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Independent Auditors’ Report

To the Board of Education
Maple Valley Schools
Vermontville, Michigan

We have audited the accompanying financial statements of the governmental activities, the major fund and the aggregate remaining
fund information of Maple Valley Schools as of and for the year ended June 30, 2007, which collectively comprise the School
District's basic financial statements as listed in the table of contents. These financial statements are the responsibility of Maple
Valley Schools’ 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 the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the major fund, and the aggregate remaining fund information of Maple Valley Schools as of June 30, 2007,
and the respective changes in financial position for the year then ended, in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards , we have also issued a report dated October 22, 2007, on our consideration of
the Maple Valley Schools’ 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 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
Govemnmental Auditing Standards and should be considered in assessing the results of our audit,
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The management's discussion and analysis and budgetary comparison information identified in the table of contents are not a
required part of the basic financial statements but are supplementary information required by the accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Maple Valley
Schools’ basic financial statements. The accompanying other supplemental information listed in the table of contents is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

7M¢7M, .

Lansing, Michigan
October 22, 2007
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Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

This section of the 2007 annual financial report presents our discussion and analysis of Maple Valley School District's (the “School District")
financial performance during the year ended June 30, 2007. Please read it in conjunction with the School District's financial statements, which
immediately follow this section.

Using this Annual Report

This annual report consists of a series of financial statements and notes to those statements. These statements are organized so the reader can
understand Maple Valley Schools financially as a whole. The district-wide financial statements provide information about the activities of the whole
School District, presenting both an aggregate view of the School District's finances and a longer-term view of those finances. The fund financial
statements provide the next level of detail. For governmental activities, these statements tell how services were financed in the short term as well
as what remains for future spending. The fund financial statements look at the School District's operations in more detail than the district-wide
financial statements by providing information about the Schoo! District's most significant fund — the General Fund, with all other funds presented in
one column as non-major funds. The remaining statement, the statement of fiduciary net assets, presents financial information about activities for
which the School District acts solely as an agent for the benefit of students and parents. The annual report is arranged as follows:

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

Basic Financial Statements

District-wide Financial Statements Fund Financial Statements
Notes to the Basic Financial Statements

{Required Supplemental information)
Budgetary Information for Major Funds

Other Supplemental Information
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Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

Reporting the School District as a Whole — District-wide Financial Statements

One of the most important questions asked about the School District is, "As a whole, what is the School District's financial condition as a result of
the year's activities?" The statement of net assets and the statement of activittes, which appear first in the School District's financial statements,
report information about the School District as a whole and its activities in a way that helps you answer this question. We prepare these statements
to include all assets and liabilities, using the accrual basis of accounting, which is similar to the accounting used by most private sector companies,
All of the current year's revenues and expenses are taken into account regardiess of when cash is received or paid.

These two statements report the School District's net assets — the difference between assets and liabilities, as reported in the statement of net
assets — is one way to measure the School District’s financial health or financial position. Over time, increases or decreases in the School District's
net assets — as reported in the statement of activities — are indicators of whether its financial heaith is improving or deteriorating. The relationship
between revenues and expenses is the School District's operating results. However, the School District's goal is to provide services to our
students, not to generate profits as commercial entities do. One must consider many other non-financial factors, such as the quality of the
education provided and the safety of the schools to assess the overall health of the School District.

The statement of net assets and statement of acfivities report the governmental activities for the School District, which encompass all of the School
District's services, including instruction, support services, community services, athletics, and food services. Property taxes, unrestricted State aid
(foundation allowance revenue), and State and federal grants finance most of these activities.

Reporting the School District’s Most Significant Funds — Fund Financial Statements

The Schoot District's fund financial statements provide detailed information about the most significant funds — not the School District as a whole.
Some funds are required to be established by State law and by bond covenants. However, the School District establishes many other funds to help
it control and manage money for particular purposes {the Food Service and Athletics Funds are examples) or to show that it's meeting legal
responsibilities for using certain taxes, grants, and other money (such as bond-funded construction funds used for voter-approved capital projects).
The governmental funds of the School District use the following accounting approach:

Governmental funds - All of the School District’s services are reported in governmental funds. Governmental fund reporting focuses on
showing how money flows into and out of funds and balances left at year end that are available for spending. They are reported using an
accounting method called modified accrual accounting, which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term view of the operations of the School District and the services it
provides. Governmental fund information helps you determine whether there are more or fewer financial resources that can be spent in the
near future to finance the School District's programs. We describe the relationship (or differences) between governmental activities
(reported in the statement of net assets and the statement of activities) and governmental funds in a reconciliation format in the financial
section.
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Maple Valley Schools
Management's Discussion and Analysis
June 30, 2007

The School District as Trustee-Reporting the School District’s Fiduciary Responsibilities

The School District is the trustee, or fiduciary, for its student activity funds. All of the School District's fiduciary activities are reported in a separate
statement of fiduciary assets and liabilities. We exclude these activities from the School District's other financial statements because the School

District cannot use these assets to finance its operations. The School District is responsible for ensuring that the assets reported in these funds are
used for their intended purposes.

The School District as a Whole

Recall that the statement of net assets provides the perspective of the School District as a whole. Table 1 provides a summary of the School
District's net assets as of June 30, 2007 and 20086.

TABLE 1 Governmental Activities Governmental Activities
{in millions) {in millions)
2007 2006 2007 2006
Assets Net Assets
Current and other assets % 42 3 44 Invested in property and equipment -
Capital assefs 9.7 10.1 net of related debt 37 36
Restricted : i 0.2 0.2
Total assets 13.8 14.5 Unrestricted 24 3.0
Liabilities Total net assetls $ 63 § 6.8
Current liabifities 1.1 14
Long-term Iliabiiities 6.5 6.3
Total liabilities 7.6 7.7

The above analysis focuses on the net assets. The change in net assets of the School District's governmental activities is discussed below (see
TABLE 2). The School District's net assets were $6.3 million at June 30, 2007 compared to $6.8 million at June 30, 2006. Capital assets, net of
related debt totaled $3.7 million and $3.6 million at June 30, 2007 and 2008, respectively. This compares the original cost, iess depreciation of the
School District's capital assets, to long-term debt used to finance the acquisition of those assets. Most of the debt will be repaid from voter-
approved property taxes collected as the debt service comes due. Restricted net assets of $0.2 million at June 30, 2007 and 2008, are reported
separately to show legal constraints from debt covenants and enabling legislation that limit the School District's ability to use those net assets for
day-to-day operations. The remaining amount of net assets, $2.4 million and $3.0 million at June 30, 2007 and 2008, respectively, was

unresfricted.
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Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

The 32.4 million in unrestricted net assets of governmental activities represents the accumulated results of all past years operations. It means that if
all bills had to be paid today, including all noncapital liabilities, there would be $2.4 million left. The unrestricted net assets balance enables the
School District to meet working capital and cash flow requirements as well as to provide for future uncertainties. The operating results of the
General Fund will have a significant impact on the change in unrestricted net assets from year fo year.

The results of this year's operations for the Maple Valley School District as a whole are reported in the statement of activities, which shows the
changes in net assets for fiscal year 2007 and 2006 (TABLE 2).

TABLE 2 Governmental Activities Governmental Activities
{in millicns) {in millions)
2007 2006 2007 2006
Revenue Functions/Program Expenses
Program revenue Instruction 8.8 8.4
Charges for services 5 03 § 0.3 Support services 4.9 4.9
Operating grants 22 24 Food services 0.6 06
General revenue Athletics 0.3 0.3
Property taxes 1.0 1.2 interest on long-term debt 0.3 0.3
State foundation allowance 11.0 10.6 Depreciation (unallocated) ’ 04 0.4
Other 02 0.3
Total expenses 15.3 14.9
Total revenue 14.7 _ 147
Deficiency of revenues
over expenditures (0.8) (0.2)
Extraordinary item 0.1 -
Decrease in net assets (0.5) {0.2)
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Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

As reported in the statement of activities, the cost of all of our govermnmental activities this year was $15.3 million. Certain activities were partially
funded form those who benefited from the programs ($0.3 miliion) or by other governments and organizations that subsidized certain programs with
grants and contributions ($2.2 million). We paid for the remaining “public benefit’ portion of our governmental activities with $1.0 million in taxes,
$11.0 million in State foundation allowance, and with our other revenues, L.e., interest and general entitlements. Total revenues in 2006-2007 were
$14.7 million, the same as revenues in 2005-2006.

The School District experienced a decrease in net assets of $0.5 million primarily as a result of ongoing operations in the School District. As
discussed above, the net cost shows the financial burden that was placed on the State and the Maple Valley School District's taxpayers by each of
these functions. Since property taxes for operations and unrestricted State aid constitute the vast majority of School District operating revenue
sources, the Board of Education and administration must annually evaluate the needs of the School District and balance those needs with State-
prescribed available unrestricted resources.

The School District's Funds

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

As the School District completed this year, the governmental funds reported a combined fund balance of $3.1 million, which is a decrease of $0.3
million from prior year.

In the General Fund, our principal operating fund, the fund balance decreased from $2.9 million to $2.7 million. There was an increase of $210 in
the State foundation allowance and an enroliment decrease of approximately 4 students. Increased expenditures are a normal part of operations as
a result of salary and benefit increases, increased costs for utilities, and other operating expenses. The fund balance of the General Fund is
available to fund costs related to allowable school operating purposes.

Our Food Service Fund decreased by approximately $52,000 due primarily to an indirect cost reimbursement fo the General Fund and capital costs
to the program.

Combined, the Debt Service Funds showed a balance decrease of $26 879. Millage rates are determined annually to ensure that the Schoeol District
accumulates sufficient resources to pay annual bond issue-related debt service. Debt Service Funds balances are reserved since they can only be
used to pay debt service abligations. ‘
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Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

General Fund Budgetary Highlights

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

Several changes were made fo the originally adopted 2006-2007 General Fund budget. Revenues increased by $0.5 million to account for
increases in state aid, federal grants and reimbursements from the ISD. Expenditures increased by $0.4 million to account for changes in estimates
for salaries and benefits, costs of supplies and purchased services, and other expenses in the operating plan of the School District .

Capital Assets and Debt Administration

Capital Assets

As of June 30, 2007, the Schoo! District had $9.7 milion invested in & broad range of capital assets, including buildings and improvemen ts, buses,
furniture and equipment, net of accumutated depreciation . This amount represents a net decrease (including additions, disposals, and depreciation)
of approximately $0.3 million from last year.

2007 2006
Land b 15008 3% 15,009
Construction in progress 6,082 -
Building and building improvermnents 13,324,310 13,324,310
Buses and other vehicles 1,133,252 1,133,252
Furniture and equipment 1,228,309 1.170.581
Total capital assets $.16706962 $_15643152

This year's additions of $0.1 miflion included a lawn mower, copiers, food services equipment, and the baseball press box.

We present more detailed information about our capital assets in the notes to the financial statements.




Maple Valley Schools
Management’s Discussion and Analysis
June 30, 2007

Debt

At the end of this year, the School District had $6.6 million in bonds outstanding versus $6.8 million in the previous year — a change of
approximately $265,000. Those bonds consisted of the following:

2007 2006

General Obligation and Durant Bonds $_6580043 5_ 6845043

The School District's general obligation bond rating is AAA. The State limits the amount of general obligation debt that schools can issue to 15
percent of the assessed value of all taxable property within the School District's boundaries. [f the School District issues “qualified debt" i.e., debt
backed by the State of Michigan, such obligations are not subject to this debt limit. We present more detailed information about our long-term
liabilities in the notes to the financial statements.

Economic Factors and Next Year's Budgets and Rates

Our elected officials and administration consider many factors when sefting the School District’s 2008 fiscal year budget. One of the most important
factors affecting the budget is our student count. The State foundation revenue is determined by multiplying the blended student count by the
foundation allowance per pupil. The blended count for the 2007 fiscal year is 25 percent of the February 2007 and 75 percent of the September
2007 student counts. The 2007-08 budget was adopted in June 2007 based on an estimated blended student count of 1,637. Approximately 90
percent of total General Fund revenue is from the foundation allowance. Under State law, the Schoal District cannot assess additional property tax
revenue for general operations. As a result, Schaol District funding is heavily dependent on the State's ability to fund local school operations. Once
the final student count and related per pupil funding is validated, State law requires the School District to amend the budget if actual School District
resources are not sufficient to fund original appropriations.

Since the School District'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 school districts. The State has not passed a State Aid Bill for
2007-08 to date. The School District projected a $0 increase in the foundation allowance due fo the State’s aconomic condition.

Contacting the School District's Financial Management

This financial report is designed to provide the School District’s citizens, taxpayers, customers, investors, and creditors with a general overview of
the School District's finances and to demonstrate the School District's accountability for the money it receives. If you have guestions about this
report or need additional financial information, contact the Business Office at 11090 Nashville Highway, Vermontville, Michigan 49096.
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Maple Valley Schools
Statement of Net Assets

June 30, 2007

Assets

Cash

Taxes receivable

Accounts receivable

Due from other governmental units
Inventory

Investments

Prepaid items

Other assets

Capital assets not being depreciated
Capital assets - net of accumulated depreciation

Total assets

See Accompanying Notes to Financial Statements

4.1

Governmental
Aclivities

$ 1,002,540
12,332

28,671
2,158,639
8,462

883,616
60,956

87,353

21,002
9,658,760

13,822,421



Maple Valley Schools
Statement of Net Assets
June 30, 2007

Liabilities
Accounts payable
Due to other governmental units
Payroll deductions and withholdings
Accrued interest
Accrued salaries and benefits
Deferred revenue
Noncurrent liabilities

Due within one year

Due in more than one year

Total liabilities

Net Assels

Invested in capital assets, net of related debt

Restricted for:
Debt service
Unrestricted

Total net assets

See Accompanying Notes to Financial Statements
4.2

Governmenial

3 278,421
27,322

60,792

66,658
710,220

5,347

305,037
6,171,508

7,625,305

3,724,576

188,692
2,383,848

36207116



Maple Valley Schools
Statement of Activities
For the Year Ended June 30, 2007

Functions/Programs
Governmental activities
Instruction
Supporting services
Food services
Athletic activities
Community services
Interest on long-term debt
Depreciation - unallocated

Total governmental activities

Program Revenues

Net (Expense)
Operating Capital Revenue and

Charges for Grants and Grants and Changes in

Expenses Sernvices Contributions  Contributions Nat Assels
$ 8773494 3% 16915 § 1527226 % - (7.229,353)
4,823,224 821 305,315 20,330 {4,496,758)
619,389 250,863 378,266 - 9,740
331,266 59,640 710 - (270,946)
29,493 4427 - - (25,066)
282,418 - - - (282,418)
405,814 - ) - - {405,814)
$ 15265128 § 332666 $ 2211517 % 20,330 (12.700,615)

General revenues

Property taxes, levied for general purposes 501,085
Property taxes, levied for debt service 507,109
State aid - unrestricted 11,036,899
interest and investment eamings 88,255
Gain on sale of capital assets 980
Other 50,222
Extraordinary item, insurance recoveries 78,707
Total general revenues and exiraordinary item 12,263,257
Change in net assets (437,358)
Net assets - beginning 6.734474
Net assets - ending 6,297,116

See Accompanying Notes to Financial Statements
4-3
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Maple Valley Schools
Governmental Funds
Balance Sheet
June 30, 2007

Assets

Cash

Accounts receivable

Due from other funds

Due from other governmental units
Inventory

investments

Prepaid items

Total assets

Liabilities and Fund Balance
Liabilities

Accounts payable

Due to other funds

Due to other governmental units

Fayroll deductions and withholdings

Accrued salaries payable
Deferred revenue

Total fabilities

See Accompanying Notes to Financial Statements
4-4

Nonmajor Tatal
General Governmental Governmenial
Fund Funds Funds

3 849551 % 152,889 $ 1,002,540
28,671 - 28,671
181,092 167,777 348,869
2,154,029 4610 2,158,639

- 8,462 8,462

646,632 236,984 883,616
57,870 3,086 60,956

$ 3917845 % 573908 § 4481753
5 261514 % 16,907 $§ 278421
167,777 181,092 348,869
27,300 22 27,322
59,855 937 60,792
693,445 16,775 710,220
5347 - 5,347
1,215,238 215,733 1,430,971




Maple Valley Schools
Governmental Funds

Balance Sheet
June 30, 2007

Fund Balance
Reserved for inventory
Reserved for prepaid items
Reserved for debt service
Designated for unexpended allocations
Designated for capital acquisitions
Other undesignated

Total fund balance

Total liabilities and fund balance

See Accompanying Notes to Financial Statements

4.5

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
3 - % 8,462 § 8,462
57,870 3,086 60,956
- 234,570 234,570
159,410 - 159,410
72,100 - 72,100
2,413,227 112,057 2,525,284
2,702,607 358,175 3,080,782
§ 397845 § 573908 $ 4,491,753




Maple Valley Schools
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2007

Total fund balances for governmental funds $ 3,060,782
Total net assets for governmental activities in the statement of net assets is different because:

Certain receivables are not available to pay for current period expenditures and, therefore, are deferred in the funds.

Property taxes 12,332
Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds.
Capital assets not being depreciated 21,092
Capital assets - net of accumulated depreciation 9,858,760
Other long-term assets are not deferred in the governmental funds. 87,3563

Certain liabilities are not due and payable in the current period and are not reported in the funds.
Accrued interest (66,658)

Long-term liabilities applicable to governmental activities are not due and payable in the current period and accordingly
are not reported as fund liabilities.

Compensated absences (132,092)
Bonds payable (6,182,911)
Other loans payable and liabilities (161,542)
‘Net assets of governmental activities _ $ 6297116

See Accompanying Notes to Financial Statemenis
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Maple Valley Schools
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

For the Year Ended June 30, 2007

Revenues

L.ocal sources
State sources
Federal sources
Interdistrict sources

Total revenues

Expenditures
Current
Education
instruction
Supporting services
Food services
Athietic activities
Community services
Debt service
Principal
Interest and fiscal charges

Total expenditures

Excess (deficiency) of
revenues over expenditures

See Accompanying Notes to Financial Staternents
4-7

Nonmaijor Total
General Govemmental Governmental
Fund Funds Funds
$ 633962 % 833,569 $ 1,467,531
11,954,821 45,230 12,000,051
472,540 333,036 805,576
472 834 - 472,834
13,534,157 1,211,835 14,745,992
8,773,494 - 8,773,494
4,831,578 - 4,831,576
- 632,917 632,917
- 337,379 337,379
29,493 - 28,493
- 265,000 265,000
- 280,384 280,384
13,634,563 1,515,680 15,150,243
{100,406} (303,845) {404 251)
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Maple Valley Schools
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

For the Year Ended June 30, 2007

Other Financing Sources (Uses)
Insurance recoveries

Proceeds from sale of capital assets
Transfers in
Transfers out

Total other financing sources {(uses)
Net change in fund balance
Fund balance - beginning

Fund balance - ending

See Accompanying Notes to Financial Statements
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Nonmajor Total
General Governmental Governmental
Fund Funds Funds
78,707 - 78,707
980 - 8980
52,604 276,929 329,533
{276,929) {52,604) {329,533)
{144,638) 224 325 79,687
(245,044) (79,520) (324,564)
2,947 651 437 695 3,385,346
$ 27028607 % 358,175 $ 3,060,782




Maple Valley Schools
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2007

Net change in fund balances - Total governmental funds $ (324,564)

Total change in net assets reported for governmental activities in the statement of activities
is different because:

Revenues in the statement of activities that do not provide current financial resources are not reported as
reveriue in the funds.
Property taxes 2,071

Govemmental funds report capital outlays as expenditures. However, in the statement of activities the cost of
those assets is allocated over their estimated useful fives and reported as depreciation expense.

Depreciation expense {405,814)

Capital outlay 27,686
Expenses are recorded when incurred in the statement of activities.

interest (3,908)

Compensated absences . 21,240

Band and note proceeds and capital leases are reported as financing sources in the govemmental funds and thus contribute
fo the change in fund balance. In the statement of net assets, however, issuing debt increases long-term liabilities and does
not affect the statement of activities. Similarly, repayment of principal is an expenditure in the governmental funds but reduces
the liability in the statement of net assets. Also, governmental funds report the effect of issuance costs, premiums, discounts
and similar items when debt is first issued, whereas these amounts are deferred and amortized in the statement of activities.

Repayments of long-term debt 265,000
Repayments of capital lease 3,710
Amortization of premiums 1,894
Amartization bond issuance costs {5,460)
Amortization of gain on refunding {18,213)
Change in net assets of governmental activities $ (437 358)

See Accompanying Notes to Financial Statements
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Maple Valley Schools
Fiduciary Funds
Statement of Fiduciary Assets and Liabilities
June 30, 2007

Student
Activities

Agency Funds

Assets

Cash 3 124,301

Investments 30,410

Accounts receivable 532

Due from other funds 2,566
Total assels $ 157,808

Liabilities

Accounts payable 2,803

Due to other funds 17,122

Due to agency fund activities ) 137,884
Total iiabilities $ 157 8098

See Accompanying Notes to Financial Staterments
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Maple Valley Schools
Notes to Financial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Maple Valley Scheols (School District)
conform to accounting principles generally accepted in the United
States of America as applicable to governmental units. The following
is a summary of the School District's significant accountin g policies:

Reporting Entiity

The School District is governed by an elected seven-member Board
of Education. The accompanying financial statements have been
prepared in accordance with criteria established by the Governmental
Accounting Standards Board for determining the various
governmental organizaticns to be included in the reporting entity.
These criteria include significant operational financial relationships
that determine which of the governmental organizations are a part of
the School District’'s reporting entity, and which organizations are
legaily separate component units of the School District. The School
District has no component units.

District-wide Financial Statements

The Scheal District’s basic financial statements include both disfrict -
wide (reporting for the district as a whole) and fund financial
statements (reporting the School District's major funds). The district—
wide financial statements categorize all nonfiduciary activities as
either governmental or business type. All of the School District's
activities are classified as govermmental activities.

The statement of net assets presents governmental activities on a
consolidated basis, using the economic resources measurement
focus and accrual basis of accounting. This method recognizes all
long-term assets and receivables as well as long-term debt and
obligations. The Scheol District's net assets are reported in three
parts (1) invested in capital assets, net of related debt, (2) restricted

net assets, and (3) unrestricted net assets. The School District first
utilizes restricted resources to finance qualifying activities,

The statement of activities reports both the gross and net cost of
egach of the School District's functions.  The functions are also
supported by general government revenues (property taxes and
certain intergovernmental revenues). The statement of activities
reduces gross expenses (including depreciation} by related program
revenues, operating and capital grants. Program revenues must be
directly associated with the function. Operating grants include
operating -specific and discretionary (either operating or capital)
grants.

The net costs (by function) are normally covered by general revenue
(property taxes, state sources, interest income, efc.). The School
District does not allocate indirect costs. 1n creating the district-wide
financial statements the School District has eliminated interfund
transactions.

The district-wide focus is on thé sustainability of the School District
as an entity and the change in the School District's net assets
resulting from current year activities.

Fund Financial Statements

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

Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenue is recognized as soon as it is
both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon encugh
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thereafter to pay liabilities of the current period. For this purpose, the
School District considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as
well as expenditures related fo compensated absences and claims
and judgments, are recorded only when payment is due,

Property taxes, 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 fo
be available only when cash is received by the government.

Fiduciary fund statements also are reported using the economic
resources measurement focus and the accrual basis of accounting.

The School District reports the following major govemmental fund:

Gerneral Fund — The General Fund is used to record the general
operations of the Scheol Disfrict pertaining to education and
those operations not required to be provided for in other funds.

Additionally, the School District reports the following fund types:

Special Revenue Funds — Special Revenue Funds are used to
account for the proceeds of specific revenue sources that are
restricted to expenditures for specified purposes. The School
District's Special Revenue Funds include Food Service and
Athletic Funds. Operating deficits generated by these activities
are generally transferred from the General Fund.

Debt Service Funds — Debt Service Funds are used to record ax,
interest, and other revenue and the payment of interest, principal,
and other expenditures on long-term debt.

Fiduciary Funds — Fiduciary Funds are used to account for assets
held by the School District in a frustee capacity or as an agent.
The Agency Fund is custodial in nature (assets equal liabilities)
and does not involve the measurement of results of operations.
This fund is used to record the transactions of student groups for
school and school-related purposes.

Assets, Liabilities and Equity

Receivables and Payables — Generally, outstanding amounts owed
between funds are classified as "due from/to other funds®. These
amounts are caused by transferring revenues and expenses between
funds to get them into the proper reporting fund. These balances are
paid back as cash flow permits.

Property taxes and cther receivable s are shown net of an allowance
for uncollectible amounis.

Property taxes collected are based upon the approved tax rate for the
year of levy, For the fiscal year ended June 30, 2007, the rates are
as follows per $1,000 of assessed value.

General Fund

Nonhomestead 18.00000
Debt Service Funds
Homestead and nonhomestead 3.00000

School property taxes are assessed and collected in accordance with
enabling state legislation by cities and townships within the School
District's boundaries. Approximately 91% of the School District's tax
roll lies within the Townships of Kalamo, Vermoniville, Castleton, and
Maple Grove.
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The property tax levy runs frem July 1 to June 30. Properly taxes
become a lien as of December 1 and are due upon receipt of the
billing by the taxpayer. Collections are forwarded fo the School
District as collected by the assessing municipalities. Real property
taxes uncollected as of March 1 are purchased by the Counties of
Eaton and Barry and remitted to the School District by May 15.

Investments — Investments are stated at fair value based on a quoted
market price.  Cerlificates of deposit are stated at cost which
approximates fair value.

Inventories and Prepaid ltems — Inventories are valued at cost, on a
first-in, first-out basis. Inventories of governmental funds are
recorded as expenditures when consumed rather than when
purchased. Certain payments to vendors reflect costs applicable to
future fiscal years and are recorded as prepaid items in both district-
wide and fund financial statements.

Capital Assets — Purchased or constructed capital assets are
reported at cost or estimated hisforical cost. Donated capital assets
are recorded at their estimated fair market value at the date of
donation. The School District defines capital assets as assets with
an initial individual cost in excess of $5,000. Costs of normat repair
and maintenance that do not add to the value or materially extend
asset lives are not capitalized. The School District does not have
infrastructure assets.  Buildings, equipment, and vehicles are
depreciated using the straight-line method over the following useful
lives:

Buildings and additions 20-50 years
Equipment and furniture 5-10 years
Buses and other vehicles 5-20 years

Compensated Absences — The liability for compensated absences
reported in the district-wide financial statements consists of unpaid,
accumulated sick and vacation leave balances. The liability has
been calculated using the vesting method, which is based on
employees who are currently eligible to receive termination
payments,

Long-term Obligations — In the district-wide financial statements,
long-term debt and other long-term obligations are reported as
liabilities in the statement of net assets.

Fund Equity —~ In the fund financial statements, govemmental funds
report reservations of fund balance for amounts that are not available
for appropriation 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 School District's financial
statements.

Eliminations and Reclassifications

In the process of aggregating data for the statement of net assets
and the statement of activities, some amounts reported as interfund
activity and balances in the funds were eliminated or reclassified.
Interfund receivables and payables were eliminated to minimize the
“grossing up” effect on assets and liabilities within the governmental
activities column.
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Upcoming Accounting and Reporting Change

The Government Accounting Standards Board has issued Statement
No. 45, Accounting and Reporting by Employers for Postemployment
Benefits other than Pensions. The new pronouncement provides
guidance for school districts in recognizing the cost of retiree health
care. The new rules will cause district-wide financial statements to
recognize the cost of providing retiree healthcare coverage over the
working life of the employee, rather than at the time the health care
premiums are paid. The new pronouncement is effective for the year
ending June 30, 20089,

The Government Accounting Standards Board has issued Staterment
No. 49, Accounting and Financial Reporting for Pollution Remediation
Obligations. This statement addresses how to account for pollution
remediation activities of the effects of existing pollution; it does not
include prevention or contral activities or remediation required upon
the retirement of an asset. In general, the new rules will cause
district-wide financial statements to recognize a liability on the current
value of expected costs as estimated using the expected cash flows
method. This statement is effective for the year ending June 30,
2008.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND
ACCOUNTABILITY

Budgetary Information

Annual budgets are adopted on a basis consistent with accounting
principles generally accepted in the United States of America and
state law for the General and Special Revenue Funds. All annual
appropriations lapse at fiscal year end, thereby cancelling all
encumbrances.  These appropriations are reestablished at the
beginning of the year.

The appropriation level adopted by the Board is the level of control
authorized under the Act. The Act requires expenditures fo be
budgeted on a functional basis. State law requires the School District
to have its budget in place by July 1. A district is not considered in
violation of the Act if reasonable procedures are in use by the School
District fo detect viclations.

Budgeted amounts are as originally adopted or as amended by the
Board of Education throughout the year. Individual amendments
were not material in relation to the criginal appropriations which were
amended.

Excess of Expenditures over Appropriations
During the year, the School District incurred expenditures in certain

budgetary funds which were in excess of the amounts appropriated,
as follows:

Final Amount of Budget
Function Budget Expenditures  Variances
General Fund
Central 180,195 199,881 19,686

NOTE 3 - DEPOSITS AND INVESTMENTS

The School District's deposits and investments were reported in the
basic financial statements in the following categories:

Total

Govemmental Fiduciary Primary

Activities Funds Government
Cash § 1002540 % 184711 § 1157251
Investments 883,616 - 883,616
$ 1886156 % 154,711 § 2,040,867
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The breakdown between deposits and investments for the School

District is as follows:

Deposits (checking, savings accounts,

maney markets, certificates of depaosit) $ 1,156,786

Investments in securities, mutual funds,
and similar vehicles B8B3,616
Petty cash and cash on hand 465
Total $ 2040867

As of year end, the District had the following investments:

Investment Fair Value Maturities Rating  Rating Organization

‘MBIA Municipal investors
Service Corporation
Michigan CLASS

Michigan Liguid Asset Fund

ABANT Fitch
AAAmM  Standard and Poor's

188,509 30 Days Avg.
695,107 3 Mos. Avg.

3 883618

Interest rafe risk — in accordance with its investment policy, the
District manages its exposure to declines in fair values by structuring
its investment portfolio so that securities mature to meet the cash
requirements for engoing operations.

Credit risk — State statutes and the School District's investment policy
authorize the School District to make deposits in the accounts of
federally insured banks, credit unions, and savings and loan
associations that have an office in Michigan; the School District 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.

Concentration of credit risk — The District's investment policy does
not allow for an investment in any one issuer.

Custodial credit risk — deposits — In the case of deposits, this is the
risk that in the event of a bank failure, the District's deposits may not
be returned to it. The District does not have a deposit policy for
custodial credit risk. As of yearend, § 1,281,215 of the District's
bank balance of § 1,444,336 was exposed fo custodial credit risk
because it was uninsured and uncollateralized.

Custodial credit risk — investments — For an investment, this is the
risk that, in the event of the faillure of the counterparty, the
government will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. Of
the above investments of $ 883,616 the government has custodial
credit risk exposure of $ 695,107 because the related investment is
uncoliater alized and uninsured.
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NOTE 4 - CAPITAL ASSETS

A summary of the changes in governmental capital assets is as
follows:

Beginning Ending
Balance Increases Dacreases Balance
Governmental activities
Capital assets not being depreciated
Land § 15009 § - [} - 5 15,009
Consiruction in progress - 6,083 - 6.083
Total capital assels not being depreciate: 15.009 5,063 . - 21,093
Capilal assels heing depreciated
Buildings and improvements 13,324,310 - - 13,324,310
Equipment and fumilure 1,170,581 57728 - 1,228,208
Buses and other vehicles 1,133,252 - - 1,133 252
Total carital assets being depreciated 15,628,143 57,728 - 15,685,871
Less accumulated depreciation for
Buildings and improvements 4,202,272 283,682 - 4,485,854
Equipment and fumniture 610,588 63,403 - 673,991
Busges and olher vehicles B0B.437 58,729 - 867,168
Total accumulaled depreciation 58621,287 405814 - 6027111
Net capilal assels being depraciated 10,008 846 (348,086) - 9,658 760
Met capital assels 5 10021855 5 (342.003) $ - $§ 9678857

Depreciation for the fiscal year ended June 30, 2007 amounted to
$ 405,814, The School District determined that it was impractical to
allocated depreciation to the various governmental activities as the
assels serve multiple functions.

4-16

NOTE 5 - INTERFUND RECEIVABLE AND PAYABLE AND
TRANSFERS

Individual interfund receivable and payable balances at year end
were:

Due From Fund ) Due to Fund _ Amount
General Fund Food Service Fund 5 111,361
(General Fund Athletic Fund 55,271
General Fund Debt Service Fund 1,145
Athlstic Fund General Fund 63,026
Food Service Fund General Fund 111,156
Debt Service Fund General Fund . 6,910

5 348,869

The outstanding balances between funds result mainly from the time
lag between the dates that transactions are recorded in the
accounting system and payments between funds are made.

Management does not anticipate individual interfund balances to
remain outstanding for periods in excess of one year.

Interfund transfers were made during the year, between the General
Fund and the Athletic Fund totaling $ 276,929. Also, an indirect cost
recovery resulted in a transfer from the Food Service Fund to the
General Fund tofaling $ 52,604. These transfers were made to cover
the costs of the School District's programs that were in excess of
revenues generated from those activities.
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NOTE 6 - LEASES

Capital Leases

The School District has three capital leases for copier equipment.

The future minimum lease payments are as follows:

Year ending June 30,

2008 $ 14,037
2009 14,640
2010 13,032
2011 8,081
2012 S - 1<
Total minimum lease payments 51,293
Less amount representing interest 9,784
Present value of minimum |ease payments 3 41499

The assets acquired through capital leases are as follows:

Assels

Equipment and fumiture & 46,817
Less accumulated depreciation __ 4889
Net book value § 41878

NOTE 7 - LONG-TERM DEBT

The School District issues bonds, notes, and other contractual
commitments to provide for the acquisition and construction of major
capital facilities and the acquisition of certain equipment. General
obligation bonds are direct obligations and pledge the full faith and
credit of the School District.  Other long-term obligations include
compensated absences, claims and judgments, termination benefits,
and certain risk liabilities.

Long-term obligation activity is summarized as follows:

Amourt Dus
Beginning Ending Within Ona
Balanea Additivns Retutfions Balance Your
Govemmant cbligation bends $ 6725000 % - $ 285000 % 6480002 3 285,000
Qther bonds 126,043 - - 126,043 -
Capital legse 8,084 36,125 3,710 41,489 10,037
Cempensated absencas 153,332 s - 21,240 132,082 -
Premium on bonds 32204 - 1,884 3030 -
Defered amount on refunding {326,612) - 19,2143 {307,299} -
Defamred issuance costs (92,813} - 5460 {87,353) -
Total § 6820238 § 36,125 § 316517 5 6389192 5 305,037
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General obligation bonds payable at year end, consists of the
following:

$ 6,480,000 sedal bond due in annual installments of $ 295,000

to § 535,000 through May 1, 2023, interest at 3.00% to 4.30% ] 6,460,000
Future principal and interest requirements for bonded debt are as
follows:

Principal Interest Total

Year Ending June 30,

2008 3 295000 § 262016 5 557,016
2008 310,000 250,216 560,216
2010 320,000 237,818 557,816
2011 335,000 225,015 580,015
2012 345,000 211,815 556,615
2013-2017 1,950,000 838,073 2,789,073
2018-2022 2,370,000 416,294 2,786,204
2023 535,000 23,004 558,004
Total 3 6,480,000 § 2465049 3 s.gggmg

The general obligation bonds are payable from the Debt Service
Funds. As of year end, the fund had a balance of $ 234,570 to pay
this debt. Future debt and interest will be payable from future tax
levies.

Other bonds consist of the following:

$ 120,043 Durant Refunding serial bonds due in annual

installments through 5§/15/2013; interest 4.76% due annually 5 120,043

T e

These bond obligations issued by PA 142 are payable solely from
and are secured solely by an assignment by each School District of
certain categorical State School Aid payments. The State Legistature
has no obligation to make such appropriations. In the event the
Legislature fails to appropriate funds, the School District is under no
obligation for repayment of the debt obligation issued by PA 142

Future principal and interest requirements are as follows:

Principal Interast Total

Year Ending June 30,

2008 5 - 5 -3 .
2009 11,314 2,962 14,276
2010 69,677 26,245 95,822
2011 12,417 1,859 14,278
2012 13,008 1,268 14,276
2013 13,627 649 14,276
Totat 3 120,043 § 32,983 % 153,026

Compensated Absences

Accrued compensated absences (including employee payroll taxes)
at year end, consists of $ 132,092 of vacation hours earmned and
vested and accrued sick time benefits. The entire vested amount is
considered long-term as the amount expended each year is expected
to be offset by sick time eamed for the year.



Maple Valley Schools
Netes to Financial Statements
June 30, 2007

NOTE 8 - RISK MANAGEMENT

The School District is exposed to various risks of loss related fo
property loss, torts, errors and omissions, employee injuries (workers’
compensation) and certain medical benefits provided to employees.

The School District participates in a public entity risk pool through the
School Employers Group.  With the exception of unemployment
described below, this program provides substantially all the insurance
needs of the School District. The possibility of additional liabilities in
excess of current year contributions exists, however, since the
amounts are indeterminable and believed to be immaterial. no
contingent liabilities or assets have been recognized on the Scheol
District’s financial statements.

The School District is subject to the Michigan Employment Security
Act and has elected to pay unemployment claims on a direct self-
insured basis. Under this methed, the School District must reimburse
the Employment Commission for all benefits charged against the
School District. Total unemployment compensation expense for the
year amounted o $ 14,534, No provision has been made for
possible future claims.

NOTE 9 - DEFINED BENEFIT PENSICN PLAN

Plan Description

The School District has a defined benefit pension plan covering
substantially all employees. The plan is operated by the State of
Michigan's Public School Employees Retirement System (MPSERS),

which is a cost-sharing public employee retirement system (PERS).

The pension plan provides retirement, survivor and disability benefits
to plan members and their beneficiaries,

MPSERS operates within the Michigan Depariment of Management
and Budget, Office of Refirement Systems who has the authority to
establish and amend benefit provisions. The Michigan Depariment of
Management and Budget issues a publicly available financial report
that includes financial statements and required supplementary
information for MPSERS. That repert may be obtained by writing
Office of Retirement Services, .0, Box 30171, Lansing, Michigan
48909-7671 or calling 800-381-5111,

Funding Policy

The School is required by State stafute to contribute to MPSERS an
actuarially determined percentage of payroll for all participating
employees. Additionally, employees participating in the Member
Investment Plan contributed 3% to 4.3% of their covered wages
through payroll deduction.  In addition to retirement benefits, a
portion of the total MPSERS contribution is allocated to cover health,
dental and vision benefits. The following table discloses pertinent
information relative to MPSERS funding for the three-year period
beginning July 1, 2004 through June 30, 2007.
2007

2006 2005

Funding percentage range 16.34-17.74% 14.87-16.34% 12.88-14.87%

Total payroll 7,795,054 7,598,381 8,000,639
Total covered payroll 7.678,360 7,576,511 7,842,650
School contributions 1,338,526 1,213,821 1,112,833
Employee MIP contributions 206,042 202,981 192,911
Tax deferred payment program 58,413 66,732 55411
Portion of school contribution

cavering health, dental and

vision bensfits 37% 40% 44%
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Trend Information

Ten-year historical trend information is presented in the September
30, 2008, PERS Comprehensive Annual Financial Report.  This
information is useful in assessing the pension plan's accumulation of
sufficient assets to pay pension benefits as they become due. The
total benefit obligations and net assets available for benefits as of
September 30, 2005, the latest date for which information is
available, approximates $ 48.2 billion and $ 38.2 billion, respectively.
The School's share of the total current actuarially determined
employer contribution requirement under MPSERS was less than 1%
for the year ended September 30, 2006.

Post Employment Benefits

In addition to the pension benefits described above, the School
District provides post-retirement health care, dental, and vision
benefits for retirees and heneficiaries through Michigan Public School
Employees Retirement System (MPSERS).

Expenditures for these benefits are recognized on a cash
disbursement basis. During the year ended September 30, 2008,
statewide expenditures of $ 694 million were recognized for post-
retirement health care, dental and vision.  This represented
approximately 20% of the total expenditures of the Michigan Public
School Employess Retirement System.

NOTE 10 - CONTINGEN T LIABILITIES

Amounts received or receivable from grantor agencies are subjected
to audit and adjustment by grantor agencies, principally the federal
govemment.  Any disallowed claims, including amounts aiready
collected, may constitute a liability of the applicable funds. The
amount, if any, of costs which may be disallowed by the grantor
cannot be determined at this time although the School District

expects such amounts, if any, to be immaterial. A separate report on
federal compliance has been issued for the year June 30, 2007.

NOTE 11 - EXTRACRDINARY ITEM — INSURANCE RECOVERIE S

During the year, the School District lost several uniforms to a fire.
Insurance recoveries resulting from this loss are recorded as an
extraordinary item on the statement of activities totaling $ 78,707.
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Required Supplemental Information

Budgetary Comparison Schedule - General Fund

For the Year Ended June 30, 2007

Revenues

Local sources
State sources
Federal sources
Interdistrict sources

Total revenues

Expenditures
Instruction
Basic programs
Added needs
Aduit and continuing education
Supporting services
Pupil
Instructional staff
General administration
~ School administration
Business
Operations and maintenance
Pupil transportation services
Central
Community services

Total expenditures

Excess (deficiency) of
revenues over expenditures

Budgeted Amounts Over
(Under} Final
Original Final Actual Budget
$ 686,545 % 672,790 633962 $ (38,828)
11,761,328 11,826,981 11,954,821 27,840
440,495 468,480 472,540 4,080
164,000 477,941 472,834 (5,107}
13,052,368 13,548,192 13,534,157 {12,035)
6,547,708 6,778,018 6,765,713 (12,308)
2,113,304 1,980,988 1,976,387 (14,601)
- 31,797, 31,394 (403)
200,140 336,535 333,696 {2,839)
470,430 293,539 284,744 (8,795)
480,181 486,883 453,136 (33,747)
899,402 916,829 898,082 (18,747)
268,087 250,255 243,417 {6,838)
1,404,498 1,445,811 1,418,632 (26,273)
790,278 1,061,644 999,088 (62,556)
15,461 180,195 199,881 19,686
9,738 25,801 258,493 {308)
13,189,228 13,802,296 13,634,563 (167,733)
{146,860) (256 104) (100,408) 165,698
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Budgetary Comparison Schedule - General Fund

For the Year Ended June 30, 2007

Other Financing Sources (Uses)
Insurance recoveries

Proceeds from sale of capital assets
Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balance
Fund balance - beginning

Fund balance - ending

Budgeted Amounts

QOver
(Under) Final
Original Final Actual Budget
- 78,700 78,707 i
3,500 1,000 980 (20)
51,282 52,409 52,604 195
(239,000 {286,667) {276,829) 9,738
{184,218) {154 558) {144,638} 9,920
(331,078) (410,662) (245,044) 165,618
2,947 651 2,947 651 2,847,651 -
$ 2616573 $ 2536980 $ 2702607 $ 165,618
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Other Supplemental Information
Nonmajor Governmental Funds

Combining Balance Sheet

June 30, 2007

Debt
Service
Special Revenue Funds Fund Total
Nonmajor
1967 Governmental
Food Service Athletics Bend Issue Funds
Assels
Cash $ 30 & 18809 3 134050 $ 152,989
Due from other funds 111,361 55,271 1,145 167,777
Due from other govemmental units 4,610 - - 4610
Inventory 8,462 - - 8,462
Investments 130,677 - 106,307 236,984
Prepaid items : 2,920 166 - 3,086
Total assets $ 2568060 § 74346 $ 241502 $ 573,908
Liabilities and Fund Balance
Liabilities
Accolnts payable $ 14,745 3 2,162 3 - L 16,907
Due to other funds 111,186 63,026 6,910 181,092
" Payroll deductions and withholdings 431 506 - 937
Accrued salaries payable 8,123 8,652 - 16,775
Total liabilities 134,455 74,346 6,932 215733
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Other Supplemental Information
Nonmajor Governmental Funds

Combining Balance Sheet

June 30, 2007

Fund Balance
Reserved for inventory
Reserved for prepaid items
Reserved for debt service
Other undesignated

Total fund balance

Total liabilities and fund balance

Pebt
Service
Special Revenue Funds Fund Total
Nonmaijor

1997 Governmental

Food Service Athletics Bond Issue Funds
8,462 - - 8,462
2,920 166 - 3,086
- - 234 570 234 570
112,223 (166) - 112,057
123,605 - 234,570 358,175
$ 268060 $ 74346 % 241502 § 573,008
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Other Supplemental Information
Nonmajor Governmental Funds
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2007

Debt
Service
Special Revenue Funds Fund Total
Nonmajor
Food 1997 Governmental
Service Athletics Bond Issue Funds
Revenues
Local sources $ 264614 $ 60450 $ 518505 $ 833560
State sources 45230 - - 45230
Federal sources 333,036 - - 333,036
Total revenues 532,880 60,450 518,505 1,211,835
Expenditures
Current
Education
Food sarvices 632,917 - - 632,917
Athletic activities - 337.379 - 337,379
Debt service
Principal - - 265,000 265,000
Interest and other expenditures - - 280,384 280,384
Total expenditures 832,917 337,379 545,384 1,515,680
Excess (deficiency) of
revenues over expenditures {37) (276,929) (26,879) (303,845)
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Other Supplemental Information
Nonmajor Governmental Funds
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2007

Debt
Service
Special Revenue Funds Fund Total
Nonmajor

Food 1987 Govermmental

Service Athletics Bond Issue Funds

Other Financing Sources

Transfers in $ - $ 276929 § - $ 276,929
Transfers out {52,604) - - {62,604)
Total other financing sources (uses) (52,604) 276,929 - 224,325
Net change in fund balance (52,641 - (26,879) (79,520)
Fund balance - beginning 176,246 , - 261,449 437,695
Fund balance - ending $ 123605 % - $ 234570 $ 358,175
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To the Management and
Board of Education of
Maple Valley Schools

In planning and performing our audit of the financial statements of Maple Valley Schools as of
and for the year ended June 30, 2007, in accordance with auditing standards generally
accepted in the United States of America, we considered Maple Valley Schools’ internal control
over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing an opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.  Accordingly, we
do not express an opinion on the effectiveness of the Company's internal control.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Qur consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified a
deficiency in internal control that we consider to be a significant deficiency .

in conjunction with the documentation of the internal control process of the district, we noted
that the Business Manager currently has the ability to initiate, approve, and sign checks for
disbursements, as well as the ability to enter data into the accounts payable system and post
journal entries to the general ledger. Also, the Business Manager receives bank statements and
performs reconciliations without subsequent review or monitoring.  Although the Board of
Education and Superintendent review reports and monitor the budget, this leaves the district
open to risk of misstatements, due to fraud or error, that might not be prevented or detected by
the district's internal controls. Because proper segregation of duties is difficult o accomplish
with limited staff size, the need for further monitoring exists. We recommend that the
Superintendent open hank statements and scan cancelled checks and other transactions for
any unusual or improper items. Furthermore, we recommend that the reconciliations prepared
by the Business Manager are reviewed and approved by anocther appropriate member of
management.

In addition, during our audit we became aware of matters that are an opportunity for improving
internal controls or operating efficiencies.  These items are not considered significant
deficiencies or material weaknesses but are presented for your consideration.




Procurement Policy

During review of the disfricts procurement policy, we noted that, while the policy addresses
large purchases, it does not address small purchases. We recommend that to ensure open
competition, the district amend their current policy on procurement to include the purchase of
small items.

Physical Inventory for Equipment

During discussions with the Business Manager, we nofed that a physical inventory of equipment
is not taken periodically . We also noted that not all equipment is tagged by the district. Without
periodic physical inventories, loss and theft of equipment could go years before being detected.
We recommend the district begins performing periodic physical inventories and tagging all
equipment.

Charges for Adult Ala Carte Lunches

During our review of the Food Service program, we noted that the amount charged for aduit ala
carie lunches was less than required. Adult meals should at least be charged at a cost of
student lunch costs plus commodities plus sales tax. The dollar amount creaied by this
difference is immaterial (approximately $ 100), resulfing in this being considered an immaterial
instant of non-compliance. We recommend that adult lunch pricing be reviewed and adjusted
accordingly to follow cost requirements.

Failure to Follow ‘Electronic Transaction of Funds’ Policy

In reviewing procedures and controls relafed to electronic fransactions of fund, we noted that
the district does not currently follow its documented policy on these transactions. The district's
policy currently states that the Superintendent shall be responsible for these transactions,
including “payment approval, accounting, reporting, and generally overseeing compliance with
the ACH policy” and that these transactions should be approved prior to payment. Currently,
the Business Manager is active in each of these roles. We recommend that the district updates
their policy accordingly, or begins to operate according to the policy set forth.

Food Service Production Records

In reviewing procedures and controls related to the Food Service program, we noted that formal
production records are not being used at all school buildings for all meals. In some instances,
scrap paper was used to record production information instead of a formal production
document. Without a formal production record syster, errors and omissions could occur and
not be noted by management. We recommend the Food Service manager review State
prototype production records and implement these records for both lunch and breakfast at all
locations,

This communication is intended solely for the information and use of management, the Board of
Education, and others within the organization, and is not intended to be and should not be used
by anyone other than these specified parties.

Lansing, Michigan
October 22, 2007
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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

Members of the Board of Education
Maple Valley Schools
Vermontville, Michigan

We have audited the financial statements of the governmental activities, major fund, and the aggregate remaining fund
information of Maple Valley Schools as of and for the year ended June 30, 2007, and have issued our report thereon dated
October 22, 2007. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Maple Valley Schools’ internal control over financial reporting as a
hasis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of Maple Valley Scheols' internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Maple Valley Schools’ internal control over financial
reporting.

A control deficiency 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 misstatements on a timely basis. A significant
deficiency is a contro! deficiency, or combination of control deficiencies, that adversely affects the enfity's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal controls.

.




A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity's internal
control,

Qur consideration of the interal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. However, as described in the accompanying schedule of findings and questioned costs, we identified
a deficiency in internal control over financial reporting (finding 07-1) that we consider to be a significant deficiency .

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Maple Valley Schools' financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opirtion 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.

We noted certain matters that we reported to management of Maple Valley Schools in a separate letter dated October 22,
2007.

Maple Valley Schools' response to the finding identified in our audit is described in the accompanying schedule of findings
and questioned costs. We did not audit Maple Valley Schools’ response, and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the management, the Board of Education, others within the

entity, the Michigan Department of Education and the federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

‘74&«%‘ 7,20, 7C.

Lansing, Michigan
October 22, 2007
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Report on Compliance with Requirements Applicable to
Each Major Program and Internal Control Over
Compliance in Accordance with OMB Circular A-133

To the Board of Education
Maple Valley Schools
Vermontville, Michigan

Compliance

We have audited the compliance of Maple Valley Schools, with the fypes of compliance requirements described in the U.S, Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to its major federal program for the year
ended June 30, 2007. Maple Valley Schools’ major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to its major federal programs is the responsibility of Maple Valley Schools' management. Our responsibility is to
express an opinion on Maple Valley Schools’ compliance based on our audit.

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 Comptrolier 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 reascnable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred.  An audit includes examining, on a test basis, evidence about Maple Valley Schools' 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. Our audit does not provide a legal determination on Maple Valley Schools’ compliance with those
reguirements.

In our opinion, Maple Valley Schools complied, in all material respects, with the requirements referred to above that are applicable to
its major federal programs for the year ended June 30, 2007.




Internal Control over Compliance

The management of Maple Valley Schools is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit, we
considered Maple Valley Schools' internal control over compliance with requirements that could have a direct and material effect on a
maijor federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of Maple Valley Schools’ internal control over compliance.

A control deficiency in an entity's internal control over compliance 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 noncompliance with a
type of compliance requirement of a federa! program on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to administer a federal program such that there is more than a remote
liketihood that noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will not
he prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of deficiencies, that resuits in more than a remote likelihood that
material noncompliance with a type of compliance requirement of a federal program will not be prevented or detected by the entity’s
internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first paragraph of this section
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies or material weaknesses.
However, we as described in the accompanying schedule of findings and questioned costs, we identified a deficiency in internal
contral over compliance (finding 07-2) that we consider to be a significant deficiency.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining fund
information for Maple Valley Schools, as of and for the year ended June 30, 2007, and have issued our report thereon dated
October 22, 2007. Our audit was performed for the purpose of forming opinions on the financial statements that collectively comprise
Maple Valley Schools' basic financial statements. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial statements. Such
information has been subjected fo the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects, in relation to the financial statements taken as a whole.




This report is intended solely for the information and use of the management, the Board of Education, others within the entity, the
Michigan Department of Education and the federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

7..240 & 74’0, 7C.

Lansing, Michigan
Oclober 22, 2007




Maple Valley Schools
Schedule of Expenditures of Federal Awards
Faor the Year Ended June 30, 2007

Federal Grantor Federal Approved {Mema Only)}
Program CFDA Award/Grant AccruedDeferred Prior Year Current Year Curmrent Year AccruedDefered
Program Title Nursber Amount Revenue 06/30/36 Expenditures Expendilures Raceipts Adjustments Revanue 06/30/07
U.S, Departrnent of Agriculture
Natrition Gluster
* Maticnal Schoe] Lunch
06-1850 Section 4 - All lunches 10.555 5 323§ 867 § 32127 § 4104 § 4971 5 - -
07-1950 Section 4 - All lunches 10.555 33,842 - - 33,842 33,780 - &2
05-1960 Section 11 - Free 10,555 186,189 4,524 164,611 21,578 25,102 - -
07-1961 Section 11 - Free 10.555 187.458 - - 167.458 167,254 - 204
423,720 5391 195,738 2268982 232197 - 266
* Mational Breakfast Program
06-1970 Breakfast 10,553 86,284 3,181 7B.543 7741 10,922 - “
07-1970 Breakfast 10.553 76,980 - - 76,980 76.426 - 554
163,264 3.181 78,543 84,721 87,348 - 554
Total nutrition clusier 586,984 8,572 275,281 311,703 319.455 - 820
* Food Distributed
Cammodities-entilement 10,580 21,198 - - 21,198 21,198 - -
Commoditiss-kanus 10.550 135 - - 135 135 - -
21,333 - - 21333 21,333 - -
Total LS. Depastment of Agriculture 508,317 B572 275.281 333.038 340.788 - 820
.5, Depariment of Educalion
* Tifle | - Q61530 0586 84,010 283,454 27,183 283,454 - 27,183 -
* Title { - 071530 0507 84,010 283,454 - - 283,454 24%.364 - 34090
566,908 27,183 283,454 283,454 276,547 - 34,093
** Special Educafion 84.027 54,045 - - 54015 506,000 - 4015
“** MeKinney-Vintro Grant For Homsless Students 84,198 2350 - - 2330 2,390 - -
* Title V, Part A « B70250/0607 84.298 2.498 - - 2498 . 2498 - -
* Title 1, Part D Carryovar- 0B4290/0807 B4.318 5,288 “ - 5288 5,288 - -
* Title }, Pari O - 074290/0607 84,318 2.910 - - 2.910 2024 - Bes
8,198 - - 8,198 7312 - BaG
* Title II, Part A Carryover- HE0520/0847 B4.367 95,005 - - 95,05 76,055 18,850
* Title §l, Part A - D70520/0607 B4.367 94,563 - - - n -
* Title If, Part A Camyover - 050520/0508 84,367 95316 18,838 85,316 - 18,638 - -
284,884 18,638 85316 95,008 94 693 - 18,850
* Humicane Katrina Refisf - 464120 1 84.8938C 1008 1,008 1,009 - 1,009 -
* Senvice Provider Review 070440/0507 84.027A 4400 - - 4,000 - - 4,000
Totat LI5S, Department of Educaticn §23.902 46,830 379,779 449,560 434,449 - 61,941
U.S. Depariment of Health and Hurnan Servicas
** Medicaid Scheol Based Services - Quireach 93,778 22980 - - 22,980 22,984 - -
Total U.S, Depariment of Heallh and Human Services 22,980 - - 22,980 22980 - -
Total Fedeml Awards S 1565199 & 56402 S 680060 § BI5ETE S os217 S - 62.761

—— i

. Passed through Michigan Dep
- Paszed through Eafon Intermeafiafe School Dishrict

bl Passzed (hrough Fotterville School District

See Accompanying Notes to Schedule of
Expenditures of Federal Awards
-



Maple Valley Schools
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2007

. The Schedule of Expenditures of Federal Awards was prepared using the accrual basis of accounting.

Management has reported the expenditures in the Schedule of Expenditures of Federal Awards equal to those amounts
reported in the annual or final cost reports that have been submitted as of June 30, 2007.

. The federal amounts reported on the Form R-7120 "Grant Sections Auditors Report" and on the "Grant Auditors Report™ are in
agreement with the Schedule of Expenditures of Federal Awards.

. The amounts reported on the Recipient Entitlement Balance Report agree with the Schedule of Expenditures of Federal Awards
for U.S.D.A. donated food commodities.

-7-
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Maple Valley Schools
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

Section 1 - Summary of Auditor’s Results

Financial Statements
Type of auditor's report issued: unqualified
Internal control over financial reporting:

o Material weakness(es) identified? Yes X_No

o Significant deficiency (ies) identified that are not
congidered fo be material weaknesses? X Yes None reported
Noncompliance material to financial statements noted? Yes X __No

Federal Awards
[nternal control over major programs.
e Material weakness(es) identified? Yes X _No

« Significant deficiency(ies) identified that are not
considered to be material weaknesses A__Yes None reported

Type of auditor's report issued on compliance for major programs: unqualified
Any audit findings disclosed that are required to be

reported in accordance with section 510(a)
of Gircular A-1337 Yes

>

No




Maple Valley Schools
Schedule of Findings and Questioned Cosis
For the Year Ended June 30, 2007

Identification of major praograms:

CFDA Number(s) Name of Federal Program or Cluster
10.553, 10.555 Child Nutrition Cluster

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

Auditee qualified as a low-risk auditee? X Yes No




Maple Valley Schools
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

CURRENT YEAR

071

Criteria; The Business Manager currently has the ability to access the Schools’ entire disbursement cycle, including entering data
into the accounts payable system, check writing and signing authority, and performing bank reconcifiations.  Without proper
monitoring, there is a significant deficiency in internal controls aver the preparation of the financial statements.

Statement of Condition: The Business Manager currently has access 1o all modules of the Schools' accounting sofiware giving him
the ability to write checks and post journal entries. Also, the Business Manager performs the bank reconciliations which, once
completed, are not reviewed by another individual. These issues allow the Business Manager the ability, whether fraudulently or by
error, to misstate the financial statements. In our opinion, this represents a significant deficiency in internal controls over financial
reporting.

Effect of Condition: Due to lack of monitoring, the Schools’ financial data and statements could be misstated at any given point,
whether by fraud or error.

Cause of Condition: The size of the School’s staff is limited by the resources necessary to properly segregate all duties. This
results in the need for the Business Manager to have access fo all areas of the Schools’ software system.

Recommendation: The Schools’ should consider implementing additional monitoring procedures. We recommend that within the
hank reconciliation process, the Superintendent open the bank statements and scan cancelled checks and other transactions for any
unusual or improper items. Furthermore, we recommend that the reconciliations prepared by the Business Manager are reviewed
and approved by an appropriate member of management.

-10 -
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Maple Valley Schools
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

Auditee’s Response: Due o the lack of sufficient staff in the business office, current staff must perform multiple tasks across a
variety of functions. Sometimes this leads to insufficient controls and in particular over the preparation of the financial statements.

This issue is being reviewed by the Board of Education and the district is searching for remedies. However, it will be difficult to meet

all of the recommendations, as the District is facing serious financial difficulties and may have fo reduce the business office workforce
even more.

The District will seriously consider implermenting the recommendation for having the District's Superintendent involved with the bank

reconciliation process such as opening the bank statements and scanning cancelled checks and other {ransactions for unusual or
impraoper items.

PRIOR YEAR

There were no findings related to the financial statements which were required to be reported in accordance with generally accepted
government auditing standards for the year ended June 30, 2006.
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Maple Valley Schools
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

Section HlI — Federal Awards Findings and Questioned Costs

CURRENT YEAR

07-2

See finding 07-1.

PRIOR YEAR

There were no findings or questioned costs for Federal Awards for the year ended June 30, 20086.
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