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September 14, 2009
INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

Concord Academy-Boyne:

We have audited the accompanying financial statements of the
governmental activities, each major fund, and the aggregate remaining fund
information of Concord Academy-Boyne (the Academy), as of and for the year
ended June 30, 2008, which collectively comprise the Academy's basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of Concord Academy-Boyne's management. 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 Government Auditing
Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audil to obtain reasonable
assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

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
Concord Academy-Boyne, as of June 30, 2009, and the respective changes in
financial position, thereolf, for the year then ended in conformity with accounting
principles generally accepted in the United States of America.



Board of Directors
Concord Academy-Boyne

In accordance with Government Auditing Standards, we have also
issued our report dated September 14, 2009, on our consideration of Concord
Academy-Boyne's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and important for
assessing the results of our audit.

The management's discussion and analysis and budgetary comparison
information on pages 3 through 7 and 25, are not a required part of the basic
financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of menagement
regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express
no opinion on it.



MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Concord Academy-Boyne’s (the Academy) annual financial report presents our discussion
and analysis of the public school Academy's financial performance during the fiscal year that ended on
June 30, 2009. Please read it in conjunction with the Academy’s financial statements, which immediately
follow this section.

Financial Highlights

» The Academy experienced a decrease in net assets of $243,596, from $883,351 to $639,755.

» Revenues decreased by 6.6 percent, from $1,517,610 to $1,423,463, while expenses increased by 4.1
percent, from $1,602,090 to $1,667,059.

» Blended enrollment used for state aid purposes was 179.88 in June, 2009 compared to 194.64 in June,
2008.

Overview of the Financial Statements
This annual report consists of three parts:
1. Management's discussion and analysis (this section).
2. Basic financial statements.
a. Academy-wide financial statements.
i. Statement of Net Assets.
ii. Statement of Activities.
b. Fund financial statements.
i. Governmental funds statements.
ii. Fiduciary funds statements.
3. Required supplementary information.

The two Academy-wide financial statements provide short-term and long-term information about the
Academy’s overall financial status.

The fund financial statements focus on individual parts of the Academy, reporting the Academy's
operations in more detail than the Academy-wide statements.

The governmental funds statements tell how basic services like regular education were financed in the
short-term as well as what remains for future spending.

Fiduciary funds statements provide information about the financial relationships in which the Academy
acts solely as an agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the financial statements with a comparison of the
Academy's budget for the year.

Magjor Features of the Academy-Wide and Fund Financial Statements
The table below summarizes the major features of the Academy’s financial statements, including the
portion of the Academy's activities they cover and the types of information they contain. The remainder

of this overview section of management'’s discussion and analysis highlights the structure and contents
of each of the statements.

¢



Academy-wide statements

Fund Financial

Statements

Governmental funds

Fiduciary funds

Scope

Entire Academy (except
fiduciary funds)

All activitics of the Academy
that are not fiduciary

Instances in which the Academy
administers resources on behalf
of someonc clse, such as
student activities monics

Required financial statements

* Statement of net assets
* Statement of activitics

* Balance sheet

* Statement of revenues,
expenditures and changes in
fund balances

Statement of fiduciary net assets

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

Modified accrual accounting
and current financial resources
focus

Accrual accounting and
economic resources focus

Type of asset/liability
information

All assets and liabilities, both
financial and capital, shori-term
and long-term

Generally assets expected to be
used up and liabilitics that come
due during the year or soon
thereafter; no capital assets or
long-term liabilities included

All assets and liabilities, both
short-term and long-term, the
Academy’s funds do not
currently contain capital assets,
although they can

Type of inflow/outflow
information

All revenues and expenses
during ycar, regardless of when
cash is received or paid

Revenues for which cash is
received during or soon after
the end of the year,
expenditures when goods or
services have been received and
the related liability is due and
payable

All additions and deductions
during the ycar, regardless of
when cash is received or paid

Academy-wide statements

The Academy-wide statements report information about the Academy as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of
the Academy’s assets and liabilities. All of the current year’s revenues and expenses are accounted for
in the statement of activities regardless of when cash is received or paid.

The two Academy-wide statements report the Academy’s net assets and how they have changed. Net
assets - the difference between the Academy's assets and liabilities, are one way to measure the
Academy'’s financial health or position.

¢ Qver time, increases or decreases in the Academy’s net assets are an indicator of whether its
financial position is improving or deteriorating, respectively.

* To assess the overall hedlth of the Academy, you need to consider additional non-financial factors
such as changes in the Academy’s enrollment, the condition of school buildings and other facilities,
and the Academy's ability to be competitive with other public school academies and area school
districts.

Fund financial statements

The fund financial statements provide more detailed information about the Academy’s funds, focusing
on its more significant or “major” funds - not the Academy as a whole. Funds are accounting devices
the Academy uses to keep track of specific sources of funding and spending on particular programs:

Governmental activities - The Academy’s basic services are included in the general fund, such as
regular and special education and administration. State foundation aid finances most of these activities.

The Academy has two kinds of funds:

Governmental fund - Most of the Academy's basic services are included in governmental funds which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the balances left at year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
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there are more or fewer financial resources that can be spent in the near future to finance the Academy'’s
programs. Because this information does not encompass the additional long-term focus of the Academy-
wide statements, we provide additional information with the governmental funds statement that explains
the relationship (or differences) between them.

Fiduciary funds - The Academy is the fiduciary for assets that belong to others, such as the student
activities funds. The Academy is responsible for ensuring that the assets reported in these funds are
used only for their intended purposes and used by those to whom the assets belong. We exclude these
activities from the Academy-wide financial statements because the Academy cannot use these assets
to finance its operations.

Financial analysis of the Academy as a whole

The Academy’s combined net assets were less on June 30, 2009 than they were the year before,
decreasing by $243,596 to $639,755. Unrestricted State aid revenue decreased from §$1,452,326 to
$1,284,401. A federal Education Stabilization Funds grant in the amount of $66,890 was used to offset a
reduction in State School Aid section 22b funds. The resulting state and federal amount in the current
fiscal year of $1,351,291 was approximately 7.5 percent lower than the prior year amount. This is due
to a decrease in the blended enrollment count. Total expenses increased by approximately 4.1 percent.
This is due, in part, to an increase in contracted teaching and administrative services, additional
textbooks purchased in the current year, and pupil transportation costs of approximately $20,000 that
did not exist in the prior year.

A summary of the Academy’s net assets as of June 30 is as follows:

2009 2008
Current assets $ 705,035 $ 847,827
Capital assets, net 2,245,773 2,316,884
Other noncurrent assets 434914 484,320
Total assets $3,385,722 $3,649,031
Current liabilities $ 207,980 $ 198,098
Noncurrent liabilities 2,537,987 2,567,582
Total liabilities $2,745,867 $2,765,680
Net assets:
Invested in capilal assets, net of related debt $ 217,599 $ 272,371
Restricted for debt service 22,887 62,791
Restricted for facility maintenance 1,306 1,300
Unrestricted and undesignated 397,963 546,889
Total net assets § 639,755 $ 883,351
A summary of the Academy’s changes in net assets as of June 30 is as follows:
2009 2008
Revenues:
Program revenues, State and Federal
categorical grants $ 107,224 $ 31877
General revenues:
State aid - unrestricted 1,284,401 1,452,326
Interest 2,834 17,564
Miscellaneous 29,004 15,843
Total revenues 1,423,463 1,517,610
Expenses:
Instruction 954,902 907,395
Support services 448,672 435,610
Interest on long-term debt 164,486 166,638
Unallocated depreciation 89,857 83,306
Unallocated amortization 9,142 9141
Total expenses 1,667,059 1,602,090
Change in net assets $ (243,596) 84,480)
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Financial analysis of the Academy's funds

Blended enrollment used for state aid purposes was 179.88 in June, 2009 compared to 194.64 in June,
2008. This accounts for the decrease in general fund revenues. State aid foundation allowance included
in revenue from state sources accounts for most of the Academy’s general fund revenue (91 percent).
General fund expenditures increased by approximately $100,000 compared to the prior year. Thisisdue,
in part, to an increase in contracted teaching and administrative services, additional textbooks
purchased in the current year, and pupil transportation costs of approximately $20,000 that did not exist
in the prior year. Also, the first principal payment of $40,000 was made in the current year on the debt
that was restructured in June, 2007.

% Increase

06/30/2008 06/30/2009 (Decrease)
General Fund Balance $ 998,741 § 805,442 (24.0%)
General Fund Revenues $1,517,608  $1,423,463 (6.2%)
General Fund Expenditures $1,516,387 $1,616,762 6.6%
Cost of Instruction 3 940,082 $ 954,751 1.6%
Support Services Expenses $ 435973 § 464,418 6.9%
Debt Service Expenses $ 140,332 $ 197,593 40.8%

General fund budgetary highlights

Over the course of the year, the Academy revised the annual operating budget. These budget

amendments fall into several categories:

» A revenue decrease from state sources because State Aid was less than originally anticipated due
to reduced enrollment compared to the prior year.

*+ Contracted service budget amounts were decreased because of the decreased enrollment. Bonuses
originally anticipated were not realized because of the decreased enrollment.

» Textbooks and supplies were more than originally anticipated because of the necessity to deliver
higher quality education in certain areas based on results of standardized test scores.

* Revising for debt service.

While the Academy's final budget for the General Fund anticipated expenses would exceed revenues
by $150,405, the actual results for the year showed expenditures over revenues of $193,299. Actual
revenues were $12,037 lower than budgeted. This is mainly due to the fact that state source revenue was
less than anticipated because of reduced enrollment.

The actual total expenditures were $30,857 over budget. This large variance is due to a combination of
factors, including teacher contracted services being under budget because of conservative budgeting
based on uncertainty of year end bonus amounts. Amounts were budgeted for debt service, however
the budgeted amounts did not take into account the entire amount of principal and interest that would
be due in the current year. This resulted in an unfavorable budget variance for debt service
expenditures of $39,593.

Capital asset and debt administration

By June 30, 2009, the Academy had invested $2,245,773 in capital assets net of accumulated depreciation.
These assets are land, construction in progress, land improvements, buildings and improvements,
outdoor equipment, computers and other equipment, and library materials.

Accumulated depreciation on these assets was $771,123 as of June 30, 2009. Outstanding long-term debt
incurred to invest in these assets was $2,537,987 as of June 30, 2009. Interest from amortization of
deferred amounts on refunding bonds of $10,405 reduced the balance of the deferred amount on
refunding liability. The Academy’s fiscal year 2010 initial budget anticipates no significant spending for

capital projects.
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The Academy's capital assets at June 30 are as follows:

2009 2008

Land $ 32,000 $ 32,000
Software development in progress - 2,500
Construction in progress 6,000 6,000
Land improvements 20,000 20,000
Buildings and improvements 2,811,368 2,806,456
Outdoor equipment 20,418 20,418
Computers and other equipment 111,355 96,820
Library materials 15,755 15,755

Total capital assets 3,016,896 2,999,949
Less accumulated depreciation (771,123) (683,065)

Total capital assets, net $2,245,773 $2,316,884

Factors bearing on the Academy's future

At the time these financial statements were prepared and audited, the Academy was aware of existing

circumstances that could significantly affect its financial hedlth in the future.

* State aid funding from the State of Michigan represents 91 percent of the total Academy general fund
revenue. Due to the economic climate in the State of Michigan, fluctuations in the foundation
allowance are possible.

» Requirements of the No Child Left Behind Act could make it difficult for a small school such as ours
to employ highly-qualified teachers for every subject.

* Student enrollment, because of per pupil state aid, is the driving force for the majority of our revenue.
The Academy has taken measures to increase enrollment. Meanwhile, our local competitors have
all constructed new facilities to attract students. The Academy’s goal is to increase enrollment until
it reaches capacity (260 students).

Contacting the Academy’s finamcial management

This financial report is designed to provide our students, parents and creditors with a general overview
of the Academy's finances and to demonstrate the Academy’s accountability for the money it receives.
If you have questions about this report or need additional information, contact the Academy’s office at
00401 E. Dietz Road, Boyne City, Michigan 49712.



CONCORD ACADEMY - BOYNE
STATEMENT OF NET ASSETS
June 30, 2009

Governmental
Activities
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 3 292,835
Restricted investments 164,511
Receivable, State of Michigan 247,689
Total current assets 705,035
NONCURRENT ASSETS:
Restricted investments 242,967
Capital assets not being depreciated 38,000
Capital assets being depreciated, net 2,207,773
Unamortized debt issuance costs 191,947
Total noncurrent assets 2,680,687
Total assets 3 3,385,722
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 6,880
Accrued interest 25,420
Accrued coniracted services 128,249
Accrued expenses 7,431
Current portion of long-term debt 40,000
Total current liabilities 207,980
NONCURRENT LIABILITIES:
Noncurrent portion of long-term debt 2,720,000
Deferred amount on refunding, net (182,013)
Total noncurrent liabilities 2,537,987
Total liabilities 2,745,967
NET ASSETS:
Invested in capital assets, net of related debt 217,599
Restricted for debt service 22,887
Restricted for facililty maintenance 1,306
Unrestricted and undesignated 397,963
Total net assets 639,755
Total liabilities and net assets 3 3,385,722

The accompanying notes are a part of the financial statements.
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