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Independent Auditor’s Report

To the Board of Directors
Universal Learning Academy

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining information of Universal Learning Academy, as of and for the year ended
June 30, 2015, 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 Statemenis

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 tinancial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the Unifed States of America and
the standards applicable to financial audits contained in Governmment Auditing Standards, issued by the
Comptroller General of the Unifed 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. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Members: AI.C.P.A. and M.I.C.P.A.



To the Board of Directors
Universal Learning Academy

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 Universal Learning Academy as of June 30, 2015, and the respective changes in
financial position for the year then ended in accordance with accounting principles 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 the 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 Government Auditing 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 inquires of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquires, 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 Universal Learning Academy’s basic financial statements. The nonmajor funds combining
statement of revenues, expenditures, and changes in fund balances — special revenue funds is presented
for purposes of additional analysis and is not a required part of the basic financial statements.

The nonmajor funds combining statement of revenues, expenditures, and changes in fund balances,
statement of revenue and expenditures — budget and actual are 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 accepted in the United States of America. In our opinion,
the nonmajor funds combining statement of revenues, expenditures, and changes in fund balances,
statement of revenue and expenditures — budget and actual are fairly stated in all material respects in
relation to the basic financial statements as a whole,



To the Board of Directors
Universal Learning Acadenmy

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 20,
2015, on our consideration of Universal Learning 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 to describe the scope of our testing of 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 Universal Learning Academy’s internal
control over financial reporting and compliance.

Wilberson & Hssodate PL

October 20, 2015




Universal Learning Academy
28015 Joy Road
Westland, Michigan, 48185

Management's Discussion and Analysis
For the Fiscal Year Ended June 30, 2015

This section of Universal Learning Academy's (the Academy) annual financial report
presents discussion and analysis of the Universal Learning Academy's Financial
Performance during the year ended June 30, 2015. It should be read in conjunction with
the Academy's financial statements, which immediately follow this section,

Universal Learning Academy is a public school academy that is anthorized by Bay Mills
Community College, and was established in 2004.

The Academy is required to implement the provisions of Governmental Accounting
Standards Board Statement No. 34 (GASB No. 34) in its financial statement presentation,
This accounting standard requires the reporting of two types of financial statements:
District-wide Financial Statements and Fund Financial Statements.

The financial report is only one measure of an Academy's viability. An Academy's goal is
to provide educational services to the students, not to generate profits as commercial
entities do. Consideration should also be given to other non-financial factors, such as the
quality of the education provided and safety of the schools in the assessment of the
overall health of a school's district.

District-Wide Financial Statements

The District-Wide Financial Statements provide information about the activities of the
Academy as a whole, presenting both an aggregate view of the Academy's finances and a
long-term view of those finances. District-Wide Statements are presented on a full
accrual basis, which is the primary accounting method, used in private industry. The
Statement of Net Position reports all the Academy's assets regardless if they are available
for current use or legally restricted, and all of its liabilities, both short-term and long-
term. The Statement of Activities reports all of the Academy's revenues and expenses by
type of activity.

Fund Financial Statements

The Academy segregates resources and activities in separate Funds (or entities); each
used for a specific purpose to facilitate accountability for those resources. The Fund
Financial Statements provide a detailed short-term view of the operations of a School




District's vatious fiscal components, not a long-term view of the School District's as a
whole. It provides information as to the amount of financial resources that can be spent in
the- near future to finance programs. It also provides information about the School
District's most significant Funds - the General Fund (the Academy's principal operating
Fund), Debt Service Fund, and its non-major Funds, which are grouped together and
presented as Other Governmental Funds. The Academy's non-major Funds are Food
Service, Capital Projects, and Future Obligations. Fund Financial Statements are
presented on a modified accrual basis. Only those assets that are measurable and
currently available are reported. Liabilities are recognized to the extent that they can be
paid using current financial resources.

The School District as a Whole

As discussed above, the Statement of Net Position provides information of the Academy
as a whole. Table 1 provides a summary of Universal Learning Academy's net position as
of June 30, 2015.

Table 1-Summary of Universal Learning Academy's Net Position.

Governmental
Activities
Assets , 2615 2014
Current and other Assets $ 3,386,720 $ 3,300,688
Capital Assets — Net of Accumulated Depreciation 10,274,829 10,723,707
Total Assets 13,661,549 14,024,395
Liabilities
Current Liabilitics 1,134,101 1,513,559
Long-Term Liabilities 10,555,000 10,690,000
Total Liabilities 11,689,101 12,203,559
Net Position
Invested in capital assets (280,171) 33,707
Restricted 585,483 585,717
Unrestricted 1,667,136 1,201,412
Total Net Position $ 1,972,448 $ 1.820,836

Net position of assets held in trust at year-end was $1,972,448. The Academy's net
investment in Capttal Assets was $ (280,171). The $1,667,136 in unrestricted net position
represents the cumulative opetating results for the year ended June 30, 2015 and all prior
years.




The Academy's total Net Position increased $151,612 during the fiscal year ended June
30, 2015 (please refer to Table 2 below). The cost to operate the Academy's programs
was $6,604.495. Partially funding these programs were charges for services and grant
revenues totaling $875,867. The remaining cost of the Academy's was funded by general
revenues, primarily State Aid totaling $5,833,357, and miscellancous revenue $46,883.

Table 2 — Summary of the Statement of Activities

Governmental
Activities
2015 2014

Revenues Amount Amount
Program Revenues:

Charges for Services $18,190 $12.354

Federal Grants 857,677 814,782
General Revenues:

State Aid- All Sources 5,833,357 4,974,444

Other Revenue 46,883 26,851

Total Revenues $ 6,756,107 $5,828.431

Function/Program Expenses:

Instruction and instructional staff services 2,934,490 2,621,905

Support Services 179,321 352,858

General, Executive, and School Administration 990,575 846,284

TFood Services 419,279 439 897

Business Suppott Services 61,065 85,309

Interest Expense - Long -Term Loan 879,276 747,069

Operation & Maintenance, & Other 1.140.489 1,154,339

Total Expenses $ 6,604,495 § 6.247.661

Increase (Decrease) in Net Position $ 151,612 §{419,230)

State of Michigan Aid, Unrestricted

The State of Michigan aid, unrestricted is determined by the following variables:

s Per student, foundation allowance: annually, the State of Michigan sets the per
student foundation allowance. The Academy's foundation allowance was $7,218
per student for the 2014-2015 school year.

o Student Enrollment: The Academy's student entollment for the fall count of 2014-
2015 was 715 students. To calculate total state aid to be provided by the




foundation allowance, a blend of 90% of current year fall count and 10 % of the
previous year winter count is multiplied by the Academy's foundation allowance.

Subsequent fo year end June 30, 2015 preliminary student enrollment for 2015-2016

indicate that the 2015 fall student enrollment is approximately 704 students including 32
pre-kindergarten students.

Capital Assets

At June 30, 2015 Universal Leamning Academy had an investment in capital assets, net of
accumulated depreciation, of $10,274,829 (please refer to Table 3 below). This includes
Immprovements/Infrastructure, Computers, Software, Furniture, and other Equipment. -

Capital assets purchased or aéquired are capitalized at cost. The Academy's capitalization
policy is individual amounts exceeding $1,000.

The Academy added approximately $77,194 of capital assets during the year. This
included new computers, additional classroom furniture, construction costs, and the
replacement of old furniture and equipment. The assets were purchased with cash from
the General Fund.

Depreciation on all assets is provided on the straight-line basis over the estimated useful
lives of the assets. Total depreciation expense for the year was $526,073.

Table 3 — Capital Assets

Description June 30, 2015 June 30, 2014
Land /Building $11,235,413 $11,220,835
Equipment and Furniture 520,864 519,118
Computer / Other Equipment 733,321 672,451
School Buses 11,525 11,525

Total Capital Assets 12,501,123 12,423,929
Less Accumulated Depreciation (2,226.294) (1,700,222)
Net Capital Assets $10,274,829 $10,723,707

The School District's Funds

As mentioned above, the Academy uses Funds to segregate and account for resources and
activities that are used for specific puposes. At June 30, 2015 the Academy's
Governmental Funds bad a combined balance of $2,375,396, an increase of $592,584
from June 30, 2014. The contributions of each individual fund are:




General Fund:

The ending balance of the General Fund, the principal operating Fund of the Academy
increased $592.818 at June 30, 2015 up to $2,289,913 from $1,697,095 at June 30, 2014,
The increase is primarily atiributable to additional funding during the year. The fund
balance of the general fund is available to fund costs related to school operations.

Qther Governmental Funds:

The School District's non-major funds - Food Service (Lunch Program), is presented m
this category. At June 30, 2015 the Food Service Fund equity balance was $85,483.
Expenses of the school lunch program for the year 2014-2015 were $ 234 above
Revenues.

Debt:

On November 01, 2010 Universal Learning Academy entered into an agreement with
Michigan Finance Authority (MFA) to issue Limited Obligation Revenue Bonds in the
amount of $10,935,000 to finance the acquisition, and the construction of real estate
property located in City of Westland, Michigan.

At June 30, 2015 Universal Learning Academy’s long-term debt of $ 10,555,000 was
comprised of $ 140,000 which is the current portion and $ 10,415,000 which is the non-
current portion compared to $10,690,000 at the same time last year.

The total Limited Obligation Revenue Bonds at June 30, 2015 was $10,555,000.

Maturities, amounts, interest rates and prices are as follows:

$ 140,000 5.250% Series 2010 Term Bond Due November 1, 2015
850,000 6.250% Series 2010 Term Bond Due November 1, 2020
2,920,000 7.375% Series 2010 Term Bond Due November 1, 2030
6,145.000 7.500% Series 2010 Term Bond Due November 1, 2040
10,055,000 Total
500,000 MFA Debt Service Fund
$10.555,000 Total Obligations

Interest Paymeni Date Annual Interest Amount
2015-2016 $ 733,025.00
2016-2017 724,662.50
2017-2018 714,975.00
2018-2019 704,662.50
2(119-2020 693,725.00



2021-2025 3,258,184.40

2026-2030 2,765,496.90
2031-2035 2,043,687.50
2036-2040 986,250.00
2040-2041 31.500.00

Total Interest $12,656,168.80

General Fund Budgetary Highlights:

State law requires that school districts periodically amend their budgets to ensure that
expenditures do not exceed appropriations. During the year, the Academy revised its
budget in response to and / or in anticipation of changing operating conditions. The
Academy had three budget amendments during the year that were approved by the Board
of Directors of Universal Learning Academy in the school year 2014-2015. (A schedule
showing the Academy's Original Budget, Final Budget, and actval results for the general
Fund is provided in the Required Supplemental Information section of these Financial
Staternents).

The majority of the School Districts revenue is based on student enrollment. For the
fiscal year 2014-2015, it received $7,218 per pupil from the State of Michigan. The
original budget which was completed at the end of the prior fiscal year reflected certain
assumptions for enrollment, grant funding, staffing and other expenditures. The June
2015 amended (Final) budget reflected actual enrollinent based on the September 2014
official pupil count and a revised estimate of federally approved grant funding, operating
expenditures based on the revised revenues estimate were updated accordingly. The
actual ending fund balance met expectations.

Final Budget Vs. Actual:

Revenues: ¥inal Budget Actual

2004 - 2005 $1,471,237 $1,449,710
2005 - 2006 1,433,376 1,587,555
2000 - 2007 1,789,282 1,861,254
2007 - 2008 2,390,074 2,193,525
2008 - 2009 3,337,564 3,664,892
2009 - 2010 13,054,854 4,531,700
2010 - 2011 16,132,750 16,096,017
2011 -2012 4,989,449 5,065,012
2012 - 2013 5,461,481 5,180,362
2013 -2014 5,620,789 5,681,168
2014 - 2015 6,793,301 6,749,256



Fxpenditures:

2004 - 2005 $1,466,000 $1,119,341
2005 - 2006 1,346,400 1,132,477
2006 - 2007 1,703,579 1,466,558
2007 - 2008 2,375,857 2,193,411
2008 - 2009 3,327,016 3,099,898
2009 - 2010 13,465,905 4,285,140
2010 - 2011 17,380,330 11,180,866
2011 - 2012 10,554,847 9,047,348
2012 - 2013 6,118,726 5,665,582
2013 - 2014 6,164,784 6,028,132
2014 - 2015 6,473,421 6,021,672

Economic Factors affecting Next Year's Badgets:

Qur elected officials and administration consider many factors when setting the
Academy’s 2016 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 membership blend
for the 2015-2016 fiscal year is based on 90% of the current school year October count
and 10% of the prior year February count. The 2016 budget was adopted in May 2015,
based on an estimate of students that will be enrolled in September 2015. Approximately
92.12 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 2015-2016 school year, we
anticipate that the fall student count will be close to the estimates used in creating the
2016 budget. Once the final student count and related per pupil fonding is validated,
State law requires the Academy to amend the budget if actual Academy’s 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 local school districts. The State periodically
holds a revenue-estimating conference to estimate revenues. The estimated foundation
allowance pet student for the year 2015-2016 is around § 7,391.
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UNIVERSAL LEARNING ACADEMY
STATEMENT OF NET POSITION

JUNE 30, 2015

Assets
Cash and Cash Equivalents
Other Receivables
State Aid
Federal and State Grants
Prepaid Expenses

Capital Assets, net of accumulated depreciation

Total Assets

Liabilities

Accounts Payable

Accrued Expenses & Other Liabilities

State Aid Note

Accrued Interest

Long-term Liabilities:
Long-term liabilities, due within one year
Long-term liahilities, due after one year

Total Liabilities

Net Position
Invested in Capital Assets, net of related debt
Restricted - School Lunch
Restricted - MFA Debt Service Reserve Fund
Unrestricted

Total Net Position

1%

Governmental
Activities

$ 2,052,744
1,018,916

230,875
84,185

10,274,829

13,661,549

441,612
411,178
147,366
133,945

140,000

10,415,000

11,689,101

(280,171}
85,483
500,000

1,667,136

$ 1,972,448



UNIVERSAL LEARNING ACADEMY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Governmental
Activities
Program Revenues Net {Expense)
Operating Revenues and
Charges for  Grants and Changesin
Functions/Programs Expenses Services  Contributions Net Assets
Governmental Activities
Instruction $ 2,470,139 S - 458,134 S (2,012,005)
Supporting Services
Pupil Support Services 179,321 (179,321)
Instructional support services 464,351 {464,351)
General administration 954,486 (954,486)
School administration services 36,089 (36,089)
Business services 61,065 (61,065)
Operations and maintenance 316,860 (316,860}
Transportation 22,500 (22,500)
Other support services 239,228 {239,228)
Community activities 35,828 (35,828)
Food services 419,279 18,190 399,543 (1,546)
Depreciation 526,073 {526,073)
Interest & Fees on Long-Term Loan 879,276 {879,276)
Total governmental activities S 6,604,495 S 18,190 S 857,677 (5,728,628}
General Revenues
State aid - all sources 5,833,357
Other local sources 46,883
Total general revenues 5,880,240
Change in Net Position 151,612
Net Position - July 1, 2014 1,820,836

Net Position - June 30, 2015 S 1,972,448

12



UNIVERSAL LEARNING ACADEMY
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2015

General School Lunch
Fund Fund Total
ASSETS
Cash in Banks S 796,127 S - S 796,127
Cash in Banks - U.S. Bank - All Project Accounts 1,256,617 - 1,256,617
Pue from Other Governmental Units 1,225,044 24,748 1,249,792
Due from Other Funds - 67,589 67,589
Prepaid Expenditures 84,185 - 84,185
Total Assets $ 3,361,973 § 92,337 $ 3,454,310

LIABILITIES, DEFERRED INFLOW OF RESOURCES AND FUND BALANCES

Liabilities
Accounts Payable 441,612 - 441,612
Due to Other Funds 70,570 - 70,570
State Aid Note Payable 147,366 - 147,366
Accrued Expenditures 401,344 6,854 408,158
Total Liabilities 1,060,892 6,854 1,067,746
Deferred Inflow of Resources - Unavailable revenue 11,168 - 11,168
Total liabilities and deferred inflow of resources 1,072,060 6,854 1,078,914
Fund Balances
Non-Spendable Fund Balance:
Prepaid Expenditures 84,185 - 84,185
Restricted Fund Balance:
School Lunch - 85,483 85,483
MFA Debt Service Reserve Fund 500,000 - 500,000
Unrestricted Fund Balance:
Unassigned Fund Balance 1,705,728 - 1,705,728
Total Fund Balance 2,289,913 85,483 2,375,396

Total Liabilities, Deferred Inflow of Resources
and Fund Balances $ 3,361,973 § 92,337

$ 3,454,310
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UNIVERSAL LEARNING ACADEMY
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2015

Total Fund Balances - Governmental Funds S 2,375,396

Amounts reported for governmental activities in the statement of net position 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 $12,501,123
Accumulated depreciation (2,226,294) 10,274,829
Grants and other receivables that are collected after year end, 11,168

such that they are not available to pay bills outstanding as of year
end, are not recagnized in the funds.

Accrued interest payable is not included as a liability in
governmental funds (133,945)

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

Bonds payable 10,055,000
Michigan Finance Authority Payable 500,000 (10,555,000}
Total Net Position - Governmental Activities S 1,972,448
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UNIVERSAL LEARNING ACADEMY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2015

General
Fund

Non-Major
Fund

Total

Governmental

Funds

Revenues
Local Sources S 46,883 18,190 $ 65,073
State Sources 5,819,734 13,623 5,833,357
Federal Sources 451,283 399,543 850,826
Total governmental fund revenues 6,317,900 431,356 6,749,256
Expenditures
Instructional Services 2,474,577 - 2,474,577
Supporting Services:
Pupil Support Services 179,321 - 179,321
Instructional Staff Services 520,782 - 520,782
General Administration 958,500 - 958,500
School Administration 36,089 - 36,089
Business Support Services 61,065 - 61,065
Operations & Maintenance 316,860 - 316,860
Transportation 22,500 - 22,500
Central Services 196,745 - 196,745
Athletic Activities 42,483 - 42,483
Food Services - Lunch Program - 431,590 431,590
Community Services 35,828 - 35,828
Interest & Expenses on Long-Term Debt 745,332 - 745,332
Total governmental fund expenditures 5,590,082 431,590 6,021,672
Excess (Deficiency) of Revenues over Expenditures 727,818 (234) 727,584
Other Financing Sources (uses)
Principal Payment on Long-Term Debt (135,000) - {135,000)
Total Other Financing Sources (uses) {135,000} - (135,000}
Excess of Revenues and Other Financing
Sources Over Expenditures and Other Uses 592,818 (234) 592,584
Fund Balance, July 1, 2014 1,697,095 85,717 1,782,812
Fund Balance, June 30, 2015 $ 2,289,913 85,483 $2,375,396
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UNIVERSAL LEARNING ACADEMY
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
JUNE 30, 2015

Total Net Change in Fund Balance - Governmental Funds S 592,584

Amounts reported for governmental activities in the statement of activities are
different because:

Capital outlays to purchase or build capital assets are reported
in governmental fund as expenditures, However, for
governmental activities those costs are shown in the
statement and allocated over their estimated useful lives
as annual depreciation expenses in the statement of
activities. This is the amount by which depreciation
exceeds capital outlays in the period:

Depreciation Expense S (526,073)
Capitalized capital outlay 77,194 {448,879)

Revenue is reported in the statement of activities
when earned; it is not reported in the funds until collected
or collectible with 60 days of year end:

Prior year deferred revenue (4,317)

Current year deferred revenue 11,168

Interest expense is recorded in the statement of activities {133,945)
when incurred; it is not reported in governmental funds

until paid

Repayment of bond principal is an expenditure in the govenmental
funds, but not in the statement of activities (where it reduces
long-term debt)

Bond principal payments 135,000

Change in Net Position of Governmental Activities S 151,612
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NOTE 1 -

UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Universal Learning Academy (the “Academy”)
conform to accounting principles generally accepted in the United States
of America (GAAP) as applicable to governmental units. The following is
a summary of the significant accounting policies:

A. Reporting Entity

Universal Learmning Academy was formed as a charter school academy
pursuant to the Michigan School Code of 1976, as amended by Act
No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acts
of 1994.

The Academy’s agreement with Bay Mills Community College to
charter a public school academy originating in August 2004 was
extended, expiring June 30, 2020. 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 recetve
state school aid funds pursuant to the State Constitution. The Bay
Mills Community College 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. The Academy pays Bay
Mills Community College Board of Trustees 3 percent of State Aid as
admimstrative fees. The total administrative fee paid through
Universal Learning Academy to the Bay Mills Community College
Board of Trustees was approximately $168,180.

The accompanying financial statements have been prepared in
accordance with criteria established by the Governmental Accounting
Standards Board for determining the various governmental
organizations to be mncluded in the reporting entity. These criteria
include significant operational and financial relationships that
determine which of the governmental organizations are a part of the
Academy’s reporting entity, and which organizations are legally
separate, component units of the Academy. Based on application of
the criteria, the entity does not contain component units.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

B. District-Wide and Fund Financial Statements

The district-wide financial statements (i.e., the statement of net
position and the statement of changes in net position) report
information on all of the nonfiduciary activities of the primary
government. Substantially all interfund activity has been removed
from these statements. Governmental activities, which normally are
supported by taxes and infergovernmental revenue, are reported
separately from business-type activities, which rely to a significant
extent on fees and charges for support. All of the Academy’s
government-wide activities are considered governmental activities.

The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment is offset by program revenue.
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 and capital
requirements of a particular function.

Separate financial statements are provided for governmental funds and
fiduciary funds, although the fiduciary funds are excluded from the
government-wide financial statements. Major individual governmental
funds are reported as separate columns in the fund financial
statements.

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

District-Wide Statements
The district-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 of related cash flows.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation (Continued)

District-Wide Statements (Continued)

Grants, categorical aid, and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been
met.

The effect of the interfund activity has been substantially eliminated
from the government-wide financial statements.

Amounts reported as program trevenue include: (1)} charges to
customers or applicants for goods, services, or privileges provided; (2)
operating grants and contributions; and (3) capital grants and
contributions. Internally dedicated resources are reported as general
revenue rather than as program revenue. Likewise, general revenue
includes unrestricted State aid.

Fund-Based 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 government considers
revenue to be available if they are collected within 60 days of the end
of the current fiscal period. Expenditures generally are recorded when
a lability is incurred, as required under accrual accounting. However,
debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only
when payment is due.

Unrestricted State aid, intergovernmental grants, and interest
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 government.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation (Continued)

Fund-Based Statements (Continued)

The State of Michigan utilizes a foundation allowance approach,
which provides for a specific annual amount of revenue per student
based on a state-wide formula. The foundation allowance is funded
from a combination of state and local sources. Revenues from state
sources are primarily governed by the School Aid Act and the School
Code of Michigan. The State portion of the foundation is provided
from the State’s School Aid Fund and is recognized as revenue in
accordance with state law.

The Academy also receives revenue from the State to administer
certain categorical educational programs. State rules require that
revenue ecarmarked for programs be used for its specific purpose.
Certain categorical funds require an accounting to the State of the
expenditures incurred. For categorical funds meeting this requirement,
funds received which are not expected to be expended by the close of
the fiscal year are recorded as deferred revenue. Other categorical
funding is recognized when the appropriation is received.

The Academy reports the following major governmental fund:
General Fund

The General Fund is used to record the general operation of the
Academy pertaining to education and those operations not
provided for in other funds. Included are all transactions related to
the approved current operating budget.

Additionally, the Academy reports the following nonmajor
governmental Special Revenue Fund, the School Lunch Fund. This
fund is used to account for the proceeds of specific revenue sources
that are restricted to expenditures for specified purposes in the
Academy’s food service program. Any deficit generated by this
activity is the responsibility of the General Fund.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

D. Assets, Liabilities, and Net Assets or Equity
Deposits, Cash Equivalents, and Investments

Cash and cash equivalents include cash on hand, demand deposits, and
short-term investments with a maturity of twelve months or less when
acquired.

The Academy believes that due to the dollar amounts of cash deposits
and the limits of FDIC insurance, it is impractical to insure all bank
deposits. As a result, the Academy evaluates each financial institution
it deposits Academy funds with and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk are
used as depositories.

The Academy is authorized by Michigan Compiled Laws, Section
129.91 to wmvest surplus monies in federally insured United States
banks, credit unions, and savings and loan associations that have
offices in Michigan. The Academy is also authorized to invest in
bonds and notes, certain commercial paper, U.S. Government
repurchase agreements, bankers’ acceptances and mutual funds and
investment pools that are composed of authorized investment vehicles.

Investments are recorded at fair value, based on quoted market prices,
or estimated fair value, Pooled investment income from the General
Fund and various Debt Service Funds is allocated to each fund based
upon the balance of the principal invested.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNYTING POLICIES
(Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)
Capital Assets

Capital assets, which include land, buildings, equipment, and vehicles,
are reported in the applicable governmental column in the
government-wide financial statements. Capital assets are defined by
the government as assets with an initial individual cost of more than
$1,000 and an estimated usetul life in excess of five 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 donafion. Costs 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 any infrastructure-
type assets.

Buildings, equipment, and vehicles are depreciated using the straight-
line method over the following useful lives:

Buildings and additions 20 — 50 years

Buses and other vehicles 5 — 10 years

Furniture and other equipment 5 —20 years
MPSERS Liability

The Academy contracted with Hamadeh Educational Services, Inc. to
provide all staffing personnel during the vyear under audit,
Consequently, all staffing cost is treated as purchased services in these
financial statements.

The Academy has no obligation to fund the Michigan Public School
Employees Retirement System for the year ended June 30, 2015.

Deferred Revenue

Governmental funds report deferred revenue in connection with
receivables for revenue that is not considered to be available to
liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been
received, but not vet earned.

22




UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)
Long-Term Obligations

In the government-wide financial statements, long-term debt and other
long-term obligations are reported as liabilities in the statement of net
assets. In the fund financial statements, governmental fund types
recognize bond proceeds, premiums and discounts, as well as issuance
costs, during the current period.

Fund Equity

In the fund financial statements, governmental funds report
reservations of fund balance for amounts that are not available for
appropriations or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

Comparative Data

Comparative data is not included in the Academy’s financial
statements.

District-wide financial statements (statement of net position and
statement of activities) prepared using full accrual accounting for all of
the Academy’s activities have been provided.

Capital assets of $10,274,829 (net of depreciation of $2,226,294) are
currently recorded in the governmental activities column of the

statement of net position.

The fund financial statements focus on major funds rather than fund
types.
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)

Fstimates

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 reported in the financial statements and.
accompanying notes. Actual results may differ from those estimates.

Budgetary Data

The Academy is legally subject to the budgetary control requirements
of the State of Michigan P.A. 621 of 1978 (the Uniform Budgetary
Act). The following is a summary of the requirements of the Act:

1.

Budgets must be adopted for the General Fund, and Special
Revenue Funds.

The budgets must be balanced.

The budgets must be amended when necessary.
Public hearings must be held before budget adoptions.
Expenditures cannot exceed budget appropriations.

Expenditures must be authorized by a budget before being
incurred.
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NOTE 3 -

UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)
STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The Academy formally adopted General Fund, and Special Revenue
Funds (School Lunch Fund) budgets by function for the fiscal year ended
June 30, 2015. Expenditures at this level in excess of amounts budgeted
are a violation of Michigan law. Unexpended appropriations lapse at year
end; encumbrances are not included as expenditures. No encumbrances
were outstanding in the General Fund and Special Revenue Funds at June
30, 2015, During the current year, the budget was amended in a legally
permissible manner.

The combined statement of revenues, expenditures and changes in fund
balances — all governmental fund types is presented in conformity with
generally accepted accounting principles, The combined statement of
revenues, expenditures and changes in fund balances — budget and actual
is presented on the same basis of accounting used in preparing the adopted
budget.

DEPOSITS AND INVESTMENTS

State statutes and the Academy’s investment policy authorize the
Academy to make deposits in the accounts of federally insured banks,
credit unions, and savings and loan associations that have offices in
Michigan; the Academy is allowed to invest in U.S. Treasury or agency
obligations, U.S. government repurchase agreements, bankers’
acceptances, commercial paper rated prime at the time of purchase that
matures not more than 270 days after the date of purchase, mutual funds,
and investment pools that are composed of authorized investment
vehicles. The Academy’s deposits are in accordance with statutory
authority.

Custodial Credit Risk of Bank Deposits — Custodial credit risk is the
risk that in the event of a bank failure, the Academy’s deposits may not be
returned to it. The Academy evaluates its depositories and only those with
an acceptable risk level are used for the Academy’s deposits. The
Academy believes that due to the dollar amounts of cash deposits and the
limits of FDIC insurance, it is impractical to insure all deposits.
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NOTE 4 -

UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

DEPOSITS AND INVESTMENTS (Continued)

At year end, the Academy’s deposits and investments were reported in the
basic financial statements as cash and cash equivalents of $2,052,744,

The deposits of the Academy were reflected in the accounts of the

financial institution at $2,395,273, of which $600,000 is covered by
federal depository insurance.

CAPITAL ASSETS

Capital assets activity of the Academy’s governmental activities was as
follows:

Disposals
Balance and Balance
July 1, 2014 Additions Adjustments  June 30, 2015

Capital Assets

Land $ 1,530,649 - $ - ¥ 1,530,649

Building construction 9,696,124 8,640 - 9,704,764

Equipment and furniture 513,180 7,684 - 520,864

Computer equipment 672,452 60,870 - 733,322

School buses 11,525 - 11,525

Subtotal 12,423,929 77,194 - 12,501,123
Accumulated depreciation:

Building construction 093,079 349,374 - 1,342,453

Equipment and furniture 350,436 72,766 - 423,202

Computer equipment 353,249 102,204 - 455,453

School buses 3,458 1,729 - 5,187

Subtotal 1,700,221 526,073 - 2,226,294
Net capital assets being

depreciated $10,723,708 $ (448,879 § - $ 10,274,829
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NOTE 6 -

UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

Depreciation expense was not charged to specific activities as the
Academy considers its assets to impact multiple activities and allocation is
not practical.

RISK MANAGEMENT

The Academy is exposed to various risks of loss related to property loss,
torts, errors and omissions and employees injuries (workers
compensation), as well as medical benefits provided to employees. The
Academy has purchased commercial insurance for all claims. Settled
claims relating to the commercial insurance have not exceeded the amount
of insurance coverage since inceptions.

LONG-TERM DEBT

On November 1, 2010, Universal Learning Academy entered into an
agreement with Michigan Finance Authority to issue Limited Obligation
Revenue Bonds in the amount of $10,435,000 to finance the acquisition
and construction of real estate property located in the City of Westland,
Michigan.

OUTSTANDING BALANCE AS OF JUNE 30, 2015

ORIGINAL BALANCE Due
(MFA) LIMITED OBLIGATION LOAN PAYMENTS JUNE 30, 2015 Within 1 year
REVENUE BONDS
SERIES 2010 $ 10,435,000 $ 380,000 $ 10,055,000 $140,000
MFA CONTRIBUTION 500,000 - 500,000
TOTAL $ 10,935,000 $ 380,000 § 10,555,000
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 6 - LONG-TERM DEBT (Continued)

BOND DEBT SERVICE:
PAYMENT PRINCIPAL ANNUAL INTEREST ANNUAL

DATES AMOUNTS PERIOD AMOUNT DEBT SERVICE
11/1/2015 $ 140,000 20152016  $ 733,025 $ 873,025
11/12016 150,000 20162017 724,663 874,663
11/1/2017 160,000  2017-2018 714,975 874,975
11/1/2018 170,000  2018-2019 704,663 874,663
11/1/2019 180,000  2019-2020 693,725 873,725
11/01/2020 TO 11/01/2024 1,105,000 2020-2025 3,258,184 4,363,184
11/01/2025 TO 11/01/2029 1,605,000  2025-2030 2,765,497 4,370,497
11/01/2030 TO 11/01/2034 2,325,000 2031-2035 4,087,375 6,412,375
11/01/2035 TO 11/01/2039 3,380,000  2036-2040 986,250 4,366,250
11/1/2040 840,000  2040-2041 31,500 871,500
TOTAL $ 10,055,000 $ 14,699,856 $ 24,754,856

NOTE 7-  ADMINISTRATIVE SERVICES

The Academy has entered into a management agreement with Hamadeh
Educational Services, Inc. (H.E.S.). Under the terms of the management
agreement, H.E.S. provides all the required labor, materials, and
supervision necessary for the provision of educational services to the
students, as well as the management, operation, and maintenance of the
Academy. All costs incurred in providing this educational program at the
Academy are reimbursed by the Academy to H.E.S. In addition, the
Academy pays a 10 percent management fee computed on all state and
federal revenue sources.

Management fees for the year ended June 30, 2015 were approximately
$651,174.

NOTE 8- STATE AID ANTICIPATION LOAN

The Academy borrowed $819,000 from on July 31,2014, The loan was
paid in full on August 20, 2015,
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UNIVERSAL LEARNING ACADEMY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

SUBSEQUENT EVENTS

Subsequent events have been evaluated through October 20, 2015 which
is the date the financial statements were available to be issued. Events
occurring after that date have not been evaluated to determine whether a
change in the financial statements would be required.

29




REQUIRED SUPPLEMENTAL INFORMATION



UNIVERSAL LEARNING ACADEMY
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2015

Variances
Overf{Under)
Budgeted Amounts Actual Final
Original Final {(GAAP Basis) to Actual
Revenues
Local revenues $ 30,200 $ 48,502 $ 46,883 $ 381
State program revenues 5,419,341 5,820,319 5,819,734 (585)
Federal program revenues 668,562 547,857 451,283 {96,574)
Total revenues 6,118,103 6,414,678 6,317,900 (96,778)
Expenditures
Current
Instructional services 2,141,174 2,573,678 2,474,577 (99,101)
Supporting services
Pupil support services 444 001 200,226 179,321 (20,905)
Instructional staff services 877,467 554,388 520,782 (33,606)
General administration services 969,628 1,022,900 958,500 (64,400)
School administration services 41,342 41,104 36,089 (5,015)
Business services 66,449 64,504 61,065 (3,439)
Operations and maintenance 495914 388,325 316,860 (71,465)
Transportation 25,967 26,799 22,500 (4,299)
Central support services 355,864 250,442 196,745 (53,697)
Other support services 47,762 50,461 42 483 (7,978)
Community activities 47,143 37,819 35,828 (1,291)
Facility acquisition & construction services - 16,000 ) - (16,000)
Debt service principal, interest and fees 764,570 745,332 745,332 -
Total expenditures 5,977,279 5,971,978 5,580,082 (381,896)
Excess (Deficiency) of Revenues
Over Expenditures 140,824 442 700 727,818 285,118
Other Financing Sources (Uses)
Principal Payment on Long-Term Debt (135,000} {135,000) {135,000) -
Total other financing sources (uses) (135,000} (135,000) {135,000) -
Net Change in Fund Balance 5,824 307,700 592,818 285,118
Fund Balance - Beginning of year 2,169,059 1,697,095 1,697,095 -
Fund Balance - End of year $2,174,883  $2,004,796 $ 2289913 § 285118

See accompanying notes to financial statements
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UNIVERSAL LEARNING ACADEMY
SPECIAL RECENUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2015

Food
Services
Revenues
Local Sources S 18,190
State Sources 13,623
Federal Sources _ 399,543
Total Revenues 431,356
Expenditures
Food Services 431,590
Total Expenditures 431,590
Other Financing Sources
Operating Transfers -
Excess of Revenues Over Expenditures (234)
and Other Financing Sources
Fund Balance- Beginning of Year 85,717
Fund Balance-End of Year 5 85,483
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Report on Schedule of Expenditures of Federal Awards
Required by OMB Circular A-133

Independent Auditor’s Report

To the Board of Directors
Universal Learning Academy

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Universal Learning Academy (the “Academy™) as of
and for the year ended June 30, 2015 and the related notes to the financial statements, which
collectively comprise the Academy’s basic financial statements. We issued our report thereon
dated October 20, 2015, which contained unqualified opinions on those financial statements. Our
audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. We have not performed any procedures with
respect to the audited financial statements subsequent to October 20, 2015.

The accompanying schedule of expenditures of federal awards is presented for the purpose of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is not a required part of the
basic financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly states in all material respects in relation to the
financial statements as a whole.

Wilbewson & HAssoclate PU

Dearborn, M1
Qctober 20, 2015

Members: A.LC.P.A. and M.LC.P.A.
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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

Independent Auditor’s Report

To the Board of Directors
Universal Learning Academy

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicabie 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 Universal Learning Academy (the “Academy™) as of and for the year ended June
30, 2015 and related notes to the financial statements, which collectively comprise the
Academy’s basic financial statements, and have issued our report thereon dated October 20, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Universal
Learning Academy’s internal confrol over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s intemal control. Accordingly, we do not express an opinion on the
effectiveness of the entity’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Members: A.LC.P.A. and ML.I.C.P.A.,
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To the Board of Directors
Universal Learning Academy

Our consideration of internal 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. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Universal Learning Academy’s financial
statements are {ree from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion of 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

(Wilbenson & Hasoctate 124

Dearborn, MI
October 20, 2015
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Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance

Independent Auditor’s Report

To the Board of Directors
Universal Learning Academy

Report on Compliance for Each Major Federal Program

We have audited Universal Learning Academy’s (the “Academy”) compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circnlar A-133 Compliance Supplement that could have a direct and material effect on each of
the major federal programs for the year ended June 30, 2015. Universal Learning Academy’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 the requirements of laws, regulations, contracts,
and grants applicable to each of its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Universal Learning
Academy’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
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 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 materal effect on a major federal program
oceurred.  An audit includes examining, on a test basis, evidence about Universal Learning
Academy’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 Universal
Learning Academy’s compliance.

Members: ALC.P.A. and M.I.C.P.A.
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Opinion on Eaclh Major Federal Program

In our opinion, Universal Learning Academy 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, 2015.

Report on Internal Control Over Compliance

Management of Universal Learning Academy 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 Universal Learning
Academy’s internal control over compliance with the types of requirements that could bave 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 OMB Circular A-133, 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 the entity’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 noncornpliance 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 OMB Circular A-133. Accordingly, this report is not suitable for any other

purpose.

Wilbenson & Aasoctate T2

Dearborn, MI
October 20, 2015
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UNIVERSAL LEARNING ACADEMY

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE 1 -

NOTE 2 -

NOTE 3 -

NOTE 4 -

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards (the “Schedule™)
includes the federal grant activity of Universal Learning Academy under
programs of the federal government for the year ended June 30, 2015.
Expenditures reported on the Schedule are reported on the same basis of
accounting as the basic financial statements, although the basis for determining
when federal awards are expended is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and
Now-Profit Organizations. In addition, expenditures in OMB Circular A-87,
wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Therefore, some amounts presented in this Schedule may differ
from amounis presented in, or used in the preparation of, the basic financial
statements.

Because the Schedule presents only a selected portion of the operations of Detroit
Service Learning Center, it is not intended to, and does not, present the financial
position, changes in net position, or cash flows, if applicable, of Detroit Service
Leaming Center. Pass-through entity identify numbers are presented where
available.

NONCASH ASSISTANCE

The value of the noncash assistance received was determined in accordance with
the provisions of OMB Circular A-133.

GRANT SECTION AUDITOR REPORT
Management has utilized the Form R-7120 and the Cash Management System

(CMS) Grant Auditor Report in preparing the schedule of expenditures of federal
awards. Unreconciled differences, if any, have been disclosed to the auditor.

RECONCILIATION FUNDS STATEMENT — FEDERAL SOURCES

General Fund $ 451,283
Food Service Fund 399,543
Deferred Revenue for prior year (4,316)

Total Revenue per Schedule of
Expenditures of Federal Awards $ 846,509
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UNIVERSAL LEARNING ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Section 1 - Summary of Auditor's Results
Financial Statements
Type of auditor's report issued: Ungqualified

Internal control over financial reporting:

* Material weakness(es) identified? Yes X No
* Reportable condition(s) identified that are
Not considered to be material weaknesses? Yes X None reported
Noncompliance material fo financial statements noted? Yes X No
Federal Awards
Internal control over major programs:
* Material weakness(es) identified? Yes X No
* Reportable condition(s) identified that are
Not considered to be material weaknesses? Yes X None reported
Type of auditor's report issued on compliance for major programs: Unqualitied
Any audit findings disclosed that are required to
be reported in accordance with Section 501(a)
of Circular A-1337 Yes X No
Identification of major program:
CFDA Number Federal Program
84.010 Title [, Part A
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UNIVERSAL LEARNING ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Dollar threshold used to distinguish between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? X Yes No
Section 2 - Financial Statement Audit Findings

None
Section 3 - Federal Program Audit Findings

None
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Wilkerson € Associate PC.

CERTIFIED PUBLIC ACCOUNTANTS

3 PARKLANE BLVD, SUITE 612 Larry Wixeason, C.PA
DEARBORN, MICHIGAIN 48126 Tromas E. WiLkerson, C.PA
313-982-4340  FAX 313-982-4342

To the Board of Directors
UNIVERSAL LEARNING ACADEMY

We have recently completed our audit of the basic financial statements of UNIVERSAL
LEARNING ACADEMY (the “Academy”) as of and for the year ended June 30, 2015. In
addition to our audit report, we are providing the following required audit communication,
recommendations, and informational items which impact the Academy.

Page(s)
Results of the Audit 2-5
Recommendations 6
Informational Items 6—7

We are grateful for the opportunity to be of service to UNIVERSAL LEARNING ACADEMY.
Should you have any questions regarding the comments in this report, please do not hesitate to
call.

Wilbexson & Hsaociate P

October 20, 2015

Members: ALC.P.A. and M.I.C.P.A.




To the Board of Direciors
UNIVERSAL LEARNING ACADEMY
October 20, 2015

Results of the Audit

We have audited the financial statements of UNIVERSAL LEARNING ACADEMY (the
“Academy”) as of and for the year ended June 30, 2015 and have issued our report thereon dated
October 20, 2015. Professional standards require that we provide you with the following
information related to our audit.

Our Responsibility Under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated March 13, 2015 our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all materials respects, in conformity
with U.S. generally accepted accounting principles. We are responsible for planning and
performing the audit to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement. As part of our audit, we considered the internal
control of the Academy. Our consideration of internal control was solely for the purpose of
determining our audit procedures and not to provide any assurance concerning such internal
confrol.

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such matters
and our audit of the financial statements does not relieve you or management of your
responsibilities.

Our audit of the Academy’s financial statements has also been conducted in accordance with
Government Auditing Standards, issued by the Comptroller General of the United States. Under
Government Auditing Standards, we have made some assessments of the Academy’s compliance
with cerfain provisions of laws, regulations, contracts, and grant agreements. While those
assessments are not sufficient to identify all noncompliance with applicable laws, regulations,
and contract provisions, we are required to communicate all noncompliance conditions that come
to our attention. We have communicated those conditions in a separate letter dated October 20,
2015 regarding 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.



To the Board of Directors
UNIVERSAL LEARNING ACADEMY
October 20, 2015

We are also obligated to communicate certain matters related to our audit to those responsible for
the governance of the Academy, including certain instances of error or fraud and significant
deficiencies in internal control that we identify during our audit. In certain situations,
Government Auditing Standards require disclosure of illegal acts to applicable government
agencies. If such illegal acts were detected during our audit, we would be required to make
disclosures regarding these acts to applicable government agencies. No such disclosures were
required.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our meeting about planning matters during the preliminary audit phase.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the Academy are described in Note I to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during the year
ended June 30, 2015.

We noted no transactions entered into by the Academy during the year for which there is a lack
of authoritative guidance or consensus.

There are no significant transactions that have been recognized in the financial statements in a
different period than when the transaction occurred.

Accounting estimates are in integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. There were no significant estimates
included in this year’s financial statements.




To the Board of Directors
UNIVERSAL LEARNING ACADEMY
October 20, 2015

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statements disclosures are particularly sensitive because of their significance to financial
statements users. There were no particularly sensitive disclosures included in the financial
statements.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. There were no such misstatements identified.

Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statement or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated October 20, 2015.

Management Consultants with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Academy’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants,




To the Board of Directors
UNIVEERSAL LEARNING ACADEMY
October 20, 2015

Other Audit Findings or Issues

In the normal course of our professional association with the Academy, we generally discuss a
variety of matters, including the application of accounting principles and auditing standards,
business conditions affecting the Academy, and business plans and strategies that may affect the
risks of material misstatement. None of the matters discussed resulted in a condition of our
retention as the Academy’s auditors.

Other Information in Documents Containing Audited Financial Statements

Qur responsibility for other information in documents containing the Academy’s financial
statements and report does not extend beyond the financial statements. We do not have an
obligation to determine whether or not such information is properly stated. However, we read the
management’s discussion and analysis and budgetary comparison schedule and nothing came to
our attention that caused us to believe that such information, or its manner of presentation, is
materially inconsistent with the information or manner of its presentation in the financial
statements.

In addition to the comments and recommendations in this letter, our observations and comments
regarding the Academy’s internal controls, including any significant deficiencies or material
weaknesses that we identified, have been reported to you in the report on internal conirol over
financial reporting and on compliance and other matters based on and audit of financial
statements performed in accordance with Government Auditing Standards.

This information is intended solely for the use of the board of directors and management of
UNIVERSAL LEARNING ACADEMY and is not intended to be and should not be used by
anyone other than these specified parties.

Very truly yours,

Welberson & Hssoclats 2%

Larry D. Wilkerson, CPA




To the Board of Directors
UNIVERSAL LEARNING ACADEMY
October 20, 2015

Recommendations

UNIVERSAL LEARNING ACADEMY RECOMMENDATIONS

As a result of auditing standards required to be implemented last year, the audit confinues to
require a strong emphasis be placed on the Academy’s internal controls systems. The primary
goal of internal controls is to provide a reasonable (as opposed to absolute) protection to the
Academy and its assets and financial information. During this year’s audit process, we noted no
items that required management to make changes; therefore, no recommendations are made for
this year.

Informational items

UNIVERSAL LEARNING ACADEMY Informational Items

. New Rules Governing Management of Federal Programs

In December 2013, the Office of Management and Budget (OMB) issued long-awaited reforms
to the compliance requirements that must be followed by non-federal entities receiving federal
funding. All schools receiving federal dollars will need to understand the changes made as a
result of these reforms and may be required to make some changes to their internal procedures,
processes, and controls.

These reforms impact three key arcas of federal grants management:

1. Audit Requirements — For fiscal years beginning on or after January 1, 2015 (fiscal year
ending June 30, 2016 for Michigan schools), the threshold for obtaining a federal awards
audit will increase from the current threshold of $500,000 of annual federal spending to
$750,000. There will also be significant changes to the criteria for qualifying as a low-risk
auditee and a reduction in the number of major programs required to be tested for some
schools.

The Academy has historically been above the new $750,000 threshold. However, from time
to time, depending upon the level of federal spending, the Academy may drop below the
audit requirement threshold and monitoring of federal program expenditures will be
important to ensure compliance with the audit requirement.



2. Cost Principles — Effective December 26, 2014, the grant reforms related to cost principles
go into effect. Not only were certain changes made to allowable costs under this new
guidance, but there were significant changes in the area of time and effort reporting and
indirect costs. The State of Michigan will have a significant impact on how these changes
will be applied to Michigan schools, as they often have different requirements than the
federal government in this area.

3. Administrative Requirements — Also effective December 26, 2014, non-federal entities
receiving federal funding must adhere to new rules related to administering federal awards.
Most notably, these requirements may impact the ACADEMY’s procurement systems,
including maintaining written conflict of interest policies and disclosures as well as updated
grants management policies and procedures. The MDE has indicated that failure to adhere to
these rules could result in the disqualification for participation in federal programs through
the MDE. Please, note, these requirements are more stringent that those required under your
federal program audit, which focuses on key controls versus overall process.




