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INDEPENDENT AUDITOR'S REPORT
To the Board of Education
Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and each major fund and the aggregate
remaining fund information of Onaway Area Community Schools, Michigan, as of and for the year ended June 30, 2016, and the
related notes to the financial statements, which collectively comprise the School District’s basic financial statements as listed in
the table of contents. We did not audit the district’s proportionate share of the net pension liability of the Michigan Public School
Employees' Retirement System and the related transactions and disclosures. Those balances and disclosures were audited by
the State of Michigan Office of the Auditor General whose report has been furnished to us, and our opinion, insofar as it related
to the amounts included for the district, is based solely on the report of the State of Michigan Office of the Auditor General.
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 and the report of the State of Michigan Office of the Auditor General, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities and the major fund and
aggregate remaining fund information of Onaway Area Community Schools, Michigan, as of June 30, 2016, and the respective
changes in financial position, and, where applicable, cash flows thereof 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 administration’s discussion and
analysis and budgetary comparison information on pages 3 through 11 and page 43 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 Onaway Area
Community Schools’s basic financial statements. The combining nonmajor fund financial statements are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The schedule of federal awards is presented
for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is also not a required part of the basic financial statements.
The combining nonmajor fund financial statements 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 nonmajor
fund financial statements 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 24, 2016, on our
consideration of Onaway Area Community Schools, Michigan’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 Onaway Area Community Schools,
Michigan’s internal control over financial reporting and compliance.

Douglas Wohlberg, CPA
Byron Center, Michigan
October 24, 2016
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016
Onaway Area Community School District is a K-12 School District located in Cheboygan and Presque Isle Counties,
Michigan. The Administration’s Discussion and Analysis, a requirement of GASB 34, is intended to be the Onaway Area
Community Schools District Administration’s discussion and analysis of the financial results for the fiscal year ended June 30,
2016.
Generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two types of financial
statements: District-Wide Financial Statements and Fund Financial Statements

Fund Financial Statements
The fund statements are formatted to comply with the legal requirements of the Michigan Department of Education’s
“Accounting Manual.” In the State of Michigan, the District’s major instructional and instructional support activities are
reported in the General Fund. Additional activities are reported in their relevant funds including: Debt Funds, and the School
Service Fund, which is comprised of Food Service, and various Activity accounts.
In the fund financial statements, capital assets purchased by cash are reported as expenditures in the year of acquisition. No
asset is reported. The issuance of debt is recorded as a financial resource. The current year’s payments of principal and interest
on long-term obligations are recorded as expenditures. Future year’s debt obligations are not recorded.

District-Wide Financial Statements:
The District-wide financial statements are full accrual basis statements. They report all of the District’s assets and liabilities,
both short- and long-term, regardless if they are “currently available” or not. For example, assets that are restricted for use in
the Debt Funds solely for the payment of long-term principal or interest are grouped with unrestricted assets of the General
Fund. Capital assets and long-term obligations of the District are reported in the Statement of Net Position of the District-wide
financial statements.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

Summary of Net Position:
The following summarizes the net position at fiscal year ended June 30, 2016:
Assets
Current assets
Capital assets
Total assets

$

Deferred outflows of resources
Liabilities
Current liabilities
Long-term liabilities
Total liabilities
Deferred inflows of resources
Net Position
Invested in capital assets, net of related debt
Restricted:
Food service
Debt service
Unrestricted
Total net position

$

2016

2015

1,618,314 $
5,793,351
7,411,665

1,490,614
5,867,081
7,357,695

692,369

899,694

753,722
10,421,371
11,175,093

824,865
9,792,416
10,617,281

30,868

878,114

4,693,701

4,266,766

96,446
130,146
(8,022,220)
(3,101,927) $

85,652
106,395
(7,696,819)
(3,238,006)

Analysis of Financial Position:
During fiscal year, the District’s total net position decreased by $136,079. A few of the significant factors affecting net
position during the year are discussed below:

1. Depreciation Expense
GASB 34 requires School Districts to maintain a record of annual depreciation expense and accumulated depreciation. The net
increase in accumulated depreciation expense is a reduction in net position.
For fiscal year, the net increase in accumulated depreciation was $110,445.
Depreciation expense is recorded on a straight-line basis over the estimated useful lives of assets. In accordance with generally
accepted accounting principles (GAAP), depreciation expense is recorded based on the original cost of the asset less an
estimated salvage value.
One way to think of depreciation expense is that in order to maintain net position at the same level, acquisitions of capital
outlay and capitalized major maintenance projects would have to equal the annual depreciation expense. In other words, to stay
even in net position the District would have had to capitalize an additional $110,445 in assets during the year.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

2. Capital Outlay Acquisitions
Actual capital outlay acquisitions for the fiscal year were $36,715. This is the purchase of wireless technology items.
Since accumulated depreciation is based on original cost, it does not take into consideration inflation. As a result, the actual
investment in capital outlay would have to be more than depreciation expense in order to maintain assets at the same level of
maintenance and upkeep.

3. Capital Outlay Dispositions
During the year, the District did not sell any significant capital assets.

4. Long Term Debt Reduction
The District is currently not completing any significant capital projects. The long-term liabilities for the District were reduced
by $387,695. When liabilities are decreased faster than capital assets depreciate, the result is an increase to net position.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

Results of Operations:
For the fiscal year the District-wide results of operations were:
2016
General Revenues
Michigan's Foundation Grant Allowance:
Property taxes levied for general operations
State of Michigan Aid, unrestricted
Michigan's Foundation Grant Allowance

2015

% of Total

2,560,259
2,224,352
4,784,611

36.5 % $
31.7 %
68.2 %

2,570,523
2,154,498
4,725,021

37.2 %
31.3 %
68.5 %

Property taxes levied for debt service
Other
Total General Revenues

539,072
42,478
5,366,161

7.7 %
0.6 %
76.5 %

522,920
44,498
5,292,439

7.6 %
0.6 %
76.7 %

Program Revenues
Charges for services
Operating grants - Federal and State
Total Revenues

104,371
1,547,772
7,018,304

1.5 %
22.1 %
100.1 %

97,170
1,513,144
6,902,753

1.4 %
21.9 %
100.0 %

Expenses
Instructional and instructional support
Support services
Food services
Athletics
Interest on long-term debt
Depreciation (unallocated)
Total Expenses

4,584,092
1,818,895
285,929
100,625
26,980
65,704
6,882,225

66.6
26.4
4.2
1.5
0.4
1.0
100.1

3,659,555
1,823,197
284,509
100,746
35,409
61,114
5,964,530

61.3
30.6
4.8
1.7
0.6
1.0
100.0

Increase (Decrease) in Net Position

$

% of Total

$

136,079
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%
%
%
%
%
%
%
$

938,223

%
%
%
%
%
%
%

Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

1. Property Taxes levied for General Operations (General Fund Property Taxes)
The District levies 18.0 mills of property taxes for operations (General Fund) on Non-Homestead Properties. Under Michigan
law, the taxable levy is based on the taxable valuation of properties. Annually, the taxable valuation increase in property values
is capped at the rate of the prior year’s CPI increase or 5%, whichever is less. At the time of sale, a property’s taxable
valuation is readjusted to the State Equalized Value, which is, theoretically, 50% of the market value.
The District’s non-homestead property levy for the fiscal year was $2,556,615. The non-homestead tax levy decreased by
0.18% over the prior year.
Fiscal Year
2015-2016
2014-2015
2013-2014
2012-2013
2011-2012

Non Homestead
Tax Levy
Percent change
$
2,556,615
0.18 %
$
2,551,911
0.15 %
2,547,994
0.09 %
2,545,810
(0.29)%
2,553,268
(2.17)%

The average decrease over the last 5 years was 0.41%.

2. State Of Michigan Aid, Unrestricted
The State of Michigan aid, unrestricted is determined by the following variables:
a. State of Michigan State Aid Act per student foundation allowance
b. Student Enrollment - Blended at 90% of current year fall count and 10% of prior year winter count
c. The District’s non-homestead levy

Per Student, Foundation Allowance:
Annually, the State of Michigan sets the per student foundation allowance. The Onaway Area Community Schools District
foundation allowance was $7,391 per pupil for the school year. This was an increase of $265 per pupil over the District’s
previous year foundation allowance.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

Student Enrollment:
The District’s student blended enrollment for the year was 646 students. The District’s enrollments have generally declined in
the past five years. The following summarizes fall student enrollments in the past five years:

Fiscal Year
2015-2016
2014-2015
2013-2014
2012-2013
2011-2012

Student
Membership
646
662
668
673
682

Increase
(Decrease)
Prior Year
(16)
(6)
(5)
(9)
9

Preliminary student enrollments for 2016-2017 indicate that enrollments will decrease slightly from 2015-2016.

3. Property Taxes levied for Debt Service:
The District’s debt fund levy, which is used to pay the principal and interest on bond obligations, is based on the taxable
valuation of all properties: homestead and non-homestead.
For 2015-2016, the District’s debt millage levy was 2.10 mills, which generated revenue of $539,072.

4. Food Service Sales to Students & Adults:
The District’s Food Service revenues increased from the previous year by approximately $2,938 to $297,980. School lunch
and milk prices were raised from the previous year.
The total revenues from Food Service operations were greater than total expenditures for the year by $12,051. The food
service fund spent approximately $4,500 on capital outlays during the year.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

GENERAL FUND BUDGET & ACTUAL REVENUES & EXPENDITURES
General Fund Revenue Budget vs. Actual 5-Year History
Fiscal Year
2015-2016
2014-2015
2013-2014
2012-2013
2011-2012

Original Budget
$ 5,758,808
5,801,396
5,764,863
5,573,552
5,778,242

Final Budget
$ 6,074,789
6,033,388
5,954,752
5,596,667
5,720,725

Actual
$ 61,810,041
6,085,014
5,966,056
5,634,353
5,746,644

Variance Actual
Variance Actual
& Original Budget & Final Budget
973.31 %
917.48 %
4.89 %
0.86 %
3.49 %
0.19 %
1.09 %
0.67 %
(0.55)%
0.45 %

General Fund Expenditures Budget vs. Actual 5-Year History
Fiscal Year
2015-2016
2014-2015
2013-2014
2012-2013
2011-2012

Original Budget
$ 5,920,159
5,997,393
6,004,834
6,029,373
6,164,510

Final Budget
$ 6,129,710
6,208,429
6,185,403
6,246,465
6,389,685

Actual
$ 6,019,414
6,175,520
6,062,172
6,080,012
6,243,586

Variance Actual
Variance Actual
& Original Budget & Final Budget
(1.68)%
1.80 %
(2.97)%
0.53 %
(0.95)%
1.99 %
(0.84)%
2.66 %
(1.28)%
2.29 %

Original vs. Final Budget:
The Uniform Budget Act of the State of Michigan requires that the local Board of Education approve the original budget for
the upcoming fiscal year prior to July 1, the start of the fiscal year. As a matter of practice, Onaway Area Community School
District amends its budget twice during the school year. For fiscal year 2016-2017, the budget was amended in February and
final budget amendments were made in June.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016

Change from Original to Final Budget
General Fund Revenues:
Total Revenues Original Budget
Total Revenues Final Budget
Increase (Decrease) in Budgeted Revenues

$

5,758,808
6,074,789
315,981

$

The District’s actual general fund revenues were greater than the final budget by $106,252, a variance of 1.75%. The final
revenue budget reflects the following changes from the original budget:
 Final budgeted local revenues were increased by $32,332 from the original budget.
 Final budgeted state revenues were increased by $331,631 from the original. The majority of this increase was due to
adjusting for categorical revenues such as Best Practice Incentives and the MPSERS UAAL Rate Stabilization.
 Final budgeted federal revenues were decreased by $28,004. This resulted from the finalization of federal grants.
 Intermediate revenues were decreased by $19,978. The majority of this increase was due to changes in funding from the
COP-ESD.

General Fund Expenditures:
The District’s budget for expenditures changed as follows during the year:
Total Expenditures Original Budget
Total Expenditures Final Budget
Increase (Decrease) in Budgeted Expenditures

$
$

5,920,159
6,129,710
209,551

The District’s actual expenditures differed from the final budget by $110,296 or 1.80%. Some of the significant budget
adjustments for the year include:
 The Uniform Budget Act of the State of Michigan requires that the local Board of Education approve the original budget for
the upcoming fiscal year prior to July 1, the start of the fiscal year. As a matter of practice, Onaway Area Community School
District amends its budget twice during the school year. For fiscal year 2014-2015, the budget was amended in October of
2014 and final budget amendments were made in June of 2015.
 The administration made adjustments in October to reflect an increase to summer school spending. Additional salary,
benefits, and supplies were needed for the summer school program that were not originally budgeted for at the beginning of
the school year. The majority of this had to do with additional students being placed in the program.
 Local property tax revenues were increased by $22,534 and state revenues were increased by $300,190. While the state
increases seem excessive, they comprised of $260,871 increase for a MPSERS UAAL increase that was expensed and paid
out directly to ORS and also a $33,082 increase in a Best Practices allocation that was not budgeted for at the beginning of
the year.
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Onaway Area Community Schools
Administration’s Discussion and Analysis
Year Ended June 30, 2016
 Benefits costs were increased by $260,871 in order to the expense the MPSERS UAAL payments that were received.
Operations and Maintenance costs were reduced by $120,670. Within this amount, workers compensation costs were
reduced by $25,088, building insurance was reduced by $16,538, and natural gas costs were reduced by $24,451. In
addition, other operations and maintenance supplies and equipment costs were reduced by nearly $20,000.
 Transportation costs were reduced by $104,369. In this amount $17,017 were salary decreases as a result of two bus drivers
leaving during the school year and were replaced with existing staff. A savings of $41,907 was generated in benefit savings
as a result of bus drivers retiring that were formerly receiving health insurance benefits under a grandfather clause in the
support staff contract. Fuel costs were nearly $40,000 less than what was anticipated at the beginning of the year. Repair
costs actually increased by nearly $10,000. This is due to an aging bus fleet that needed many unplanned repairs during the
school year.
 In anticipation of future reductions to revenues, many supply and equipment purchases that were anticipated at the start of
the school year were eliminated. As an example, supply line items were reduced by $23,291

Conclusion:
In anticipation of shrinking revenues in the foreseeable future, the District’s management is continuing to minimize expenses
in most areas. Public Education has had difficulty maintaining programming over the last several years. Onaway Area
Community Schools has been making several attempts to creatively come up with ways to maintain and enhance programming
while maintaining financial health.

Contacting the District’s Financial Management
This financial report is designed to provide our citizens and taxpayers with a general overview of the District’s finances. If you
have questions about this report or need additional information, contact the Onaway Area Community School District Business
Office.
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BASIC FINANCIAL STATEMENTS
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Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Statement of Net Position
June 30, 2016
Governmental
Activities
ASSETS
Cash and investments
Intergovernmental receivable
Inventories
Prepaid expenses
Capital assets less accumulated depreciation of $2,739,549

$

Total assets

7,411,665

DEFERRED OUTFLOWS OF RESOURCES
District contributions subsequent to the measurement date
Net difference between projected and actual earnings on pension plan
investments
Changes in proportion and differences between district contributions
and proportionate share of contributions
Total deferred outflows of resources

530,743
45,732
115,894
692,369

LIABILITIES
Accounts payable
Accrued payroll and other liabilities
Accrued interest
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year
Net pension liability

87,031
661,598
3,139
1,954
549,705
911,902
8,959,764

Total liabilities

11,175,093

DEFERRED INFLOWS OF RESOURCES
Pension plan earnings differences
Changes in proportion and differences between district contributions
and proportionate share of contributions
Total deferred inflows of resources
NET POSITION
Net investment in capital assets
Restricted:
Food service
Debt service
Unrestricted
Total net position

The Notes to Financial Statements are an integral part of this statement.
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966,129
626,140
6,348
19,697
5,793,351

29,677
1,191
30,868

4,693,701

$

96,446
130,146
(8,022,220)
(3,101,927)

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Statement of Activities
For the year ended June 30, 2016

Expenses
Functions/Programs:
Governmental activities:
Instruction
Support services
Food service
Athletics
Interest
Depreciation (unallocated)
Total governmental activities

$

$

Program Revenues
Operating
Charges
grants and
for services
contributions

4,584,092 $
1,818,895
285,929
100,625
26,980
65,704
6,882,225 $

1,001 $
13,334
66,917
23,119
104,371 $

Net (Expense)
Revenue and
Changes in Net
Position
Governmental
activities

1,314,535 $
230,637
2,600
1,547,772

(3,268,556)
(1,805,561)
11,625
(74,906)
(26,980)
(65,704)
(5,230,082)

General revenues
Taxes:
Property taxes, levied for general operations
Property taxes, levied for debt service
State of Michigan aid, unrestricted
Interest and investment earnings
Other

2,560,259
539,072
2,224,352
3,529
38,949

Total general revenues

5,366,161

Change in net position

136,079

Net position-beginning
Net position-ending

The Notes to Financial Statements are an integral part of this statement.
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(3,238,006)
$

(3,101,927)

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Governmental Funds
Balance Sheet
June 30, 2016

General Fund
ASSETS
Cash and investments
Intergovernmental receivables
Inventories
Prepaid items
Total assets
LIABILITIES
Accounts payable
Salaries payable
Unearned revenue
Intergovernmental payable

Total

$

733,704 $
624,448
19,697

232,425 $
1,692
6,348
-

966,129
626,140
6,348
19,697

$

1,377,849 $

240,465 $

1,618,314

$

87,031 $
656,027
-

$
4,264
1,954
1,307

87,031
660,291
1,954
1,307

743,058

7,525

750,583

19,697

6,348
-

6,348
19,697

-

96,446
130,146

96,446
130,146

129,338
190,000
295,756
634,791

232,940

129,338
190,000
295,756
867,731

Total liabilities
FUND BALANCES
Nonspendable:
Inventories
Prepaid items
Restricted:
Food service
Debt service
Assigned:
Encumbrances
Bus purchases
Unassigned
Total fund balances
Total liabilities and fund balances

Total
Nonmajor
Funds

$

1,377,849 $

The Notes to Financial Statements are an integral part of this statement.
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240,465 $

1,618,314

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
June 30, 2016
Total fund balances - total governmental funds

$

867,731

Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are not reported
in the funds.

5,793,351

Long-term liabilities, including bonds payable, are not due and payable in the current period and,
therefore, are not reported in the funds. Balances at June 30, 2016 were:
Installment purchase contracts
Bonds payable
Early retirement incentive
Compensated absences
Net pension liability

(99,650)
(1,000,000)
(111,799)
(250,158)
(8,959,764)

The pension expense reported in the statement of activities does not require the use of current financial
resources and, therefore, is not reported as an expenditure in the governmental funds.

692,369

The net difference between the projected and actual pension plan investment earrings is is recorded as
deferred inflows of resources on the statement of net position, but not on the balance sheet of the funds.

(30,868)

Interest on long-term debt is accrued as a liability in the district-wide statements, but is not recognized in
the governmental funds until due.

(3,139)

Total net position - governmental activities

The Notes to Financial Statements are an integral part of this statement.
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$

(3,101,927)

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
For the year ended June 30, 2016

General Fund
REVENUES
Local sources
State sources
Federal sources
Intermediate sources

$

Total
Nonmajor
Funds

Total

2,654,455 $
3,015,573
299,991
211,022

606,626 $
10,522
220,115
-

3,261,081
3,026,095
520,106
211,022

Total revenues

6,181,041

837,263

7,018,304

EXPENDITURES
Current:
Instruction
Support services
Food service
Athletics
Community services
Debt service

4,107,592
1,792,363
100,625
4,807
14,027

285,929
515,532

4,107,592
1,792,363
285,929
100,625
4,807
529,559

Total expenditures

6,019,414

801,461

6,820,875

161,627

35,802

197,429

Net change in fund balances
Fund balances-beginning
Fund balances-ending

$

473,164
634,791 $

The Notes to Financial Statements are an integral part of this statement.
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197,138
232,940 $

670,302
867,731

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the year ended June 30, 2016
Net change in fund balances - total governmental funds

$

197,429

Amounts reported for governmental activities in the statement of activities are different because:
Governmental funds report capital outlays as expenditures. However, in the statements of activities, the
cost of those assets is allocated over their estimated useful lives and reported as depreciation expense.
Depreciation expense
Capital outlay

(110,445)
36,715

Accrued interest is recorded in the statement of activities when incurred; it is not reported in governmental
funds until paid.

1,414

Repayment of bond principal is an expenditure in the governmental funds, but not in the statement of
activities, where it reduces long-term debt.

490,000

Repayment of installment purchase agreements is an expenditure in the governmental funds, but not in the
statement of activities, where it reduces long-term debt.

10,665

Increases in compensated absences are reported as expenditures when financial resources are used in the
governmental funds in accordance with GASB Interpretation No. 6.

(17,650)

Increases in early retirement incentive are reported as expenditures when financial resources are used in
the governmental funds in accordance with GASB Interpretation No. 6.

(117,800)

Reductions of early retirement incentive is an expenditure in the governmental funds, but not in the
statement of activities, where it reduces long-term debt.

22,480

Governmental funds report pension contributions as expenditures. However, in the statement of activities,
the pension expense is determined by the pension plan. This is the amount by which the pension expense
exceeded the contributions.
Change in net position of governmental activities

The Notes to Financial Statements are an integral part of this statement.
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(376,729)
$

136,079

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Fiduciary Fund
Statement of Assets and Liabilities
June 30, 2016
ASSETS
Cash and investments

$

183,551

LIABILITIES
Due to student groups

$

183,551

The Notes to Financial Statements are an integral part of this statement.
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Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Notes to Financial Statements
June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of Onaway Area Community Schools (the "School District") conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The following is a summary of the
significant accounting policies used by the School District:

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

B. District-wide and Fund Financial Statements
The district-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
separately from business-type activities, which rely to a significant extent on fees and charges for support. All of the School
District's district-wide activities are considered governmental 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. 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 and (2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular
function. Taxes, intergovernmental payments, and other items not properly included among program revenues are reported as
general revenue.
Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are excluded from
the district-wide financial statements. Major individual governmental funds are reported as separate columns in the fund financial
statements.
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C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
District-wide Financial Statements - The district-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. 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, categorical aid, and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, are generally followed in the
district-wide financial statements to the extent that those standards do not conflict with the standards of the Governmental
Accounting Standards Board.
As a general rule, the effect of interfund activity has been eliminated from the district-wide financial statements.
When both restricted and unrestricted resources are available for use, it is the School District's policy to use restricted resources
first, then unrestricted resources as they are needed.
Amounts reported as program revenue include (1) charges to customers or applicants for goods, services, or privileges
provided; (2) operating grants and contributions; and (3) capital grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes and unrestricted
State aid.

Fund Financial Statements - Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available if they are collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the School District considers revenues to be available
if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.
Property taxes, unrestricted State aid, intergovernmental grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue
items are considered to be available only when cash is received by the School District.
Fiduciary fund statements also are reported using the economic resources measurement focus and the accrual basis of
accounting.

22

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Notes to Financial Statements
June 30, 2016
The School District reports the following major governmental funds:

General Fund - The General Fund is the School District's primary operating fund. It accounts for all financial resources of the
School District, except those required to be accounted for in another fund.

Food Service Fund - This Special Revenue Fund is used to account for the proceeds of specific revenue sources that are
restricted to expenditures for the specified purposes of food service activity for the School District.
Debt Service Fund - The Debt Service Fund accounts for property taxes and other revenues used to pay principal, interest,
and fees related to long-term debt.
Additionally, the School District reports the following fund type:

Fiduciary Fund - The Agency Fund is used to account for assets held by the School District in a trustee capacity for individuals
or school-related organizations. The Agency Fund is custodial in nature and does not involve measurement of results of
operations.

D. Assets, Liabilities, and Net Position or Equity
Cash and Investments - Cash and investments include cash on hand, demand deposits, and short-term investments with a
maturity of three months or less when acquired. Investments are stated at fair value.

Receivables and Payables - In general, outstanding balances between funds are reported as "due to/from other funds."
Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as "advances to/from other funds."
Property tax and other trade receivables are shown net of an allowance for uncollectible amounts. The School District considers
all receivables to be fully collectible; accordingly, no allowance for uncollectible amounts is recorded. Property taxes are
assessed as of December 31 and the related property taxes become a lien on December 1 of the following year. These taxes
are billed on December 1. Taxes are considered to be delinquent on March 1 of the following year. At this time, penalties and
interest are assessed and the total obligation is added to the county tax rolls.

Inventories and Prepaid Items - Inventories are valued at cost, on a first-in, first-out basis. Inventories of governmental funds
are recorded as expenditures when consumed rather than when purchased. United States Department of Agriculture
Commodities inventory received by the Food Service Fund are recorded as inventory until used. When payments to vendors
reflect costs applicable to future fiscal years they are recorded as prepaid items in both district-wide and fund financial
statements.
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Capital Assets - Capital assets, which include land, buildings, equipment, and vehicles, are reported in the applicable
governmental activities column in the district-wide financial statements. Capital assets are defined by the School District as
assets with an initial individual cost of more than $5,000. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of donation. Costs of
normal repair and maintenance that do not add to the value or materially extend asset lives are not capitalized. The School
District does not have infrastructure-type assets.
Buildings, equipment, and vehicles are depreciated using the straight-line method over the following useful lives:
Buildings and additions
Buses and other vehicles
Furniture and other equipment
Computer software

20-50 years
5-10 years
5-10 years
3-5 years

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 no items that qualify for reporting in this category.
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
no items that qualify for reporting in this category.

Compensated Absences - The liability for compensated absences reported in the district-wide statements consists of earned
but unused accumulated vacation and sick leave benefits. The liability has been calculated using the vesting method, in which
leave amounts for both employees who are currently eligible to receive termination payments and other employees who are
expected to become eligible in the future to receive such payments upon termination are included.
Long-term Obligations - In the district-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the statement of net position.
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Net Position and Fund Equity - The difference between fund assets and liabilities is "Net Position" on the government-wide
and fiduciary fund statements and "Fund Balance" on governmental fund statements. Net Position are classified as "Invested in
Capital Assets, Net of Related Debt," legally "Restricted" for a specific purpose, or "Unrestricted" and available for appropriation
for the general purposes of the fund. In governmental fund financial statements, fund balances are classified as follows:
 Nonspendable--Amounts that cannot be spent either because they are a) not in spendable form or; b) legally or contractually
required to be maintained intact.
 Restricted--Amounts with constraints placed on the use of resources are either a) externally imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of other governments; or b) imposed by law through
constitutional provisions or enabling legislation.
 Committed--Amounts that can be used only for specific purposes determined by a formal action by Board of Education
resolution, and that remain binding unless removed in the same manner.
 Assigned--Amounts neither restricted nor committed for which a School District has a stated intended use as established by
the Board of Education or a body or official to which the Board of Education has delegated the authority to assign amounts for
specific purposes.
 Unassigned--Amounts that cannot be properly classified in one of the other four categories. The General Fund is the only fund
that reports a positive unassigned fund balance amount. Unassigned balances also include negative balances in the
governmental funds reporting resources restricted for specific programs.

Use of Restricted Resources - When an expense is incurred that can be paid using either restricted or unrestricted resources
(net position), the School District's policy is to first apply the expense toward restricted resources and then toward unrestricted
resources. In governmental funds, the School District's policy is to first apply the expenditure toward restricted fund balance and
then to other, less-restrictive classifications - committed and then assigned fund balances before using unassigned fund
balances.

Comparative Data/Reclassifications - Comparative data is not included in the School District's financial statements.
Use of Estimates - The preparation of financial statements, in conformity with generally accepted accounting principles,
requires management to make estimates and assumptions that affect the reported amounts of the following: assets and
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those estimates.
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NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Budgetary Information - Annual budgets are adopted on a basis consistent with generally accepted accounting principles and
State law for the General and Special Revenue Funds. All annual appropriations lapse at fiscal year end.
The budget document presents information by fund and function. The legal level of budgetary control adopted by the governing
body (i.e., the level at which expenditures may not legally exceed appropriations) is the function level. State law requires the
School District to have its budget in place by July 1. Expenditures in excess of amounts budgeted are a violation of Michigan
law. State law permits districts to amend their budgets during the year. During the year, the budgets were amended in a legally
permissible manner. There were no significant amendments during the year.
Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase orders and contracts) outstanding
at year end are reported as restrictions, commitments, or assignments of fund balances and do not constitute expenditures or
liabilities because the goods or services have not been received as of year end; the commitments will be reappropriated and
honored during the subsequent year.

Excess of Expenditures Over Appropriations in Budgeted Funds - The School District did not have expenditure budget
variances.
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NOTE 3 - DEPOSITS AND INVESTMENTS
State statutes and the School District's investment policy authorize the School District to make deposits in the accounts of
federally insured banks, credit unions, and savings and loan associations that have an office in Michigan; the School District is
allowed to invest in U.S. Treasury or Agency obligations, U.S. government repurchase agreements, bankers' acceptances,
commercial paper rated prime at the time of purchase that matures not more than 270 days after the date of purchase, mutual
funds, and investment pools that are composed of authorized investment vehicles. The School District's deposits are in
accordance with statutory authority.
Deposits are carried at cost. The District has designated three banks for deposit of its funds. The investment policy adopted by
the Board in accordance with Public Act 20 of 1943, as amended, has authorized investment in the instruments described in the
preceding paragraph. The School District's deposits and investment policy are in accordance with statutory authority.
As of June 30, 2016, the district had the following deposits.
Michigan Liquid Asset Fund
Citizens Bank
Huron National Bank
Petty cash
Total

$

369,131
707,040
142,106
100
$ 1,218,377

At year end, the School District's deposits and investments were reported in the basic financial statements in the following
categories:

Cash and investments

Governmental
Total Primary
Activities
Fiduciary Funds
Government
$
966,129 $
183,551 $
1,149,680

The School District's cash and investments are subject to several types of risk, which are examined in more detail below:

Custodial Credit Risk of Deposits - The custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, the School District's deposits may not be recovered. At year end, the bank balance of the School
District's deposits is $1,218,377, of which $522,252 is covered by federal depository insurance. The remaining $696,125 is
uninsured and uncollateralized.
Interest Rate Risk - The district does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.
Credit Risk - State law limits investments in commercial paper, corporate bonds, and mutual bond funds to the top two ratings
issued by nationally recognized statistical rating organizations. The district has no investment policy that would further limit its
investment choices.

Concentration of Credit Risk - The district places no limit on the amount the district may invest in any one issuer. More than
five percent of the district's deposits are in Michigan Liquid Asset Fund, Citizens Bank and Huron National Bank. These
investments are 30.3%, 58.0%, and 11.7% respectively, of the district's total deposits.
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NOTE 4 - CAPITAL ASSETS
Capital asset activity of the School District's governmental activities, for the year ended June 30, 2016, was as follows:
Beginning
Balance
Capital assets not being depreciated:
Land

$

Additions

20,800 $

-

Ending
Balance

Disposals
$

-

$

20,800

Capital assets being depreciated:
Buildings and additions
Equipment and furnishings
Computer software
Vehicles - other than buses
School buses

7,416,583
483,760
7,412
150,954
416,676

36,715
-

-

7,416,583
520,475
7,412
150,954
416,676

Total capital assets being depreciated

8,475,385

36,715

-

8,512,100

Less accumulated depreciation for:
Buildings and additions
Equipment and furnishings
Computer software
Vehicles - other than buses
School buses

1,820,706
422,646
7,412
85,165
293,175

60,595
16,093
5,061
28,696

-

1,881,301
438,739
7,412
90,226
321,871

Total accumulated depreciation

2,629,104

110,445

-

2,739,549

Net capital assets being depreciated

5,846,281

(73,730)

-

5,772,551

5,867,081 $

(73,730) $

-

Net capital assets

$

Depreciation expense was charged to activities of the School District as follows:
Governmental activities:
Instruction
Support services
Unallocated
Total depreciation expense - governmental activities
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$

3,949
40,792
65,704

$

110,445

$

5,793,351

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Notes to Financial Statements
June 30, 2016

NOTE 5 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The following balances at June 30, 2016, represent individual fund interfund receivables and payables:
Due to:
Food Service
Due from:
General Fund

$

16,361

The District reports interfund balances between certain funds. The sum of all balances presented in the table above agrees with
the sum of interfund balances presented in the balance sheet for governmental funds. These interfund balances resulted
primarily from the time lag between the dates that (1) interfund goods and services are provided or reimbursable expenditures
occur, (2) transactions are recorded in the accounting system, and (3) payments between funds are made.
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NOTE 6 - LONG-TERM DEBT
The School District issues bonds, notes, and other contractual commitments to provide for the acquisition and construction of
major capital facilities and the acquisition of certain equipment. General Obligation Bonds are direct obligations and pledge the
full faith and credit of the School District. Other long-term obligations include compensated absences and purchase contracts.
The following is a summary of long-term debt transactions for the year ended June 30, 2016:
Balance
July 1, 2015
Notes and Bonds Payable:
Installment Purchase Contracts
Bonds

$

Total Notes and Bonds Payable

110,315 $
1,490,000

-

1,600,315

-

Early Retirement Incentive
Compensated Absences
Total Long-Term Debt

Additions

16,479
232,508
$

1,849,302 $

Reductions
$

99,650 $
1,000,000

10,665
495,000

500,665

1,099,650

505,665

22,480
-

111,799
250,158

44,040
-

1,461,607 $

549,705

523,145 $

The annual requirement to amortize long-term debt outstanding as of June 30, 2016 follows:
Year ended
June 30,
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
Totals

$

$

Notes and Bonds Payable
Principal
Interest
505,665 $
19,828
515,665
11,178
10,665
2,359
10,665
2,025
10,665
1,691
11,665
1,356
11,665
977
7,665
598
7,665
399
7,665
199
1,099,650

$

40,610

$

$

30

Amount due
within one year

10,665 $
490,000

117,800
17,650
135,450 $

Balance
June 30, 2016

Total
525,493
526,843
13,024
12,690
12,356
13,021
12,642
8,263
8,064
7,864
1,140,260

Onaway Area Community Schools
Cheboygan and Presque Isle Counties, Michigan
Notes to Financial Statements
June 30, 2016
Notes and Bonds payable at June 30, 2016 were comprised of the following:
$114,976 installment purchase agreement due in annual installments of $7,665 through May 23,
2026; interest at 2.60%

$

$42,000 installment purchase agreement due in bi-annual installments of $3,495 to $4,440
including interest at 4.50%

23,000

$2,905,000 2012 Refunding General Obligation Unlimited Tax Bonds due in annual installments of
$465,000 to $505,000; interest rate due in bi-annual payments of 1.68%
Total Notes and Bonds Payable

76,650

1,000,000
$

1,099,650

NOTE 7 - SHORT-TERM DEBT
The School District borrows funds to provide short-term financing for governmental activities. The School District borrowed and
repaid with interest, by April 29, 2016, $1,400,000 in State Aid Notes. The interest rate was 1.20%. There are no short-term
loans outstanding at year end.
Short-term debt activity for the year ended June 30, 2016, was as follows:

State Aid Note

Balance
July 1, 2015
$
-

Balance
Additions
Reductions
June 30, 2016
$
1,400,000 $
1,400,000 $
-

NOTE 8 - RETIREMENT INCENTIVES
In past years, the School District offered an early retirement incentive to certified employees. The remaining amount owed by the
School District is $111,799 which will be paid to eight employees over the next three years.

NOTE 9 - RISK MANAGEMENT
The School District is exposed to various risks of loss related to property loss, torts, errors and omissions, and employee injuries
(workers' compensation), as well as medical benefits provided to employees. The School District has purchased commercial
insurance for medical claims and participates in the SET-SEG risk pool for claims relating to workers' compensation, general
liability, and property/casualty claims. Settled claims relating to the commercial insurance did not exceed the amount of
insurance coverage in any of the past three fiscal years.
The SET-SEG shared-risk pool program in which the School District participates operates as a common risk-sharing
management program for school districts in Michigan; member premiums are used to purchase commercial excess insurance
coverage and to pay member claims in excess of deductible amounts.
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NOTE 10 - GENERAL INFORMATION ABOUT THE MICHIGAN PUBLIC SCHOOL
EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION PLAN
Plan Description
The Michigan Public School Employees' Retirement System (System or MPSERS) is a cost-sharing, multiple employer, statewide, 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. Retirement benefits for
DB plan members are determined by final average compensation and years of service. DB members are eligible to receive a
monthly benefit when they meet certain age and service requirements. The System also provides disability and survivor benefits
to DB plan members.
A DB member or Pension Plus 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.
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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, 2015 valuation
will be amortized over a 21 year period for the 2015 fiscal year.
The schedule below summarizes pension contribution rates in effect for fiscal year 2015.
Pension Contribution Rates
Benefit Structure
Member
Basic
0.0 - 4.0 %
Member Investment Plan
3.0 - 7.0
Pension Plus
3.0 - 6.4
Defined Contribution
0.0

Employer
22.52 - 23.07 %
22.52 - 23.07
21.99
17.72 - 18.76

Required contributions to the pension plan from Onaway Area Community Schools were $707,657 for the year ended September
30, 2015.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions
At June 30, 2016, Onaway Area Community Schools reported a liability of $8,959,764 for its proportionate share of the MPSERS
net pension liability. The net pension liability was measured as of September 30, 2015, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation rolled forward from September 2014. Onaway Area
Community Schools’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, 2015, Onaway Area Community Schools’s proportion
was 0.03668272% percent, which was an increase of 1.69% percent from its proportion measured as of September 30, 2014.
For the year ended June 30, 2016, Onaway Area Community Schools recognized pension expense of $788,174. At June 30,
2016, Onaway Area Community Schools reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:
Deferred Outflows of
Resources
$
-

Differences between actual and expected experience
Changes of assumptions
Net difference between projected and actual earnings on pension
plan investments
Changes in proportion and differences between Employer
contributions and proportionate share of contributions
Employer contributions subsequent to the measurement date
Total
$

Deferred Inflows of
Resources
$
29,677
-

45,732

-

115,894
530,743
692,369

-

1,191
$

30,868

$530,743 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, 2017. Other amounts
as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:
Deferred (Inflows) and Deferred Outflow of
Resources by Year (to Be Recognized in
Future Pension Expenses)
2016
$
56,024
2017
56,024
2018
44,052
2019
195,266
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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:
September 30, 2015
Actuarial Cost Method:
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
RP-2000 Male and Female Combined Healthy Life Mortality Tables, adjusted for
mortality improvements to 2025 using projection scale BB. This assumption was
Mortality:
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 periods 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, 2015, is based on the results of an actuarial valuation date of September 30, 2014, 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: 4.7158
 Recognition period for assets in years is 5.0000
 Full actuarial assumptions are available in the 2015 MPSERS Comprehensive Annual Financial Report.
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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 bestestimate 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, 2015, are summarized in the following table:

Asset Class
Domestic Equity Pools
% Alternative Investment Pools
International Equity
Fixed Income Pools
Real Estate and Infrastructure Pools
Absolute Return Pools
Short Term Investment Pools
Total

Long Term
Expected Real Rate
Target Allocation
of Return*
28.0 %
5.9 %
18.0
9.2
16.0
7.2
10.5
0.9
10.0
4.3
15.5
6.0
2.0
100.0

*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
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Sensitivity of Onaway Area Community Schools's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate
The following presents Onaway Area Community Schools’s proportionate share of the net pension liability calculated using a
discount rate of 8.0% (7.0% for the Pension Plus Plan), as well as what Onaway Area Community Schools’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-percentagepoint higher:

1% Decrease (Non-Hybrid/Hybrid)*
7.0% / 6.0%
$
11,551,433

Current Single Discount Rate
Assumption (Non-Hybrid/Hybrid)*
8.0% / 7.0%
$
8,959,764

1% Increase (Non-Hybrid/Hybrid)*
9.0% / 8.0%
$
6,774,881

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. See the
2015 MPSERS CAFR
(www.michigan.gov/documents/orsschools/MPSERS_CAFR_2015_Final_510211_7.pdf)
Payables to the Michigan Public School Employees’ Retirement System (MPSERS)
The academy has no significant payables to the pension plan.
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NOTE 11 - DEFINED BENEFIT PENSION PLAN AND POSTEMPLOYMENT BENEFITS
Postemployment Benefits
Under the MPSERS' Act, all retirees participating in the MPSERS' pension plan have the option of continuing health, dental, and
vision coverage through MPSERS. Retirees electing this coverage contribute an amount equivalent to the monthly cost for Part
B Medicare and 10 percent of the monthly premium amount for the health, dental, and vision coverage. The MPSERS board of
trustees annually sets the employer contribution rate to fund these benefits on a pay-as-you-go basis. Employer contributions
ranged from 8.18 percent to 9.11 percent of covered compensation for the year ended June 30, 2016.
Defined Contribution Plan
The defined contribution plan has an employer match of 50% of the Employee contribution from 0% to 4% depending on the
employee plan & choice and employer paid 2% on the employee’s health care fund.

NOTE 12 - UNEARNED REVENUE
Governmental funds report unearned revenue in connection with receivables for revenue that are not considered to be available
to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with resources that
have been received but not yet earned. At the end of the current fiscal year, the various components of unearned revenue are as
follows:

Food Service Fund

$

Unavailable
-

$

Unearned
1,954

NOTE 13 - SUBSEQUENT EVENTS
Management evaluates events occurring after the date of the financial statements to consider whether or not the impact of such
events needs to be reflected or disclosed in the financial statements. Such evaluation was performed through October 24, 2016,
the date the financial statements were approved for issuance. There were subsequent events that should be accounted for or
require disclosure in the accompanying financial statements.
Subsequent to year end, the District borrowed $1,200,000 at approximately 1.2 percent annual interest on a state aid note. One
principal and interest payment is due on April 22, 2017.
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NOTE 14- RECENTLY ISSUED ACCOUNTING PRINCIPLES
In June 2015, GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are
Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68. This
Statement establishes requirements for defined benefit pensions that are not within the scope of Statement No. 68, Accounting
and Financial Reporting for Pensions, as well as for the assets accumulated for purposes of providing those pensions. In
addition, it establishes requirements for defined contribution pensions that are not within the scope of Statement 68. It also
amends certain provisions of Statement No. 67, Financial Reporting for Pension Plans, and Statement 68 for pension plans and
pensions that are within their respective scopes.
The requirements of this Statement that address accounting and financial reporting by employers and governmental
nonemployer contributing entities for pensions that are not within the scope of Statement 68 are effective for financial statements
for fiscal years beginning after June 15, 2016, and the requirements of this Statement that address financial reporting for assets
accumulated for purposes of providing those pensions are effective for fiscal years beginning after June 15, 2015. The
requirements of this Statement for pension plans that are within the scope of Statement 67 or for pensions that are within the
scope of Statement 68 are effective for fiscal years beginning after June 15, 2015. Earlier application is encouraged.
In June 2015, GASB issued Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans. This Statement replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans. It also includes
requirements for defined contribution OPEB plans that replace the requirements for those OPEB plans in Statement No. 25,
Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, as amended,
Statement 43, and Statement No. 50, Pension Disclosures. This Statement is effective for financial statements for fiscal years
beginning after June 15, 2016. Earlier application is encouraged.
In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. This Statement replaces the requirements of Statements No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and
Agent Multiple-Employer Plans, for OPEB. Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans, establishes new accounting and financial reporting requirements for OPEB plans. This Statement is effective for
fiscal years beginning after June 15, 2017. Earlier application is encouraged
In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments. This Statement supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments. The requirements of this Statement are effective for financial statements for periods beginning
after June 15, 2015, and should be applied retroactively. Earlier application is permitted.
In December 2015, GASB issued Statement No. 78, Pensions Provided Through Certain Multiple-Employer Defined Benefit
Pension Plans. The objective of this Statement is to address a practice issue regarding the scope and applicability of Statement
No. 68, Accounting and Financial Reporting for Pensions. This issue is associated with pensions provided through certain
multiple-employer defined benefit pension plans and to state or local governmental employers whose employees are provided
with such pensions. The requirements of this Statement are effective for reporting periods beginning after December 15, 2015.
Earlier application is encouraged.
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In March 2016, GASB issued Statement No. 82, Pension Issues - An Amendment of GASB Statements No. 67, No. 68 and No.
73. The objective of this Statement is to address certain issues that have been raised with respect to Statements No. 67,
Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and No. 73, Accounting and
Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68. Specifically, this Statement addresses issues regarding (1) the presentation
of payroll-related measures in required supplementary information, (2) the selection of assumptions and the treatment of
deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the classification of
payments made by employers to satisfy employee (plan member) contribution requirements.
The requirements of this Statement are effective for reporting periods beginning after June 15, 2016, except for the requirements
of this Statement for the selection of assumptions in a circumstance in which an employer’s pension liability is measured as of a
date other than the employer’s most recent fiscal year-end. In that circumstance, the requirements for the selection of
assumptions are effective for that employer in the first reporting period in which the measurement date of the pension liability is
on or after June 15, 2017. Earlier application is encouraged.
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For the year ended June 30, 2016
Budgeted Amounts
Original
REVENUES
Local sources
State sources
Federal sources
Intermediate sources
Total revenues

$

EXPENDITURES
Current:
Instruction:
Basic programs
Added needs
Support services:
Pupil services
Instructional staff services
General administration
School administration
Business services
Operations and maintenance
Pupil transportation
Central support services
Athletics
Community activities
Facilities acquisition, construction and
improvements
Debt service
Total expenditures
Net change in fund balances
Fund balances-beginning
Fund balances-ending

Final

Variance with
final budget

2,619,955 $
2,661,168
246,685
231,000
5,758,808

2,652,287 $
2,992,799
218,681
211,022
6,074,789

2,654,455 $
3,015,573
299,991
211,022
6,181,041

3,164,310
722,038

3,408,374
757,644

3,359,859
747,733

48,515
9,911

52,531
68,119
299,932
338,644
94,485
611,716
322,968
136,313
89,703
500

44,126
64,350
268,895
331,754
91,751
596,066
266,839
177,954
103,121
4,808

43,211
63,200
252,666
330,214
89,591
580,631
259,992
172,858
100,625
4,807

915
1,150
16,229
1,540
2,160
15,435
6,847
5,096
2,496
1

2,000
16,900
5,920,159

14,028
6,129,710

14,027
6,019,414

1
110,296

(54,921)

161,627

216,548

473,164
418,243 $

473,164
634,791 $

216,548

(161,351)

$

Actual

473,164
311,813 $
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Schedule of the Reporting Unit's Proportionate Share of the Net Pension Liability
Michigan Public Schools Employees Retirement Plan
Last 10 Fiscal Years (Amounts were determined as of 9/30 of each fiscal year)
2015
Reporting unit's proportion of net pension liability
(%)
Reporting unit's proportionate share of net
pension liability
$
Reporting unit's covered employee payroll
$
Reporting unit's proportionate share of net
pension liability as a percentage of its covered
employee payroll (%)
Plan fiduciary net position as a percentage of
total pension liability

2014

0.03668 %
8,959,764
3,126,371

0.03606165 %
$
$

7,943,114
3,065,070

286.59 %

259.15 %

66.15 %

66.20 %

Schedule of the Reporting Unit's Contributions
Michigan Public Schools Employees Retirement Plan
Last 10 Fiscal Years (Amounts were determined as of 9/30 of each fiscal year)

Statutorily required contributions
Contributions in relation to statutorily required
contributions
Contribution deficiency (excess)
Reporting units covered-employee payroll
Contributions as a percentage of coveredemployee payroll

$

2015
707,657

$

707,657
3,126,371
22.64 %

$

2014
778,664

$

778,664
3,065,070
25.40 %

Notes to Required Supplementary Information
Changes of benefit terms: There were no changes of benefit terms during the plan year ending October 301,2015.
Changes of assumptions: There were no changes of benefit assumptions during the plan year ending October 301,2015.
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Food Service Fund
ASSETS
Cash and investments
Intergovernmental receivable
Inventories
Total assets
LIABILITIES
Salaries payable
Intergovernmental payable
Unearned revenue

$

102,279 $
1,692
6,348

$

Total liabilities

Total fund balances
Total liabilities and fund balances

130,146 $

232,425
1,692
6,348

130,146 $

240,465

$

4,264
1,307
1,954

4,264 $
1,307
1,954

-

7,525

-

7,525

6,348
96,446

130,146

6,348
96,446
130,146

130,146
130,146 $

232,940
240,465

$

Total

-

110,319

$

FUND BALANCES
Nonspendable - inventory
Restricted for food service
Restricted for debt service

Debt Service Fund

102,794
110,319
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Food Service Fund
REVENUES
Local sources
State sources
Federal sources

$

Debt Service Fund

67,343 $
10,522
220,115

Total revenues
EXPENDITURES
Current:
Food service
Debt service
Principal
Interest

539,283 $

606,626
10,522
220,115

539,283

837,263

-

297,980

285,929

-

-

Total

285,929
490,000
25,532

490,000
25,532

285,929

515,532

801,461

Net change in fund balances

12,051

23,751

35,802

Fund balances-beginning

90,743

106,395

197,138

130,146 $

232,940

Total expenditures

Fund balances-ending

$

102,794 $
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