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Independent Auditor’s Report

October 6, 2015

To the Board of Directors
M.I.T.C.H. Charter School
Washington County, Oregon

Report on the Financial Statements

We have audited the accompanying basic financial statements of the governmental activities and major
fund of M.IT.C.H. Charter School (the School), as of and for the year ended June 30, 2015, and the
related notes to the basic financial statements, which collectively comprise the basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these basic financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of basic financial statements that are free from material misstatement, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these basic financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the basic financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the basic financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the basic financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the preparation
and fair presentation of the basic financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the basic financial statements.

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



Opinions

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and major fund of M.L.T.C.H. Charter School, as of
June 30, 2015, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

The School adopted the provisions of GASB Statement No. 68, Accounting and Reporting for Pensions, as well
as the provisions of GASB Statement No. 71, Pensions Transition for Contributions Made Subsequent to the
Measurement Date, for the year ended June 30, 2015. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required
supplementary information, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the required
supplementary information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The listing of board members, located before the table of contents, and
the other information, as listed in the table of contents, are not a required part of the basic financial statements
and have not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Report on Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have issued our report
dated October 6, 2015 on our consideration of compliance with certain provisions of laws and regulations,
including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules. The purpose
of that report is to describe the scope of our testing of compliance and the results of that testing and not to
provide an opinion on compliance.

T layaa

R@Y R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

For the year ended June 30, 2015

As Management of M.LT.C.H. Charter School, we offer the following narrative overview and analysis of the
School’s financial statements for the years ended June 30, 2015. It is Management’s goal in preparing this
discussion to assist users of these financial statements in interpreting key data found in the pages that follow,
and to analyze the results of this fiscal year. Because the information contained in this discussion is
necessarily select in nature, it should be read and interpreted in conjunction with those financial statements.

These financial statements are presented in conformance with Governmental Accounting Standards Board
(GASB) Statement No. 34 as currently required.

The School’s basic financial statements consist of the following:
Government-wide financial statements
Fund financial statements
Notes to the basic financial statements

A budget-to-actual schedule is also included in this report as other information,

The government-wide financial statements are designed to provide an overview of the School’s financial
operations, in a manner similar to a private-sector business. The statement of net position presents
information regarding all assets and liabilities, with the difference between the two being reported as net
position. Changes in net position may serve as a useful indicator of whether or not the overall financial
position of the School is improving or deteriorating. The statement of activities presents information
showing how the School’s net position increased or decreased during the year under audit. All activities in
the government-wide financial statements are presented on the full accrual basis of accounting, in which they
are reported as soon as the event occurs, regardless of the timing of associated cash flows.

The fund financial statements are presented focusing on near-term inflows and outflows of expendable
resources, as well as balances of expendable resources available at the end of the year. This information
might be useful in assessing the School’s near-term financial situation, and is useful in the preparation and
analysis of annual budgets. The governmental fund financial statements provide reconciliation to the
government-wide financial statements.

1
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An analysis of the government-wide financial statements shows the following:

*The beginning net position for the year ended June 30, 2015 does not match the prior year’s
ending net position because GASB 68 required a restatement of the beginning net position as of
July 1, 2014 but did not require any restatement of prior year amounts because the information is
not only unavailable but not possible to calculate.

2015 2014 % Change
Assets
Current and other assets $ 856,494 $ 799,435 7.1%
Net pension asset 253,280 - 100.0%
Capital assets (net) 737,935 774,336 -4.7%
Total Assets $ 1,847,709 1,573,771 17.4%
Liabilities
Current and other liabilities 71,427 71,863 -0.6%
Noncurrent liabilities (net) 4,045 9,827
Total Liabilities 75,472 81,690 -7.6%
Deferred Inflows of Resources:
Net pension related deferral 373,830 - 100.0%
Net Position
Net investment in capital assets 737,935 774,336 -4.7%
Restricted 32,430 32,255 0.5%
Unrestricted 628,042 685,670 -8.4%
Total Net Position* 3 1,398,407 $ 1,492,261 -6.3%

* The School’s financial position strengthened during the year ended June 30, 2015.
Although total assets increased $335,907, the majority of the change resulted from the
mandated GASB 68 change in reporting. Tangible improvement was noted in an $85,911
increase in Cash and Investments as a result of revenues in excess of costs.

e "Total liabilities remained minimal and changes reflect the retirement of two small bank

loans.
2015 2014 % Change
Revenues
Charges for services 191,528 189,452 1.1%
Operating contributions 49,653 35,810 38.7%
General revenues 1,250,803 1,306,098 -4 2%
Total Revenues $1,491,984 $1,531,360 «2.6%
Expenses
Instruction 553,434 799,673 -30.8%
Support services 582,643 564,842 3.2%
Total Expenses 51,136,077 $1,364,515 -16.7%

iv



Change in Net Position 355,907 166,845 113.3%
Restated Beginning Net Position 1,042,500 1,325,416 -21.3%

Ending Net Position $ 1,398,407 $ 1,492,261 -6.3%

® Revenues come primarily from three major sources, state school funding, fundraising and
contributions. The 2.6% decrease in total revenues is primarily due to a reduction in state
school funding based upon a slightly lower student enroliment of 233 compared to 245 for
the 2013-14 school year. Fundraising and Contributions remained relatively constant.

» Expense differences between years ended June 30, 2014 and 2015 are primarily due to
implementation of GASB 68.

The Schedule of Revenues, Expenditures, and Changes in Fund Balance Governmental Fund -
Budget and Actual provides greater detail regarding the School’s revenues and expenditures for
the year. Significant budget variations we feel should be discussed are as follows:

* Total revenues exceeded budget by 1.1% as the school collected $74,778 (43.9%) more in
contributions and activity fees.

e Total expenditures were under budget by [.7% due to a school wide expense control effort
as well as conservative budgeting.

Please refer to the notes to the basic financial statements for other issues related to the 2014-15
fiscal year. Within that section are explanations of MITCH Charter School's organization and
operation, a summary of significant accounting policies, and other important information.

This financial report is designed to provide a general overview of the School’s finances for all
those with an interest in the School’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
School Director, Melissa Meyer, M.L.T.C.H. Charter School, 19550 SW 90 Court, Tualatin, OR
97062.
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