941)$     

Covenant House Academy Grand Rapids

Budgetary Comparison Schedule

General Fund

Year Ended June 30, 2020
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL 

 CONTROL OVER FINANCIAL REPORTING AND  

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

Board of Directors 

Covenant House Academy Grand Rapids 

1450 25th Street 

Detroit, MI  48216 

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 major fund (General Fund) of Covenant House Academy Grand 

Rapids (the Academy) as of and for the year ended June 30, 2020, and the related notes to the 

financial statements, which collectively comprise the Academy’s basic financial statements, and 

have issued our report thereon dated September 11, 2020.   

Internal Control Over Financial Reporting 

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

internal control over financial reporting (internal control) 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 Academy’s 

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

internal control 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a 

combination of deficiencies, in internal control, such that there is a reasonable possibility that a 

material misstatement of the entity’s financial statements will not be prevented, or detected and 

corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of 

deficiencies, in internal control that is less severe than a material weakness, yet important enough 

to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 

this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be a material weakness. 

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Academy’s financial statements are 

free of material misstatement, we performed tests of its compliance with certain provisions of laws, 

regulations, contracts, and grant agreements, noncompliance with which could have a direct and 

material effect on the determination of financial statement amounts.  However, providing an opinion 

on compliance with those provisions was not an objective of our audit, and accordingly, we do not 

express such an opinion.  The results of our tests disclosed no instances of noncompliance or other 

matters that are required to be reported under Government Auditing Standards.   

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 

entity’s internal control or on compliance.  This report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering the entity’s internal control and 

compliance.  Accordingly, this communication is not suitable for any other purpose. 

HODGES ACCOUNTING & ADVISORY SERVICES 

Taylor, Michigan 

September 11, 2020 
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September 11, 2020 

 

 

To the Board of Directors 

Covenant House Academy Grand Rapids 

1450 25th Street 

Detroit, MI  48216 

       

We have audited the financial statements of the governmental activities and the major fund (General 

Fund) of Covenant House Academy Grand Rapids (the Academy) for the year ended June 30, 2020.  

Professional standards require that we provide you with information about our responsibilities under 

generally accepted auditing standards and Government Auditing Standards, as well as certain 

information related to the planned scope and timing of our audit.  We have communicated such 

information in our letter to you dated September 1, 2020.  Professional standards also require that we 

communicate to you the following related to our audit. 

 

Significant Audit Findings 

 

Qualitative Aspects of Accounting Practices 

 

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

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

statements.  No new accounting policies were adopted and the application of existing policies was not 

changed during 2020.  We noted no transactions entered into by the Academy during the year for 

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

recognized in the financial statements in the proper period. 

 

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

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

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

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

affecting them may differ significantly from those expected. We did not identify any sensitive 

estimates. 

 

Certain financial statement disclosures are particularly sensitive because of their significance to 

financial statement users. We did not identify any sensitive disclosures. 
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The financial statement disclosures are neutral, consistent, and clear. 

 

Difficulties Encountered in Performing the Audit 

 

None. 

 

Corrected and Uncorrected Misstatements 

 

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

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

of management. Management has corrected all such misstatements.  

 

Disagreements with Management 

 

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

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

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

the course of our audit. 

 

Management Representations 

 

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

representation letter dated September 11, 2020. 

 

Management Consultations with Other Independent Accountants 

 

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

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

involves application of an accounting principle to the Academy’s financial statements or a 

determination of the type of auditor's opinion that may be expressed on those statements, our 

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

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

accountants. 
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Other Audit Findings or Issues 

 

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

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

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

responses were not a condition to our retention. We noted a budgetary violation of three functional 

items, which is represented to you in a separate booklet. We strongly recommend that all budget 

overdrafts be adjusted prior to June 30 of each fiscal year to be in compliance with the State of 

Michigan Uniform Budgeting & Accounting Act. 

 

Other Matters 

 

We applied certain limited procedures to the Management’s Discussion and Analysis and Budgetary 

Comparison information, which are required supplementary information (RSI) that supplements the 

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

methods of preparing the information and comparing the information for consistency with 

management’s responses to our inquiries, the basic financial statements, and other knowledge we 

obtained during our audit of the basic financial statements.  We did not audit the RSI and do not 

express an opinion or provide any assurance on the RSI. 

 

Restriction on Use 

 

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

House Academy Grand Rapids and is not intended to be and should not be used by anyone other 

than these specified parties. 

 

Very truly yours, 

 

Hodges Accounting & Advisory Services 
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