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INDEPENDENT AUDITOR’S REPORT 

President and Members, Board of Education 
Gogebic-Ontonagon Intermediate School District 
Bergland, Michigan 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of Gogebic-Ontonagon Intermediate School 
District, as of and for the year ended June 30, 2017, and the related notes to the financial statements, 
which collectively comprise the Gogebic-Ontonagon Intermediate School District’s basic financial 
statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

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

Auditor’s Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
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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 financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund and the aggregate 
remaining fund information of Gogebic-Ontonagon Intermediate School District as of June 30, 2017, and 
the respective changes in financial position for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Other Matters 

Required Supplemental Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplemental information on pages 7 through 12 and 
44 through 47, respectively, 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 supplemental information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Gogebic-Ontonagon Intermediate School District’s basic financial statements. 
The accompanying Other Financial Information is presented for purposes of additional analysis and is 
not a required part of the basic financial statements. The Schedule of Expenditures of Federal Awards is 
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations 
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards, and is also not a required part of the basic financial statements. 

The Other Financial Information and the Schedule of Expenditures of Federal Awards are the 
responsibility of management and was derived from and relate directly to the underlying accounting and 
other records used to prepare the basic financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the Other Financial Information and the Schedule of 
Expenditures of Federal Awards are fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
October 25, 2017 on our consideration of the Gogebic-Ontonagon Intermediate School District’s internal 
control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements and other matters.  The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing and not to provide an opinion on the internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards 
in considering Gogebic-Ontonagon Intermediate School District’s internal control over financial 
reporting and compliance. 

Certified Public Accountants 

Ironwood, Michigan 
October 25, 2017 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

Management’s Discussion and Analysis 

This section of the Gogebic-Ontonagon Intermediate School District’s (School District) annual 
financial report presents our discussion and analysis of the School District’s financial performance during 
the year ended June 30, 2017.  It is to be read in conjunction with the School District’s financial 
statements, which immediately follow. This is a requirement of the Governmental Accounting Standards 
Board Statement No. 34 (GASB 34) Basic Financial Statements – and Managements Discussion and 
Analysis – for State and Local Governments and is intended to provide the financial results for the fiscal 
year ended June 30, 2017.  

District-wide Financial Statements 

The District-wide financial statements appear first in the financial report. These financial 
statements include the statement of net position and the statement of activities. They report information 
about the School District as a whole. The statements are prepared using the accrual basis of accounting 
which is the accounting method used by most private sector businesses.  The statement of net position 
includes all of the School District’s assets and liabilities.  All current year revenues and expenses are 
reported in the statement of activities. The two statements report the governmental activities of the 
School District that include all services performed by the School District. These activities are funded 
mostly by state aid, federal and state grants and local property taxes. 

The statement of net position shows the School District’s assets, liabilities and deferred outflows 
and inflows of resources. The corresponding balance between the amounts calculates the net position or 
deficit of the School District.  A deficit occurs when there are more liabilities than there are assets to pay 
those liabilities.  This statement measures the financial strength of the School District; the greater the net 
position figure, the healthier the School District generally is. This shows if the School District will be 
able to fund their current obligations and shows what they have available for future use. 

The statement of activities shows the current year change in net position on a revenue less 
expense basis.  It generally shows the operating results for a given year of the School District.  Any 
excess of revenues over expenses results in a surplus for the year that in turn increases the net position 
available to fund future needs of the School District.  Any deficiency of revenues over expenses results in 
a deficit for the year that in turn reduces the net position of the School District. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

Fund Financial Statements 

The School District’s fund financial statements show detail of funds that are determined to be 
significant, called major funds.  The funds that are separately stated as major funds are the General Fund, 
which is the operating fund of the School District, the Special Education Fund and the Vocational 
Education Fund.  All of the School District’s services are reported in governmental fund types. The 
operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its 
assets, deferred outflows, liabilities, deferred inflows, fund balances, revenues and expenditures. 
Resources are allocated to and accounted for in individual funds based upon the purposes for which they 
are to be spent and the means by which spending activities are controlled. 

Governmental funds are accounted for by using an accounting method called modified accrual 
accounting (flow of current financial resources measurement focus). This method records revenues when 
all applicable eligibility requirements are met and resources are available to finance expenditures of the 
fiscal period.  Expenditures are recorded when the related liability is incurred.  The governmental fund 
financial statements show detail of operations for a given year according to this method of accounting. 
The individual fund statements help determine what financial resources are available on a short-term basis 
to fund operations. 

Since the District-wide financial statements and the fund financial statements use different 
methods of accounting to report the School District’s financial condition, a reconciliation is included in 
the financial statements showing the differences between the two types of statements. 

8 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

District-wide Financial Statements – Condensed Financial Information 

Statement of Net Position 

The following table shows the June 30, 2017 and 2016, condensed statement of net position with 
a detailed analysis of the statement below. 

Governmental Activities
           June 30,           
2017 2016 

ASSETS 

Cash, cash equivalents and investments $     3,906,577 $     3,171,444 
Accounts receivable 1,962,154 1,763,524 
Prepaid expense 36,541 3,545 
Capital assets, net of accumulated depreciation 865,255 725,379 

Total Assets $    6,770,527 $    5,663,892 

Deferred outflows of resources $    1,438,115 $    1,180,672 

LIABILITIES 

Accounts payable $     1,219,727 $        698,576 
Accrued salaries and benefits 339,538 364,103 
Due other school districts 49,752 91,001 
Long-term liabilities 109,453 104,127 
Net pension liability 7,105,168 6,740,638 

Total Liabilities $    8,823,638 $    7,998,445 

Deferred inflows of resources $    2,913,275 $    2,154,560 

NET POSITION 

Investment in capital assets, net of related debt $        865,255 $        725,379 
Unrestricted (4,393,526) (4,033,820) 

Total Net Position $  (3,528,271) $  (3,308,441) 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

District-wide Financial Statements – Condensed Financial Information (Continued) 

Statement of Net Position (Continued) 

The previous table shows the School District’s net position is a deficit of ($3,528,271) as of 
June 30, 2017. This is a decrease of $219,830 from the prior year’s balance of ($3,308,441).  Capital 
assets, net of related debt, are $865,255 and $725,379 at June 30, 2017 and 2016, respectively.  This 
figure is derived by taking the original costs of the School District’s assets, subtracting accumulated 
depreciation to date, and comparing this figure to the amount of long-term debt used to finance the 
acquisition of those assets. 

The unrestricted net position is a deficit of ($4,393,526) as of at June 30, 2017.  This is the net 
accumulated results of past years’ operations. The unrestricted net position deficit shows that the School 
District, with the implementation of GASB Statements No. 68 and 71, does not have enough assets to 
fund liabilities as of June 30, 2017. The School District’s operating results impact the unrestricted net 
position on a yearly basis. 

Statement of Activities 

The results of operations for the School District as a whole are reported in the statement of 
activities. This statement shows the changes in net position for the fiscal years ended June 30, 2017 and 
2016.  

Governmental Activities 
Year ended June 30, 
2017 2016 

Revenue: 
Program Revenue -
Operating grants and contributions $     9,774,477 $     8,828,028 

General Revenue: 
Property taxes 2,801,460 2,765,923 
State aid 927,234 621,642 
Other 109,868 68,428 

Total Revenue $   13,613,039 $   12,284,021 

Functions/Program Expenses: 
Instruction $     2,717,705 $     2,250,092 
Supporting services 11,008,706 9,880,789 
Depreciation (unallocated) 106,458 102,539 

Total Expenses $  13,832,869 $  12,233,420 

Change in Net Position $     (219,830) $         50,601 

10 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

District-wide Financial Statements – Condensed Financial Information (Continued) 

Statement of Activities (Continued) 

The School District had an overall decrease in net position of $219,830 for the year ended 
June 30, 2017. The School District’s total revenues were $13,613,039.  Operating grants and 
contributions totaled $9,774,477 or 72% of total revenues.  The unrestricted state aid of $927,234 
accounts for 7% of total revenues.  Property taxes assessed to the residents of the School District totaled 
$2,801,460 for the year ended June 30, 2017, or 21% of total revenue.  

The School District’s total cost to fund all governmental activities was $13,832,869 for the year 
ended June 30, 2017.  This was an increase of $1,599,449 from the year ended June 30, 2016.  

Fund Financial Statements 

The governmental funds fund equity was $1,622,292 at June 30, 2017.  Unassigned fund balance 
is $148,764 at June 30, 2017.  Assigned fund balance of $922,235 is reported for the School District with 
the detail reported on the Combined Balance Sheet.  The School District’ also reports restricted fund 
balances of $39,216 and $475,536 for the Special Education Fund and Vocational Education Fund at June 
30, 2017, respectively.  The General Fund reported an increase in fund balance of $94,163, the Special 
Education Fund decreased by $315,653, and the Vocational Education Fund increased by $7,488. The 
decrease in the Special Education Fund was due mostly to an increase in transfers to other school districts. 

General Fund Budgetary Items 

During the year, the School District revised its budget to attempt to match changes in the school 
funding environment and current needs of students and faculty.  State law requires that budgets be 
amended during the year so actual expenditures do not exceed appropriations.  A schedule showing the 
School District’s original budget compared to the final budget and actual expenditures is included as 
required supplemental information in the financial section of the audit report.  

Capital Assets 

At June 30, 2017, the School District had $865,255 invested in capital assets, net of accumulated 
depreciation.  This included a net increase during the past fiscal year of $139,876, consisting of additions 
totaling $246,334 and depreciation charges of $106,458.   

11 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

Debt 

The School District had $109,453 of long-term debt as of June 30, 2017, that consists of 
compensated absences. 

With the implementation of GASB No. 68 and 71, the School district reports a net pension 
liability of $7,105,168 at June 30, 2017. 

Future Considerations 

The June 30, 2017 budgets project healthy fund balances through June 30, 2018. 

Contacting the School District 

If you have any questions about this report or need additional information, contact the 
Superintendent or Business Manager at (906) 575-3438 or visit our website at www.goisd.org. 
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STATEMENT OF NET POSITION 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Governmental 
Activities 

ASSETS 

Cash and cash equivalents $       1,120,212 
Investments 2,786,365 
Accounts receivable: 
State of Michigan 1,789,302 
Federal government 15,422 
Due from other school districts 60,561 
Due from local government unit 96,869 

Prepaid expense 36,541 
Capital assets, net of accumulated depreciation 865,255 

TOTAL ASSETS $      6,770,527 

DEFERRED OUTFLOW OF RESOURCES 

Related to Pensions $      1,438,115 

LIABILITIES 

Accounts payable $       1,219,727 
Accrued salaries, benefits 
and related withholdings 339,538 

Due to other school districts 49,752 
Long term debt: 
Due in more than one year 109,453 

Net pension liability 7,105,168 

TOTAL LIABILITIES $      8,823,638 

DEFERRED INFLOW OF RESOURCES 

Unavailable Revenue - State grants 
Related to Pensions 
State aid funding for pensions 

$       2,673,963 
16,839 
222,473 

NET POSITION 
$      2,913,275 

Investment in capital assets 
Unrestricted 

$          865,255 
(4,393,526) 

TOTAL NET POSITION $    (3,528,271) 

The accompanying notes are an integral part of the 
financial statements. 
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STATEMENT OF ACTIVITIES 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

Expenses 

Program 
Revenues -
Operating 
Grants and 
Contributions 

Governmental 
Activities 

Net (Expense) 
Revenue and 
Changes in 
Net Position 

GOVERNMENTAL FUNCTIONS 
Current: 
Instruction and transfers to other districts 
Supporting services 
Depreciation (unallocated) 

$      2,717,705 
11,008,706 
106,458 

1,617,659 $    
8,156,818 

$    (1,100,046) 
(2,851,888) 
(106,458) 

TOTAL GOVERNMENTAL FUNCTIONS $    13,832,869 9,774,477 $    $    (4,058,392) 

GENERAL REVENUES 
Property taxes 
Unrestricted state aid and grants 
Unrestricted investment earnings 
Other 

$     2,801,460 
927,234 
24,711 
85,157 

TOTAL GENERAL REVENUES $    3,838,562 

CHANGE IN NET POSITION $       (219,830) 

Net position at July 1, 2016 $   (3,308,441) 

Net position at June 30, 2017 $   (3,528,271) 

The accompanying notes are an integral part of the 
financial statements. 
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COMBINED BALANCE SHEET - GOVERNMENTAL FUNDS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Total 
Special Vocational Governmental 

General Education Education Funds 

ASSETS 

Cash and cash equivalents $       976,008 $              780 $       143,424 $    1,120,212 
Investments 2,242,875 167,335 376,155 2,786,365 
Accounts receivable: 
State of Michigan 1,209,166 511,798 68,338 1,789,302 
Federal government 15,422 15,422 
Due from other school districts 36,317 1,968 22,276 60,561 
Due from local government unit 9,150 61,133 26,586 96,869 

Prepaid expense 10,531 21,978 4,032 36,541 

$   4,499,469 $      764,992 $      640,811 $   5,905,272 

LIABILITIES, DEFERRED INFLOW OF RESOURCES AND FUND EQUITY 

Accounts payable $    1,170,147 $         16,062 $         33,518 $    1,219,727 
Accrued salaries, benefits 
and related withholdings 10,959 268,089 60,490 339,538 

Due to other school districts 49,083 669 49,752 

TOTAL LIABILITIES $    1,230,189 $       284,151 $         94,677 $    1,609,017 
Deferred inflow of resources -
Unavailable revenue -
State grants 2,671,963 2,000 2,673,963 

Fund Equity: 
Fund balances: 
Nonspendable $         10,531 $         21,978 $           4,032 $         36,541 
Restricted for: 
Special Education 39,216 39,216 
Vocational Education 475,536 475,536 

Assigned for: 
Subsequent year expenditures 133,800 3,266 137,066 
Equipment and capital outlay 21,000 21,000 28,000 70,000 
Compensated absences 10,638 84,890 13,925 109,453 
Retiree incentives 24,000 151,125 21,375 196,500 
Indirect reserve 248,584 248,584 
LEA recapture 160,632 160,632 

Unassigned 148,764 148,764 

TOTAL FUND EQUITY $      597,317 $      478,841 $      546,134 $   1,622,292 

$   4,499,469 $      764,992 $      640,811 $   5,905,272 
The accompanying notes are an integral part of the 
financial statements. 
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 RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 
WITH THE STATEMENT OF NET POSITION 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Total fund equity of governmental funds $  1,622,292 

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

Additions: 
Capital assets used in governmental activities are not financial resources and 
therefore are not reported as assets in governmental funds. 
The cost of the capital assets are 
Accumulated depreciation is 

$ 1,946,336 
(1,081,081) 865,255 

Deferred outflow of resources - related to pensions 1,438,115 

Reductions: 
Deferred inflow of resources - related to pensions (16,839) 

Deferred inflow of resources - related to state aid funding for pensions (222,473) 

Long-term liabilities are not due and payable in the current period and 
therefore are not reported as liabilities in governmental funds.  (109,453) 

Net Pension liability (7,105,168) 

Total net position of governmental activities $(3,528,271) 

The accompanying notes are an integral part of the 
financial statements. 
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 COMBINED STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS 
GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

Total 
Special Vocational Governmental 

General Education Education Funds 

REVENUES 
Local sources 304,938 $       1,814,884 $    791,506 $       2,911,328 $        
State sources 2,935,329 1,115,030 206,990 4,257,349 
Federal sources 5,357,064 970,029 112,213 6,439,306 
Interdistrict sources 19,405 24,430 43,835 

TOTAL REVENUES 8,616,736 $    3,899,943 $    1,135,139 $    13,651,818 $      

EXPENDITURES 
Current: 
Instruction 1,524,610 $    674,147 $       2,198,757 $        
Supporting services 8,283,197 $    2,255,007 386,176 10,924,380 

Capital outlay 239,376 6,958 246,334 
Transfers to other school districts 429,021 67,328 496,349 

TOTAL EXPENDITURES 8,522,573 $   4,215,596 $   1,127,651 $   13,865,820 $     

EXCESS (DEFICIENCY) OF 
REVENUES OVER EXPENDITURES 94,163 $         (315,653) $      7,488 $          (214,002) $          

Fund balances at July 1, 2016 503,154 794,494 538,646 1,836,294 

FUND BALANCES AT JUNE 30, 2017 597,317 $      478,841 $      546,134 $      1,622,292 $       

The accompanying notes are an integral part of the 
financial statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, 
EXPENDITURES AND CHANGES IN FUND BALANCES WITH THE STATEMENT OF ACTIVITIES 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

Total net change in fund balances - governmental funds $ (214,002) 

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

Capital outlays to purchase or construct capital assets are reported as expenditures in 
governmental funds.  For governmental activities, those costs are shown in the statement 
of net position and allocated over their estimated useful lives as annual depreciation 
expenses in the statement of activities.  This is the amount by which capital outlay 
exceeds depreciation expense in the period. 

Depreciation expense $ (106,458) 
Less capital outlay 246,334 139,876 

In the statement of activities operating expenses for pension related items are measured 
by amounts earned during the year while the governmental funds report expenditures 
as amounts are paid. This year the amount paid for pension related items was more than 
the amount earned. (101,598) 

Revenue reported in the governmental funds that is deferred to offset the deferred outflows 
related to section 147c pension contributions subsequent to the measurement period include 
State aid funding for pension. (38,780) 

In the statement of activities operating expenses for compensated absences are measured 
by amounts earned during the year while the governmental funds report expenditures 
as amounts are paid. This year the amount paid for compensated absence related items 
was less than the amount earned. 

(5,326) 

Change in net position of governmental activities $ (219,830) 

The accompanying notes are an integral part of the 
financial statements. 
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NOTES TO FINANCIAL STATEMENTS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accompanying basic financial statements of Gogebic-Ontonagon Intermediate School 
District (School District) have been prepared as prescribed by the Michigan Department of Education. 
These policies are in conformity with accounting principles generally accepted in the United States of 
America as applied to governmental units.  The Governmental Accounting Standards Board is the 
accepted standard-setting body for establishing governmental accounting and financial reporting 
principles.  The following is a summary of the more significant accounting policies. 

Reporting Entity 

In conformity with generally accepted accounting principles, other autonomously operated 
governmental organizations are not considered to be part of the School District’s entity for financial 
reporting purposes, nor is the School District a component unit of another entity.  The criteria established 
for determining the various governmental organizations to be included in the School District’s financial 
statements include oversight responsibility, scope of public service and special financing relationships. 
Based upon the application of these criteria, the financial statements of the School District contain all the 
funds controlled by the School District’s Board of Education as no other entity meets the criteria to be 
considered a blended component unit or a discretely presented component unit of the School District. 

Basis of Presentation 

District-wide Financial Statements 

The School District-wide financial statements (Statement of Net Position and Statement of 
Activities) report information on all of the activities of the School District. All of the School District 
activities are considered to be governmental activities. Interfund activity, including operating transfers 
between activities and amounts due to and from governmental activities, has been eliminated in the 
School District-wide statements. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Presentation (Continued) 

Fund-based Financial Statements 

Separate financial statements are provided on the basis of funds, each of which is considered a 
separate fiscal and accounting entity. The operations of each fund are accounted for with a separate set of 
self-balancing accounts that comprise its assets, liabilities, deferred outflows and inflows of resources, 
fund equity, revenues and expenditures.  Resources are allocated to and accounted for in individual funds 
based upon the purposes for which they are to be spent and the means by which spending activities are 
controlled. The various fund types are grouped in the financial statements as major funds or nonmajor 
funds.  The School District reports the following major governmental funds: 

General Fund – is the primary operating fund of the School District.  This fund is used to 
account for all financial resources except those required to be accounted for in another 
fund. 

Special Revenue Funds – are used to account for the proceeds of specific revenue sources 
(other than expendable trusts or capital projects) that are legally restricted to expenditures 
for specified purposes. The School District uses the Special Revenue funds to account for 
the Special Education Fund and Vocational Education Fund for the School District’s 
activity. 

Basis of Accounting 

District-wide Financial Statements 

The District-wide financial statements report all financial and capital assets, short and long-term 
liabilities, deferred outflows/inflows of resources, revenues, expenses, gains and losses using the 
economic resources measurement focus and the accrual basis of accounting. All revenue is recorded 
when earned and expenses are recorded when a liability is incurred.  

The Statement of Activities reports net cost information based on the School District’s functions. 
Direct expenses are listed by function with program revenues for each function offset against those 
expenses.  Program revenues include charges for services that are fees and other charges to the users or 
recipients of the services the School District provides.  Program revenues also include operating grants 
and contributions that are restricted for a particular purpose.  Property taxes, nonrestricted state aid and 
other revenues that are not program revenues are reported as general revenues. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Accounting (Continued) 

Fund-based Financial Statements 

The governmental funds are accounted for by using the modified accrual basis of accounting as 
required by the Michigan Department of Education.  Under the modified accrual basis of accounting, 
revenue is recognized when the revenue is subject to accrual, eligibility requirements are met and the 
revenues are available to finance expenditures of the fiscal period.  Revenue is considered available when 
the revenue has been collected in the current period or soon enough after the end of the period to be used 
to pay current period liabilities. The School District considers revenues to be available if collected within 
60 days of the end of the period except for tax revenues as discussed in Note J. Expenditures are recorded 
when the related liability is incurred.  Exceptions to this general rule include compensated absences and 
principal and interest on long-term debt, both of which are recognized when due.  Property taxes are 
recognized in the fiscal year for which the taxes have been levied. Restricted assets are considered to be 
applied first. 

During the course of operations the School District has activity between funds for various 
purposes.  Any residual balances outstanding at year end are reported as due to/from other funds and 
transfers of resources between funds are reported at gross amounts as transfers in/out. While reported in 
the fund-based financial statements they are eliminated in the preparation of the District-wide financial 
statements. 

The School District first utilizes restricted resources to finance qualifying activities. 

Property Taxes 

Property taxes attach as an enforceable lien on property as of December 31st. School taxes are 
levied on the ensuing July 1st, with summer collections due by August 15th and winter collections due by 
February 15th annually from the respective governmental units. Current property taxes are collected for 
the School District by the Cities of Bessemer, Ironwood and Wakefield and Townships of Bessemer, 
Ironwood, Erwin, Wakefield, Watersmeet, Marenisco, Bergland, Interior, Bohemia, Greenland, Haight, 
Matchwood, Rockland, Ontonagon, Stannard, McMillan and Carp Lake. Delinquent real property taxes of 
the School District are purchased annually by the Counties of Ontonagon and Gogebic. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

State Foundation Revenue 

The State of Michigan follows a foundation grant approach, which provides for a specific annual 
amount of revenue per student based on a statewide formula.  The Foundation is funded from state and 
local sources.  Revenues from state sources are primarily governed by the School Aid Act and the School 
Code of Michigan.  The Michigan Department of Education administers the allocation of state funds to 
school districts based on information regarding average pupil membership supplied by the districts. The 
funds received in July and August of 2017 are State appropriations for the year ended June 30, 2017, and, 
as such, are recorded as accounts receivable. 

State Categorical Revenue 

The School District also receives revenue from the State to administer certain categorical 
education programs.  State rules require that revenue earmarked for these programs be expended for its 
specific purpose.  Categorical funds received, which are not expended by the close of the fiscal year are 
recorded as deferred inflows of resources. 

Federal Revenue 

Expenditure-driven grants are recognized as revenue when revenue is available, the qualifying 
expenditures have been incurred and all other grant requirements have been met. 

Cash and Cash Equivalents 

The School District’s cash and cash equivalents include cash on hand, amounts in demand deposit 
accounts at local financial institutions and short-term investments with a maturity of three months or less 
when acquired. Cash and cash equivalent balances for individual funds are pooled unless maintained in 
segregated accounts. 

Investments 

State statutes authorize the School District to invest in bonds and other direct and certain indirect 
obligations of the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository 
receipts of a bank, savings and loan association or credit union, which is a member of the Federal Deposit 
Insurance Corporation, Federal Savings and Loan Insurance Corporation or National Credit Union 
Administration, respectively; in commercial paper rated at the time of purchase within the three highest 
classifications established by not less than two standard rating services and which matures not more than 
270 days after the date of purchase. The School District is also authorized to invest in U.S. Government 
or federal agency obligation repurchase agreements, bankers’ acceptances of U.S. banks and mutual funds 
composed of investments outlined above.  Investments are stated at fair market value. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Interfund Balances and Transfers 

During the course of operations, numerous transactions occur between individual funds for goods 
provided or services rendered. These receivables and payables are classified as “due from other funds” or 
“due other funds” on the balance sheet of the fund-based financial statements. The School District reports 
no interfund balances at June 30, 2017 and there were no interfund transfers for the year ending June 30, 
2017. 

Capital Assets and Depreciation 

Capital assets include land and land improvements, buildings, machinery and equipment, and 
vehicles and are reported in the School District-wide financial statements.  Capital assets are defined by 
the School District as assets with an acquisition cost of generally more than $5,000 with an estimated 
useful life in excess of five years or at the discretion of the Superintendent.  Assets meeting this criteria 
are recorded at historical cost or estimated historical costs if the amount is not known.  Any donated 
capital assets are recorded at estimated fair market value at the date of donation.  The costs of capital 
assets are charged to expense using an annual allocation of depreciation expense. Taking the depreciable 
cost of an asset and dividing that cost by its estimated useful life calculates the annual expense.  The 
expense is recorded in the School District-wide Statement of Activities and included as a direct expense 
of an identifiable function if the assets sole purpose can be identified as being for that function. 
Depreciation expense (unallocated) is the amount of depreciation expense that cannot be charged to any 
particular function. 

The capital assets are depreciated using the straight-line method over the following useful lives 
(land excluded as not depreciable): 

Land improvements 20 years 
Buildings 20-50 years 
Machinery and equipment 5-20 years 
Vehicles 5-10 years 

Impairment of Long-lived Assets 

Management reviews long-lived assets held and used by the School District for impairment 
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. In the event that facts and circumstances indicate that the cost of any long-lived assets may 
be impaired, an evaluation of recoverability would be performed. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Deferred Outflows/Inflows of Resources 

In addition to assets, the statements of net position and balance sheet will sometimes report a 
separate section for deferred outflows of resources.  This separate financial statement element, deferred 
outflows of resources, represents a consumption of net position that applies to future periods and so will 
not be recognized as an outflow of resources (expense/expenditure) until then. The School District has 
one item that qualifies for reporting in this category. Deferred outflows are recognized for pension related 
items which are expensed in the plan years in which they apply. 

In addition to liabilities, the statement of net position and balance sheet will sometimes report a 
separate section for deferred inflows of resources. This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to future periods and so will not 
be recognized as an inflow of resources (revenue) until that time.   The School District has two items that 
qualify for reporting in this category. The School District reports unavailable revenue from federal and 
state grants as an inflow of resources in the period that the amounts become available. The School District 
has future resources yet to be recognized in relation to the pension actuarial calculation and state aid 
funding for pension. These future resources arise from differences in the estimates used by the 
actuary to calculate the pension liability and the actual results. The amounts are amortized over a 
period determined by the actuary. 

Compensated Absences 

The liability for accumulated vacation and sick pay amounts is recorded in the District-wide 
Statement of Net Position. The current portion, if any, of accumulated vacation and sick pay is recorded 
as a liability in the fund-based financial statements. Accumulated vacation and sick pay are paid from the 
funds in which employees’ accumulated time is allocated to as they earn it. 

Unemployment Insurance 

The School District reimburses the Michigan Unemployment Insurance Agency (UIA) for the 
actual amount of unemployment benefits disbursed by the UIA on behalf of the School District. Billings 
received for amounts paid by the UIA through June 30th are accrued. 

Investment in Capital Assets, Net of Related Debt 

This is the portion of Net Position of the School District that consists of capital assets, net of 
accumulated depreciation and reduced by long-term liabilities for notes, bonds and other debt attributable 
to the acquisition, construction or improvement of those assets. The School District has no debt 
attributable to capital assets at June 30, 2017. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Restricted Net Position 

Net Position is restricted when there are constraints placed on their use by external parties or by 
statute. 

Unrestricted Net Position 

Net Position not meeting either criteria above are considered unrestricted. 

Fund Balance Policies 

Fund balance measures the net financial resources available to finance expenditures of future 
periods.  Fund balance is the difference between assets and liabilities reported in a governmental fund. 
The School District’s Unassigned General Fund Balance will be maintained to provide the School District 
with sufficient working capital and a margin of safety to address local emergencies without unnecessary 
borrowing.  The Unassigned General Fund Balance may only be appropriated by resolution of the School 
District’s Board of Education (Board).  It is recognized that it will not always be possible to avoid 
borrowing to provide cash flow. 

Fund Balances of the District may be committed for a specific source by formal action of the 
Board.  Amendments or modifications to the Committed Fund Balance must also be approved by formal 
action of the Board.  Committed Fund Balance does not lapse at year end. 

The Board delegates authority to assign fund balance for a specific purpose to the Superintendent 
and Director of Business and Finance.  Assigned Fund Balance does not lapse at year end.  

Restricted fund balances are those amounts that can only be spent for the specific purposes 
stipulated by external resource providers. 

Nonspendable Fund Balances include amounts that are not in a spendable form and include items 
such as prepaid expenses. 

For purposes of fund balance classification, expenditures are to be spent from Restricted Fund 
Balance first (when appropriate), followed in order by Committed Fund Balance, Assigned Fund Balance 
and lastly, Unassigned Fund Balance. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenditures during the reporting period.  Actual results could differ from those estimates. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Subsequent Events 

Subsequent events have been evaluated through the date of the audit report, the date the financial 
statements were available to be issued. 

NOTE B – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

Budgets 

The School District follows these procedures in establishing the budgetary data reflected in the 
financial statements. 

1. Prior to July 1, the School District Superintendent submits to the Board of Education 
a proposed operating budget for the fiscal year commencing July 1.  The operating 
budget includes proposed expenditures and the means of financing them.  The level 
of control for the budget is at the functional level. 

2. A public hearing is held to obtain taxpayer comments. 

3. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to 
the Uniform Budgeting and Accounting Act (Michigan Public Act 621 of 1978). 

4. The Superintendent is authorized to transfer budgeted amounts between major 
expenditure functions within any fund; however, these transfers and any revisions 
that alter the total expenditures of any fund must be approved by the School District 
Board of Education. 

5. Budgets for the General and Special Revenue Funds are adopted on a basis consistent 
with generally accepted accounting principles. These budgets lapse at the end of each 
year. 

6. Budgeted amounts presented in the financial statements are as originally adopted, or 
as amended, by the Board of Education prior to June 30, 2017. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE B – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED) 

Public Act 621 of 1978 Disclosures 

Public Act 621 of 1978 (MCL 141.421), as amended, requires local units of government to 
prepare and to monitor their fiscal year budgets in accordance therewith. The Act provides that a school 
district must amend its budget if it becomes apparent that the School District’s actual revenues will 
deviate from those budgeted, or if the School District’s expenditures will exceed the amounts 
appropriated.  During the year ended June 30, 2017, the School District incurred expenditures in excess 
of the amounts appropriated.  

Public Act 275 of 1980 Disclosures 

There were no deficits in any of the School District’s fund-based financial statements as of 
June 30, 2017. 

NOTE C – CASH AND CASH EQUIVALENTS AND INVESTMENTS 

The carrying amount of various deposits presented in the statement of net position as “Cash and 
Cash Equivalents” and “Investments” were made in local financial institutions whose deposits are 
covered by federal depository insurance or in a municipal investment fund.  All deposits were made in 
accordance with State of Michigan statutes and under authorization of the Board of Education. 

At June 30, 2017, cash on deposit and certificate of deposit investments in financial institutions 
totaled $1,786,954 of which $1,536,954 exceeded federal depository insurance. 

Investments of the School District of $2,786,365 consist of deposits in an uninsured municipal 
investment fund with the Michigan School District Liquid Asset Fund account and are recorded at fair 
market value.  The Fund is invested in accordance with Section 622, 1221 and 1223 of the Michigan 
School Code. These deposits are short-term, highly liquid investments that are readily convertible to 
known amounts of cash and mature in short periods of time so that their values are effectively immune 
from changes in interest rates. 

The School District places its deposits and investments with, what it believes to be, high quality 
financial institutions. Although such deposits and investments were in uninsured funds, they are, in the 
opinion of the School District, subject to minimal risk.  The School District’s investments are not exposed 
to credit risk or interest rate risk. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE D – LONG-TERM LIABILITIES 

A summary of long-term liability balances and activity for the year ended June 30, 2017, is as 
follows: 

Balance 
at 

July 1, 
2016 Additions Deductions 

Balance 
at 

June 30, 
2017 

Current 
Portion 

Compensated Absences 104,127 $    5,326 $      0 $             109,453 $   $             0 

Compensated Absences 

Compensated absences consist of amounts due employees for unused accumulated vacation and 
sick leave upon termination of their employment.  The accrued amount of vacation pay is estimated by 
multiplying the number of hours each employee has accumulated at June 30, 2017 times their current rate 
of pay.  The accrued amount of sick pay is estimated by multiplying the number of days each employee 
has accumulated at June 30, 2017 times $50 per day as negotiated per union and employment contracts. 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS 

Plan Description 

The Michigan Public School Employees’ Retirement System (MPSERS) is a cost-sharing, 
multiple employer, state-wide, defined benefit public employee retirement plan governed by the State of 
Michigan (State) originally created under Public Act 136 of 1945, recodified and currently operating 
under the provisions of Public Act 300 of 1980, as amended. Section 25 of this Act establishes the Board’s 
authority to promulgate or amend the provisions of the System. MPSERS issues a publicly available 
Comprehensive Annual Financial Report that can be obtained at http://www.michigan.gov/ 
orsschools/0,1607,7-206-36585---,00.html. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Benefits Provided 

Participants are enrolled in one of multiple plans based on date of hire and certain voluntary 
elections. A summary of the pension plans offered by MPSERS is as follows: 

Plan Name Plan Type Plan Status 

Basic 
Member Investment Plan (MIP) 
Pension Plus 
Defined Contribution 

Defined Benefit 
Defined Benefit 
Hybrid 
Defined Contribution 

Closed 
Closed 
Open 
Open 

Benefit provisions of the defined benefit pension plan are established by State statute, which may 
be amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions for the 
defined benefit (DB) pension plan. Retirement benefits for DB plan members are determined by final 
average compensation (FAC) and years of service. DB members are eligible to receive a monthly 
benefit when they meet certain age and service requirements. The System also provides disability and 
survivor benefits to DB plan members. In addition, the System’s health plan provides all retirees with the 
option of receiving health, prescription drug, dental and vision coverage under the Michigan Public School 
Employee’s Retirement Act. 

Prior to pension reform of 2010 there were two plans commonly referred to as Basic and the 
Member Investment Plan (MIP). Basic Plan member’s contributions range from 0% to 4%. On January 1, 
1987, the MIP was enacted. MIP members enrolled prior to January 1, 1990, contribute at a permanently 
fixed rate of 3.9% of gross wages. Members first hired January 1, 1990, or later including Pension Plus 
Plan members, contribute at various graduated permanently fixed contribution rates from 3% to 7%. 

Pension Reform 2010 

On May 19, 2010, the Governor signed Public Act 75 of 2010 into law. As a result, any member 
of the Michigan Public School Employees’ Retirement System (MPSERS) who became a member of 
MPSERS after June 30, 2010 is a Pension Plus member. Pension Plus is a hybrid plan that contains a 
pension component with an employee contribution (graded, up to 6.4% of salary) and a flexible and 
transferable defined contribution (DC) tax-deferred investment account that earns an employer match of 
50% (up to 1% of salary) on employee contributions. Retirement benefits for Pension Plus members are 
determined by final average compensation and years of service. Disability and survivor benefits are 
available to Pension Plus members. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Pension Reform 2012 

On September 4, 2012, the Governor signed Public Act 300 of 2012 into law. The legislation 
grants all active members who first became a member before July 1, 2010 and who earned service credit 
in the 12 months ending September 3, 2012, or were on an approved professional services or military 
leave of absence on September 3, 2012, a voluntary election regarding their pension. Any changes to a 
member’s pension are effective as of the member’s transition date, which is defined as the first day 
of the pay period that begins on or after February 1, 2013. Under the reform, members voluntarily chose 
to increase, maintain, or stop their contributions to the pension fund. Members who elected under option 1 
to increase their level of contribution contribute 4% (Basic Plan) or 7% (MIP). 

Regular Retirement (no reduction factor for age) 

Eligibility - Age 55 with 30 years credited service; or age 60 with 10 years credited service. For 
Member Investment Plan (MIP) members, any age with 30 years of credited service; or age 60 with 10 
years of credited service; or age 60 with 5 years of credited service provided member worked 
through 60th birthday and has credited service in each of the last 5 years. For Pension Plus members, 
age 60 with 10 years of credited service. 

Annual Amount - Total credited service as of the Transition Date times 1.5% of final average 
compensation. 

Pension Plus 

An amount determined by the member’s election of Option 1, 2, 3, or 4 described below. 

Option 1 - Credited Service after the Transition Date times 1.5% times FAC. 

Option 2 - Credited Service after the Transition Date (until total service reaches 30 
years) times 1.5% times FAC, plus Credited Service after the Transition Date and over 30 
years times 1.25% times FAC. 

Option 3 - Credited Service after the Transition Date times 1.25% times FAC. 

Option 4 - None (Member will receive benefit through a Defined Contribution (DC) plan). 
As a DC participant they receive a 4% employer contribution to a tax-deferred 401 (k) 
account and can choose to contribute up to the maximum amounts permitted by the IRS. 

Employees who first work on or after September 4, 2012 choose between two retirement plans: 
the Pension Plus Plan and a Defined Contribution that provided a 50% employer match up to a 3% of 
salary on the employee contributions. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Final Average Compensation - Average of highest 60 consecutive months (36 months for MIP 
members). FAC is calculated as of the last day worked unless the member elected option 4, in which case 
the FAC is calculated at the Transition Date. 

Member Contributions 

Depending on the plan selected, member contributions range from 0% to 7%. Plan members 
electing the defined contribution plan are not required to make additional contributions. 

Employer Contributions 

Reporting units are required by Public Act 300 of 1980, as amended, to contribute amounts 
necessary to finance the coverage of members and retiree Other Post-Employment Benefits (OPEB). 
Contribution provisions are specified by State statue and may be amended only by action of the State 
Legislature. 

Employer contributions to the System are determined on an actuarial basis using the entry age 
normal actuarial cost method. Under this method, the actuarial present value of the projected benefits of 
each individual included in the actuarial valuation is allocated on a level basis over the service of the 
individual between entry age and assumed exit age. The portion of this cost allocated to the current 
valuation year is called the normal cost. The remainder is called the actuarial accrued liability. Normal 
cost is funded on a current basis. The unfunded (overfunded) actuarial accrued liability as of September 
30, 2016 valuation will be amortized over a 20 year-period. 

School districts’ contributions are determined based on employee elections. There are several 
different benefit options included in the plan available to employees based on date of hire. Contribution 
rates are adjusted annually by the Office of Retirement Services (ORS). The range of rates is as follows: 

October 1, 2015-September 30, 2016 14.56%-18.95% 
October 1, 2016-September 30, 2017 15.27%-19.03% 

The District’s pension contributions for the year ended June 30, 2017 were equal to the required 
contribution total. Pension contributions were approximately $782,403 with $767,342 specifically for 
the Defined Benefit Plan. These amounts include contributions funded from the state revenue Section 
147c restricted to fund the MPSERS Unfunded Actuarial Accrued Liability (UAAL) Stabilization Rate 
(72.88% for pension and 27.12% for OPEB). 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 

Pension Liabilities 

At June 30, 2017, the District reported a liability of $7,105,168 for its proportionate share of the 
net pension liability. The net pension liability was measured as of September 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
that date. The District’s proportion of the net pension liability was based on a projection of its long-term 
share of contributions to the pension plan relative to the projected contributions of all participating 
reporting units, actuarially determined. At September 30, 2016 and 2015, the District’s proportion was 
.02848 and .02759 percent. 

MPSERS (Plan) Non-university employers: September 30, 2016 September 30, 2015 

Total pension liability 
Plan fiduciary net position 
Net pension liability 
Proportionate share 
Net Pension liability for the District 

67,914,445,078 $     66,312,041,902 $     
42,968,263,308 $     41,887,015,147 $     
24,946,181,770 $     24,425,026,755 $     
0.02848% 0.02759% 

7,105,168 $              6,740,638 $              
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (Continued) 

For the year ended June 30, 2017, the District recognized pension expense of approximately 
$480,750. This amount excludes contributions funded from state revenue Section 147c restricted to fund 
the MPSERS Unfunded Actuarial Accrued Liability (UAAL) Stabilization Rate. These amounts have 
been recorded as a deferred outflow as of June 30, 2017. 

At June 30, 2017, the Reporting Unit reported deferred outflows of resources and deferred 
inflows of resources related to pension from the following sources: 

Deferred 
Outflows of 
Resources 

Deferred 
(Inflows) of 
Resources 

Change in assumptions $     111,084 

Net difference between projected and actual 
earnings on pension plan investment earnings 118,088 

Differences between expected and actual experience 88,549 $      (16,839) 

Changes in proportion and differences between employer 
contributions and proportionate share of contributions 463,060 

Reporting unit's contributions subsequent to the 
measurement date 657,334 

$ 1,438,115 $     (16,839) 

$657,334 reported as deferred outflows of resources related to pensions resulting from District 
employer contributions subsequent to the measurement date, will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2017. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (Continued) 

Other amounts reported as deferred outflows of resources and (deferred inflows) of resources 
related to pensions will be recognized in pension expense as follows: 

Year ended June 30, 

2018 
2019 
2020 
2021 

$        209,971 
200,684 
295,110 
58,177 

763,942 $       

Actuarial Assumptions 

Investment rate of return - 8.0% a year, compounded annually, net of investment and 
administrative expenses for the Non-Hybrid groups and 7.0% a year, compounded annually, net of 
investment and administrative expenses for the Hybrid group (Pension Plus plan). 

Salary increases - The rate of pay increase used for individual members is 3.5%. 

Inflation - 3.5% 

Mortality assumptions – RP2000 Combined Healthy Life Mortality table, adjusted for mortality 
improvements to 2020 using projection scale AA for men and women were used. 

Experience study - The annual actuarial valuation report of the System used for these statements 
is dated September 30, 2014. Assumption changes as a result of an experience study for the periods 
2007 through 2012 have been adopted by the System for use in the annual pension valuations beginning 
with the September 30, 2014 valuation. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Actuarial Assumptions (Continued) 

The long-term expected rate of return on pension plan investments - The rate of 8% (7% Pension 
Plus Plan) net of investment and administrative expenses was determined using a bu i l d ing  b lock  
method in which best-estimate ranges of expected future real rates of return (expected returns, net of 
pension plan investment expense and inflation) are developed for each major asset class. These ranges are 
combined to produce the long-term expected rate of return by weighting the expected future real rates of 
return by the target asset allocation percentage and by adding expected inflation. 

The target allocation at September 30, 2016 and best estimates of arithmetic real rates of return for 
each major asset class are summarized in the following table: 

Long-term 
Expected Real 

Target Rate of 
Investment Category Location Return* 

Domestic Equity Pools 28.00% 5.90% 
Alternate Investment Pools 18.00% 9.20% 
International Equity 16.00% 7.20% 
Fixed Income Pools 10.50% 0.90% 
Real Estate and Infrastructure Pools 10.00% 4.30% 
Absolute Return Pools 15.50% 6.00% 
Short Term Investment Pools 2.00% 0.00% 

100.00% 
*Long term rate of return does not include 2.1% inflation. 

Discount rate - A discount rate of 8.0% was used to measure the total pension liability (7% for 
Pension Plus Plan). The discount rate did not change from the prior measurement date. The projection 
of cash flows used to determine the discount rate assumed that employee contributions will be made 
at the current contribution rate and that contributions from school districts will be made at contractually 
required rates, actuarially determined. Based on those assumptions, the pension plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments of current active and 
inactive employees. Therefore, the long-term expected rate of return on pension plan investments was 
applied to all periods of projected benefit payments to determine the total pension liability. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate 

The following presents the Reporting Unit’s proportionate share of the net pension liability 
calculated using the discount rate of 8.0 percent (7.0% for Pension Plus Plan), as well as what the 
Reporting Unit’s proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is 1 percentage point lower or 1 percentage point higher than the current rate: 

1%  Decrease Discount Rate 1% Increase 
(6.0%-7.0%) (7.0%-8.0%) (8.0%-9.0%) 

Reporting Unit's proportionate 
share of net pension liability 9,149,668 $    7,105,168 $    5,381,458 $    

Pension Plan Fiduciary Net Position 

Detailed information about the pension plan’s fiduciary net position is available in the separately 
issued Michigan Public School Employees Retirement System 2016 Comprehensive Annual Financial 
Report. 

Payable to the Pension Plan 

At year end the School District is current on all required pension plan payments. Amounts 
accrued at year end for accounting purposes were $129,279 and included in the financial statements 
liability titled accrued salaries, benefits, and related withholdings. These amounts represent current 
required payments for June paid in July, accruals for summer pay primarily for teachers and the 
contributions due funded from state revenue Section 147c restricted to fund the MPSERS Unfunded 
Actuarial Accrued Liability (UAAL) Stabilization Rate. 

Benefit Provisions - Other Postemployment 

Introduction 
Benefit provisions of the postemployment healthcare plan are established by State statute, which 

may be amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions. 
Retirees have the option of health coverage. Beginning i n  fiscal year 2013, it is funded on a 
prefunded basis. The System has contracted to provide the comprehensive group medical, hearing, dental 
and vision coverage for retirees and beneficiaries. A subsidized portion of the premium is paid by the 
System with the balance deducted from the monthly pension of each retiree health care recipient. For 
members who first worked before July 1, 2008, (Basic, MIP-Fixed, and MIP-Graded plan members), the 
subsidy is the maximum allowed by statute. To limit future liabilities of Other Postemployment Benefits, 
members who first worked on or after July 1, 2008, (MIP-Plus plan members), have a graded premium 
subsidy based on career length where they accrue credit towards their insurance premiums in retirement, 
not to exceed the maximum allowable by statute. Public Act 300 of 2012 sets the maximum subsidy 
at 80% beginning January 1, 2013; 90% for those Medicare eligible and enrolled in the insurances as of 
that date. 

38 



  
 
 
 
 
 
 

 

  
 

     
 

              
               
   

 
     

       
    

  
 

  
 

               
            

                 
             

              
                 

               
                

  

     
    
     

 
    

             
     

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE E – DEFINED BENEFIT PLAN AND POST RETIREMENT BENEFITS (CONTINUED) 

Benefit Provisions - Other Postemployment (Continued) 

Public Act 75 of 2010 requires each actively employed member of MPSERS after June 30, 2010 
to annually contribute 3% of their compensation to offset employer contributions for health care benefits 
of current retirees. 

Retiree Healthcare Reform of 2012 

Public Act 300 of 2012 granted all active members of the Michigan Public School Employees 
Retirement System, who earned service credit in the 12 months ending September 3, 2012, or were on an 
approved professional services or military leave of absence on September 3, 2012, a voluntary election 
regarding their retirement healthcare. Any changes to a member’s healthcare benefit are effective as of the 
member’s transition date, which is defined as the first day of the pay period that begins on or after 
February 1, 2013. 

Under Public Act 300 of 2012, members were given the choice between continuing the 3% 
contribution to retiree healthcare and keeping the premium subsidy benefit described above, or choosing 
not to pay the 3% contribution and instead opting out of the subsidy benefit and becoming a participant in 
the Personal Healthcare Fund (PHF), a portable, tax-deferred fund that can be used to pay healthcare 
expenses in retirement. Participants in the PHF are automatically enrolled in a 2% employee contribution 
into their 457 account as of their transition date, earning them a 2% employer match into a 401(k) 
account. Members who selected this option stop paying the 3% contribution to retiree healthcare as of the 
day before their transition date, and their prior contributions will be deposited into their 401(k) accounts. 

Employer Contributions-Postemployment Healthcare 

The employer contribution rate ranged from 5.52% - 6.45% of covered payroll for the period 
October 1, 2013 to March 9, 2015, 2.2% to 2.71% of covered payroll for the period from March 10, 2015 
to September 30, 2015, and from 6.4% to 6.83% of covered payroll for the period from October 1, 2015 
through September 30, 2016 and 5.69% to 5.91% of covered payroll for the period from October 1, 2016 
through June 30, 2017 dependent upon the employee’s date of hire and plan election. 

The District postemployment healthcare contributions to MPSERS for the year ended June 30, 
2017, 2016 and 2015 were approximately $222,473, $223,385 and 260,329, respectively. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE F – CAPITAL ASSETS 

Capital asset balances and activity for the year ended June 30, 2017, were as follows: 

Balance Balance 
at 

July 1, 
2016 Additions Disposals 

at 
June 30, 
2017 

Land (non-depreciable) 
Land improvements 
Buildings 
Machinery and equipment 
Vehicles 

42,500 $       
23,795 
797,458 
734,494 
101,755 

42,500 $       
23,795 

152,201 $     949,659 
42,695 777,189 
51,438 153,193 

Accumulated Depreciation: 
Land improvements 
Buildings 
Machinery and equipment 
Vehicles 

$  1,700,002 

6,883 $         
322,457 
593,549 
51,734 

246,334 $     0 $                $  1,946,336 

6,883 $         
27,696 $       350,153 
53,038 646,587 
25,724 77,458 

974,623 $    $    106,458 0 $               1,081,081 

725,379 $    $    139,876 0 $               865,255 $    

All depreciation expense was not allocable to specific functions. 

NOTE G – RISK MANAGEMENT 

The School District is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions; injuries to employees and natural disasters.  The School 
District participates in two distinct pools of educational insurers within the State of Michigan for self-
insuring property and casualty and workers’ disability compensation.  The pools are considered public 
entity risk pools. The School District pays annual premiums to each pool for the respective insurance 
coverage.  In the event a pool’s total claims and expenses for a policy year exceed the total normal annual 
premiums for said years, all members of the specific pool’s policy year may be subject to a special 
assessment to make up the deficiency.  Each of the pools maintain reinsurance for claims in excess of 
$1,000,000 for each occurrence with the overall maximum coverage being unlimited.  The School District 
has not been informed of any special assessments being required. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE G – RISK MANAGEMENT (CONTINUED) 

The School District continues to carry commercial insurance for other risks of loss, including 
employee health and accident insurance. 

All risk management activities are accounted for in the General Fund of the School District. 
Expenditures and claims are recognized when it is probable that a loss has occurred and the amount of the 
loss can be reasonably estimated.  In determining claims, events that might create claims, but for which 
none have been reported, are considered. 

Management estimates that the amount of actual or potential claims against the School District as 
of June 30, 2017, will not materially affect the financial condition of the School District. Therefore, the 
financial statements contain no provision for estimated claims.  Settled claims resulting from these risks 
have not exceeded commercial insurance coverage in any of the past three years. 

NOTE H – DEFERRED OUTFLOW/INFLOW OF RESOURCES 

The School District’s deferred inflow of resources at June 30, 2017, consisted of unspent grant 
monies for various categorical restricted revenues. The deferred outflow/inflow of resources related to 
pensions is discussed in Note E – Defined Benefit Plan and Post-Retirement Benefits. 

NOTE I – OPERATING LEASES 

Effective August 1, 2003, the School District entered into an agreement with a consortium of 
local school districts to lease technology equipment.  The minimum lease term is ten years from the 
effective date of the lease or the expiration or early termination of the contract with the 
telecommunications company that is party to the agreement.  The rental payments totaled $30,391 for the 
year ended June 30, 2017.  The amounts of future payments are based on the School District’s share of 
services paid under the contract with the telecommunications company and are unable to be estimated by 
management. The School District received reimbursement from local school districts for the year ended 
June 30, 2017, in the amount of $19,405 related to the lease. The agreement has been extended for 
another ten years with similar terms. 

NOTE J – DUE FROM LOCAL GOVERNMENT UNIT 

During the year ended June 30, 2017, the Charter Township of Ironwood (Township) encountered 
some fiscal issues. Due to this, the School District did not receive the School District’s share of property 
taxes that were collected by the Township for the winter tax collections. Based on the School District’s 
discussions with Gogebic County and Township officials, full payment is expected within the next year. 
Even though the tax collections were not received within 60 days of June 30, 2017, the amount is reported 
as due from other governmental unit on the balance sheets for the general fund, special education fund 
and vocational fund to keep the recording of the tax revenues consistent with prior and future years and 
because of the unusual circumstances surrounding the non-payment of the taxes collected. 
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

NOTE K– UPCOMING ACCOUNTING PRONOUNCEMENTS 

Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial 
Reporting for Postemployment Benefit Plans Other Than Pension Plans, was issued by the GASB in June 
2015 and will be effective for the School District’s 2018 fiscal year. The Statement requires governments 
that participate in defined benefit other post-employment benefit (OPEB) plans to report in the statement 
of net position a net OPEB liability. The net OPEB liability is the difference between the total OPEB 
liability (the present value of projected benefit payments to employees based on their past service) and the 
assets (mostly investments reported at fair value) set aside in a trust and restricted to paying benefits to 
current employees, retirees, and their beneficiaries. The Statement requires cost-sharing employers to 
record a liability and expense equal to their proportionate share of the collective net OPEB liability and 
expense for the cost-sharing plan. The Statement also will improve the comparability and consistency of 
how the School District calculates the OPEB liabilities and expense. 
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BUDGETARY 

GOGEBIC-ONTONAGON 

Year ended 

Original 
Budget 

             General Fund           
Final 
Budget Actual 

REVENUES 
Local sources 
State sources 
Federal sources 
Interdistrict sources 

253,395 $       
810,460 
15,633 
75,624 

259,212 $       
4,510,490 
2,376,712 
77,327 

$       304,938 
2,935,329 
5,357,064 
19,405 

TOTAL REVENUES 1,155,112 $    7,223,741 $    $    8,616,736 

EXPENDITURES 
Current: 
Instruction 
Supporting services 

Capital outlay 
Transfers to other school districts 

1,287,424 $    
33,990 

7,007,060 $    
240,000 

$    8,283,197 
239,376 

TOTAL EXPENDITURES 1,321,414 $   7,247,060 $   $   8,522,573 

EXCESS (DEFICIENCY) OF 
REVENUES OVER EXPENDITURES 

Fund balance at July 1, 2016 
$     (166,302) 

503,154 
(23,319) $        
503,154 

$        94,163 
503,154 

FUND BALANCE AT JUNE 30, 2017 336,852 $      479,835 $      $      597,317 

The accompanying notes are an integral part of the 
financial statements.
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COMPARISON SCHEDULE 

INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Original Final 
Budget Budget Actual 

Special Education Fund 
Original Final 
Budget Budget Actual 

Vocational Education Fund 

1,806,884 $    
1,097,443 
959,822 
7,300 

1,843,937 $    1,814,884 $    
1,019,545 1,115,030 
968,477 970,029 
14,146 

783,590 $       880,565 $       791,506 $       
127,023 192,503 206,990 
112,633 112,633 112,213 
9,992 49,393 24,430 

3,871,449 $    3,846,105 $    3,899,943 $    1,033,238 $    1,235,094 $    1,135,139 $    

1,497,419 $    
2,364,030 
10,000 

1,485,580 $    1,524,610 $    
2,254,875 2,255,007 

6,975 6,958 
98,675 429,021 

460,490 $       735,258 $       674,147 $       
623,754 460,388 386,176 
20,000 12,000 

67,328 

3,871,449 $   3,846,105 $   4,215,596 $   1,104,244 $   1,207,646 $   1,127,651 $   

$                  0 
794,494 

$                  0 
794,494 

$      (315,653) 
794,494 

(71,006) $        27,448 $        7,488 $           
538,646 538,646 538,646 

794,494 $      794,494 $      478,841 $      467,640 $      566,094 $      546,134 $      
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SCHEDULE OF THE REPORTING UNIT'S PROPORTIONATE SHARE 
OF NET PENSION LIABILITY AND RELATED NOTES 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Year ended September 30, 
2016 2015 2014 

Reporting unit's proportion of net pension liability (%) 0.02848% 0.02759% 0.02556% 

Reporting unit's proportionate share of net pension liability $ 7,105,168 $  6,740,638 $   5,629,069 

Reporting unit's covered-employee payroll $ 2,541,774 $  2,360,235 $   2,211,583 

Reporting unit's proportionate share of net pension liability as a 
percentage of its covered-employee payroll 279.54% 285.59% 254.53% 

Plan fiduciary net position as a percentage of total pension liability 63.27% 63.17% 66.20% 

Notes: 

1. This schedule is presented to illustrate the District's pension liability in the Michigan Public School 
Employees Retirement Plan for the last 10 fiscal years (amounts were determined as of September 30 of 
each fiscal year). However, until a full 10 year trend is compiled, the District presents information for those 
years for which information is available. 

2. Changes of benefit terms:  There were no changes of benefit terms in 2016. 

3. Changes of assumptions: There were no changes of benefit assumptions in 2016. 
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SCHEDULE OF THE REPORTING UNIT'S CONTRIBUTIONS 
AND RELATED NOTES 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

June 30, 2017 

Year ended June 30, 
2017 2016 2015 

Statutorily required contributions 

Contributions in relation to statutorily required contributions 

Contribution deficiency (excess) 

Reporting unit's covered-employee payroll 

Contributions as a percentage of covered-employee payroll 

703,223 $     

703,223 

0 $               

$  2,730,010 

25.76% 

657,298 $     

657,298 

0 $               

$  2,516,154 

26.12% 

$       

$                 

$    

509,878 

509,878 

0 

2,330,587 

21.88% 

Notes: 

1. This schedule is presented to illustrate the District's pension liability in the Michigan Public School 
Employees Retirement Plan for the last 10 fiscal years (amounts were determined as of September 30 of 
each fiscal year). However, until a full 10 year trend is compiled, the District presents information for 
those years for which information is avialable. 

2. Changes of benefit terms:  There were no changes of benefit terms in 2016. 

3. Changes of assumptions: There were no changes of benefit assumptions in 2016. 
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SCHEDULE OF EXPENDITURES 

GOGEBIC-ONTONAGON INTERMEDIATE 

Year ended 

Approved (Memo Only) 
Federal Grant Prior 

Awarding Agency / C.F.D.A. Award Year 
Award Description Number Amount Expenditures 

GENERAL FUND 

Flow Through - Michigan Department of Education 
Improving Teacher Quality 
Source Project # 1505201416 84.367A $             118 $            118 
Source Project # 1605201517 84.367A 118 

$              236 $             118 

Title I: 
Regional Assistance Grant 
Source Project # 1615701516 84.010 $          9,005 $            490 

4% Technical Assistant 
Source Project # 1515801415TAG 84.010A $   5,484,346 $  3,486,382 
Source Project # 1615801416TAG 84.010A 2,368,906 
Source Project # 1715801417TAG 84.010A 3,646,763 

$ 11,500,015 $  3,486,382 

TOTAL TITLE I  * $ 11,509,020 $  3,486,872 

TOTAL MICHIGAN DEPARTMENT OF EDUCATION $  11,509,256 $  3,486,990 

Flow Through - U.S. Department of Education 
Small Rural School Achievement 84.358A 
Source Project # S358A152654 $         15,633 $       15,633 
Source Project # S358A162654 15,633 

$        31,266 $       15,633 

TOTAL GENERAL FUND $  11,540,522 $  3,502,623 
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OF FEDERAL AWARDS 

SCHOOL DISTRICT 

June 30, 2017 

Accrued 
(Deferred) 
Revenue or 
Inventory 
July 1, 
2016 

0 $                 

0 $                 

490 $             

676,155 $      

676,155 $     

676,645 $     

676,645 $      

528 $             

528 $            

677,173 $      

Adjustments 

0 $                

0 $                

8,515 $         

374,106 $     

374,106 $    

382,621 $    

382,621 $     

211 $           

211 $           

382,832 $     

Current 
Year 

Expenditures 

118 $              

118 $              

1,623,858 $    
2,368,906 
1,348,760 

5,341,524 $    

5,341,524 $    

5,341,642 $    

15,422 $         

15,422 $         

5,357,064 $    

Current 
Year 
Cash 
Receipts 

0 $                  

490 $              

2,300,013 $    
2,368,906 
917,017 

5,585,936 $    

5,586,426 $    

5,586,426 $    

528 $               

528 $              

5,586,954 $    

Accrued 
(Deferred) 
Revenue or 
Inventory 
June 30, 
2017 

118 $            

118 $            

431,743 $     

431,743 $     

431,743 $     

431,861 $     

15,422 $       

15,422 $       

447,283 $     

Passed 
Through 

Subrecipients 

788,480 $      
700,186 
719,702 

2,208,368 $   

2,208,368 $   

2,208,368 $   

0 $                 

2,208,368 $   
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SCHEDULE OF EXPENDITURES 

Approved (Memo Only) 
Federal Grant Prior 

Awarding Agency / C.F.D.A. Award Year 
Award Description Number Amount Expenditures 

SPECIAL EDUCATION FUND 

Flow through - Michigan Department of Education 
Special Education Cluster: 
U.S. Department of Education 94-142 Flow Through 84.027A 
Source Project # 1604501516 603,971 $       601,826 $     
Source Project # 1704501517 611,873 

1,215,844 $    601,826 $      

94-142 Pre-School 84.173A 
Source Project # 1604601516 19,089 $         19,089 $       
Source Project # 1704601517 19,655 

38,744 $         19,089 $        
Special Education State Initiated 84.027A 
Source Project # 160490TC 50,000 $         50,000 $       
Source Project # 1604801112 45,000 45,000 
Source Project # 1704901617 50,000 
Source Project # 1704801617 45,000 

190,000 $      95,000 $       
TOTAL SPECIAL EDUCATION CLUSTER 1,444,588 $    715,915 $     

Infant & Toddler 84.181 
Source Project # 1613401416 42,814 $         40,334 $       
Source Project # 1713401417 40,854 

83,668 $        40,334 $       

TOTAL MICHIGAN DEPARTMENT OF EDUCATION 1,528,256 $    756,249 $     

Medicaid Cluster 93.778 206,242 

TOTAL SPECIAL EDUCATION FUND 1,734,498 $    756,249 $     
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OF FEDERAL AWARDS (CONTINUED) 

Accrued Accrued 
(Deferred) (Deferred) 
Revenue or Current Revenue or 
Inventory Current Year Inventory Passed 
July 1, Year Cash June 30, Through 
2016 Adjustments Expenditures Receipts 2017 Subrecipients 

$      

$      

203,673 

203,673 

$         

$         

2,145 
3,595 
5,740 

$       
$       

608,278 
608,278 

$       

$       

203,673 
355,622 
559,295 

$     
$     

252,656 
252,656 

$          

$          

6,517 

6,517 $                0 
$         
$         

19,655 
19,655 

$            

$         

6,517 
13,951 
20,468 

$         
$         

5,704 
5,704 

$        

$       

16,205 
45,000 

61,205 $               0 

$          

$         

50,000 
45,000 
95,000 

$          

$       

16,205 
45,000 
38,360 
37,685 
137,250 

$       

$       

11,640 
7,315 
18,955 

$      271,395 $         5,740 $       722,933 $       717,013 $     277,315 

$        

$       

12,908 

12,908 
$        
$        

2,480 
2,480 

$           

$         

2,480 
38,374 
40,854 

$         

$         

12,908 

12,908 

$         

$       

2,480 
38,374 
40,854 

$      284,303 $         8,220 $       763,787 $       729,921 $     318,169 

206,242 206,242 

$      284,303 $         8,220 $       970,029 $       936,163 $     318,169 
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SCHEDULE OF EXPENDITURES 

Awarding Agency / 
Award Description 

Federal 
C.F.D.A. 
Number 

Approved 
Grant 
Award 
Amount 

(Memo Only) 
Prior 
Year 

Expenditures 

VOCATIONAL EDUCATION FUND 

Flow through - Michigan Department of Education 

U.S. Department of Education 
Regional Allocation 
Source Project # 16352016121 
Source Project # 17352017121 

84.048 
112,633 $      
112,213 

112,475 $     

TOTAL VOCATIONAL EDUCATION FUND 224,846 $      112,475 $     

TOTAL ALL FUNDS FEDERAL FINANCIAL AWARDS $ 13,499,866 $  4,371,347 

The accompanying notes are an integral part 
of the financial statements. 
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OF FEDERAL AWARDS (CONTINUED) 

Accrued Accrued 
(Deferred) (Deferred) 
Revenue or Current Revenue or 
Inventory Current Year Inventory Passed 
July 1, Year Cash June 30, Through 
2016 Adjustments Expenditures Receipts 2017 Subrecipients 

47,549 $       158 $           $         47,549 
112,213 $       79,188 33,025 $       67,328 $        

47,549 $       158 $           112,213 $       $       126,737 33,025 $       67,328 $        

$  1,009,025 391,210 $    6,439,306 $    $    6,649,854 798,477 $     2,275,696 $   
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NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

1. Basis of Presentation- The accompanying Schedule of Expenditures of Federal Awards includes 
the federal grant activity of Gogebic-Ontonagon Intermediate School District under programs of 
the federal government for the year ended June 30, 2017. The information in this schedule is 
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (Uniform Guidance). Because the Schedule presents only a portion of the operations of 
Gogebic-Ontonagon Intermediate School District it is not intended to and does not present the 
financial position of Gogebic-Ontonagon Intermediate School District.  

2. The expenditures reported in the Schedule of Expenditures of Federal Awards are reported on the 
modified accrual basis of accounting. Such expenditures are recognized following the cost 
principles contained in the Uniform Guidance, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement. 

3. Gogebic-Ontonagon Intermediate School District has not elected to use the 10 percent de 
minimis indirect cost rate as allowed under the Uniform Guidance. 

4. The major federal assistance program is denoted by an * on the federal schedule and is listed in 
the Schedule of Findings and Questioned Costs. Gogebic-Ontonagon Intermediate School 
District qualifies as a low risk auditee in accordance with the Uniform Guidance. Major 
programs, which must exceed 20% of the total federal awards expended, were selected using a 
risk-based approach based on auditors’ risk assessment. All other federal programs are 
considered non-major programs. 

5. The federal oversite agency for the School District is the U.S. Department of Education. 

6. The amounts reported on the Grant Audit Report reconcile with this schedule. 

7. The adjustments consist of unexpended grant awards that have been or will be carried forward 
and spent as part of the next year’s grant award, lost or expended in the subsequent year prior to 
the end of the grant period.  

8. The amounts reported in annual and final cost reports reconcile with this schedule. 
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MAKELA, POLLACK & AHONEN, P.L.L.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

301 N. SUFFOLK STREET 
IRONWOOD, MICHIGAN  49938-2027 

TELEPHONE 
T. J. MAKELA, C.P.A. (906) 932-4430 
A. R. POLLACK, C.P.A., C.S.E.P. FAX 
K. T. AHONEN, C.P.A. (906) 932-0677 

MEMBERS EMAIL 
mpa@ironwoodcpa.com 

INDEPENDENT AUDITOR’S 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 

President and Members, Board of Education 
Gogebic-Ontonagon Intermediate School District 
Bergland, Michigan 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, each major fund and the aggregate remaining fund information of Gogebic-
Ontonagon Intermediate School District (the School District) as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise the School District’s basic 
financial statements and have issued our report thereon dated October 25, 2017. 

Internal Control over Financial Reporting 

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified.  
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the School District’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do 
not express such an opinion.  The results of our tests disclosed an instance of noncompliance or other 
matter that is required to be reported under Government Auditing Standards and which are described in 
the accompanying schedule of findings and questioned costs as item 2017-001.  

The School District’s Response to Finding 

The School District’s response to the finding identified in our audit is described above.  The 
School District’s response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 

Certified Public Accountants 
Ironwood, Michigan 
October 25, 2017 
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MAKELA, POLLACK & AHONEN, P.L.L.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

301 N. SUFFOLK STREET 
IRONWOOD, MICHIGAN  49938-2027 

TELEPHONE 
T. J. MAKELA, C.P.A. (906) 932-4430 
A. R. POLLACK, C.P.A., C.S.E.P. FAX 
K. T. AHONEN, C.P.A. (906) 932-0677 

MEMBERS EMAIL 
mpa@ironwoodcpa.com 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR 
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

President and Members, Board of Education 
Gogebic-Ontonagon Intermediate School District 
Bergland, Michigan 

Report on Compliance for Each Major Federal Program 

We have audited Gogebic-Ontonagon Intermediate School District’s compliance with the types 
of compliance requirements described in the OMB Compliance Supplement that could have a direct and 
material effect on each of its major federal programs for the year ended June 30, 2017. Gogebic-
Ontonagon Intermediate School District’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs.  

Management’s Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of Gogebic-Ontonagon 
Intermediate School District’s major federal programs based on our audit of the types of compliance 
requirements referred to above. We conducted our audit of compliance in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United States; and 
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those 
standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about Gogebic-Ontonagon Intermediate School District’s 
compliance with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination on Gogebic-
Ontonagon Intermediate School District’s compliance. 
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Opinion on Each Major Federal Program 

In our opinion, Gogebic-Ontonagon Intermediate School District, complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 
material effect on each of its major federal programs for the year ended June 30, 2017. 

Report on Internal Control over Compliance 

The management of Gogebic-Ontonagon Intermediate School District is responsible for 
establishing and maintaining effective internal control over compliance with the types of compliance 
requirements referred to above. In planning and performing our audit of compliance, we considered 
Gogebic-Ontonagon Intermediate School District’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of Gogebic-Ontonagon Intermediate School District’s internal control over compliance. 

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

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we considered to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 

Purpose of this Report 

The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the requirements of 
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

Certified Public Accountants 

Ironwood, Michigan 
October 25, 2017 

B-2 



 

 
 

 
 

 
 
 

 
 

 
 

       
 

  
 

         
 

        
 

            
 

 
 

 
 

        
 

       
 

  
 

  
         

 
 

 

 
 

        
 

        
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

A.  SUMMARY OF AUDITOR’S RESULTS 

Financial Statements 

Type of auditor’s report issued: Unmodified 

Internal control over financial reporting: 

 Material weakness(es) identified? ___Yes X  No 

 Significant deficiency(ies) identified? ___Yes X  None reported 

Noncompliance material to financial statements noted? X  Yes No 

Federal Awards 

Internal control over major programs: 

 Material weakness(es) identified? ___ Yes X  No 

 Significant deficiency(ies) identified? ___ Yes X  None reported 

Type of auditor’s report issued on compliance for major programs: Unmodified 

Any audit findings disclosed that are required to be reported 
with 200.51 (a) of the Uniform Guidance? ___Yes X  No 

Identification of major programs: 

CFDA Number(s) Name of Federal Program or Cluster 

84.010 Title I Improving Basic Programs 

Dollar threshold used to distinguish Type A and 
Type B programs: $750,000 

Auditee qualified as low-risk auditee? X  Yes ___ No 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

B. FINDINGS – FINANCIAL STATEMENTS AUDIT 

NONCOMPLIANCE INSTANCE 

2017-001 Michigan Public Act 621 of 1978-Budget Amendments 

Criteria - Michigan Public Act 621 of 1978, as amended, provides that a local unit shall not incur 
expenditures in excess of the amounts appropriated. 

Condition - During the year ended June 30, 2017, the School District incurred expenditures in 
certain of its budgetary activities in excess of amounts appropriated. 

Cause – The final expenditure appropriation amendments were less than the actual. 

Effect – The effect of this is that the School District is in noncompliance with the Michigan Public 
Act 621 of 1978. 

Recommendation - We recommend that the School District review the requirements of Michigan 
Public Act 621 of 1978, amend its budget in accordance therewith in the future and require 
conformity to the Act. 

Management’s Response – The School District’s management agrees and will take necessary steps 
to comply with the Act in the future. 

C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAM AUDIT 

There were no findings and questioned costs related to the federal award programs. 
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS 

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT 

Year ended June 30, 2017 

B.  FINDINGS – FINANCIAL STATEMENTS AUDIT 

There were no significant deficiencies disclosed during the financial statements audit. 

C.  FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAM AUDIT 

There were no findings and questioned costs related to the federal award programs. 
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