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INDEPENDENT AUDITORS’ REPORT  

October 27, 2017 

Members of the Board of Education 
Walkerville Public Schools 
Walkerville, 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 Walkerville Public Schools, Walkerville, 
Michigan, (the District) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the 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. 

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 Walkerville Public Schools 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. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 3 through 7 and the schedules on pages 33 through 
35 be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board, who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses 
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of 
the basic financial statements. We do not express an opinion or provide any assurance on the 
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 District’s basic financial statements. The combining and individual fund financial 
statements and schedules are presented for purposes of additional analysis and are not a required part 
of the basic financial statements.  

The combining and individual fund financial statements and schedules are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the combining and individual fund financial statements and schedules 
are fairly stated, in all material respects, in relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 27, 
2017, on our consideration of the 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 
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 the District’s internal 
control over financial reporting and compliance. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 



 

 

Management’s Discussion and Analysis 
 
 
As management of Walkerville Public Schools (the District), we offer readers of the District’s financial 
statements this narrative overview and analysis of the financial activities of the District for the fiscal year 
ended June 30, 2017. We encourage readers to consider the information presented here in conjunction 
with additional information that is furnished in the financial statements and notes to the financial statements.  
 
Financial highlights  

 
Over the course of the year, the District revises its budget as it attempts to deal with unexpected changes 
in revenues and expenditures. State law requires that the budget be amended to ensure that expenditures 
do not exceed appropriations. The final amendment to the budget was actually adopted just before year-
end. A schedule showing the School District’s original and final budget amounts compared with actual 
revenues and expenditures is provided in the required supplementary information section of these financial 
statements. General Fund revenues and other financing sources were originally budgeted at $2,891,973, 
ending with a final budget of $3,304,659. Actual revenues and other financing sources for the year were 
$3,208,382, a difference from the final budget of $96,277. General Fund expenditures and other financing 
uses were originally budgeted at $3,007,748, ending with a final budget of $3,327,056. Actual expenditures 
and other financing uses were $3,259,101, resulting in a 2% variance from the final budget. The Great Start 
Readiness Program (GSRP) grant was used to absorb an allocated portion of the transportation budget as 
well as the operation and maintenance budget. The afterschool program was billed and absorbed their 
portion of the transportation costs. The Food Service continues to cater the afterschool meal to increase 
revenue in the Food Service Fund. This enables the district to fund allocated indirect cost and increase 
revenue in the General Fund.  
 
Overview of the financial statements  
 
This discussion and analysis is intended to serve as an introduction to the District’s financial statements. 
The District’s basic financial statements comprise three components: 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains 
other supplementary information in addition to the basic financial statements themselves.  

 
Government-wide financial statements. The government-wide financial statements are designed to 
provide readers with a broad overview of the District’s finances, in a manner similar to a private-sector 
business.  

 
The statement of net position presents information on all of the District’s assets and liabilities, with the 
difference between the two reported as net position. Over time, increases or decreases in net position 
may serve as a useful indicator of whether the financial position of the District is improving or 
deteriorating.  
 
The statement of activities presents information showing how the government’s net position changed 
during the most recent fiscal year. All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in future 
fiscal periods (e.g., payments on debt).  
 
Both of the government-wide financial statements display functions of the District that are principally 
supported by taxes and intergovernmental revenues (governmental activities). The governmental 
activities of the District include instruction, supporting services, community services, food services, 
athletics, and interest on long-term debt. The District does not have any business-type activities.  
 

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The District, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. All of the funds of the District can be divided into two categories: governmental funds and 
fiduciary funds.  
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Governmental funds. Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term 
inflows and outflows of spendable resources, as well as on balances of spendable resources available 
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term 
financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By 
doing so, readers may better understand the long-term impact of the government’s near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of 
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this 
comparison between governmental funds and governmental activities.  
 
Information is presented separately in the governmental fund balance sheet and in the governmental 
fund statement of revenues, expenditures, and changes in fund balances for the general fund which is 
considered to be a major fund.  Data for the other five governmental funds, which are considered to be 
nonmajor funds, are combined into a single, aggregated presentation. Individual fund information for 
each of these nonmajor governmental funds is provided in the form of combining statements elsewhere 
in this report. 
 
The District adopts an annual appropriated budget for its general and all special revenue funds. 
Budgetary comparison schedules have been provided herein to demonstrate compliance with those 
budgets.  
 
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties 
outside the government. Fiduciary funds are not reflected in the government-wide financial statement 
because the resource of those funds are not available to support the District’s own programs. The 
accounting used for fiduciary funds is much like that used for governmental activities in the government-
wide financial statements.  
 

Notes to the financial statements. The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  
 
Other information. In addition to the basic financial statements and accompanying notes, this report also 
presents certain required supplementary information. Required supplementary information includes this 
management discussion and analysis, schedule of general fund budget to actual information and pension 
schedules.  
 
Government-wide Financial Analysis  
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. 
In the case of the District, liabilities exceeded assets by $1,403,176 at the close of the most recent fiscal 
year.  
 
The District has a deficit unrestricted net position. A significant portion of net position is invested in capital 
assets (e.g., land, buildings, vehicles and equipment), less any related debt used to acquire those assets 
that is still outstanding. The District uses these capital assets to provide services to students; consequently, 
these assets are not available for future spending. Although the District’s investment in its capital assets is 
reported net of related debt, it should be noted that the resources needed to repay this debt must be 
provided from other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities. 
 
Net position of the District decreased from $(1,278,132) to $(1,403,176) during the year. The primary 
reasons for the decrease is the increase in the net pension liability. 
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A summary of the Statement of Net Position providing financial information on the District as a whole: 
 

 Governmental Activities 

  2017 2016 

Assets   

Current and other assets $1,237,347 $   992,447 

Capital assets 3,258,542 3,412,468 

Total assets 4,495,889 4,404,915 

   

Deferred outflows of resources   

Deferred outflows related to pensions 647,289 459,194 

Deferred charge on refunding 46,554 54,312 

Total deferred outflows of resources 693,843 513,506 

   

Liabilities   

Current liabilities 755,806 434,794 

Long-term liabilities 5,824,145 5,748,284 

Total liabilities 6,579,951 6,183,078 

   

Deferred inflows of resources   

Deferred inflows related to pensions 12,957 13,475 

   

Net position   

    Net investment in capital assets 1,931,530 1,902,236 

    Restricted 15,226 72,818 

    Unrestricted (deficit) (3,349,932) (3,253,186) 

Total net position $(1,403,176) $(1,278,132) 

 

 
A summary of the Statement of Activities presents changes in net position from operating results: 
 

 Governmental Activities 

 2017 2016 

Revenue   

Program revenue   

Charges for services $   62,461 $   71,504 

Operating grants and contributions 1,017,224 983,984 

Capital grants and contributions 660 1,269 

General revenue   

Property taxes – operations 551,015 541,515 

Property taxes – debt service 193,619 184,123 

Property taxes – renaissance zone - 22,793 

Grants and contributions not restricted   

to specific programs 1,777,078 1,708,140 

Other 2,165 2,416 

Total revenue 3,604,222 3,515,744 
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Governmental Activities 

(continued) 

 2017 2016 

Expenses   

Instruction $1,954,264 $1,896,252 

Supporting services 1,381,244 1,326,832 

Community services 1,406 1,350 

Food service 256,389 239,862 

Athletics 83,769 80,412 

Interest 52,194 58,690 

Total expenses 3,729,266 3,603,398 

Change in net position (125,044) (87,654) 

Net position - beginning of year (1,278,132) (1,190,478) 

Net position - end of year $(1,403,176) $(1,278,132) 

 
Governmental activities 
 

During the year the District expended 52% of its total expenses on instruction and 37% on support services 
such as guidance service, transportation, building operation and maintenance and administration.  The 
remaining 11% of expenses was used to provide food service, athletics and interest on long-term debt. 
 
Financial analysis of the government’s funds  
 
As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  

 
Governmental funds. The focus of the District’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing 
the District’s financing requirements.  As of the end of the current fiscal year, the District’s governmental 
funds reported combined ending fund balances of $488,045, a decrease of $76,691 in comparison with 
the prior year. This decrease is primarily the result of the purchase of operations and maintenance 
equipment. 
 
The general fund is the chief operating fund of the District. Unassigned fund balance may serve as a 
useful measure of a government’s net resources available for spending at the end of the fiscal year. At 
the end of the current fiscal year, unassigned fund balance of the general fund was $210,223. As a 
measure of the general fund’s liquidity, it may be useful to compare unassigned fund balance to total 
fund expenditures. Unassigned fund balance represents 6% of total general fund expenditures. 
 

Budgetary Highlights 
 

The District amended the budget during the year for federal grants as awarded and to include carryover 
amounts and also bulk quantity purchased propane at a lower rate to obtain cost savings.  The District 
continues to address administrative decisions as conservatively as possible while still meeting student 
needs. 

 
Capital Asset and Debt Administration  
 
Capital assets. The District’s investment in capital assets for its governmental activities as of June 30, 
2017, amounted to $3,258,542 (net of accumulated depreciation).  
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The District’s capital assets (net of depreciation) are summarized as follows: 
 

Land $     76,874 
Buildings, equipment and  
   vehicles 3,181,668 

  
Total $3,258,542 

 
During the year, the District purchased a new truck. Additional information on the District’s capital assets 
can be found in Note 5 of this report.  
 
Debt.  At the end of the current fiscal year, the District had long-term debt outstanding of $5,824,145.  
 
The District’s debt is summarized as follows: 
 

Bonds $1,385,000 
Net pension liability 4,337,468 
Installment purchase agreements 77,842 
Compensated absences 23,835 

  
Total $5,824,145 

 
Additional information on the District’s long-term debt can be found in Note 7 of this report.  
 
Economic Factors and Next Year’s Budgets and Rates  
 
Factors considered when setting the District’s 2017-2018 fiscal year budget, included anticipated state and 
federal funding and recognizing that the largest expenditures are incurred in instruction, also included were 
anticipated and known increases for salaries, retirement, and health care costs. Approximately 78% of total 
General Fund revenues in 2016-2017 were from the State foundation allowance, including property taxes. 
The State foundation allowance is determined by multiplying the blended student count by the foundation 
allowance per pupil. That makes the student count estimate an important factor impacting the budget. A 
prediction of 266 students at the state foundation allowance of $7,631 was used in setting the budget for 
2017-2018. Walkerville Public Schools is a declining enrollment district.  The formula for calculating the 
three-year average blend is a straight average of the standard blends for FY 2015, FY 2016 and FY 2017. 
 
Requests for Information  
 
This financial report is designed to provide a general overview of the District’s finances for all those with an 
interest in the government’s finances. Questions concerning any of the information provided in this report 
or requests for additional financial information should be addressed to the Business Manager, Walkerville 
Public Schools, 145 East Lathrop, Walkerville, Michigan, 49459.  
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BASIC FINANCIAL STATEMENTS



Governmental
Activities

Assets 
Cash 695,120$           
Accounts receivable 8,630                 
Due from other governments 516,499             
Prepaid items 14,451               
Inventory 2,647                 
Capital assets, net

Land 76,874               
Buildings, furniture and equipment and vehicles 3,181,668         

Total assets 4,495,889         

Deferred outflows of resources
Deferred outflows related to pensions 647,289             
Deferred charge on refunding 46,554              

Total deferred outflows of resources 693,843            

Liabilities
Accounts payable 18,604               
Accrued payroll 139,553             
Fringe benefits payable 121,347             
Unearned revenue 21,949               
Notes payable 454,353             
Noncurrent liabilities

Net pension liability 4,337,468          
Due within one year 227,637             
Due in more than one year 1,259,040         

Total liabilities 6,579,951         

Deferred inflows of resources
Deferred inflows related to pensions 12,957              

Net position
Net investment in capital assets 1,931,530          
Restricted for

Food service 8,581                 
Debt service 40,157               

Unrestricted (deficit) (3,383,444)        

Total net position (1,403,176)$      

The accompanying notes are an integral part of these financial statements.

WALKERVILLE PUBLIC SCHOOLS

STATEMENT OF NET POSITION

JUNE 30, 2017
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Operating Capital
Charges Grants and Grants and Net (Expense)

FunctionsI Programs Expenses for Services Contributions Contributions Revenue
Primary government

Governmental activities
Instruction 1,954,264$    -$                   782,390$       -$                   (1,171,874)$   
Support services 1,381,244      32,261           17,021           660                (1,331,302)     
Community services 1,406             -                     -                     -                     (1,406)            
Food service 256,389         21,868           217,813         -                     (16,708)          
Athletics 83,769           8,332             -                     -                     (75,437)          
Interest on long-term debt   52,194           -                   -                   -                    (52,194)         

Total governmental activities   3,729,266$    62,461$        1,017,224$   660$              (2,648,921)    

General revenues
Property taxes

Operating 551,015         
Debt 193,619         

Gain on sale of capital assets 1,500             
Unrestricted grants and contributions 1,777,078      
Interest earnings   665               

Total general revenues   2,523,877     

Change in net position (125,044)        

Net position, beginning of year  (1,278,132)    

Net position, end of year   (1,403,176)$  

The accompanying notes are an integral part of these financial statements.

Program Revenues

WALKERVILLE PUBLIC SCHOOLS

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2017
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Nonmajor
Governmental

General Funds Total
Assets

Cash 543,572$         151,548$         695,120$         
Accounts receivable 5,936               2,694               8,630               
Due from other funds 33,061             13,132             46,193             
Due from other governments 508,242           8,257               516,499           
Prepaid items 14,451             -                      14,451             
Inventory -                    2,647              2,647              

Total assets 1,105,262$     178,278$         1,283,540$     

Liabilities and fund balances
Liabilities

Accounts payable 10,349$           1,751$             12,100$           
Salaries payable 139,553           -                      139,553           
Fringe benefits payable 121,347           -                      121,347           
Due to other funds 13,132             33,061             46,193             
Unearned revenue 19,144             2,805               21,949             
Notes payable 454,353         -                     454,353          

Total liabilities 757,878         37,617            795,495          

Fund balances

Non-spendable
Inventory -                      2,647               2,647               
Prepaid items 14,451             -                      14,451             

Restricted
Food service -                      8,581               8,581               
Debt service -                      40,157             40,157             

Committed
Capital projects -                      67,585             67,585             
Debt service -                      -                      -                      

Assigned
Subsequent year expenditures 122,710           -                      122,710           
Capital projects -                      21,691             21,691             

Unassigned 210,223         -                     210,223          

Total fund balances 347,384         140,661          488,045          

Total liabilities and fund balances 1,105,262$     178,278$         1,283,540$     

The accompanying notes are an integral part of these financial statements.

WALKERVILLE PUBLIC SCHOOLS

GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2017
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Fund balances - total governmental funds 488,045$         

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

Capital assets used in governmental activities are not current financial resources
and therefore are not reported in the funds.

Add - capital assets (net) 3,258,542        

Certain balances are long-term in nature and therefore are not reported in the funds.

Deduct - debt payable (1,486,677)       
Deduct - net pension liability (4,337,468)       
Deduct - deferred inflows related to pension (12,957)            
Add - deferred outflows related to pension 647,289           
Add - deferred outflows related to deferred loss on refunding 46,554             
Deduct - accrued interest on bonds and installment notes (6,504)             

Net position of governmental activities (1,403,176)$    

The accompanying notes are an integral part of these financial statements.

JUNE 30, 2017

WALKERVILLE PUBLIC SCHOOLS

RECONCILIATION OF FUND BALANCES ON THE BALANCE SHEET
FOR GOVERNMENTAL FUNDS TO NET POSITION OF

GOVERNMENTAL ACTIVITIES ON THE STATEMENT OF NET POSITION
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Nonmajor
Governmental

General Funds Total
Revenues

Local sources 784,182$        215,822$        1,000,004$     
State sources 2,035,001       6,819              2,041,820       
Federal sources 349,904        210,994         560,898         

Total revenues 3,169,087     433,635         3,602,722      

Expenditures
Current

Instruction 1,781,558       -                      1,781,558       
Support services 1,322,709       -                      1,322,709       
Community services 1,406              -                      1,406              
Payments to other governmental entities 644                 -                      644                 
Food service -                      254,933          254,933          
Athletics 83,769            -                      83,769            

Capital outlay -                      84                   84                   
Debt service

Principal 47,330            170,000          217,330          
Interest 19,265          25,750           45,015           

Total expenditures 3,256,681     450,767         3,707,448      

Revenues over (under) expenditures (87,594)         (17,132)          (104,726)        

Other financing sources (uses)
Installment note 26,535            -                      26,535            
Sale of capital assets 1,500              -                      1,500              
Transfers in 11,260            59,059            70,319            
Transfers out (2,420)           (67,899)          (70,319)          

Total other financing sources (uses) 36,875          (8,840)            28,035           

Net changes in fund balances (50,719)           (25,972)           (76,691)           

Fund balances, beginning of year  398,103        166,633         564,736         

Fund balances, end of year 347,384$       140,661$        488,045$       

The accompanying notes are an integral part of these financial statements.

FOR THE YEAR ENDED JUNE 30, 2017

WALKERVILLE PUBLIC SCHOOLS

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
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Net changes in fund balances - total governmental funds (76,691)$      

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

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

Add - capital outlay 36,183          
Deduct - depreciation expense (181,359)      
Deduct - net book value of disposed capital assets (8,750)          

Long-term debt proceeds provide current financial resources to governmental funds in the 
period issued, but issuing long-term debt increases long-term liabilities in the statement of net 
position. Repayment of long-term debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement of net position.

Deduct - installment note issued (26,535)        
Add - principal payments on bonds and installment notes payable 217,330        

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.

Add - increase in deferred outflows related to pensions 188,095        
Deduct - increase in net pension liability (269,399)      
Add - decrease in deferred inflows related to pensions 518               
Add - decrease in compensated absences 2,743            
Add - decrease in accrued interest payable 579               
Deduct - amortization of refunding loss (7,758)        

Change in net position of governmental activities (125,044)$   

The accompanying notes are an integral part of these financial statements.

FOR THE YEAR ENDED JUNE 30, 2017

WALKERVILLE PUBLIC SCHOOLS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
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Agency
Fund

Assets
Cash 35,569$       

Total assets 35,569$       

Liabilities
Due to student groups 35,569$       

Total liabilities 35,569$       

The accompanying notes are an integral part of these financial statements.

WALKERVILLE PUBLIC SCHOOLS

FIDUCIARY FUND
STATEMENT OF ASSETS AND LIABILITIES

JUNE 30, 2017
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WALKERVILLE PUBLIC SCHOOLS 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

FOR THE YEAR ENDED JUNE 30, 2017 
 

 

  

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The accounting policies of Walkerville Public Schools, Walkerville, Michigan (the “District”) conform to 
generally accepted accounting principles as applicable to governments. The following is a summary of 
the significant policies.  
 
Reporting Entity  
 
The District is located in the Counties of Oceana, Newaygo, and Mason.  The District provides 
education and related services to approximately 266 students in grades kindergarten through 12th and 
preschool.  The District is governed by a seven member School Board elected by District residents and 
is administered by a superintendent appointed by the School Board. 
 
As required by generally accepted accounting principles, the financial statements of the reporting entity 
include those of Walkerville Public Schools. There are no component units to be included. The criteria 
for including a component unit include significant operational or financial relationships with the District.  
 
Government-wide and Fund Financial Statements  
 
The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the nonfiduciary activities of the primary government. For the most 
part, the effect of interfund activity has been removed from these statements. Governmental activities, 
which normally are supported by taxes and intergovernmental revenues are reported in total.  The 
District has no business-type activities.  
 
The statement of activities demonstrates the degree to which the direct expenses of a given function 
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with 
a specific function or segment. Program revenues include (1) charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment and (2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues.  
 
Separate financial statements are provided for governmental funds and fiduciary funds, even though 
the latter are excluded from the government-wide financial statements. Government 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. 
 
Major governmental funds are reported as separate columns in the fund financial statements.  
 
The District reports the following major governmental fund:  
 

The General Fund is the general operating fund of the District. It is used to account for all financial 
resources, except those required to be accounted for in another fund.  
 

Additionally, the District reports the following fund types:  
 
The Special Revenue Funds are used to account for the proceeds of specific revenue sources that 
are legally restricted to expenditures for specified purposes. 
 
The Debt Service Funds are used to account for the accumulation of resources for, and payment 
of, long-term debt principal, interest, and related costs of governmental funds.  
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The Capital Projects Funds account for the accumulation and disbursement of resources for the 
purchase or construction of capital assets.  
 
The Agency Fund is used to account for assets held in a trustee or agency capacity on behalf of 
outside parties, including other governments. The District maintains one agency fund.  
 

Measurement Focus and Basis of Accounting  
  
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting.  The agency fund also uses the accrual basis of accounting, 
but does not have a measurement focus. Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are 
recognized as revenues in the year for which they are levied. Grants and similar items are recognized 
as revenue as soon as all eligibility requirements imposed by the provider have been met.  
 
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the 
accounts and reported in the financial statements. Basis of accounting relates to the timing of the 
measurements made, regardless of the measurement focus applied.  
 
All governmental funds are accounted for using the modified accrual basis of accounting. Their 
revenues are recognized when they become measurable and available. For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the 
current fiscal period, except for reimbursement-based grants and interest which use one year. 
Expenditures are generally recognized under the modified accrual basis of accounting when the related 
liability is incurred. Exceptions to this general rule include principal and interest on long-term debt, 
claims and judgments, and compensated absences which are recognized when due. 
 
All governmental funds are accounted for on a spending or “flow of current financial resources” 
measurement focus. This means that only current assets and current liabilities are generally included 
on their balance sheets. Their reported fund balance is considered a measure of “available, spendable 
resources”.  
 
Governmental fund operating statements present increases (revenues and other financing sources) 
and decreases (expenditures and other financing uses) in fund balance. Accordingly, they are said to 
present a summary of sources and uses of “available, spendable resources” during a period.  
 
Budgets and Budgetary Accounting  
 
Comparisons to budget are presented for General and Special Revenue Funds. The District follows 
these procedures in establishing the budgetary data reflected in the financial statements:  
 
1. Prior to June 1, the District Superintendent submits to the School Board a proposed operating 

budget for the fiscal year commencing the following July 1. The operating budget is adopted by 
activity. 

2. Public hearings are conducted to obtain taxpayer comments.  
3. Prior to July 1, the budget is legally enacted through passage of a resolution.  
4. Formal budgetary integration is employed as a management control device during the year for the 

General and Special Revenue funds.  
5. Budgets for the General and Special Revenue funds are adopted on a basis consistent with 

generally accepted accounting principles (GAAP).  
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6. Adoption and amendments of all budgets used by the District are governed by Michigan Law. The 
appropriation ordinances are based on the projected expenditure budgets of the various functions 
of the District. Any amendment to the original budget must meet the requirements of Michigan Law. 
The District did amend its budget for the current fiscal year. Any revisions that alter the total 
expenditures of any activity must be approved by the School Board.  

 
Cash and Investments  
 
Michigan law and District policy authorizes the District to invest in:  
 

a. Bonds, bills or notes of the United States; obligations, the principal and interest of which are 
fully guaranteed by the United States, or obligations of the State.  In a primary or fourth class 
school district, the bonds, bills or notes shall be payable at the option of the holder upon not 
more than 90 days’ notice or, if not so payable, shall have maturity dates not more than 5 years 
after the purchase dates.  

b. Certificates of deposit issued by a state or national bank, savings accounts of a state or federal 
savings and loan association, or certificates of deposit or share certificates of a state or federal 
credit union organized and authorized to operate in this State.  

c. Commercial paper rated prime at the time of purchase and maturing not more than 270 days 
after the date of purchase.  

d. Securities issued or guaranteed by agencies or instrumentalities of the United States, United 
States or federal agency obligation repurchase agreements, and bankers’ acceptances issued 
by a bank that is a member of the federal deposit insurance corporation.  

e. Mutual funds that are composed entirely of investment vehicles that are legal for direct 
investment by a school district. 

f. Investment pools, as authorized by the surplus funds investment pool act, composed entirely 
of instruments that are legal for direct investment by a school district.  

 
Due to and Due from Other Funds  
 
Interfund receivables and payables are short-term borrowings that arise from interfund transactions 
which are recorded by all funds affected in the period in which transactions are executed.  
 
Prepaid Items 
 
Certain payments to vendors represent costs applicable to future accounting periods and are recorded 
as prepaid items in both the government-wide and fund financial statements.  
 
Inventory 
 
Inventory is valued at the lower of cost (first-in, first-out) or market. Inventory in the food service fund 
consists of expendable supplies held for consumption.  The cost is recorded as an expenditure at the 
time the inventory is consumed. 
 
Capital Assets  
 
Capital assets, which include property and equipment, are reported in the governmental activities 
column in the government-wide financial statements.  
 
Capital assets are defined by the government as assets with an initial, individual cost of more than 
$5,000 and an estimated useful life in excess of two years. Such assets are valued at cost where 
historical records are available and at an estimated historical cost where no historical records exist. 
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Donated capital assets are valued at acquisition value (the price that would be paid to acquire an asset 
with an equivalent service potential in an orderly market transaction) on the date received.  
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend asset lives are not capitalized. Improvements are capitalized and depreciated over the 
remaining useful lives of the related capital assets, as applicable.  
 
Depreciation on capital assets is computed using the straight-line method over the following estimated 
useful lives:  

 Years 
Buildings and improvements 10-45 
Furniture and equipment 7-35 
Vehicles 8 

 
Unearned Revenue  
 
Governmental funds report $21,949 of unearned revenue at year-end in connection with grants 
received in advance of related expenditures being incurred. The balance of unearned revenues will be 
recorded as revenue in future years when related expenditures are incurred. 
 
Long-Term Obligations  
 
In the government-wide financial statements, the long-term debt and other long-term obligations are 
reported as liabilities in the governmental activities statement of net position. Where applicable, bond 
premiums and discounts are deferred and amortized over the life of the bonds using the effective 
interest method. 
 
In the fund financial statements, governmental fund types recognize bond premiums, discounts and 
issuance costs during the year of issuance. The face amount of debt issued and any premiums received 
are reported as other financing sources. Discounts on debt issuances are reported as other financing 
uses. Issuance costs are reported as expenditures. 
 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of financial position 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 a future period(s) and so will not be 
recognized as an outflow of resources (expense/ expenditure) until then. The District has several items 
that qualify for reporting in this category. A deferred charge on refunding results from the difference in 
the carrying value of the refunded debt and its reacquisition price. This amount is deferred and 
amortized over the life of the refunding debt. The District also has items that qualify for reporting in this 
category relating to pension as described in Note 6. 
 
In addition to liabilities, the statement of financial position 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 a future period(s) and so will not be recognized 
as an inflow of resources (revenue) until that time. The District has items that qualify for reporting in 
this category relating to pension as described in Note 6. 
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Pension 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pension and pension expense, information about the fiduciary net position of 
the Michigan Public School Employees Retirement System (MPSERS) and additions to/deductions 
from MPSERS’ fiduciary net position have been determined on the same basis as they are reported by 
MPSERS. For this purpose, benefit payments (including refunds of employee contributions) are 
recognized when due and payable in accordance with the benefit terms. Investments are reported at 
fair value. 
 
Compensated Absences 
 
Liabilities related to vested sick pay are not recorded in the fund financial statements but are recorded 
in the statement of net position because they are not expected to be liquidated with expendable 
available financial resources.   
 
State Aid Revenue 
 
The District reports State of Michigan school aid in the fiscal year in which the District is entitled to the 
revenue as provided by the State of Michigan School Aid Appropriation Act.  State funding accounted 
for 64% of the general fund revenue for the year.  A certain portion of State Aid received by the District 
is restricted to cover specified expenses of the District, including special education costs.  The 
unrestricted portion is for use in the general operations of the District. 
 
Property Taxes  
 
The District levies its property taxes December 1 which are due by February 15. Taxes are collected 
and paid to the District by Townships within the District. Real property taxes not collected as of March 
1 are turned over to the County for collection, which advances the District 100% for the delinquent real 
taxes. Collection of delinquent personal property taxes remains the responsibility of the Village or 
Townships.  The District levied 18 mills for operations on non-homestead properties and 2.82 mills for 
debt service on both homestead and non-homestead. 
 
Interfund Transactions  
 
Quasi-external transactions are accounted for as revenues, expenditures, or expenses. Transactions 
that constitute reimbursements to a fund for expenditures initially made from it that are properly 
applicable to another fund are recorded as expenditures in the reimbursing fund and as reductions of 
expenditures in the fund that is reimbursed.  All other interfund transactions, except quasi-external 
transactions and reimbursements, are reported as transfers.  
 
Risk Management  
 
The 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; natural disasters and medical benefits to 
employees. The District carries commercial insurance for general liability, property and casualty, health 
claims, and workers compensation. The District has had no settled claims resulting from these risks 
that exceeded their commercial coverage in any of the past three fiscal years.  
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Fund Equity 
 
Governmental funds report fund balance in the following five categories: 
 

1. Non-spendable – the related asset’s form does not allow expenditure of the balance. The 
assets are either (a) not in a spendable form or (b) legally or contractually required to be 
maintained intact. Nonspendable fund balance would be equal to inventory, prepaid items, non-
current financial assets, and the nonspendable portion of endowments.  

2. Restricted – the related assets can only be spent for the specific purposes stipulated by 
constitution, external resource providers, or as identified in enabling legislation. 

3. Committed – the related assets can only be spent for a specific purpose identified by formal 
resolution of the entities governing board. 

4. Assigned – the related assets can only be spent for a specific purpose identified by 
management as authorized by the entities governing board. 

5. Unassigned – is the residual classification and includes all spendable amounts not contained 
in the other classifications. 

 
Fund Balance can only be committed by resolution of the District’s Board. The District Superintendent 
or his/her designee may assign fund balance as provided for by the Board.  
 
Net Position and Fund Balance Flow Assumptions 
 
Sometimes the government will fund outlays for a particular purpose from both restricted (e.g., restricted 
bond or grant proceeds) and unrestricted resources.  In order to calculate the amounts to report as 
restricted – net position/fund balance and unrestricted – net position/fund balance, a flow assumption 
must be made about the order in which the resources are considered to be applied. It is the 
government’s policy to use restricted resources first, then unrestricted resources as they are needed. 
Further, when the components of unrestricted fund balance can be used for the same purpose, 
committed fund balance is depleted first, followed by assigned fund balance. Unassigned fund balance 
is applied last. 
 

2. DEFICIT NET POSITION 
 
At year-end the District reported a deficit net position of $1,403,176. 
 

3. EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS 
 
State law provides that the District shall not incur expenditures in excess of the amount appropriated.  
 
In the body of the financial statements, the District’s actual expenditures and budgeted expenditures 
for the budgeted funds have been shown at the activity level. The approved budgets of the District for 
these budgetary funds were adopted at the activity level.  During the year ended June 30, 2017, the 
District incurred expenditures in certain budgeted funds which were in excess of the amounts 
appropriated. 

 
 

 
Budget 

 
Actual 

Negative 
Variance 

General Fund    
    Guidance services $104,181 $107,913 $(3,732) 
    Board of Education 30,200 31,141 (941) 
    Operations and maintenance 403,036 404,066 (1,030) 
Food Service Fund    
    Food service 247,290 254,933 (7,643) 
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4. CASH  
 

The captions on the financial statements relating to cash are as follows:  
 

 Governmental  
Activities 

Fiduciary 
Fund 

 
Total 

    
Cash  $695,120 $35,569 $730,689 

 
These deposits and investments are in financial institutions located in Michigan.  All accounts are in 
the name of the District and a specific fund or common account. They are recorded in District records 
at fair value.   
 
Investment and deposit risk  
 
Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the 
District’s deposits may not be returned. As of year-end, $205,458 of the District’s bank balance of 
$737,297 was exposed to custodial credit risk because it was uninsured and uncollateralized.  
 

5. CAPITAL ASSETS  
 
Capital asset activity for the year was as follows:  

 
  Balance 

July 1, 
2016 

 
 

Additions 

 
 

Deletions 

Balance  
June 30, 

2017 
Governmental activities  
  Capital assets, not being depreciated  
 Land $  76,874 $           - $           - $     76,874 

  Total capital assets, not being depreciated 76,874 - - 76,874 

  Capital assets, being depreciated     
 Building and improvements 4,716,182 9,633 105,000 4,620,815 
 Furniture and equipment 1,134,522 - 226,857 907,665 
 Vehicles 673,024 26,550 114,167 585,407 

  Total capital assets, being depreciated 6,523,728 36,183 446,024 6,113,887 

  Less accumulated depreciation for     
 Building and improvements 2,021,739 98,389 105,000 2,015,128 
 Furniture and equipment 792,524 30,073 226,857 595,740 
 Vehicles 373,871 52,897 105,417 321,351 

  Total accumulated depreciation 3,188,134 181,359 437,274 2,932,219 

  Net capital assets, being depreciated 3,335,594 (145,176) 8,750 3,181,668 

     
Governmental activities capital assets, net $3,412,468 $(145,176) $   8,750 $3,258,542 

 
Depreciation expense was charged to functions/programs as follows:  
 

Governmental activities  
 Instruction $116,070 
 Supporting services 65,289 

   
Total depreciation expense - governmental activities $181,359 
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6. PENSION PLAN  
 
Defined Benefit Plan 
 
Plan Description 
The Michigan Public School Employees' Retirement System (System or 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. The board consists of twelve 
members - eleven appointed by the Governor and the State Superintendent of Instruction, who serves 
as an ex-officio member. 

 
The System is administered by the Office of Retirement Services (ORS) within the Michigan 
Department of Technology, Management & Budget. The Department Director appoints the Office 
Director, with whom the general oversight of the System resides. The State Treasurer serves as the 
investment officer and custodian for the System. 

 
The System’s financial statements are available at www.michigan.gov/mpsers-cafr. 

 
Benefits Provided 
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. Depending on the plan option selected, member retirement benefits 
for are determined by final average compensation, years of service, and a pension factor ranging from 
1.25 percent to 1.50 percent. 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. 

 
A DB member plan member who leaves Michigan public school employment may request a refund of 
his or her member contributions to the retirement system account if applicable. A refund cancels a 
former member’s rights to future benefits. However, returning members who previously received a 
refund of their contributions may reinstate their service through repayment of the refund upon 
satisfaction of certain requirements. 

 
Contributions and Funded Status 
Employers are required by Public Act 300 of 1980, as amended, to contribute amounts necessary to 
finance the coverage of active and retired members. Contribution provisions are specified by State 
statute 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 the 
September 30, 2016 valuation will be amortized over a 20-year period for the 2016 fiscal year. 
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The schedule below summarizes pension contribution rates in effect for fiscal year 2016. 
 

 
 
 
 
 
 
 
Required contributions to the pension plan from the District were $390,394 for the year ended 
September 30, 2016. 

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows 
of Resources Related to Pensions 
At June 30, 2017, the District reported a liability of $4,337,468 for its proportionate share of the MPSERS 
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 rolled 
forward from September 2015. The District’s proportion of the net pension liability was determined by 
dividing each employer’s statutorily required pension contributions to the system during the 
measurement period by the percent of pension contributions required from all applicable employers 
during the measurement period. At September 30, 2016, the District’s proportion was 
.01738521 percent, which was an increase of .00072988 percent from its proportion measured as of 
September 30, 2015. 
 
For the year ended June 30, 2017, the District recognized pension expense of $475,838. At June 30, 
2017, the District reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources: 
 

 
 

Deferred 
Outflows 

of 
Resources 

Deferred 
Inflows 

Of 
Resources 

Differences between actual and expected experience $   54,056 $10,280 
Changes of assumptions 67,813 - 
Net difference between projected and actual earnings on pension plan 
  investments 

                  
72,089 

                    
- 

Change in proportion and differences between employer contributions 
  and proportionate share of contributions 

                  
205,705 

                    
2,677 

Employer contributions subsequent to the measurement date 247,626 - 

   
Total $647,289 $12,957 

 
 
 
 
 
 
 
 
 
 
 

  Employer 

Benefit Structure Member Universities Non-Universities 

Basic 0.0-4.0% 22.60% 18.95% 
Member Investment Plan 3.0-7.0 22.60 18.95 
Pension Plus 3.0-6.4 N/A 17.73 
Defined Contribution 0.0 17.73 14.56 
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Contributions subsequent to the measurement date reported as deferred outflows of resources related 
to pensions resulting from employer contributions subsequent to the measurement date will be 
recognized as a reduction of the net pension liability in the year ended June 30, 2018. Other amounts 
as deferred outflows of resources and deferred inflows of resources related to pensions will be 
recognized in pension expense as follows: 
 

Year Ending 
September 30, 

 
Amount 

2017 $ 96,580 
2018     90,912 
2019    159,457 
2020    39,757 

 
Actuarial Assumptions 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employer and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan 
members to that point. The actuarial methods and assumptions used include techniques that are 
designed to reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial 
value of assets, consistent with the long-term perspective of the calculations. 

 
Additional information as of the latest actuarial valuation follows: 

 
Summary of Actuarial Assumptions 
Valuation Date: 
Actuarial Cost Method: 

September 30, 2015 
Entry Age, Normal  

Wage Inflation Rate: 3.5% 
Investment Rate of Return:   
- MIP and Basic Plans (Non-Hybrid): 8.0% 
- Pension Plus Plan (Hybrid): 7.0% 
Projected Salary Increases: 3.5 - 12.3%, including wage inflation at 3.5% 
Cost-of-Living Pension Adjustments: 3% Annual Non-Compounded for MIP Members 
Mortality: 
  

RP-2000 Male and Female Combined Healthy Life Mortality Tables, adjusted for 
mortality improvements to 2025 using projection scale BB. This assumption was first 
used for the September 30, 2014 valuation of the System. For retirees, 100% of the 
table rates were used. For active members, 80% of the table rates were used for 
males and 70% of the table rates were used for females. 
 

Notes: 

• Assumption changes as a result of an experience study for the period 2007 through 2012 have 
been adopted by the System for use in the annual pension valuations beginning with the 
September 30, 2014 valuation. The total pension liability as of September 30, 2016, is based 
on the results of an actuarial valuation date of September 30, 2015, and rolled forward using 
generally accepted actuarial procedures, including the experience study. 

• Recognition period for liabilities is the average of the expected remaining service lives of all 
employees in years: [4.6273 for non-university employers 1.2456 for university employers] 

• Recognition period for assets in years is 5.0000. 

• Full actuarial assumptions are available in the 2016 MPSERS Comprehensive Annual 
Financial Report (www.michigan.gov/mpsers-cafr). 
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Long-Term Expected Return on Plan Assets 
The long-term expected rate of return on pension plan investments was determined using a building-
block 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. Best 
estimates of arithmetic real rates of return for each major asset class included in the pension plan’s 
target asset allocation as of September 30, 2016, are summarized in the following table: 
 

 
 
 

Asset Class 

 
 

Target 
Allocation 

Long-Term 
Expected 

Real Rate of 
Return * 

Domestic Equity Pools 28.0% 5.9% 
Alternative Investment Pools 18.0% 9.2% 
International Equity 16.0% 7.2% 
Fixed Income Pools 10.5% .9% 
Real Estate and Infrastructure Pools 10.0% 4.3% 
Absolute Return Pools 15.5% 6.0% 
Short Term Investment Pools   2.0% 0% 

                      100% 
* 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 (7.0% for the Pension Plus plan, 
a hybrid plan provided through non-university employers only). This discount rate was based on the 
long term expected rate of return on pension plan investments of 8.0% (7.0% for the Pension Plus 
plan). The projection of cash flows used to determine this discount rate assumed that plan member 
contributions will be made at the current contribution rate and that employer contributions will be made 
at rates equal to the difference between actuarially determined contribution rates and the member rate. 
Based on these assumptions, the pension plan’s fiduciary net position was projected to be available to 
make all projected future benefit payments of current plan members. 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. 
 
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate 
The following presents the District’s proportionate share of the net pension liability calculated using the 
discount rate of 8.0% (7.0% for the Hybrid Plan), as well as what the District’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 higher: 
 

1% Decrease 
(Non-Hybrid/Hybrid) 

7.0% / 6.0% 

Current Single 
Discount Rate 
Assumption 

(Non-Hybrid/Hybrid) 
8.0% / 7.0% 

1% Increase 
(Non-Hybrid/Hybrid)* 

9.0% / 8.0% 

$5,585,567 $4,337,468 $3,285,200 

 
*  University employers provide non-hybrid plans only.  For non-university employers, the Basic plan 
and the Member Investment Plan (MIP) are non-hybrid plans. Pension Plus is a hybrid plan, with a 
defined benefit (pension) component and a defined contribution (DC) component. 
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Michigan Public School Employees’ Retirement System (MPSERS) Fiduciary Net Position 
Detailed information about the pension plan’s fiduciary net position is available in the separately issued 
MPSERS CAFR, available at www.michigan.gov/mpsers-cafr. 
 
Payables to the Michigan Public School Employees’ Retirement System 
At June 30, 2017, the District reported payables to the defined benefit pension plan totaling $26,277.  
The balance represents legally required contributions to the pension plan. 
 
Defined Contribution Plan Description  
 
Public Act 75 of 2010 established the Pension Plus Plan which provides all individuals hired on or after 
July 1, 2010, with a combined Defined Benefit and Defined Contribution benefit structure. Any member 
of MPSERS who became a member of MPSERS on or after July 1, 2010 is or may be a Pension Plus 
member. 
 
Public Act 300 of 2012 was signed by the Governor on September 4, 2012, amending MPSERS system.  
An employee who first works September 4, 2012 or after joins the MPSERS system as a Pension Plus 
with Personal Healthcare Fund (PHF) member.  Within 75 days of first being reported to ORS, these 
employees can elect to become straight Defined Contribution plan participants.  The PHF must be 
retained with whichever benefit plan they elect.  The plan becomes retroactive to their first day. 
 
Employees under the Pension Plus Plan automatically default with an employee contribution of 2 
percent of the employee’s pay.  The District is required to match 50 percent of the employee contribution 
up to 1 percent.  Employees may increase their personal contribution up to the annual IRS limit or can 
elect out of contributing. 
 
Employees under the straight Defined Contribution plan automatically default with an employee 
contribution of 6 percent of the employee’s pay.  The District is required to match 50 percent of the 
employee contribution up to 3 percent. 
 
For the year ended June 30, 2017, District and employee contributions were $3,850 and $10,419, 
respectively.  These contributions are deposited into each participant’s State of Michigan 457 Plan thru 
VOYA. 
 
New plan provisions under Public Act 92 of 2017 make changes to the Defined Contribution Plan option 
starting October 1, 2017. 
 
Other Post-Employment Benefits 
 
Retirees have the option of health coverage which is funded on a pay-as-you-go basis by the plan. The 
State of Michigan has contracted to provide the comprehensive group medical, hearing, dental and 
vision coverage for retirees and beneficiaries. All health care benefits are on a self-funded basis. A 
significant portion of the premium is paid by MPSERS with the balance deducted from the monthly 
pension. Pension recipients are eligible for fully paid Master Health Plan coverage and 90% paid Dental 
Plan, Vision Plan and Hearing Plan coverage with the following exceptions: 
 

1. Retirees not yet eligible for Medicare coverage pay an amount equal to the Medicare Part B 
premiums. 

2. Retirees with less than 30 years of service, who terminate employment after October 31, 1980 
with vested deferred benefits, are eligible for partially employer paid health benefit coverage (no 
payment if less than 21 years of service). 
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Effective for the year ending June 30, 2018, the District will be required to implement a new reporting 
standard. This standard establishes new requirements for governments to report a “net OPEB liability” 
for the unfunded portion of its OPEB plan. Historically, governments have only been required to report 
a net OPEB obligation to the extent that they have not met the annual required contribution (ARC) in 
any given year. Upon implementation of this standard, governments will be required to report a net 
OPEB liability based on the funded status of the plan (actuarially accrued liability less plan assets). This 
liability will be reported on the accrual basis financial statements. Changes in this liability from year to 
year will largely be reflected on the accrual basis income statement, though certain amounts may be 
deferred and amortized over varying periods. 

 
7. DEBT  
 

Short-term Debt 
 
The following is a summary of short-term debt transactions of the District for the year ended June 30, 
2017: 

 Balance 
July 1, 
2016 

 
 

Additions 

 
 

Deletions 

Balance 
June 30, 

2017 
     
Michigan Finance Authority note payable; due in 
seven monthly payments with final payment due in  
July 2016; interest payable at .64% 

 
 

$22,900 

 
 

 $           - 

 
 

$22,900 

 
 

$           - 
     
Michigan Finance Authority note payable; due in 
seven monthly payments with final payment due in 
July 2016; interest payable at .76% 

 
 

48,572 

 
 
                 - 

 
 

 48,572 

 
 

           - 
     
Bank note payable; due in August 2017; interest 
payable at .97% 

 
- 

       
454,353 

 
 - 

      
454,353 

 
Long-term Debt 
 
The following is a summary of the long-term debt transactions of the District for the year ended June 
30, 2017: 
 

  
Balance 
July 1, 
2016 

 
 
 

Additions 

 
 
 

Deletions 

 
Balance 
June 30, 

2017 

Due 
Within 

One 
Year 

Governmental Activities  
$695,000 Energy Conservation 
Improvement Bonds due in annual 
installments of $20,000 to $55,000 through 
2024; interest payable at 4.20% to 4.85%. 

 
 
 

$   380,000 

 
 
 

$           - 

 
 
 

$     40,000 

 
 
 

$   340,000 

 
 
 

$ 40,000 
      
$955,000 General Obligation Refunding 
Bonds; due in annual installments of 
$105,000 to $130,000 through 2024; 
interest payable at 2%. 

 
 
 

955,000 

 
 
 

- 

 
 
 

105,000 

 
 
 

850,000 

 
 
 

110,000 
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Balance 
July 1, 
2016 

 
 
 

Additions 

 
 
 

Deletions 

 
Balance 
June 30, 

2017 

Due 
Within 

One 
Year 

      
$73,297 Boiler installment purchase; due in 
annual installments of $7,330 through 2024, 
interest payable at 1.8%. 

 
 

$    58,637 

 
 

$         - 

 
 

$   7,330 

 
 

$   51,307 

 
 

$   7,330 

 
$380,000. School Bus Bonds due in annual 
installments of $60,000 to $65,000 through 
2020, interest payable at 1.45 to 2.55%. 

 
 

   260,000 

 
 

        - 

 
 

  65,000 

 
 

   195,000 

 
 

 65,000 
      
$26,535 Truck installment purchase; due in 
annual installments of $5,307 through 2022, 
plus interest at 1.35%. 

 
 

- 

 
 

26,535 

 
 

- 

 
 

26,535 

 
 

5,307 

      
 1,653,637 26,535 217,330 1,462,842 227,637 
      
Unamortized refunding loss (54,312) - (7,758) (46,554) - 
      
Compensated absences     26,578 - 2,743      23,835            - 

      
Total long-term debt  $1,625,903 $26,535 $212,315 $1,440,123 $227,637 

 
The annual requirements to amortize all debt outstanding (excluding unamortized refunding loss and 
compensated absences) as of June 30, 2017 are as follows:  
 

 Principal Interest 
   
2018 $   227,637 $  37,404 
2019 237,637 31,858 
2020 237,637 55,834 
2021 187,637 19,526 
2022 187,637 14,523 
2023-2024 384,657 13,543 

   
Total $1,462,842 $172,688 

 
Compensated absences are expected to be liquidated with general fund resources. 
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8. INTERFUND TRANSACTIONS  
 

Interfund receivables and payables are utilized to facilitate temporary cash flow needs for other funds. 
Amounts due to and from other funds at year-end are as follows: 
 

 Payable Fund  

 
Receivable Fund 

General 
Fund 

Nonmajor 
Funds 

 
Total 

General fund $         - $33,061 $33,061 
Nonmajor funds 13,132 - 13,132 

     
Total $13,132 $33,061 $46,193 

 
Transfers are used to move revenues from the fund that is required to collect them to the fund that is 
required or allowed to expend them. Transfers in and out for the year ended June 30, 2017 are as 
follows: 
 

 Transfers In Transfers Out 
General fund $  11,260 $    2,420 
Nonmajor governmental funds 90,543 99,383 

   
 $101,803 $101,803 

 
9. CONTINGENCIES  
 

Under the terms of various Federal and State grants and regulatory requirements, periodic audits are 
required and certain costs may be questioned as not being appropriate expenditures under the terms 
of the grants and requirements. Such audits could lead to reimbursement to the grantor or regulatory 
agencies. However, management believes such disallowances, if any, will not be material to the 
financial position of the District. 
 

10. TAX ABATEMENTS 
 
The District receives reduced property tax revenues as a result of Industrial Facilities Tax (IFT) 
exemptions granted by various townships in Mason, Newaygo and Oceana counties.  IFT exemptions 
entered into under the Plant Rehabilitation and Industrial Development Districts Act, (known as the 
Industrial Facilities Exemption) PA 198 of 1974, as amended, provide a tax incentive to manufacturers 
to enable renovation and expansion of aging facilities, assist in the building of new facilities, and to 
promote the establishment of high tech facilities. An IFT certificate entitles the facility to exemption from 
ad valorem real and/or personal property taxes for a term of 1-12 years as determined by the local unit 
of government and is computed at half the local property tax millage rate, amounting to a reduction in 
property taxes of approximately 50%. 
  
For the year ended June 30, 2017, the District’s property tax revenues were reduced by the following 
as a result of Industrial Facilities Tax exemptions: 
 

Municipality Amount 
  
Colfax Township $41,603 
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11. SUBSEQUENT EVENT 

 
State Aid Anticipation Notes 
In August 2017, the District received the proceeds of $500,000 state aid anticipation notes through a 
bank. The notes payable are not subject to redemption prior to their maturity in August 2018 and bear 
interest at 1.27 percent per annum. The District pledged for payment of the note payable, the amount 
of state school aid to be received plus the full faith, credit and resources of the District. 
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REQUIRED SUPPLEMENTARY INFORMATION



Variance
Actual Positive

Original Final Amount (Negative)
Revenues

Local sources 812,150$       814,789$       784,182$       (30,607)$        
State sources 1,824,450      2,039,442      2,035,001      (4,441)           
Federal sources 243,013       411,133       349,904        (61,229)        

Total revenues 2,879,613    3,265,364    3,169,087     (96,277)        

Expenditures
Current

Instruction 1,677,349      1,832,873      1,781,558      51,315           
Support services 1,189,264      1,336,291      1,322,709      13,582           
Community services 550               3,797             1,406             2,391             
Athletics 76,135           84,125           83,769           356               
Payments to other governmental entities 500               750               644               106               

Debt service
Principal 42,350           47,350           47,330           20                 
Interest expense 21,600         19,450         19,265          185              

Total expenditures 3,007,748    3,324,636    3,256,681     67,955          

Revenues over (under) expenditures (128,135)      (59,272)       (87,594)        (28,322)        

Other financing sources (uses)
Issuance of installment note -                  26,535         26,535          -                   
Sale of capital assets 1,100           1,500           1,500            -                   
Transfers in 11,260           11,260           11,260           -                    
Transfers out -                  (2,420)         (2,420)          -                   

Total other financing sources (uses) 12,360         36,875         36,875          -                   

Net changes in fund balance (115,775)        (22,397)         (50,719)         (28,322)         

Fund balance, beginning of year 398,103       398,103       398,103        -                   

Fund balance, end of year 282,328$      375,706$      347,384$       (28,322)$       

Budget Amounts

WALKERVILLE PUBLIC SCHOOLS

GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2017
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2016 2015 2014

District's proportion of the net pension liability (%) 0.01739% 0.01666% 0.01618%

District's proportionate share of the net pension liability 4,337,468$     4,068,069$     3,564,589$     

District's covered-employee payroll 1,491,822       1,455,759       1,434,840       

District's proportionate share of the net pension liability as a
percentage of its covered-employee payroll (%) 290.75% 279.45% 248.43%

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

Notes to schedule:
Amounts were determined as of September 30 of each fiscal year.
Changes of benefit terms:  There were no changes of benefit terms in 2016.
Changes of assumptions:  There were no changes of benefit assumptions in 2016.

WALKERVILLE PUBLIC SCHOOLS

DEFINED BENEFIT PENSION PLAN
SCHEDULE OF DISTRICT'S PROPROTIONATE SHARE OF

NET PENSION LIABILITY

FOR THE YEAR ENDED JUNE 30, 2017
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2017 2016 2015

Statutorily required contributions 390,394$        321,303$        474,039$        

Contributions in relation to statutorily required contributions * 390,394          321,303          474,039          

Contribution deficiency (excess) -$                  -$                    -$                  

District's covered-employee payroll 1,557,754$     1,476,383$     1,434,840$     

Contributions as a percentage of covered-employee payroll 25.1% 21.8% 33.0%

System, as distinct from the statutorily required contributions.

Notes to schedule:
Amounts were determined as of June 30 of each fiscal year.
Changes of benefit terms:  There were no changes of benefit terms in 2016.
Changes of assumptions:  There were no changes of benefit assumptions in 2016.

WALKERVILLE PUBLIC SCHOOLS

DEFINED BENEFIT PENSION PLAN
SCHEDULE OF DISTRICT CONTRIBUTIONS

FOR THE YEAR ENDED JUNE 30, 2017

* Contributions in relation to statutorily required contributions are the contributions an employer actually made to the 
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Variance
Actual Positive

Original Final Amount (Negative)
Revenues

Local sources
Property taxes 551,015$       
Library penal fines 10,003          
National Forest 10,524          
Interest 330               
Athletic events 8,332            
Rents 3,000            
Other 200,978        

Total local sources 812,150       814,789       784,182        (30,607)         

State sources
Foundation allowance 1,579,892     
MPSERS 186,662        
Special education 59,227          
At risk 193,548        
Other 15,672          

Total state sources 1,824,450    2,039,442    2,035,001     (4,441)           

Federal sources
Title I 150,410        
Title II 32,096          
Migrant education 154,648        
Other 12,750          

Total federal sources 243,013       411,133       349,904        (61,229)         

Total Revenues 2,879,613$   3,265,364$   3,169,087$    (96,277)$       

Budget Amounts

WALKERVILLE PUBLIC SCHOOLS

GENERAL FUND
SCHEDULE  OF REVENUES

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2017
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Variance
Actual Positive

Original Final Amount (Negative)
Expenditures

Current
Instruction  

Elementary 606,138$       
High school  314,049        
Middle school  244,168        
Pre-school 60,206          
Special education  147,282        
Compensatory education  409,715        

Total instruction  1,677,349    1,832,873    1,781,558     51,315         

Support services  
Guidance services  95,565         104,181       107,913        (3,732)          
Improvement of instruction  27,349         27,725         26,466          1,259           
Educational media services 25,060         30,550         30,512          38                
Supervision/director of instruction 7,785           25,295         18,804          6,491           
Student assessment  -                   2,428           1,335            1,093           
Board of Education  31,900         30,200         31,141          (941)             
Executive administration 108,070       114,750       114,406        344              
Principal 191,635       207,185       204,019        3,166           
Fiscal services  67,700         68,475         68,474          1                  
Other business services 16,200         46,200         44,257          1,943           
Operations and maintenance 341,850       403,036       404,066        (1,030)          
Transportation  190,185       178,494       177,676        818              
Communication services  -                   487              387               100              
Staff/Personnel services  500              700              676               24                
Information management  85,465         96,585         92,577          4,008           

Total support services  1,189,264    1,336,291    1,322,709     13,582         

Community services  550              3,797           1,406            2,391           

Athletics  76,135         84,125         83,769          356              

Payments to other governmental entities  500              750              644               106              

Debt service 
Principal  42,350         47,350         47,330          20                
Interest expense  21,600         19,450         19,265          185              

Total debt service  63,950         66,800         66,595          205              

Total expenditures  3,007,748$   3,324,636$   3,256,681$    67,955$        

Budget Amounts

WALKERVILLE PUBLIC SCHOOLS

GENERAL FUND
SCHEDULE OF EXPENDITURES

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2017
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Special
Revenue 2005/2014

Food Refunding 2014 Bus
Service Bonds Bonds

Assets
Cash -$                   42,205$          6,871$            
Accounts receivable 2,694              -                     -                     
Due from other funds 2,186              -                     -                     
Due from other governments 8,257              -                     -                     
Inventory 2,647            -                    -                    

Total Assets 15,784$         42,205$          6,871$           

Liabilities and fund balance
Liabilities

Accounts payable 1,751$            -$                   -$                   
Due to other funds -                     8,693              226                 
Unearned revenue 2,805            -                    -                    

Total Liabilities 4,556            8,693             226                

Fund balances
Non-spendable

Inventory 2,647              -                     -                     
Restricted

Food service 8,581              -                     -                     
Debt service -                     33,512            6,645              

Committed
Capital projects -                     -                     -                     

Assigned
Capital projects -                   -                    -                    

Total fund balance 11,228          33,512           6,645             

Total liabilities and fund balances 15,784$         42,205$          6,871$           

WALKERVILLE PUBLIC SCHOOLS

NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET

JUNE 30, 2017

Debt Service
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Public
Improvement Bus Total

56,639$          45,833$          151,548$        
-                     -                     2,694              

10,946            -                     13,132            
-                     -                     8,257              
-                     -                     2,647              

67,585$          45,833$          178,278$        

-$                   -$                   1,751$            
-                     24,142            33,061            
-                     -                     2,805              

-                     24,142            37,617            

-                     -                     2,647              

-                     -                     8,581              
-                     -                     40,157            

67,585            -                     67,585            

-                     21,691            21,691            

67,585            21,691            140,661          

67,585$          45,833$          178,278$        

Projects
Capital
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Special
Revenue 2005/2014

Food Refunding 2014 Bus
Service Bonds Bonds

Revenues
Local sources 21,868$          124,841$        68,846$          
State sources 6,819              -                     -                     
Federal sources 210,994        -                    -                    

Total revenues 239,681        124,841         68,846           

Expenditures
Current

Food service 254,933          -                     -                     
Capital outlay -                     -                     -                     
Debt service

Principal -                     105,000          65,000            
Interest -                   19,630           6,120             

Total expenditures 254,933        124,630         71,120           

Revenues over (under) expenditures (15,252)        211                (2,274)           

Other financing sources (uses)
Transfers in 2,420              -                     -                     
Transfers out (11,260)        -                    -                    

Total other financing sources (uses) (8,840)          -                    -                    

Net changes in fund balances (24,092)          211                 (2,274)            

Fund balances, beginning of year 35,320          33,301           8,919             

Fund balances, end of year 11,228$         33,512$          6,645$           

WALKERVILLE PUBLIC SCHOOLS

NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2017

Debt Service
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Public
Improvement Bus Total

-$                   267$               215,822$        
-                     -                     6,819              
-                     -                     210,994          

-                     267                 433,635          

-                     -                     254,933          
-                     84                   84                   

-                     -                     170,000          
-                     -                     25,750            

-                     84                   450,767          

-                     183                 (17,132)          

56,639            -                     59,059            
-                     (56,639)          (67,899)          

56,639            (56,639)          (8,840)            

56,639            (56,456)          (25,972)          

10,946            78,147            166,633          

67,585$          21,691$          140,661$        

Projects
Capital
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Variance
Actual Positive

Original Final Amount (Negative)
Revenues

Local sources 23,700$         17,930$         21,868$         3,938$           
State sources 7,500             7,200             6,819             (381)              
Federal sources 208,200       204,200       210,994        6,794            

Total revenues 239,400       229,330       239,681        10,351          

Expenditures
Current

Salaries 67,479           
Fringe benefits 51,818           
Supplies 5,713             
Food supplies 125,630        

Dues and fees 2,609            

Contracted services 1,684            

Total expenditures 228,140       247,290       254,933        (7,643)          

Revenues over (under) expenditures 11,260           (17,960)         (15,252)         2,708             

Other financing sources (uses)
Transfer in -                    -                    2,420             2,420             
Transfer out (11,260)       (11,260)       (11,260)        -                   

Total other financing sources (uses) (11,260)       (11,260)       (8,840)          2,420            

Net changes in fund balance -                    (29,220)         (24,092)         5,128             

Fund balance, beginning of year 35,320         35,320         35,320          -                   

Fund balance, end of year 35,320$        6,100$          11,228$         5,128$          

Budget Amounts

WALKERVILLE PUBLIC SCHOOLS

FOOD SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2017
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Assets
Cash 35,569$    

Liabilities
Due to student groups

Band 6,242$       
Basketball 531           
Box tops 2,786         
Class of 2015 259           
Class of 2016 204           
Class of 2017 (55)            
Class of 2018 2,295         
Class of 2019 1,480         
Class of 2020 145           
Cross country 951           
Elementary lockers 3,591         
Miscellaneous (152)          
National honor society 788           
Library 1,299         
Boosters 8,040         
Scholarship fund 2,700         
Sport fund 471           
Recreation group 1,761         
Student council 1,686         
Volleyball (6)              
Wildcat closet 741           
Yearbook (188)        

Total liabilities 35,569$    

WALKERVILLE PUBLIC SCHOOLS

AGENCY FUND
DETAILED SCHEDULE OF ASSETS AND LIABILITIES

JUNE 30, 2017
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INTERNAL CONTROL AND COMPLIANCE 



 Vredeveld Haefner LLC 
 CPAs and Consultants Douglas J. Vredeveld, CPA 
 10302 20th Avenue (616) 446-7474 
 Grand Rapids, MI 49534 Peter S. Haefner, CPA 
 Fax (616) 828-0307 (616) 460-9388 

Specializing in services to governmental and nonprofit entities 

 

 

INDEPENDENT AUDITORS’ 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  

October 27, 2017 
 

Members of the Board of Education 
Walkerville Public Schools 
Walkerville, 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 Walkerville Public Schools, 
Walkerville, Michigan (the “District”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the District’s basic financial statements, and 
have issued our report thereon dated October 27, 2017. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the 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 District’s internal control. Accordingly, 
we do not express an opinion on the effectiveness of the 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. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to 
be reported under Government Auditing Standards. 
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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 
District’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 District’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
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