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INDEPENDENT AUDITOR’S REPORT 

 
 
Board of Directors 
Covenant House Academy Detroit 
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 Detroit (the Academy), as of and for 
the year ended June 30, 2021, 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 and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Academy’s, as of June 30, 2021, and the respective 
changes in financial position, and 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 (see table of 
contents for specific page numbers) be presented to supplement the basic financial statements.  
Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements.  We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express 
an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Covenant House Academy Detroit’s basic financial statements.  The 
introductory section is presented for purposes of additional analysis and is not a required part of 
the basic financial statements.  The schedule of expenditures of federal awards is presented for 
purposes of additional analysis and required by Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, cost Principles, and Audit Requirements for Federal 
Awards, and is also not a required part of the basic financial statements. 
 
The schedule of expenditures of federal awards is the responsibility of management and were 
derived from and relate directly to the underlying accounting and other records used to prepare 
the basic financial statements.  Such information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other  
records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 

4



   
 

 

accepted in the United States of America.  In our opinion, the schedule of expenditures of federal 
awards fairly stated in all material respects in relation to the basic financial statements as a 
whole. 
 
The introductory section has not been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, accordingly, we do not express an opinion or provide any 
assurance on them. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 27, 2021, on our consideration of the Academy’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is 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 
October 27, 2021 
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Covenant House Academy Detroit 
Management’s Discussion and Analysis 

  

This section of the Covenant House Academy Detroit (the Academy’s”) annual financial report presents 
our discussion and analysis of the Academy’s financial performance during the year ended June 30, 
2021. 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 Detroit 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 Detroit 
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. 

The Academy as a Whole 

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:  
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Covenant House Academy Detroit 
Management’s Discussion and Analysis (Continued) 

 

2021 2020
Assets:
Current and other assets 1,389.8$            1,224.7$             
Fixed assets - leaseholds 1,579.0              -                          

      Total assets 2,968.8              1,224.7               

Liabilities:
Current liabilities 1,840.5              1,136.3               
Noncurrent liabilities 995.0                 -                          
      Total liabilities 2,835.5              1,136.3               

Net position:
Restricted scholarships 51.2                   6.7                      
Unrestricted 82.1                   81.7                    

      Total net position (deficit) 133.3$               88.4$                  

Net Position (Table 1)
(In Thousands)

 

The total net position is an excess of revenue over expenditures during the past five years.  Under the 
terms of the 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 $133.3 
and $88.4 thousand at June 30 2021 and 2020, respectively. Net position restricted for scholarships is 
$51.2 thousand, and $82.1 thousand of 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.  The results of this year’s operations for the 
Academy as a whole are reported in Table 2. 
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Covenant House Academy Detroit 
Management’s Discussion and Analysis (Continued) 

 

2021 2020
Revenues:

Program revenues:
Operating and grants contribution 1,491.5$           1,005.3$          
Charges for services -                        -                       

General revenues:
State aid - unrestricted 4,813.7             4,736.6            
Other 1,420.9             -                       

Total revenues 7,726.1             5,741.9            

Expenses:
Instruction 1,323.2             1,657.4            
Support services 6,274.0             4,109.8            
Community services 84.0                  79.4                 
Other -                        -                       

Total expenses 7,681.2             5,846.6            

Change in net position 44.9                  (104.7)              

Net position, beginning of year -                        193.1               
Net position (deficit), end of year 44.9$                88.4$               

Table 2
(In Thousands)

 

As reported in the statement of activities, the cost of all of our governmental activities this year was 
$7.6 million.   Certain activities were partially funded by other governments and organizations that 
subsidized certain programs with grants and contributions of $1.5 million.  We paid for the remaining 
“public benefit” portion of our governmental activities with $4.8 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 $133.3 
thousand. 
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Covenant House Academy Detroit 
Management’s Discussion and Analysis (Continued) 

 

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 2020-2021 General Fund original budget. Budgeted revenues were 
increased $1,261,465 due to an unexpected change in intermediate and federal sources. 

Budgeted expenditures were also increased by $1,336,465 to account for the increase in general 
administration, purchased school administration and operations resulting from the Academy’s revised 
operating plan due to the additional revenue from Senate bill 690. 

There were significant variances between the final budget and actual amounts, but overall, the net 
change in fund balance between final budget and actual was an increase of $119,859. 

Capital Assets and Debt Administration 
 
Capital Assets 

As of June 30, 2021, the Academy has capital assets with an original cost of approximately $937,600 and 
a net depreciated book value of $0 consisting of computer equipment and furniture. In addition, the 
Academy placed Leaseholds to cover new building in the amount of $1,726,119. 

Debt 

As of June 30, 2021, the Academy debt of $995,000 which was issued to covert the Leaseholds for the 
new building. 
 
Economic Factors and Next Year’s Budgets and Rates 

Our elected officials and administration consider many factors when setting the Academy’s 2021 fiscal 
year 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 2021 fiscal year is 90 percent and 10 percent of the 
October 2020 and February 2020 student counts, respectively.  The 2021 budget was adopted in June 
2020, based on an estimate of students that will be enrolled in October 2020.  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 2021 school year, we anticipate that the fall student count will be near estimates used in 
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Covenant House Academy Detroit 
Management’s Discussion and Analysis (Continued) 

 

creating the 2021 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 

Current assets:
Cash and equivalents 193,436$         
Receivables:
   Other governmental units 1,196,324 
     Total current assets 1,389,760 

Fixed Assets:
   Leasehold Improvements 1,726,119 
   Less: Accumulated Amortization  (147,121)
    Total Fixed Assets 1,578,998 
    Total Assets 2,968,758 

Liabilities:  p y                      
Oversight fees payable 22,084 
Management fees payable 1,646,199 
Unearned revenue 172,196 
     Total  current liabilities 1,840,479 

Noncurrent Liabilities
Long term loan - Gratiot 995,000 
     Total Noncurrent Liabilities 995,000 

     Total Liabilities 2,835,479 
Net position:
Restricted for Board Expenses 51,176 
Unrestricted 82,103 

     Total net position 133,279$         

Covenant House Academy Detroit
Statement of Net Position

 June 30, 2021

Assets:

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 1,323,211$       -$                    1,254,953$       (68,258)$         
  Support services 6,272,109  - 234,645  (6,037,464)
  Community Services 84,048  -  -  (84,048)

Total governmental activities 7,679,368$       -$                    1,489,598$       (6,189,770)      

General revenues:
  State of Michigan school aid unrestricted 4,813,711 
     Total general revenues 4,813,711 

Other:
   Loan Proceeds 995,000 
   YVS Gratiot Donation 425,916 

1,420,916 

Change in net position (Decrease) 44,859 

Net position, beginning of year 88,420 

Net position, end of year 133,279$         

Covenant House Academy Detroit
Statement of Activities

Year Ended June 30, 2021

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 193,436$     
Receivables:

 Other governmental units 1,196,324 

1,389,760$  

22,084$       
1,062,201 

172,196 
1,256,481$  

51,176$       
82,103  

133,279 

1,389,760$  

 Total assets

Liabilities and Fund Balances

Liabilities:
Oversight fees payable
Management fees payable
Unearned revenue

 Total liabilities

Fund Balances:
Assigned for Board Expenses
Unassigned

 Total Fund Balance

Total Liabilities and Fund Balances

Total governmental fund balances 133,279$     
     

Net position of governmental activities 133,279$     

Covenant House Academy Detroit
Balance Sheet

Governmental Fund
June 30, 2021

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) 44,859$        

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

Change in net position of governmental activities (Decrease) 44,859$        

Year Ended June 30, 2021

Covenant House Academy Detroit
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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General 
Fund 

Revenues:
  Local sources 25,355$               
  Intermediate Sources 209,290 
  State sources 4,813,711            
  Federal sources 1,256,893            
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                
          Total revenues 6,305,249            

Expenditures:
 Contract Service Fee:
  Current:
    Instruction:
      Basic programs 837,578               
      Added needs 485,633               

           Total instruction 1,323,211            

    Support services:
      Pupil 763,957               
      Instructional staff 379,092               
      General administration 1,226,120            
      School administration 398,798               
      Businesss 93,577                 
      Operations/maintenance 957,797               
      Transportation  1,500                   
      Central 672,465               

           Total support services 4,493,306            

    Capital Outlay 1,726,119 
    Food Service 26,381 
   Community Service 84,048                 

         Total expenditures 7,653,065            

Excess (deficiency) of revenues over expenditures: (1,347,816)           

Other Financing Sources (Uses):
      Interest expense  (28,243)
      Gratiot loan proceeds 995,000 
      YVS Gratiot donations 425,918 
          Total other financing sources: 1,392,675 

Net change in fund balance 44,859 

Fund balance:
     Beginning of year 88,420 
     End of year 133,279$             

Covenant House Academy Detroit
Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Fund
Year Ended June 30, 2021

The notes to the financial statements are an integral part of the statement.
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Covenant House Academy Detroit 
Notes to the Financial Statements 

June 30, 2021 
 
 

 
Note 1.  Summary of Significant Accounting Policies 
 
The accounting policies of Covenant House Academy Detroit (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 expiring June 30, 2020. Grand Valley State University updated the authorization to 
06/30/2025.  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. 
 
On July 1, 2013, Covenant House Academy Detroit (the Academy), formerly known as 
Covenant House Academy Central, entered into a statutory merger with Covenant House 
Academy East and Covenant House Academy Southwest, with the Academy as the surviving 
entity. The name was changed to Covenant House Academy Detroit and beginning balances 
include those of all three academies. 
 
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  
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Covenant House Academy Detroit 
Notes to the Financial Statements 

June 30, 2021 
(Continued) 

 
 
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. 
 
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 Detroit 
Notes to the Financial Statements 

June 30, 2021 
(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 June 30, 2021, the foundation allowance was based on the pupil membership counts taken 
in October of 2020 and February of 2020. 
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Covenant House Academy Detroit 
Notes to the Financial Statements 

June 30, 2021 
(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, 2020 to August, 2021.  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, 2021, the 
Academy had no investments. 
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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, 2021, 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 7, capital assets purchased with state funds belong to the management company.   
 
Depreciation on all assets purchased with federal funds are depreciated using the straight-line 
method over the following useful lives: 
 
   Furniture and other equipment     5-10 years 
   Computers and Software           5 years 
 
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, 2021. 
 
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 has deferred inflows to report related to unavailable revenue which is reported only on  
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the governmental balance sheet as of June 30, 2021. The governmental funds report unavailable 
revenue from grants. These amounts are deferred and recognized as an inflow of resources in the 
period that the amounts become available. 
 
5.  Government-wide Fund - 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. 
 
Restricted net position – consists of assets that are restricted by the donor of a self-
sustaining endowment award for scholarships. 
 
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 
and prepaid expenditures) 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 
action to remove or change the constraint; 
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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. 

 
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:  
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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 budgets 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. 
 
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, 2021, expenditures exceeded appropriations in the following 
general fund: 
 
                         
  Function-General Fund                                    Amount by which expenditures 
                Exceeded Appropriations                                                                                                                                         
   
  Capital Outlay-Leasehold Imp.                          $1,611,119    
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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, 2021, the Academy’s bank balance of $193,436 was not 
exposed to custodial credit risk, because up to $250,000 was insured by the FDIC.   
 
 
Note 4.  Receivables 
 
Amounts due from other governmental units were as follows: 
                              July and August Sate Aid                                  $    768,037 
                              Federal Grant Receivable                                        430,139 
                              Excess Food Distribution                                          (1,852) 
                              Total Net Receivables                                       $1,196,324 
 
. 
Note 5, Capital Assets 
                                                                                                                     Capital Assets 
Description             Cost                     Accumulated Depreciation                 Net Capital  
Leaseholds-Bldg.  $1,726,119                          $147,121 $1,578,998 
 
 
Note 6.  Note Payable – Revenue Anticipation Note 
 
Revenue anticipation notes are secured by the future receipt of state aid payments.  At June 30, 
2021, the Academy had $-0- outstanding in revenue anticipation notes.   
 
Note 7.  Management Agreement 
 
On July 1, 2013, the Academy entered into an amended management agreement with Youth 
Vision Solutions, a non-profit organization. The term of the contract shall continue until June 30, 
2020. During 2021 Youth Vision Solutions, the management company, Decided not to add new 
terms to the existing contract but to extend it indefinitely with all the same terms. 
 
Under the terms of the management agreement Youth Visions 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  

25



Covenant House Academy Detroit 
Notes to the Financial Statements 

June 30, 2021 
(Continued) 

 
 
Authorizer.  Youth Vision Solutions shall pay back to the Board Spending Account, an amount 
equal to 2% of state per pupil aid reflected in the budget.                                                                      
 
Note 8.  Oversight Fees 
 
On March 6, 2015, the Academy entered into a new five year contract with the Grand Valley 
State University (GVSU) to charter a public school academy.  The contract with GVSU will 
expire on June 30, 2020, On July 1, 2021 existing contract will stay in full force and effect for 
five years.   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.  The 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, 2021, to GVSU, 
was approximately $128,262. 
 
Note 9.  Building Leases 
 
The following leases are executed for purposes of operating a charter school building to house 
the student body of the three high school locations and the Academy administration. 
 
Martin Luther King Jr. Blvd. Campus 
 
On June 30, 2020, the Academy entered into an amended sublease agreement with Covenant 
House Michigan through June 30, 2025 at $17,668 per month.  This sublease is subordinate to 
the terms of the lease between Covenant House Michigan (Lessee) and the Archbishop of the 
Archdiocese of Detroit, (Landlord).  The Academy, for the year ended June 30, 2021, paid 
$17,668 per month for the year ended June 30, 2021.  The Academy paid $212,016 in lease 
expense for the year ended June 30, 2021. 
 
Covenant House Detroit East 
 
On July 1, 2020 the Academy entered into a new lease for their new location at 9100 Gratiot in 
Detroit for the East Campus.  For the first two years the monthly lease amount will be $2,343.75. 
Starting in July 2022 the monthly lease amount will be $5,000 until June 30, 2024.  The 
Academy, for the year ended June 30, 2021 paid a total lease amount of $28,125. 
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25th Street Campus 
 
On June 30, 2020, the Academy entered into an amended lease agreement with Covenant House 
Michigan through June 30, 2025 at $12,514 per month.   The Academy, for the year ended June 
30, 2021, paid $150,168.  
 
The future minimum rental payments for the balance of the leases are: 
 

Year 
Ending

Martin Luther 
King Jr. Covenant House 25th Street

June 30 Blvd Campus Detroit East Campus Total

2022 212,016              28,125               150,168             390,309        
2023 212,016              60,000               150,168             422,184        
2024 212,016              60,000               150,168             422,184        
2025 212,016              -                    150,168             362,184        

848,064              148,125             600,672             1,596,861      
 
Note 10. Long Term Debt (Leasehold Improvements) 
 
The Academy entered into a loan amounting to $995,000 for purposes of relocating the Covenant 
House Detroit East Campus to a new location at 9100 Gratiot, in Detroit, Michigan. The total 
estimated cost of this leasehold is $1.5 million.  The management company would expend 
$600,000 of their funds to the cost of the Leasehold Improvements.  Loan payments are set up as 
$8,667.52 monthly beginning 8/1/21 and ending 8/1/26. 
 

Years Principal Interest Total

2021-2022 40,528$          63,482$          104,010$        
2022-2023 43,242            60,768            104,010          
2023-2024 46,138            57,872            104,010          
2024-2025 49,228            54,782            104,010          
2025-2026 52,526            51,484            104,010          
2026-thereafter 763,338          4,135               767,473          

995,000$        292,523$        1,287,523$     
 
Note 11:  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  
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employees.  The risk of employee injuries and medical benefits for employees of the 
management company is covered by insurance held by the management company discussed in 
Note 7.  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. 
 
Note 12.  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, 2021. 
 
Note 13. Subsequent Events 
 
Evaluation of Events and Transactions 
 
The Academy’s management has evaluated the subsequent events through October 27, 2021, the 
date which the financial statements were available to be issued. Academy’s management has 
concluded that no other subsequent events have occurred that would require recognition or 
disclosure in the financial statements. 
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Variance with
final budget

Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues:
  Local sources 250$          23,300$       25,355$       2,055$         
  Intermediate Sources 211,422     633,974       209,290       (424,684)      
  State sources 3,882,390  4,808,156 4,813,711 5,555           
  Federal sources 1,481,171  1,371,268    1,256,893 (114,375)      

Total revenues 5,575,233 6,836,698 6,305,249  (531,449)
  

Expenditures:
  Current:
   Instruction:
    Basic programs 1,137,635  875,905       837,578       38,327         
    Added needs 595,348 547,622 485,633 61,989         

Total instruction 1,732,983 1,423,527 1,323,211 100,316 

   Support services:
    Pupil 791,759     838,239       763,957 74,282         

Instructional staff 105,724     470,330       379,092 91,238         
    General administration 563,258     1,322,162    1,226,120 96,042         
    School administration 516,210     438,930       398,798 40,132         
    Business 112,880     100,385       93,577 6,808           
    Operations/maintenance 1,016,315  1,123,590    957,797 165,793       
    Transportation 21,750       3,000           1,500 1,500           
    Central 533,350     895,380       672,465 222,915       

Total support services 3,661,246 5,192,016 4,493,306 698,710 

   Other expenses:
Food service 70,000       32,500         26,381         6,119           
Capital outlay 25,000       115,000       1,726,119    (1,611,119)   
Community service 86,004       88,655         84,048         4,607           

Total other expenses 181,004 236,155 1,836,548  (1,600,393)

Total expenditures 5,575,233 6,851,698 7,653,065  (801,367)

Other Financing Sources (Uses):
Interest expense -                60,000 28,243 31,757         
Gratiot leasehold principal -                 -  (995,000) 995,000       
YVS Gratiot donations  -  -  (425,918) 425,918       

Net change in fund balance (Decrease)  -  (75,000) 44,859 119,859 

Fund balance:
Beginning of year 88,420 88,420 88,420 -                   
End of year 88,420$     13,420$       133,279$     119,859$     

Covenant House Academy Detroit
Budgetary Comparison Schedule

General Fund
Year Ended June 30, 2021
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20500 Eureka Road, Suite 300, Taylor, MI  48180    Phone (734) 246-9240   Fax (734-246-8635) 

 
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 

 
 

Covenant House Academy Detroit 
1450 – 25th St.   
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, each major fund, and the aggregate remaining fund information of 
Covenant House Academy Detroit, as of and for the year ended June 30, 2021, and the related 
notes to the financial statements, which collectively comprise Covenant House Academy Detroit’s 
basic financial statements, and have issued our report thereon dated October 27, 2021. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Covenant House 
Academy Detroit’s internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purposes of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Covenant House Academy Detroit’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of Covenant House Detroit’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 if the entity’s financial statements will not be prevented, or detected and 
corrected, on timely basis.  A significant deficiency is a deficiency or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or, significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of the obtaining reasonable assurance about whether Covenant House Academy Detroit’s 
financial statements are free from material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the determination of financial statement amounts.  
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and 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 
October 27, 2021 
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20500 Eureka Road, Suite 300, Taylor, MI  48180    Phone (734) 246-9240   Fax (734-246-8635) 

 
INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH 

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER  
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 

Covenant House Academy Detroit 
1450 – 25th Street 
Detroit, MI  48216 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Covenant House Academy Detroit’s compliance with the types of compliance 
requirements described in the OMB Compliant Supplement that could have a direct and material 
effect on each of Covenant House Academy Detroit’s major federal programs for the year ended 
June 30, 2021.  Covenant House Academy Detroit’s major federal programs are identified in the 
summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of Covenant House Academy 
Detroit’s major federal programs based on our audit of the types of compliance requirements 
referred to above.  We conducted our audit of compliance in accordance with auditing standards 
generally accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  Those standards and the Uniform Guidance require that we plan and perform 
the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major 
federal program occurred.  An audit includes examining, on a test basis, evidence about Covenant 
House Academy Detroit’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program.  However, our audit does not provide a legal determination of Covenant House 
Academy Detroit’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, Covenant House Academy Detroit complied, in all material respects, with the types 
of compliance requirements referred to above that could have a direct and material effect on each 
of its major federal programs for the year ended June 30, 2021. 
 
Report on Internal Control over Compliance 
 
Management of Covenant House Academy Detroit is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to 
above. 
 
In planning and performing our audit of compliance, we considered Covenant House Academy 
Detroit’s internal control over compliance with the types of requirements that could have a direct 
and material effect on each major federal program to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each 
major federal program and to test and report on internal control over compliance in accordance 
with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance.  Accordingly, we do not express an opinion on the 
effectiveness of Covenant House Academy Detroit’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on 
a timely basis.  A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies.  We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance.  

 
Hodges Accounting & Advisory Services 
 
October 27, 2021 
Taylor, Michigan 
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(Deferred) Federal Funds/ (Deferred)
Federal Approved (Memo Only) Accrued Payments Accrued
CFDA Grant Award Prior Year Revenue  In-kind Federal Revenue at

Number Amount Expenditures 7/1/2020 Received Expenditures 6/30/2021
Clusters:

Child Nutrition Cluster:
US Department of Agriculture - Pass through the

State of Michigan Department of Education
National School Lunch Program (2019-2020) 10.555 59,706.36           59,706.36      -                  -                -                  -                    
National School Breakfast Program (2019-2020) 10.553 18,733.00           18,733.00      -                  -                -                  -                    
National School Lunch Program (2020-2021) 10.555 9,950.65             9,950.65         9,950.65          -                    
National School Breakfast Program (2020-2021) 10.553 3,040.33             3,040.33         3,040.33          -                    
USDA Emergency Operating Costs Reimb 10.555 15,200.87           -                15,200.87       15,200.87          

(Project #211965) (2020-2021) 106,631.21         78,439.36      -                  12,990.98      28,191.85       15,200.87          
Food Distribution:

Entitlement Commodities (2019-2020) 10.550 4,165.65             4,165.65        
Entitlement Commodities (2020-2021) 10.550 3,095.60             -                 -                  3,095.60        3,095.60          -                    

7,261.25             4,165.65        -                  3,095.60        3,095.60         -                    

Total Child Nutrition Cluster 113,892.46         82,605.01      -                  16,086.58      31,287.45       15,200.87          

Special Education Cluster:
US Department of Education:

Passed through the Wayne County - RESA:
IDEA:

IDEA Part B
Project number -01011 (2019-2020) 84.027A 174,000.00          174,000.00     25,787.00         25,787.00       -                    
Project number -01011 (2020-2021) 84.027A 164,658.00         -                 -                  114,204.00     164,658.00      50,454.00          

Total Special Education 338,658.00         174,000.00     25,787.00        139,991.00    164,658.00     50,454.00          

Total Direct Programs 338,658.00         174,000.00     25,787.00        139,991.00    164,658.00     50,454.00          

U.S. Department of Education:
Passed through the Michigan Department of Education:

Title I, Part A
Grant # 201530 1920  (2019-2020) 84.010A 479,884.00          478,066.75      155,439.75       155,439.75      -                    
Grant # 211530 2021  (2020-2021) 84.010A 400,257.00          -                 -                  211,383.00     386,863.18      175,480.18        
Improving Basic Programs 880,141.00         478,066.75     155,439.75      366,822.75    386,863.18     175,480.18        

Title II, Part A
Grant # 200520 1920 (2019-2020) 84.367A 19,393.00            19,392.89       13,563.89         13,563.89        -                    
Grant # 210520 2021 (2020-2021) 84.367A 18,667.00            -                 -                  4,880.00         12,436.59        7,556.59            
Improving Teacher Quality 38,060.00           19,392.89      13,563.89        18,443.89      12,436.59       7,556.59            

Title IV, ESSA 
Grant # 200750 1920 (2019-2020) 84.424A 39,839.00            35,514.70       24,121.70         24,121.70        -                    
Grant # 210750 2021 (2020-2021) 84.424A 36,401.00            -                 -                  9,441.00         23,991.70        14,550.70          
Improving Teacher Quality 76,240.00           35,514.70      24,121.70        33,562.70      23,991.70       14,550.70          

Michigan Department of Education 994,441.00         532,974.34     193,125.34      418,829.34    423,291.47     197,587.47        

Covid Relief Funds
Grant 11P 1920  (2019-2020) 21.019 -                      -                   -                  -                    
Grant 11P 1920  (2019-2020) 21.019 188,094.00          -                 -                  188,094.00     188,094.00      -                    
Emergency Relief 188,094.00          -                 -                  188,094.00    188,094.00     -                    

ESSER Formula  Funds (CARES)
Grant # 203710 1920  (2019-2020) 84.425D -                      -                  -                   -                  -                    
Grant # 203710 1920  (2019-2020) 84.425D 362,315.00          -                 -                  216,957.00     348,761.30      131,804.30        
Emergency Relief 362,315.00         -                 -                  216,957.00    348,761.30     131,804.30        

ESSER Education Equity Fund
Grant # 203720  1920  (2019-2020) 84.425D -                      -                  -                   -                  -                    
Grant # 203720  1920  (2019-2020) 84.425D 72,463.00            -                 -                  25,852.00       51,617.27        25,765.27          
Emergency Relief 72,463.00            -                 -                  25,852.00      51,617.27       25,765.27          

Governors Emergency Education Relief Fund
Grant # 201200  2021  (2020-2021) 84.425C -                      -                  -                   -                  -                    
Grant # 201200  2021  (2020-2021) 84.425C 49,198.00            -                 -                  39,857.00       49,184.01        9,327.01            
Improving Basic Programs 49,198.00           -                 -                  39,857.00      49,184.01       9,327.01            
Emergency Relief

Total Federal Awards 2,119,061.46      789,579.35     218,912.34      1,045,666.92 1,256,893.50   430,138.92        

CHA Detroit
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2021

Program Title/Project Number Subrecipient Name
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Covenant House Academy Detroit 
Notes to Schedule of Expenditures of 

Federal Awards for the Year Ended June 30, 2021 
 
 
Note 1 – Basis of Presentation  
 
The accompanying schedule of expenditures of federal awards (the Schedule) includes the 
federal grant activity of Academy for Business and Technology and is presented on the accrual 
basis of accounting.  The information in this schedule is presented in accordance with the 
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.  
Because the Schedule presents only a selected portion of the operations of Covenant House 
Detroit, it is not intended to and does not present the financial position, changes in net position of 
Covenant House Academy Detroit.   
 
Note 2 – Summary of Significant Accounting Policies 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, 
wherein certain types of expenditures are not allowable or are limited as to reimbursement. 
 
Note 3 – Grant Section Auditor’s Report and Grant Auditor Report 
 
Management has utilized the Grants Section Auditors Report (Form R-7120) in preparing the 
Schedule of Expenditures of Federal Awards.  Unreconciled differences, if any, have been 
disclosed to the auditor. 
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Covenant House Academy Detroit 
Schedule of Findings and Questioned Costs 

For the Year Ended June 30, 2021 
 
 

Financial Statements 
Type of auditor’s report issued:  Unmodified 
 
Internal control over financial reporting: 
• Material weakness (es) identified?              _____Yes     X   No 
• Significant deficiencies                _____Yes   X   None  
                  reported 
 
Noncompliance material to financial statements noted?           Yes    X   No 
 
Federal Awards 
Internal control over major programs: 
 
• Material weakness (es) identified?              _____Yes    X   No 
• Significant deficiencies identified                                    Yes    X   None  
                                    reported  
 
Type of auditor’s report issued on compliance for major programs:  Unmodified 
 
Any audit findings disclosed that are required  
to be reported in accordance with                                                                                                     
2 CFR 200.516(a)?                     Yes      X   No 
 
Identification of major programs: 
 
CFDA Number(s)  Name of Federal Program or Cluster 
 
84.010    US Department of Education, Title I, Part A: Improving Basic 

Programs 
 
Dollar threshold used to distinguish between 
type A and type B programs:     $750,000 
 
Auditee qualified as low-risk auditee?      X  Yes       No 
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Covenant House Academy Detroit 
Schedule of Findings and Questioned Costs  

For the Year Ended June 30, 2021 
(Continued) 

 
 

 
GOVERNMENT AUDITING STANDARDS FINDINGS 

 
None 

 
 
 
 
 
 
 

FEDERAL PROGRAM AUDIT FINDING 
 
 

None.
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Covenant House Academy Detroit 
Summary Schedule of Prior Audit Findings 

For the Year Ended June 30, 2021 
 
 

 
GOVERNMENT AUDITING STANDARDS FINDINGS 

 
 

None 
 
 
 
 
 
 
 

FEDERAL PROGRAM AUDIT FINDING 
 

None 
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