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INDEPENDENT AUDITOR’S REPORT 

 
 
To the Board of Directors of 
Light of The World Academy 
 
We have audited the accompanying financial statements of the governmental activities, and the 
major fund of Light of The World Academy (the Academy) as of and for the year ended June 30, 
2016, 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 of 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 controls relevant to the Academy’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 of the effectiveness of the Academy’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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Auditor’s Responsibility (Continued) 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and the major fund of the Academy as 
of June 30, 2016 and the respective changes in financial position for the year then ended, in 
accordance with accounting principles generally accepted in the United States of America.  

 
Other Matters 
 
Required Supplement Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and budgetary comparison information as identified in the 
table of contents be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 1, 2016 on our consideration of the Academy’s internal control over financial reporting 
and on our tests of its compliance with certain provisions of law, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Academy’s internal control over financial reporting and compliance. 
 

 
Detroit, Michigan  
December 1, 2016 
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As management of Light of The World Academy (the “Academy”), we offer readers of the 
Academy’s basic financial statements this narrative overview and analysis of the financial 
activities of the Academy for the year ended June 30, 2016.  

Management’s discussion and analysis is included at the beginning of the Academy’s basic 
financial statements to provide, in layman’s terms, the current position of the Academy’s 
financial condition. This summary should not be taken as a replacement for the audit, which 
consists of the basic financial statements and other supplementary information. 

FINANCIAL HIGHLIGHTS  

Our basic financial statements provide these insights into the results of this year’s operations.  

 As of June 30, 2016, the Academy’s general fund balance was $43,944. 

 During the year, the Academy purchased a building for their school facility at 550 East 
Hamburg Street.  This purchase was financed with long-term debt that will be paid 
through 2021. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS  
This discussion and analysis is intended to serve as an introduction to the Academy’s basic 
financial statements. The Academy’s basic financial statements are comprised of three 
components: 1) government‐wide basic financial statements, 2) fund basic financial statements, 
and 3) notes to the basic financial statements.  

Government‐Wide Financial Statements 

The government‐wide financial statements are designed to provide readers with a broad 
overview of the Academy’s finances, in a manner similar to a private sector business.  

The statement of net position presents information on all of the Academy’s assets, liabilities, 
and deferred inflows/outflows of resources, with the difference between the two reported as net 
position. Over time, increases or decreases in net position may serve as a useful indicator of 
whether the financial position of the Academy is improving or deteriorating.  

The statement of activities presents information showing how the Academy’s net position 
changed during the year. All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 
revenues and expenses are reported in this Statement for some items that will only result in 
cash flows in future fiscal periods (e.g. uncollected revenues and services rendered but unpaid).  

The government‐wide financial statements include all governmental activities that are principally 

supported by grants and entitlements from the state for full‐time equivalent funding. The 
Academy does not have any business‐type activities. The governmental activities of the 
Academy primarily include instruction and instructional support services. 

The government‐wide basic financial statements can be found on pages 1 and 2 of this report.  
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Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The Academy, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with 
finance‐related legal requirements.  

Governmental Funds 

Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government‐wide financial statements. However, unlike the 

government‐wide basic financial statements, governmental fund basic financial statements 
focus on near‐term inflows and outflows of spendable resources, as well as balances of 
spendable resources available at the end of the fiscal year. Such information may be useful in 
evaluating the Academy’s near‐term financing requirements.  

Because the focus of governmental funds is narrower than that of the government‐wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government‐wide financial statements. 

By doing so, readers may better understand the long‐term impact of the Academy’s near‐term 
financing decisions. Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures and change in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities.  

The Academy maintains one governmental fund, the general fund. Information is presented in 
the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures and change in fund balances. The General Fund is considered to be the 
Academy’s major fund.  

The Academy adopts an annual budget for its governmental funds. A budgetary comparison 
statement has been provided for the General Fund to demonstrate compliance with the budget.  

The governmental fund financial statements can be found on pages 3 and 5 of this report.  

Notes to Basic Financial Statements 

The notes provide additional information that is essential for a full understanding of the data 

provided in the government‐wide and fund financial statements. The notes to basic financial 
statements can be found on pages 7 through 13 of this report. 
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GOVERNMENT‐WIDE FINANCIAL ANALYSIS  
 
This is the Academy’s first year of operations; therefore, comparative government-wide data is 
not presented.  The Academy’s net position was ($318,646) at June 30, 2016. 
 
Our analysis in the table below focuses on the net position of the Academy’s governmental 
activities:  
 
Governmental Activities 
 
The results of the operations for the Academy as a whole are reported in the statements of net 
position and activities on pages 1 and 2. The table below provides a condensed presentation of 
the Academy under the full accrual basis. 
 

June 30, 2016

Assets

Current  Assets 208,674$          

Noncurrent Assets 299,917            

Total Assets 508,591            

Liabilities

Current Liabilities 164,730            

Long-term Liabilities 662,507            

Total Liabilities 827,237            

Net Position

Unrestricted (318,646)           

Total Net Position  (318,646)$         
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Governmental Activities - (Continued) 

June 30, 2016

Revenue:

General Revenues 1,031,915$        

Program Revenues 11,612               

Total Revenues 1,043,527          

Functions/Program Expenses:

Instruction 574,873             

Instruction Support Services 787,300             

Total Expenses 1,362,173          

Change in Net Position  (318,646)$         

 

GOVERNMENTAL FUND EXPENDITURES 

In the table below, we have presented the cost of the largest functions/programs as a 
percentage of total general funds:  
 

Functions/Programs Expenditure Percent

Governmental Expenditures:

Instructional Expenditures 574,873$         35%

Pupil Support Services 31,735             2%

Instructional Staff Services 702                  <1%

General Administration 250,836           15%

School Administration Services 62,359             4%

Business 261,212           16%

Operations and Maintenance 153,525           9%

Central Services 18,126             1%

Capital Outlay 305,000           18%

Payment on Long-Term Debt 6,215               <1%

     Total Governmental Expenditures 1,664,583$      100%

2016
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BUDGET  

 General fund budgeted revenue compared to actual revenue varied from line item to line 

item with the ending actual revenue being $163,273 less than the final budget, or 
approximately 14%. 

 General fund budgeted expenses compared to actual expenses varied from line item to 

line item with the ending actual expenses being $475,937 more than the budget, or 
approximately 40%. 

CAPITAL ASSETS AND DEBT ADMINISTRATION  
 
Capital Assets  

At June 30, 2016, the Academy had $305,000 in capital assets, which was the building 
purchased for school facilities. 

Debt  

At June 30, 2016, the Academy had $662,507 in outstanding long term debt.  This debt is 
scheduled to be paid through 2021. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET  

 
The Academy considers many factors when setting the Academy’s 2016-2017 fiscal year 
budgets. 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 2016-17 fiscal years is 90 percent of the current 
school year October count and 10 percent of the prior February count.  
 
Under State law, the Academy cannot assess property taxes for additional revenue for general 
operations. As a result, the Academy is heavily dependent on the State’s ability to fund school 
operations.  
 
Once the final student count and related pupil funding are 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 revenue to fund its appropriations to public schools and public school 
academies. The State periodically holds a revenue estimating conference to estimate revenues. 

 
REQUESTS FOR INFORMATION  

If you have questions about this report or need additional information, please contact GPS 
Solutions, 30777 Northwestern Highway, Ste. 104, Farmington Hills, Michigan 48334. 
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Governmental

Activities

Assets

Cash and Cash Equivalents (Note 3) 28,459$          

Due From Other Governmental Units (Note 4) 180,215          

Capital Assets, Net of Accumulated Depreciation (Note 8) 299,917          

     Total Assets 508,591          

Liabilities

Accounts Payable 119,465

Loan Payable  (Note 6) 45,265            

Long Term Liabilities (Note 7)  

  Due Within One Year 30,930            

          Due in more than one year  Due in More than One Year 631,577          

     Total Liabilities 827,237          

Net Position 

Unrestricted (318,646)         

      Total Net Position (318,646)$       
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Governmental 

Activities

Net (Expenses)

Operating Revenues and

Charges for Grants and changes in 

Expenses Services Contributions Net Position

Governmental Activities

Basic Instruction 550,297$     -$                  5,073$              (545,224)$          

Instruction - Added Needs 24,576         -                    -                       (24,576)              

Supporting Services:

Pupil Support Services 31,735 -                    6,539 (25,196)              

Instructional Staff Services 702              -                    -                       (702)                   

General Administration 250,836       -                    -                       (250,836)            

School Adminstration 62,359         -                    -                       (62,359)              

Business 264,934       -                    -                       (264,934)            

Operations/Maintenance 153,525       -                    -                       (153,525)            
Central 18,126         -                    -                       (18,126)              

Depreciation - Unallocated 5,083 -                    -                       (5,083)                

Total Governmental Activities 1,362,173    -                    11,612              (1,350,561)         

General Revenues 

State Aid - Formula Grants 995,803             

Other Revenue 36,112               

Total General Revenues 1,031,915          

Change in Net Position (318,646)            

Net Position - 

July 1, 2015 -                         

Net Position - 

June 30, 

2016 (318,646)$          

Functions/Programs

Program Revenues
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General

Fund

ASSETS

Cash and Cash Equivalents (Note 3) 28,459$               

Due From Other Governmental Units (Note 4) 180,215               

     Total Assets 208,674$             

LIABILITIES AND FUND BALANCES

Liabilities

Accounts Payable 119,465$             

Loan Payable 45,265                 

     Total Liabilities 164,730               

Fund Balance

   Unassigned 43,944                 

     Total Fund Balance 43,944                 

     Total Liabilities and Fund Balances 208,674$             
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Total Fund Balances - Governmental Funds 43,944$    

Amounts reported for Governmental Activities in the 

Statement of Net Assets are different because:

Capital assets used in Governmental Activities are not 

financial resources and therefore, not reported as assets 

in Governmental Funds:

Cost of Capital Assets 305,000       

Accumulated Depreciation (5,083)          299,917    

Long -Term Liabilities are not due and payable in the 

current period are not reported in the Governmental 

Funds (662,507)   

Total Net Position - Governmental Activities (318,646)$ 
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 General

Fund 

Revenue

State Sources 1,007,415$             

Local Sources 36,112                    

     Total Revenue 1,043,527               

Expenditures

Basic Instruction 550,297$                

Instruction - Added Needs 24,576                    

Supporting Services:

    Pupil support Services 31,735

Instructional Staff Services 702                         

General Administration 250,836                  

School Administration 62,359                    

Business 261,212                  

Operations/Maintenance 153,525                  

Central 18,126                    

Capital Outlay 305,000                  

Payment on Long-Term Debt 6,215                      

     Total Expenditures 1,664,583               

Deficiency of Revenue over Expenditures (621,056)                

Other Financing Sources

Proceeds from Long-Term Debt 665,000                  

Net Change in Fund Balance 43,944                    

Fund Balance - July 1, 2015 -                             

Fund Balance - June 30, 2016 43,944$                  
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Change in Fund Balance - Total Governmental Funds 43,944$           

Governmental Funds report Capital Outlay as expenditures;

in the statement of activities these costs are allocated over

their estimated useful lives as depreciation:

Capital Outlay 305,000

Depreciation Expense (5,083)

Proceeds from Long-term debt recorded as other financing

sources in governmental funds, recorded as liability in

statement of activities. (665,000)

Repayment of Long-term debt is an expenditure in the

governmental funds, but not the statement of activities

(where it reduces long-term debt) 2,493

 Net Position - Governmental Activities (318,646)$        
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of Light of The World Academy (the Academy) conform to 
generally accepted accounting principles as applicable to schools. The following is a 
summary of the significant policies: 
 
Reporting Entity 
 
Light of The World Academy is a nonprofit corporation and a public school academy 
corporation organized under the Michigan Nonprofit Corporation Act, as amended, Act 
No. 162 of the Public Acts of 1982, being Sections 450.2101 to 450.3192 of the 
Michigan Compiled Laws. Notwithstanding any provision of the Michigan Nonprofit 
Corporation Act, as amended, the Academy shall not take any action inconsistent with 
the provisions of Part 6A of the Code or other Applicable Law. 
 
On July 1, 2015 the Academy entered into a contract with the Grand Valley State 
University Board of Trustees to Charter a Public School Academy. The Grand Valley 
State University Board of Trustees is the fiscal agent for the Academy and is responsible 
for overseeing the Academy’s compliance with the Contract and all applicable laws and 
other related activities for which compensation is permissible. By agreement between 
Grand Valley State University and the Academy, the Academy pays the Grand Valley 
State University Board of Trustees 3 percent of the Academy’s State School Aid 
Payments as an administrative fee. Administrative fees paid for the year ended June 30, 
2016 to Grand Valley State University were approximately $30,000. 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
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 activities of the Academy. 
Governmental activities, which normally are supported by intergovernmental revenues, are 
reported separately from business-type activities, which rely to a significant extent on fees 
and charges for support. All of the Academy’s activities are considered governmental 
activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a 
given function or segments are offset by program revenues. Direct expenses are those 
that are clearly identifiable with a specific function. Program revenue includes (1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, 
services or privileges provided by a given function and (2) grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular function. 
Intergovernmental payments, and other items not properly included among program 
revenues are reported instead as general revenue. The Academy operates one fund, the 
general fund.  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (Continued)  
 

Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
(Continued) 
 
Government-Wide Financial Statements – The Government-wide financial statements 
are reported using the economic resources measurement focus and the accrual basis of 
accounting. Revenue is recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing to related cash flows. Grants, categorical aid, 
and similar items are recognized as revenue as soon as all eligibility requirements 
imposed by the provider have been met. 
 
When an expense is incurred for purposes for which both restricted and unrestricted net 
assets or fund balance are available, the Academy’s policy is to first apply restricted 
resources. When an expense is incurred for purposes which amounts in any of the 
unrestricted fund balance classifications could be used, it is the Academy’s policy to spend 
funds in this order: committed, assigned, and unassigned. 
 
Fund Financial Statements – Governmental fund financial statements are reported 
using the current financial resources measurement focus and the modified accrual basis 
of accounting. Revenue is recognized as soon as it is both measurable and available. 
Revenue is considered to be available if it is collected 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. 
 
Unrestricted State aid and intergovernmental grants, associated with the current fiscal 
period are all considered to be susceptible to accrual and so have been recognized as 
revenue of the current fiscal period. All other revenue items are considered to be 
available only when cash is received by the Academy. 
 
General Fund - The Academy’s major fund is the General Fund. This fund is used to 
account for all operational activities of the Academy. The General Fund includes the current 
operating expenditures of the Academy. Revenues are derived primarily from the State of 
Michigan. 
 
Assets, Liabilities, and Net Position or Equity 
 
Cash and Cash Equivalents – Cash and cash equivalents include cash on hand, 
demand deposits, and short-term investments with a maturity of three months or less 
when acquired.  
 
Receivables and Payables – Receivables are shown net of an allowance for uncollectible 
amounts. The Academy considers all receivables to be fully collectible; accordingly, no 
allowance for uncollectible amounts has been recorded. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (Continued)  
 
Assets, Liabilities, and Net Position or Equity 
 
Capital Assets – Capital assets, which include the building, are reported in the 
applicable governmental column in the Academy-wide financial statements. Capital 
assets are defined by the Academy as assets with an initial individual cost of more than 
$2,500 and a useful life greater than one year. Such assets are recorded at historical 
cost. Donated capital assets are recorded at estimated fair market value at the date of 
donation. Cost of 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. Capital Assets are depreciated using the straight-line method 
over the following useful lives: 
 
    Buildings  30 years 
 
Deferred Outflows of Resources – In addition to assets, the statement of financial 
position will sometimes report a separate section for deferred outflows of resources. This 
separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to a future periods(s) and will not be recognized 
as an outflow of resources (expense/expenditure) until then. The Academy has no 
deferred outflows of resources at June 30, 2016. 
 
Deferred Inflows of Resources – In addition to liabilities, the 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 that time. The governmental funds report unavailable 
revenues, which arises only under a modified accrual basis of accounting, from grants 
receivable. These amounts are deferred and recognized as an inflow of resources in the 
period that the amounts become available.  The Academy has no deferred inflows of 
resources at June 30, 2016. 
 
Fund Balance – GASB 54 provides for two major types of fund balances, which are 
non-spendable and spendable. Non-spendable fund balances are balances that cannot 
be spent because they are not expected to be converted to cash or they are legally or 
contractually required to remain intact. This category typically includes prepaid items and 
inventories.  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (Continued)  
 
Fund Balance (Continued) 
 
In addition to non-spendable fund balance, GASB 54 has provided a hierarchy of 
spendable fund balances, based on a hierarchy of spending constraints.  
 
a. 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.  

 
b. Committed fund balance – amounts constrained to specific purposes by the 
 Board; to be reported as committed, amounts cannot be used for any other 
 purpose unless the Board takes action to remove or change the constraint. 
 
c. Assigned fund balance – amounts the Board intends to use for a specific 

purpose; intent can be expressed by the Board or by an official or committee to 
which the Board delegates the authority.  

 
d.  Unassigned fund balance – amounts that are available for any purpose; these 

 amounts are reported only in the general fund. 
 
Use of Estimates - The preparation of the financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the amounts of assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial 
statement, and the reported revenues and expenses during the reporting period. Actual 
results may differ from those estimates.  
 

2) STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 
Budgetary Information – Annual budgets are adopted on a basis consistent with 
generally accepted accounting principles and State law for the General Fund. All annual 
appropriations lapse at fiscal year ended. 
 
The budget document presents information by fund, function, and object. The legal level 
of budgetary control adopted by the governing body (i.e., the level at which expenditures 
may not legally exceed appropriations) is the object level. State law requires the 
Academy to have its budget in place by July 1. Expenditures in excess of amounts 
budgeted are a violation of Michigan law. State law permits schools to amend their 
budgets during the year.  
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2) STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued) 
 

The following represent the areas where the Academy’s expenditures were in excess of 
the budget: 
 

Budget Actual Variance

Instructional Services 539,702$        550,297$        10,595$        

Added Needs 17,280           24,576            7,296           

Pupil Support Services 23,200           31,735            8,535           

Instructional Staff Services -                    702                702              

General Administration 178,220          250,836          72,616         

Business Services 42,000           261,212          219,212        

Capital Outlay -                    305,000          305,000        

Payments on Long-term Debt -                    6,215             6,215           

 
 

3) DEPOSITS AND INVESTMENTS 
 
The Academy has designated one bank for deposit of its funds. 
 
The Academy’s cash and investments are subject to several types of risk, which are 
examined in more detail below: 
 
Custodial Credit Risk of Bank Deposits 
 
Custodial credit risk is the risk that in the event of bank failure, the Academy’s deposits 
may not be returned to it. At the year end, the Academy had a deposit balance of 
$37,674, all of which was covered by federal depository insurance. 
 
The Academy evaluates each financial institution it deposits funds with and assesses the 
level of risk of each institution; only those institutions with an acceptable estimated risk level 
are used as depositories. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that value of investments will decrease as a result of a rise in 
interest rates. The Academy does not have investments with interest rate risk. 
 
Credit Risk 
 
State law limits investments in commercial paper to the top two ratings issued by 
nationally recognized statistical rating organizations. The Academy held no such 
investment at June 30, 2016. 
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3) DEPOSITS AND INVESTMENTS (Continued) 
 
Foreign Currency Risk 
 
Foreign currency risk is the risk that an investment denominated in the currency of a 
foreign country could reduce its U.S. dollar value, as a result of changes in foreign 
currency exchange rates. State law prohibits investment in foreign currency. 
 

4) DUE FROM OTHER GOVERNMENTAL UNITS 
 
Receivables from other governmental units as of year-end for the Academy include 
$180,215 from the State of Michigan. 
 

5) MANAGEMENT COMPANY AGREEMENT 
 
The Academy has entered into a contract with GPS Solutions, LLC Under the direction 
of the Academy’s Board, GPS Solutions, LLC shall be responsible for all of the 
management, operation, administration, and education at the Academy, by providing 
certain services directly to the Academy, subcontracting for certain services, and 
overseeing other contractors. The management contract may be terminated under 
various circumstances as defined in the management agreement. The agreement runs 
through June 30, 2020. For services rendered, GPS Solutions, LLC   is entitled to a fixed 
percentage of the Academy’s revenues as agreed to by GPS Solutions, LLC and the 
Academy, with the fee equal to at least 8% of revenues, and payroll fees for each 
academic year, the management fees for the year ended June 30, 2016 were 
approximately $75,000. 
 

6) LOAN PAYABLE 
 
The Academy entered into an agreement with Charter School Capital. This loan is 
guaranteed by the Academy’s State Aid payments, carries an interest rate of 9.9% and 
is payable in nine monthly principal and interest payments through August 2016 Monthly 
payments are $22,913. The balance on this loan was $45,265 at June 30.2016. 
 

7) LONG TERM DEBT 
 
The Academy entered into two loan agreements with OSB Community Bank dated May 
13, 2016 totaling $665,000 to purchase a building at 550 East Hamburg, Pinckney, 
Michigan, for the school facility. The interest rate on both loans is 6.5% with a maturity 
date of May 31, 2021. Monthly payments on these loans are $3,568 and $2,647 
respectively. The total balance on these loans at June 30, 2016 was $662,507. Both 
loans are collateralized by the purchased real property. 



LIGHT OF THE WORLD ACADEMY 

Notes to Financial Statements (Continued) 
June 30, 2016 

 
 

13 

 
7) LONG TERM DEBT (Continued) 

 
Long -term obligation can be summarized as follows: 
 

Year Ended June 30, Principal Interest Total

2017 30,930$        42,735$          73,665$         

2018 31,738          40,674           72,412           

2019 32,606          38,554           71,160           

2020 33,451          36,476           69,928           

2021 533,782        35,054           568,836         

                  Total 662,507$       193,493$        856,000$       

 
 

8) CAPITAL ASSETS 
 
Capital assets of the School’s governmental activities were as follows: 
 

Balance 

July 1, 2015 Additions

Balance      

June 30, 2016

Capital Assets Being Depreciated:

     Building -$                305,000$     305,000$       

 

     Subtotal 305,000       305,000         

Accumulated Depreciation:

     Building -                  (5,083)          (5,083)            

    Subtotal -                  (5,083)          (5,083)            

Net Governmental Capital Assets -$                299,917$     299,917$       

 
 

9) SUBSEQUENT EVENTS 
 
The Academy has evaluated all subsequent events through December 1, 2016, the date 
the financial statements were available to be issued. No subsequent event was noted that 
required adjustments or disclosures on the financial statements. 
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                  www.alancyoung.com 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 

To the Board of Directors of  
Light of The World Academy 
Detroit, Michigan 
 
We have audited in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities, and major fund of Light of The World Academy (the 
Academy) as of and for the year ended June 30, 2016, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 1, 2016.  
 
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 
statement, 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 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 and therefore, material weaknesses or 
significant deficiencies may exist that were not identified.  We did identify certain deficiencies in 
internal control, described in the accompanying schedule of findings and questioned costs that 
we consider to be a material weakness (item 2016-001). 
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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 instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards.  This noncompliance is detailed in items 2016-002 and 2016-003 in the attached 
Exhibit A. 
 
Response to Finding 
 
The Academy’s response to the findings identified in our audit is described in the accompanying 
Exhibit A. The Academy’s response was not subject to the auditing procedures applied in the 
audit of the financial statements and accordingly, we express no opinion on it. 
 
We noted certain matters that we reported to management of the Academy in a separate letter 
dated December 1, 2016. 
 
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 Academy’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 organization’s 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 
 

 
Detroit, Michigan 
December 1, 2016 
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Reference   
Number  Findings 

   
2016-001  Condition – Deficient General Ledger 

   
  Finding Type – Material Weakness 
   
  For the year ended June 30, 2016, there were numerous errors within the 

general ledger originally provided by the Academy.  Virtually every balance 
sheet and revenue account had errors and did not agree to supporting 
documentation.  Although the Academy was ultimately able to make the 
necessary adjustments and provide accurate numbers this delayed the 
audit process significantly.  Additionally, the errors in the original balances 
indicate that throughout the year, the Academy was unable to properly 
monitor their financial position. 

   
  Recommendation – We recommend that the Academy post transactions 

to their general ledger on a timely and accurate basis.  Since the Academy 
has debt service obligations over the next five years, it is even more critical 
that they understand their financial position.  

   
  Response – The Academy has put a new financial team in place for the 

16-17 school year.  The Academy will ensure that all transactions are 
posted to the general ledger on a timely and accurate basis and agree to 
supporting documentation going forward. 
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Reference   
Number  Findings 

   
2016-002  Condition – Expenses In Excess of Budget 

   
  Finding Type – Noncompliance with Laws and Regulations 
   
  For the year ended June 30, 2016 the Academy’s expenses exceeded the 

final budgeted level in a number of line items.  Expenditures in excess of 
budgeted amounts are a violation of Michigan Law. 
 

Budget Actual Variance

Instructional Services 539,702$    550,297$      10,595            

Added Needs 17,280       24,576          7,296              

Pupil Support Services 23,200       31,735          8,535              

General Adminstration 178,220      250,836        72,616            

Instructional Staff Services -                702              702                

Business Services 42,000       264,934        222,934          

Capital Outlay -                305,000        305,000          

Payments on Long-term Debt -                2,493            2,493              

 
  Recommendation – We recommend that the Academy strive to keep 

expenditures within budgeted levels.  Budgets should also be amended as 
circumstances change, rendering original budgets unrealistic. 

   
  Response – The Academy has put a new financial team in place for the 

16-17 school year.  The Academy will ensure that expenditures are within 
budgeted levels, and that the budget is amended appropriately as 
circumstances change going forward.   
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Reference   
Number  Findings 

   
2016-003  Condition – Late Submission of Audit Report  

   
  Finding Type – Noncompliance with Laws and Regulations 
   
  Under State law, School districts in the State of Michigan are required to 

submit audits by November 1.  Due to problems within the Academy’s 
general ledger, their audit report was not submitted on a timely basis. 

   
  Recommendation – We recommend the Academy put high priority on the 

accounting function and prevent this situation from occurring again. 
   
  Response – The Academy has put a new financial team in place for the 

16-17 school year.  The Academy will ensure that accounts are reconciled 
promptly after the close of the school year and that records are available for 
audit on a timely basis so that the audit can be filed on time in the future.   
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Original Final Over (Under)

Budget Budget Actual Final Budget

Revenue  

Federal Sources 24,800$             24,800$       -$                  (24,800)$          

State Sources 1,152,000          1,152,000    1,007,415      (144,585)          

Local Sources 30,000               30,000         36,112           6,112               

            Total Revenue 1,206,800          1,206,800    1,043,527      (163,273)          

Expenditures

Instructional Services 539,702             539,702       550,297         10,595             

Added Needs 17,280               17,280         24,576           7,296               

Supporting Services:  

Pupil Support Services 23,200               23,200         31,735           8,535               

Instructional Staff Services -                         -                   702                702                  

General Administration 178,220             178,220       250,836         72,616             

School Administration 122,096             122,096       62,359           (59,737)            

Business 42,000               42,000         261,212         219,212           

Operations/Maintenance 246,148             246,148       153,525         (92,623)            

Central 20,000               20,000         18,126           (1,874)              

Capital Outlay -                         -                   305,000         305,000           

Payments on Long-term Debt -                         -                   6,215             6,215               

        Total Expenditure 1,188,646          1,188,646    1,664,583      475,937           

Excess of Revenue over Expenditures 18,154               18,154         (621,056)       (639,210)          

Other Financial Sources

Proceeds from Long-term Debt -                         -                   665,000         665,000           

Net Change in Fund Balance 18,154               18,154         43,944           25,790             

Fund Balance - July 1, 2015 -                         -                   -                    -                       

Fund Balance - June 30, 2016 18,154$             18,154         43,944$         25,790$           

 
 


