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INDEPENDENT AUDITOR'S REPORT
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Kllthleen A. Cianlar, CPA

To the Board of Education
Delta-Schoolcraft Intermediate School District
Escanaba, 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 the Delta-Schoolcraft Intennediate School District, as
of and for the year ended June 30, 2016, 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 princlples 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 fmancial 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 perfonn 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 tbe governmental activities, each major fund, and the aggregate
remaining fund infonnation of the Delta-Schoolcraft Intennediate School District, as of June 30) 2016,
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 generaJJy accepted in the United States of America require that the management's
discussion and analysis, the budgetary comparison infonnation, the schedule of proportionate share of
net pension liability, the schedule of contributions and the notes to required supplemental infonnation,
as listed in the table of contents be presented to supplement the basic fInancial statements. Such
infonnation, 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 infonnation 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 fonning oplllions on the financial statements that
collectively comprise the District's basic financial statements. The combining and individual 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 expenditures of federal awards is presented for purposes
of additional analysis as required by Title 2 U.S. Code ofFederal RegulatiOns (CPR) Part 200, Uniform
Administrative Requirements, Cost Principles. and Audit Requirements for Federal Awards, and is also
not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards 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 infonnation
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
nonmajor fund financial statements and the schedule of expenditures of federal awards are fairly stated
in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Stilndards

In accordance with Government Auditing Standards, we have also issued our report dated October 19,
2016, 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
perfonned in accordance with Government Auditing Standards in considering the District's internal

control over financial reporting and compliance. ~'fi~.~ PJ..t...

October 19,2016 Certified Public Accountants
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DELTA-SCHOOLCRAFf INTERMEDIATE SCHOOL DISTRlCT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

Delta-Schoolcraft Intermediate School District Management's Discussion and Analysis is
intended to assist the reader in focusing on significant financial issues to provide an overview of
the District's financial activities, identify changes in the District's financial position and its
ability to address the next and subsequent year challenges. It also identifies any material
deviations from the financial plan and identifies individual fund issues or concerns. This is a
requirement of the Governmental Accounting Standards Board Statement No. 34 (GASB 34)
"Basic Financial Statements - and Management's Discussion and Analysis - for State and Local
Governments" and is intended to provide 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. These statements are organized so the reader can understand the Delta-Schoolcraft
Intennediate School District's financial condition as a whole. The financial report includes the
following:

Financial Section
Management's Discussion and Analysis

(MD&A)
(Required Supplemental Information)

Basic Financial Statements
District-wide Financial Stiltements

Fund Financial Statements
Notes to the Basic Financial Statements

Required Supplemental Information
(Other than MD&A expanded)

BASIC FINANCIAL STATEMENTS

District-wide Financial Statements
The District-wide statements provide a perspective of the District as a whole. These statements
use the full accrual basis of accounting similar to private sector companies. There are two
District-wide statements: the Statement of the Net Position and the Statement of Activities.
These two statements report the School District's net position - the difference between assets
and liabilities, as reported in the Statement of Net Position - to measure the School District's
financial health, or financial position. Over time, increases and decreases in the School
District's net position - as reported in the Statement of Activities - are one indicator of whether
its financial health is improving or deteriorating. The relationship between revenues and
expenses indicates the School District's operating results. However, the School District's goal is
to provide services to our students, not to generate profits as commercial entities do. One must
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30,2016

consider many other factors, such as the quality of education provided and the safety of the
schools to assess the overall health of the School District.

The Statement of Net Position combines and consolidates governmental fund's current financial
resources (short-term available resources) with capital assets and long-tenn obligations,
regardless ofwhether they are currently available or not.

Consistent with the full accrual basis method of accounting, the Statement of Activities accounts
for current year revenues and expenses regardless of when cash is received or paid. The intent of
this statement is to summarize and simplify the user's analysis of the costs of various District
services.

REPORTING THE SCHOOL DISTRICT'S MOST SIGNIFICANT FUNDS

Fund Financial Statements
The fund statements focus on the District's major funds rather than fund types. The fund
statements are reported using the modified accrual method of accounting. Under this basis of
accounting, revenues are recorded when received except where they are measurable and
available and therefore represent resources that may be appropriated. Expenditures are accounted
for in the period those goods and services are used in school programs. In addition, capital asset
purchases are expensed and not recorded as assets. Debt payments are recorded as expenditures
in the current year and future debt obligations are not recorded.

Funds include the General Fund, Special Education Fund, Career Technical Fund, School
Service Fund (Clear Lake Outdoor Education Center), Capital Projects Fund, and Fiduciary
Fund. The General Fund, Special Education Fund, and Career Technical Fund are considered
major funds of the District. Major Funds are used primarily to account for the requirements of
the District. Revenues are derived from property taxes, state and federal grants, and other
intergovernmental revenues. The School Service Fund is comprised of the Clear Lake Outdoor
Education Activities. The Capital Projects Fund is used to account for financial resources to be
used for the acquisition, construction, or improvements of major capital facilities. The Fiduciary
Funds account for assets held by the District in a trustee capacity or as an agent for various
student groups and related activities.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT AS A WHOLE

June 30, 2016 June 30, 2015

ASSETS

Current Assets $ 6,187,206 $ 6,361,344

Capital Assets, Net Book Value 1,598,451 1,648,365

TOTAL ASSETS $ 7,785,657 $ 8,009,709

DEFERRED OUTFLOWS OF RESOURCES $ 1,377,289 $ 1,219,721

LIABILITIES

Current Liabilities $ 2,089,941 $ 1,919,125

Long-term Liabilities 13,499,706 12,416,086

TOTAL LIABILITIES $ 15,589,647 $ 14,335,211

DEFERRED INFLOWS OF RESOURCES $ 233,321 $ 1,319,517

NET POSITION

N et Inves~nt in Capital Assets $ 1,598,451 $ 1,648,365

Restricted 2,217,520 2,565,188

Urrrestricted (10,475,993) (l 0,638,851)

TOTAL NET POSITION $ (6,660,022) $ (6,425,298)

The School District's net position totaled ($6,660,022) for 2016 and ($6,425,298) for 2015. Of
this amount, ($10,475,993) was unrestricted for 2016 and ($10,638,851) for 2015. Restricted net
assets are reported separately to show legal constraints from debt covenants and enabling
legislation that limit the School District's ability to use those net assets for the day-to-day
operations. Total net position can be separated into three components: Net Investment in Capital
Assets, restricted debt, restricted net position for capital projects or for debt service, and
unrestricted net position.

Net capital assets are a combination of funds invested in capital assets less accumulated
depreciation and related debt. At June 30, 2016, the original cost of capital assets is $4,867,977.
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DELTA-SCHOOLCRAFT lNTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

The accumulated depreciation is the accumulation of depreciation of expense since acquisition.
In accordance with Generally Accepted Accounting Princ1ples (GAAP), depreciation expense is
recorded on the original cost of the asset, less any estimated salvage value expensed over the
estimated life of the assets. Total accumulated depreciation is $3,269,526.

Restricted net assets for capital project funds are by their nature restricted for use by laws or
regulations enacted by the State of Michigan. There were no restricted net assets for capital
projects at June 30,2016.
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DELTA-SCHOOLCRAFT INTERl\1EDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

The results of the operations for the School District as a whole are reported in the Statement of
Activities. A summary of the District-wide results of operations for the years ended June 30,
2016 and June 30,2015 follows:

June 30, 2016 June 30, 2015
Program Revenue:

Charges for services $ 686,119 $ 741,813
Operating grants and contributions 6,234,784 5,556,348

TOTAL PROGRAM REVENUE $ 6,920,903 $ 6,298,161

General Revenue:
Property taxes levied for general operation $ 3,889,834 $ 3,780,465
State Aid - unrestricted 648,093 645,760
Other - state and local 33,560 58,778

TOTAL GENERAL REVENUE $ 4,571,487 $ 4,485,003

TOTAL REVENUE $ 11,492,390 $ 10,783,164
Expenses:

Instruction $ 3,001,131 $ 2,980,335
Supporting Services 7,493,610 6,827,711
Community Services 80,326 123,343
Transfers or payments to other governmental

units or not for profit entities 1,040,849 837,325
Unallocated depreciation 111,198 112,241

TOTAL EXPENSE $ 11,727,114 $ 10,880,955

Increase (decrease) in net position (234,724) (97,791)

Net position, July 1 as previously stated (6,425,298) 5,723,483
Prior period adjustment (12,050,990)

Net position, July 1 as restated (6,425,298) (6,327,507)

Net position, June 30 $ (6,660,022) $ (6,425,298)

The overall financial position of the School District fluctuates with the State of Michigan's
economic health. The dOVvntum in the State's economic health continues to have a negative
impact on the financial condition of the funds that comprise Delta-Schoolcraft Intennediate
School District.
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DELTA-SCHOOLCRAFT INTERMEDlATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30) 2016

Fund Equity directly correlates to the fiscal health of a school district. The Governmental
Accounting Standards Board issued Statement 54 (GASB 54) which required reporting fund
balances in five categories for fiscal year ending June 30,2011. The Delta-Schoolcraft Board of
Education fonnally adopted a fund balance policy addressing GASB 54 on June 9, 2011 and
again on June 14, 2012. One category of fund equity is nonspendable fund balance, which
includes copy paper inventory in the General Fund and consists of property lots held for
construction in the Career Teclmical fund. Other nonspendable items are prepaid expenses and
deposits. Restricted fund balance represents grant or legislatively restricted fund balance. The
Board of Education officially commits fund balance by adopting a resolution with the specified
purpose. An amount equal to the future retirement payouts to departing employees is fonnally
committed in all major funds. Assigned fund balance is for a specific purpose and the authority
to assign has been delegated to the Business Manager. The final category, unassigned fund
balance, applies only to the General Fund.

The General Fund had a decrease in fund balance of $31,787 for fiscal year 2015-16 and an
increase of $108,767 in fiscal year 2014-15. The decrease was a result of offering a $55,450
discount in our General Education fee to provide financial relief to our local districts. As of the
date of this report, we arc anticipating a decrease in fund balance for the 2016-17 school year.
Some aspects include a continued discount in our General Education fee to our local districts and
flat state aid operating funding and property tax revenue.

The General Fund equity balance will provide available resources to meet financial goals until
June 2020. As of June 30, 2016 a total amount of $118,478 representing paper inventory and
prepaid items is classified as nonspendable and $92,005 of fund equity was committed to meet
accumulated unpaid terminal leave benefits. The balance of $815,372 is classified as unassigned
fund equity at the end of the year.

The Special Education fund had a decrease in fund balance of $308,375 which was primarily a
result of over $400,000 in additional personnel costs due to additional staff and automatic step
increases. Projections for the fiscal year 2016-2017 indicate expenditures will continue to be
greater than revenues. We have adjusted staffing levels and made other operational changes to
mitigate the size of the deficits and continue to work towards our goal of a balanced budget.

The total nonspendable fund balance at the end of the year was $43,500 representing prepaid
items and the committed fund balance reserve at the end of the fiscal year was $373,327, which
is designated for future tenninal leave benefits. The balance of $1,008,956 fund equity at the
end of the year was restricted for special education purposes.

The Career Technical Education fund had a decrease in fund balance of $35,894 for 2015-16 and
a decrease of $71,040 in fiscal year 2014-15. The deficit was reduced primarily due to
adjustments in staffing levels.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

One of the major funding sources faT the Career-Technical Education Fund is a reimbursement
from the State of Michigan for the added cost of instruction. To receive the added cost funds
there is a requirement to maintain local expenditures from year to year. Each year the added cost
requirement is reviewed as part of the five year plan addressing staffing levels and capital outlay
purchases.

The Career Technical Education department closed the Esca.naba building trades program after
the 2009-2010 school year. Part of the building trade's class curriculum was where students
assisted in building houses which were then sold. We continue to maintain several lots as
inventory which we plan to build on in the future when the housing market improves. These lots
represent $99,280 of nonspendable fund equity at the end of the year.

Current projections for the Career Technical fund indicate assets necessary for the day-to-day
operations are avajlable through June 2020. Fund equity of $99,280 is classified as
nonspendable which reflects the property held for the building trades program. Fund equity of
$105,270 at the end of the current fiscal year is conunitted to meet accumulated unpaid benefits
and $936,549 is restricted for Career Technical Education programs.

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS

The School District's budgets are prepared according to Michigan law and are initially adopted
prior to July 1 of each year, usually before the State of Michigan enacts its' budget or most
grants are awarded. Therefore, it is expected that there will be significant changes between the
initial budget and subsequent budgets, as actual grant awards are known. The most significant
funds budgeted are the General Fund, Special Education Fund, and Career-Technical Education
Fund. The budgets are amended approximately three times during the year. Budgets do not
include grant revenues and expenditures until the award letter is received, because a major
portion of the district's funding is generated by these grant awards, budget amendments are
necessary to include these funds.

General Fund
In the General Fund operations, the actual revenue was $2,049,543. This is above the original
budget amount of $913,108 and below the final budget of $2,779,084, a variance of $729,541.
The actual expenditures of the General Fund operations were $2,071 ,480 (excluding $9,850 of
fund modifications) this is above the original budget of $1 ,057,960 and below the final budget of
$2,850,027, a difference of $778,547. These variances are due to timing differences in when
grant funds begin and end. Many of the grants received have perfonnance periods that do not
correspond to our fiscal year. It is the District's practice to budget the full state and federal grant
award in the current fiscal year and then carryover both the revenue and expenditures to the
subsequent period budget. The actual net expenditures exceeded revenues (excluding fund
modifications) by $21,937.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30,2016

Special Education Fund
In the Special Education Fund operations, the actual revenue was $6,584,004. This is above the
original budget of $4,089,515 and below the final budget of $6,589,973, a variance of $5,969.
The actual expenditures of the Special Education fund were $6,889,809 (excluding fund
modifications of $2,570). This is above the original budget of $4,507,004 and below the final
budget of $7,015,119, a difference of $125,310. Budget variances are due to the full state and
federal grant awards being budgeted in the current fiscal year and carrying over both the revenue
and expenditures to the subsequent period budget. The actual net expenditures exceeded
revenues (excluding fund modifications) by $305,805.

Career Technical Education Fund
In the Career Technical Education Fund operations, the actual revenue was $2,724,954. This is
above the original budget of $2,389,177 and above the final budget of $2,652,076, a variance of
$72,878. The actual expenditures of the Career Technical Fund operations were $2,747,018
(excluding fund modifications of $ 13,830). This is above the original budget 0[$2,615,294 and
below final budget of $2,793,914 yielding a variance of $46,896. The actual net expenditures
exceeded revenues (excluding fund modifications) by $22,064.

GOVERNMENTAL FUND EXPENDITURES

Below is 8 summary of the governmental fund expenditures and their percentages as they relate
to total governmental funds:

2015-2016 2014-2015

General Fund
Special Education Fund
Career-Technical Fund
Other Funds (Includes Debt)

TOTAL EXPENDITURES

Total
Expenditures

$ 2,071,480
6,889,809
2,747,018

125,333

$ 11,833,640

10

Total
Expenditures

$ 1,698,779
6,421,665
2,609,145

141,239

100% $ 10,870,828

Percent
16%
59%
24%

1%

100%



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30,2016

GOVERNMENTAL FUND REVENUES

Below is a summary of the governmental fund revenues and their percentages as they relate to
total governmental sources:

Federal/State/Local Restricted
Property Taxes
Inter-district Charges for Services
State of Michigan-Unrestricted
Other Federal/State/Local

20]5-2016 2014-2015
Total Revenues Percent Total Revenues Percent
$ 6,234,784 54% $ 5,556,348 52%

3,889,834 34% 3,780,465 35%
686,119 6% 741,813 7%
648,093 6% 645,760 6%

33,560 0% 58,778 1%-----"--- ---_.<....--

TOTAL REVENUES $ 11,492,390 100% $ lO,783,164 100%

Operating Grants Federal. State, and Local
The district's primary operating sources are federal IDEA funds for Special Education,
competitively awarded federal grants for the General Education Fund, and fannula-based State
Aid added cost funding for Career Technical Education.

Other restricted state funds are included in this category. These restricted grant funds are to be
used specifically in accordance with program budget goals and objectives. We act as a fiscal
agent for a portion of these funds allocating the resources to other governmental units. If
unexpended, these funds must be returned to the State of Michigan or funding source. Local
operating funds are contributions by local area business foundations and private sector
companies for specific purposes.

Property Taxes
The District levied 2.3851 mills of property taxes on all property located within the District.
General Fund's levy was .1346 mills, Special Education's levy was 1.3502 mills, and Career
Technical Education's levy was .9003 mills. The levy is assessed on the taxable value of both
homestead and non-homestead property. The State of Michigan's tax commission establishes an
inflation factor each year that taxable value is allowed to increase by. 111ese levies are subject to
Headlee rollback provisions jf the taxable value increases more than the inflation rate. Over the
years the District has had their millage rate gradually "rolled back" from 2.65 mills to the current
2.3851 mills. The original levy consisted of .15 mills for General Education, 1.5 mills for Special
Educa1ion and 1 mill for Career Technical Education. Only the constituent voters of the District,
by electoral vote, can restore the original allocated 2.65 mills. The 2015-2016 taxable value for
the property located within the district as revised and reported by the county treasurers as of
August 22,2016 was $1,573,830,159.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30,2016

This would generate $211,838 for the General Fund, $2,124,985 for the Special Education fund,
and $1,416,919 for Career Technical Education for a District-Wide total of$3,753,742.

Charges for Services
These are funds received from local educational agencies located within the intennediate school
district boundaries and outskirts. The primary responsibility of an intennediate school district is
to provide services for all districts within its boundaries more economically than each could
provide individually.

Special Education charged five districts for speech services this year amounting to $153,547.

General Education received from local districts amounts for technology, professional learning,
management and student infonnation systems, business manager services and payroll services.
The service charges totaled $156,325 for the fiscal year 2015-2016.

Career Technical Education charges $575 per student to attend classes at the Career Technical
Center. Tn 2015-2016 $285,413 was generated from tuition for 496 students. CTE also charged
a local district for instructional services in the amount of$37,525.

Restricted State Aid
In the Special Education Fund the major state aid sections are based upon the current year
allowable special education costs at 28.6138% plus transportation costs at 70.4165%. A
deduction is then made from this amount for membership funding which is a blended count of
students from two school years, with the remaining balance identified in a separate categorical.
The State revenues are guaranteed at the 1996-1997 levels of funding for Special Education due
to the Durant funding court settlement. In Career Technical Education the major state aid is a
section called "Added Cost", which is derived from a ratio of per student hour to program costs.

The District's state aid increased $361,715 from the previous year. This was mainly attributed to
increases in Great Start Readiness Program and Career Technical Education funding. Most of
the state aid grants run from October to September so unspent restricted funds are brought
forward to the next school year. A five-year history follows:

2015-16
2014-15
2013-14
2012-13
201] -12

$ 3,728,493
3,366,778
2,978,805
2,507,456
2,572,675

Unrestricted State Aid
The District receives State Aid based on fonnula calculations for items approved by the
legislature under the State School Aid Act, frequently referred to as categorical funds or sections.
Each section of the State School Aid Act has criteria for award. In the General Fund, the major

12



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30, 2016

award to the District is unrestricted state aid, generated from Section 81 of the School Aid Act.
These funds are called General Fund operating dollars and due to the unrestricted nature may be
used by the District for any legal spending purpose.

Enrollment
The District's 2015-2016 blended enrollment count totaled 104.31 students, an increase of 10.91
students from the previous year. The District's enrollment is generated from students attending
the Learning Center program operated within the Special Education Fund. The District's
enrollment has remained stable with significant shifts in the disability of the student population.
An increase in preschool children with severe disabilities that are the result of surviving major
medical events have become a growing portion of the student membership. Another population
increase is in the area of adolescent and young adult students with severe disabilities moving into
our area and living in group homes or foster care homes. Several of the foster care homes in our
area are the last placements for students before residential placements are necessary. The State of
Michigan reimburses for special education membership as part of the 28.6138% of cost plus
70.4165% of the cost of transportation reimbursement via two state aid sections, so minor
changes in enrollment are not relevant to funding but have a significant impact on staffing needs.

Capital Assets
At the end of fiscal year 2016, the School District had $4,867,977 invested in capita] assets
classified as: buildings, land and improvements, vehicles and furniture, fixtures, and equipment.
Of this amount, $3,269,526 is depreciated yielding a net book value of $1,598,451.

Outstanding Debt at Year End
Details of the long-tenn debt outstanding at June 30, 2016 are as follows:

Accumulated unpaid benefits consist of the accrued liability for vacation, contract termination
and sick pay. The Delta-Schoolcraft Intennediate School District Board of Education fonnally
committed fund balance equal to the projected terminal leave as follows:

General Fund
Special Education Fund
Career Technical Education Fund

TOTAL
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$

$

92,005
373,327
105,270
570,602



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended June 30,2016

This report is designed to give an overview of the financial conditions of the Delta-Schoolcraft
Intennediate School District. If you should desire additional detailed financial information it can
be obtained by contacting either of the following persons:

Doug Leisenring, Superintendent
Beau Miller, Business Manager
Delta-Schoolcraft Intermediate School District
2525 Third Avenue South, Escanaba, Michigan 49829
Fax (906)786-9318 Office Phone (906)786-9300 extension 103
Ernail- bmlller@dsisd,net
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF NET POSITION

June 30, 2016

Governmental
Activities

ASSETS:
Current Assets:

Cash and Equivalents
Due From Other Governmental Units
Accounts Receivable
Inventories
Prepaid Items

TOTAL CURRENT ASSETS

Non-Current Assets:
Capital Assets - net

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Related to pensions

LIABILITIES:
Current Liabilities:

Accounts Payable
Accrued Salaries
Other Accrued Liabilities
Unearned Revenues
Current Maturities of Long-Tenn Debt

TOTAL CURRENT LIABILITIES

Noncurrent Liabilities:
Net Pension Liability
Compensated Absences Payable
Less Current Maturities Reported Above

TOTAL NONCURRENT LlABILITIES

TOTAL LIABILITIES

$ 3,976,690
1,608,612

340,646
114,969
146,289

6,187,206

1,598,451

$ 7,785,657

$ 1,377,289

$ 353,008
815,845

7,137
856,891

57,060

2,089,941

12,986,164
570,602
(57,060)

13,499,706

$ 15,589,647

DEFERRED INFLOWS OF RESOURCES:
Related to pensions $ 233,321

NET POSITION:
Net Investment in Capital Assets
Restricted
Unrestricted

TOTAL NET POSITION

See accompanying notes to financial statements.
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$ 1,598,451
2,217,520

(10,475,993)

$ (6,660,022)



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the year ended June 30, 2016

FUNCTIONS/PROGRAMS:
Instruction
Supporting Services
Community Services
Intergovernmental Charges
Agency Activities
Payments to Other Schools
Unallocated Depreciation

Total Governmental Activlties

General Revenues:

Property Taxes
State Aid - Unrestricted
Other· State and Local

Total General Revenues

CHANGE IN NET POSITION

Net Position, Beginning of Year

NET POSITION, END OF YEAR

Expenses

$ 3,001,131
7,493,610

80,326
329,208

15,387

696,254
111,198

$ 11,727,114

Program Revenues
Operating

Charges for Grants and
Services Contribulions

$ 322,938 $ 1,312,798
358,381 3,826,750

4,800 76,374
329,208

689,654

$ 686,119 $ 6,234,784

Net (Expense)
Revenue and
Changes in

Net Position ­
Governmental

Activities

$ 0,365,395)
(3,308,479)

848

(15,387)
(6,600)

(lll,198)

(4,806,211)

3,889,834
648,093

33,560

4,571,487

(234,724)

(6,425,298)

$ (6,660,022)

See accompanying notes to ftnancial statements.
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DELTA-SCHOOLCRAFT JNTERMEDIATE SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2016

Other
Special Career Nonmajor

General Education Technical Governmental
Fund Fund Education Funds Total

ASSETS:
Cash and Equivalents $ 706,449 $ 1,552,024 $ 1,134,972 $ 583,245 $ 3,976,690
Accounts Receivable 145,163 141,290 34,894 19,299 34{),646

Due From Other Funds 303,043 303,043
Due From Other Governmental Units 509,490 891,729 207,393 1,608,612
Inventory 15,689 99,280 114,969
Prepaid Items 102,789 43,500 146,289

TOTAL ASSETS $ 1,782,623 $ 2,628,543 $ 1,476,539 $ 602,544 $ 6,490,249

UABlLITIES:
Accounts Payable $ 215,558 $ 71,497 $ 51,004 $ 14,949 $ 353,008
Accrued Salaries 82,632 535,136 198,077 815,845
Other Accrued Liabilities 621 6,516 7,137
Unearned Revenue 457,957 364,064 10,350 24,520 856,891
Due to Other Funds 232,063 69,493 1,487 303,043

TOTAL UABlLITIES 756,768 1,202,760 335,440 40,956 2,335,924

FUND BALANCES:
Nonspendable 118,478 43,500 99,280 261,258
Restricted 1,008,956 936,549 272,015 2,217,520
Committed 92,005 373,327 105,270 289,573 860,175
Unassigned 815,372 815,372

TOTAL RJND BALANCES 1,025,855 1,425,783 1,141,099 561,588 4,154,325

TOTAL LIABlLITlES AND FUND BALANCES $ 1,782,623 $ 2,628,543 $ 1,476,539 $ 602,544 .$ 6,490,249

See accompanying notes to financial statements.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION

For the year ended June 30, 2016

Total fund balances - governmental funds

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 as assets in the governmental funds. The
cost of the assets is $4,867,977, and the accumulated depreciation is
$3,269,526.

Deferred outflows of resources related to pensions

Long-tenn liabilities are not due and payable in the current period and
therefore are not reported as liabilities in the specific governmental funds.
Long-tenn liabilities at year-end consist of the following:

Net penslon liability
Compensated absences

Deferred inflows of resources related to pensions

$ 12,986, 164
570,602

$ 4,154,325

1,598,451

1,377,289

(13,556,766)

(233,321)

TOTAL NET POSITION - GOVERNMENTAL ACTMTIES

See accompanying notes to financial stalemeniS.
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DELTA-SCHOOLCRAFT I.t'lTERMEDIATE SCHOOL DISTRJCT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

For the year ended June 30, 2016

Other
Special Career Nonmajor Total

General Education Technical Governmental Governmental
Fund Fund Fund Funds Funds

REVENUES:
Local Sources $ 282,060 $ 2,607,242 $ 1,481,605 $ 121,389 $ 4,492,296
State Sources 1,369,950 1,727,660 630,883 3,728,493
Federal Sources 218,144 1,937,928 289,529 2,445,601
Interdistrict Sources and Other 179,389 31 J,174 321,937 12,500 826,000

TOTAL REVENUES 2,049,543 6,584,004 2,724,954 133,889 11,492,390

EXPENDITURES:
Instruction 1,671,209 1,421,770 3,092,979
Supporting Services 1,511,204 4,998,259 983,220 100,320 7,593,003
Communi ty Services 49,113 27,761 4,922 81,796
Intergovernmental Charges 302,731 26,477 329,208
Agency Activities 15,387 15,387
Payment to Other Public Schools 208,432 166,103 321,719 696,254
Capital Outlay 25,013 25,013

TOTAL EXPENDITURES 2,071,480 6,889,809 2,747,018 125,333 11,833,640

EXCESS REVENUES (EXPENDITURES) (21,937) (305,805) (22,064) 8,556 (341,250)

OTHER FINANCING SOURCES (USES):
Operating Transfers In 26,250 26,250
Operating Transfers Out (9,850) (2,570) (13,830) (26,250)

TOTAL OTHER FINANCING SOURCES (USES) (9,850) (2,570) (13,830) 26,250

EXCESS REVENUES AND OTIIER FINANCING
SOURCES (EXPENDITURES AND OTHER USES) (31,787) (308,375) (35,894) 34,806 (341,250)

Fund Balance, Beginning o(Year 1,057,642 1,734,158 U76,993 526,782 4,495,575

FUND BALANCE, END OF YEAR $ 1,025,855 $ 1,425,783 $ 1,141,099 $ 561,588 $ 4,154,325

See accompanying noles to financial statements.
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DELTA~SCHOOLCRAl("TINTERMEDIATE SCHOOL DISTRICT

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

TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2016

Net change in fund balances - total governmental funds

The change in fund balances reported for governmental activities in the statement of activities
is different because:

Capital outlays are reported in the governmental funds as expenditures. However,
in the statement of activities, the costs of those assets are allocated over their
useful lives as depreciation expense. This is the amount by which depreciation
expense ($111,198) exceeds capital outlays ($61,284) for the period.

[n the statement of activities expenses for compensated absences and special
tennination benefits for early retirement are measured by the amounts earned
during the year. In governmental funds, however, expenditures for these items are
measured by the amount paid out during the year.

Change in the beginning and ending balances of deferred outflows and the
deferred inflows of resources related to pensions.

Change in the beginning and ending balance of the proportionate share of net
pension liability.

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.
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$ (341,250)

(49,914)

(37,045)

1,243,764

(1,050,279)

$ (234,724)



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION

June 30, 2016

Agency
Funds

ASSETS:
Cash and Equivalents

LIABILITIES:
Due to Student Groups

$ 42,182

$ 42,182

See accompanying notes to financial statements.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Delta - Schoolcraft Intermediate School District (The District)
conform to accounting principles generally accepted in the United States of America as applicable
to school districts. The following is a summary of the significant policies:

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34,
Basic Financial Statements and Management's Discussion and Analysis for State and Local
Governments. Certain of the significant items in the statement include the following:

• A Management's Discussion and Analysis section providing an analysis of the District's
overall financial position and results of operations.

• Financial statements prepared using the full accrual method of accounting for all of the
District's activities.

• Fund financial statements that focus on the major funds of the District.

The District has also implemented GASB Statement No. 33, Accounting and Financial Reporting
for Nonexchange Transactions. The pronouncement defines revenue recognition for nonexchange
transactions at the fund and govenunentallevels.

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
and financial relationships that determine which of these governmental organizations are a part of
the School District's reporting entity, and which organizations are legally separate component units
of the School District. Based on application of the criteria, the School District has no component
units.

District-wide and Fund Financial Statements

The District-wide financial statements (i.e., the statement of net position and the statement of
activities) report infonnation on all of the nonfiduciary activities of the primary government.
Substantially all 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 government-wide activities are considered governmental
activities.

The statement of activities demonstrates the degree to which the direct expenses ofa given function
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function. Program revenue includes (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, although the
fiduciary funds are excluded from the District-wide financial statements. Major individual
govenunental funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

District-wide Statements - The District-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is 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 revenue 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

As a general rule, the effect of interfund activity has been eliminated from the District-wide
financial statements.

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 revenue rather than as program
revenue. Likewise, general revenue includes all taxes and unrestricted State aid.

Fund-based Statements - Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue is considered to be available if
it is collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the goverrunent 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.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL OlSTRJCT

NOTES TO FINANCW.. STATEMENTS

June 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property taxes, unrestricted State aid, intergovernmental grants, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenue of the current fiscal period. All other revenue items are considered to be available only
when each is received by the government. When both restricted and unrestricted revenues are
available for use, the District's policy is to use restricted or unrestricted resources based upon
specific identified expenditures in their budget plan.

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

The accounts of the District are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate self­
balancing set of accounts that comprise its' assets, liabilities, fund balances, revenues and
expenditures. Government resources are allocated and accounted for in the individual funds based
upon the purposes for which they are to be spent and the means by which the spending activities are
controlled. An emphasis is placed on major funds in the governmental category. The General Fund
is always considered a major fund and the remaining funds of the District are considered major if
they meet the following criteria:

a) Total assets, liabilities, revenues or expenditures of the individual governmental fund is at
least ten percent of the corresponding total for all funds of that category or type; and

b) Total assets, liabilities, revenues or expenditures of the individual governmental fund is at
least five percent of the corresponding total of all governmental funds combined.

The District reports the General Fund, the Special Education Fund and the Career Technical
Education Fund as major based on that criteria.

Governmental Funds

General Fund - The General Fund is the general operating fund and, accordingly, it is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special revenue funds are used to account for the activities of specific
school service revenue sources.

Capital Project Funds - Capital project funds are used to account for financial resources to be used
specifically for the acquisition, construction, or major repair of major capital facilities or other
capital assets, induding equipment.

Debt Retirement Funds - Debt retirement funds are used to account for the accumulation of
resources for, and the payment of, generallong-tenn debt principal, interest and related costs.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE A - SUM.MARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fiduciary Funds

Trust ,md Agency Funds - Trust and Agency Funds are used to account for assets held by the school
district in a trustee capacity or as an agent for individuals, private organizations, other governmental
units, and/or other funds. These include Private Purpose Trust Funds and Agency Funds.

a. Private-Pumose Trust Funds - Private-Purpose trust funds are used to account for the
receipts and expenditures of assets held under a trust agreement. TIle Private-Purpose
trust fund maintained by the District is the Scholarship Fund, which during the current
fiscal year had no activity.

b. Agency Funds - Agency funds are used to account for assets held by the District as trustee
or agent for individuals, private organizations and other govenunental units.

Measurement Focus and Basis of Accounting - The basis of accounting refers to the point at which
revenues and expenditures/expenses are recognized in the accounts and reported in the financial
statements. It relates the timing ofthe measurements made regardless of the measurement focus.

The government-wide financial statements use the economic resources measurement focus.

a Accrual Basis - Governmental activity in the government-wide financial statements are
presented on the accrual basis of accounting. Revenues are recognized when earned and
expenses are recognized when incurred.

b. Modified Accrual Basis - The governmental funds financial statements are presented on
the modified accrual basis of accounting. Under the modified accrual basis of accounting
revenues are recorded when the resource is both measurable and available. Measurable
means knowing or being able to reasonably estimate the amount. Available means
collectible within the current period or within sixty days after year-end. Expenditures are
generally recognized when the related fund liability is incurred with certain exceptions,
such as interest of generallong-terrn debt, which is recognized when due.

Investments - Investments are recorded at fair market value.

Inventories - Inventories are valued at the lower of cost or market (first-in, first-out). Inventory
costs accumulated for the Career Technical Trades Program house are accounted for as
expenditures when consumed (when the house is sold) rather than when purchased. Other
inventories are considered irrunaterial and are accounted for using the purchase method in both the
District-wide and Fund financial statements.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO }<'INANCIAL STATEMENTS

June 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets --Capital Assets, which include land, buildings, improvements, furniture and
fixtures, equipment, and vehicles, are reported in the applicable govenunental column in the
District-wide financial statements. Capital assets are defined by the govenunent as assets with an
initial individual cost of $5,000 or more. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Costs of nonnal 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.

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements
Vehicles
Furniture, fixtures and equipment

20 - 50 years
5 years
5 -20 years

In the fund financial statements, capital assets are accounted for as capital outlay expenditures of
the governmental fund upon acquisition.

Fund Balance Classification: The governmental fund financial statements present fund balances
based on classifications that comprise a hierarchy that is based primarily on the extent to which
the District is bound to honor constraints on the specific purposes for which amounts in the
respective govenunental funds can be spent. The classifications used in the governmental fund
financial statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent because they are
either (a) not in spendable fonn or (b) are legally or contractually required to be maintained
intact. The District has classified prepaid items and inventories as being Nonspendable as
these items are not expected to be converted to cash or are not expected to be converted to
cash within the next year.

Restricted: This classification includes amounts for which constraints have been placed on
the use of the resources either (a) externally imposed by creditors (such as through a debt
covenant), grantors, contributors, or laws or regulations of other goverrunents. or (b)
imposed by law through constitutional provisions or enabling legislation.

Committed: This classification includes amounts that can be used only for specific
purposes pursuant to constraints imposed by formal action of the Board of Education.
These amounts cannot be used for any other purpose unless the Board removes or changes
the specified use by taking the same type of action (ordinance or resolution) that was
employed when the funds were initially committed. This classification also includes
contractual obligations to the extent that existing resources have been specifically
committed for use in satisfying those contractual requirements.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Assigned: This classification includes amounts that are constrained by the District's intent
to be used for a specific purpose but are neither restricted nor committed. This intent can be
expressed by the District's superintendent. This classification also includes the remaining
positive fund balance for all governmental funds except for the General Fund.

Unassigned: This classification includes the residual fund balance for the General Fund.
The Unassigned classification also includes negative residual fund balance of any other
governmental fund that cannot be eliminated by offsetting of Assigned fund balance
amounts.

For purposes of fund balance classification, expenditures are to be spent from Restricted
Fund Balances first (when appropriate), followed in order by Assigned Fund Balance,
Committed Fund Balance and lastly, Unassigned Fund Balance. When an expenditure is
incurred for purposes for which both restricted and unrestricted (conunitted, assigned or
unassigned) amounts are available, it is the policy of the District to consider restricted
amounts first.

Net Position Classifications - In the District-wide financial statements, equity is classified as net
position and displayed in three components:

Net Investment in Capital Assets: This classification consists of capital assets net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages,
notes or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

Restricted: This classification consists of net position with constraints on their use that are
externally imposed (by creditors, grantors, contributors, or laws and regulations of other
governments) or by law through constitutional provisions or enabling legislation.

Unrestricted: This classification consists of all other net position that does not meet the
definition of either of the other two net position classifications.

Pension - For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, infonnation 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 detennined on the
same basis as they are reported by MPSERS. For trus 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.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures
of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ from those
estimates.
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DELTA - SCHOOLCRAFT INTERMEDlATE SCHOOL DISTIUCT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE B - CASH AND EQUIVALENTS

The composition of cash and equivalents as reported in the Statement of Net Position and the
Statement ofFiduciary Net Position is presented below:

Financial statement presentation:

Cash and Equivalents - Governmental Funds
Cash and Equivalents - Trust & Agency

TOfAL

Composition of balances:
Deposits:

Checking Accounts
Savings Accounts

MlLAF

TOTAL

$ 3,976,690
42,182

$ 4,018,872

$ (172,6(1])

1,972,528
2,219,004

$ 4,018,872

Cash and cash equivalents consist primarily of short-tenn investments with an original maturity of
three months or less including checking and savings account deposits, and the School District's
share of investment pools, which are made up of U.S. Government obligations, U.S. Government
Agency obligations, certificates of deposit, banker's acceptances, commercial paper and repurchase
agreements.

Cash and cash equivalents are stated at cost which approximates fajr value. The investment pools
are valued using the amortized cost method which values secwities at their cost on the dale of
purchase and recording a constant amortization or accretion to matwity of any premium or
discount.

Attorney General's Opinion No. 6168 states that public funds may not be deposited in financial
institutions located in states other than Michigan.

Custodial Credit Risk - Custodial credit risk is the risk that in the event of a financial institution
failure, the District's deposits will not be covered. The District does not have a custodial credit risk
policy. As of June 30,2016, the bank balance of checking and savings deposits was $2,310,737, of
which $292,182 was insured and $2,018,555 was uninsured and uncollatera1ized.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE B - CASH AND EQUIVALENTS (continued)

Credit Risk- State statutes govern the types of investments in which the School District is allowed
to invest. The following are allowable investments: U.S. Government obligations and U.S. Agency
obligations; certificates of deposit, saving accounts, deposit accounts, or depository receipts of
federally insured financial institutions; certain commercial paper, U.S. bankers acceptances; U.S.
Government obligations or U.S. Agency obligation repurchase agreements; and mutual funds that
invest in the preceding type investments.

The following details the credit quality distribution for the investment pools at June 30, 2016:

Type
Michigan Liquid Asset Fund
Plus-Cash Management Series
Michigan Liquid Asset Fund
Plus-Max. Series

Standard
& Poor's
Rating

AAAm

AAAm

Concentration ofCredit Risk - The District's concentration of credit risk policy allows investments
in U.S. Treasury securities and other securities completely guaranteed by the Treasury as to
payment of principal and interest of up to 100% of such securities. Investments in other types of
authorized securities may be made with the provision that no more that 50% of the total current
investment portfolio consist ofone type ofsecurity.

Interest Rate Risk - The District's interest rate risk policy authorizes deposits and investments with
maturities not to exceed two years. The District's cash and cash equivalents are all held in saving
accounts, money market accounts, certificates of deposit, and short-term highly liquid investment
pools, which limits its exposure to such risk.

Foreign Currency Risk - The District has no foreign currency risk as it has no deposits or
investments in foreign currency.

All deposits for the District are in accordance with statutory authority.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE C - CAPITAL ASSETS

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

Balance
Julyl,2015 Additions Disposals

Land (not being depreciated) $ 2 $ 24,000 $

Buildings 2,813,272

Buildings & Site Improvements 206,997
Vehicles & Trailers 197,092

Furniture, Fixtures & Equipment 1,589,330 37,284

Depreciable Assets 4,806,691 37,284

Total Assets 4,806,693 61,284

Accumulated Depreciation (3,158,328) (111,198)

Net Total $ 1,648,365 $ (49,914) $

Balance
June 30, 2016

$ 24,002

2,813,272

206,997

197,092

1,626,614

4,843,975

4,867,977

(3,269,526)

$ 1,598,451

Depreciation expense of $111,198 for the current year is listed in the Statement of Activities as
unallocated.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTlUCT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE D - ACCRUED FRINGE BENEFITS

The following details agreements regarding accumulated unpaid benefits.

Discount
Maximum

Benefit Group Eligibility Rate % Basis Benefit

Vacation Admin N/A Daily N/A NJA 35 Days

Exc. Secretary N/A Daily N/A N/A 10 Days

Superintendent N/A Daily N/A NJA 35 Days

Sick Pay Admin 10 Years Daily 35-55% Yrs ofSrvc 155 Days

Exc. Secretary 15 Years Daily 35-50% Yrs ofSrvc 140 Days

Professionals 15 Years Daily 30-45% Yrs ofSrvc 150 Days
Superintendent 5 Years Daily 50% NJA NJA

Support 10 Years $10-$25/Day N/A NJA 100 Days
Teamsters 100 Sick Days $25 per Day N/A N/A $2,500

Contract Admin 10 Years 15% Contract N/A NJA N/A
Term. Superintendent Retirement 15% Contract N/A N/A N/A

Support 10 Years 20% Contract N/A NJA $5,500

Teamsters 20 Years 20% Contract N/A N/A $5,000

NOTE E - UNEARNED REVENUE

Unearned revenues are those where asset recognition criteria have been met but for which revenue
recognition criteria have not been met. Unearned revenue includes unexpended funds received or
receivable from state, federal and local projects and grants. Unearned revenue at June 30, 2016
consisted of $457,957 in the General Fund; $364,064 in the Special Education Fund; $10,350 in the
Career Technical Education Fund and $24,520 in the Clear Lake Fund.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE F - LONG-TERM DEBT - OTHER THAN NET PENSION LIABILITY

Long-teffi1 debt activity for the year ended June 30, 2016 is smnmarized as follows:

Amount
Balance Balance Due Within

July 1, 2015 Additions Reductions June 30,2016 One Year

Accumulated
Benefits $ 533,557 $ 83,514 $ 46A69 $ 570,602 $ 57,060

TOTAL $ 533,557 $ 83,514 $ 46,469 $ 570,602 $ 57,060

At June 30, 2016 the School District's Governmental Activities long-teffi1 debt consisted of the
following:

Accumulated unpaid benefits consist of the accrued liability for vacation, sick leave and contract
tenTIination payments. The following summarizes the liability by fund:

General Fund
Special Education Fund
Career Technical Fund

$

$

92,005
373,327
105,270

570,602

The debt service requirement for accumulated unpaid benefits is dependent upon the employee's
future use of Uris pay, thus future payments are unknown at June 30,2016.
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DELTA - SCHOOLCRAFT lNTERMEDIATE SCHOOL DlSTRlCT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE G - FUND BALANCE CLASSIFICATIONS

As of June 30, 2016, the following fund balance classifications were recorded:

Nonspendable:
General Fund
Special Education
Career Technical

Purpose

Inventory & prepaids
Prepaid items
Inventory

s

Amount

118,478
43,500
99,280

Restricted (by enabling legislation):
Special Education Special education
Career Technical Career technical education
Clear Lake Fund Clear Lake programs

1,008,955
936,549
272,015

Committed:
General Fund
Special Education
Career Technical
Major Maintenance

NOTE H - PROPERTY TAXES

Accumulated unpaid benefits
Accumulated unpaid benefits
Accumulated unpaid benefits
Major maintenance projects

92,005
373,328
105,270
289,573

The School District's property tax is levied 00 July 1 and December 1, and is based on taxable
valuation ofproperty as of the preceding December 31.

Taxes are collected and remitted to the School District by the tax collecting units within the District
and generally become delinquent seventy-five days after the levy date. Unpaid real property taxes
as of February 28 are turned over to the County Treasurers for collection. Both counties maintain
tax revolving funds which pennit them to pay the School District 100% of the delinquent real taxes
within approximately two to three months after the delivery of the delinquent tax bills.

NOTE J - INTERFUND ACTIVITY

During the year the District had interfund activity that was for operational purposes. The General
Fund transferred $6,250 to the Clear Lake Fund and $3,600 to the Major Maintenance Fund. The
Career Technical Fund and the Special Education Fund transferred $13,830 and $2,570 to the
Major Maintenance Fund, respectively. For the government-wide financial statements this
ioterfund activity has been eliminated.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE 1- INTERFUND ACTIVlTY (continued)

As of June 30, 2016, the Special Education Fund, Career Teclmical Fund and Clear Lake Fund
owed $232,063, $69,493 and $1,487, respectively, to the General Fund. These balances have
been eliminated on the government-wide financial statements.

NOTEJ-RETmEMENTPLAN

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 Teclmology, 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 are detennined 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 henefits. However, returning members who
previously received a refund of their contributions may reinstate their service through repayment
ofthe refund upon satisfaction of certain requirements.
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DELTA - SCHOOLCRAFT INTERMEDIAIT SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE J - RETIREMENT PLAN (continued)

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 detennined on an actuarial basis using the entry age
nonnal 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 nonna! cost. The remainder is called the
actuarial accrued liability. Nonnal 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 Employer

Basic

Member Inveshnent Plan

Pension Plus

Defined Contribution

0.0 - 4.0 %

3.0-7.0

3.0 - 6.4

0.0

22.52 - 23.07 %

22.52 - 23.07

21.99

17.72 - 18.76

Required contributions to the pension plan from Delta-Schoolcraft ISD were $1,025,669 for the
year ended September 30,2015.

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

At June 30, 2016, Delta-Schoolcraft ISD reported a liability of $12,986,164 for its proportionate
share of the MPSERS net pension liability. The net pension liability was measured as of
September 30, 20 IS, and the total pension liability used to calculale the net pension liability was
determined by an actuarial valuation rolled forward from September 2014. Delta-Schoolcraft
lSD'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.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE J - RETIREMENT PLAN (continued)

At September 30, 2015, Delta-Schoolcraft ISO's proportion was .05317 percent, which was a
decrease of .001 02 percent from its proportion measured as of September 30,2014.

For the year ended June 30, 2016, Delta-Schoolcraft ISO recognized pension expense of
$1,046,444. At June 30, 2016, Delta-Schoolcraft ISD reported deferred outflows of resources
and deferred inflows ofresources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual experience $ $ 43,014
Changes of assumptions 319,747
Net difference between projected and actual earnings on
pension plan investments 66,284
Changes in proportion and differences between Employer
contributions and proportionate share of contributions 188 190,307
Employer contributions subsequent to the measurement
date 991,070
Total $ 1,377,289 $ 233,321

$991,070 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:

(14,724)
(14,724)
(32,061)
214,407

Amount
2016
2017
2018
2019

Deferred (Inflows) and Deferred Outflows of Resources by Year (to be
Recognized in Future Pension Expenses)

Plan Year Ended
September 30
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE J - RETIREMENT PLAN (continued)

Actuarial Assumptions

Projections of benefits for financial reporting pwposes 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 tenn volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-tenn perspective of
the calculations.

Additional information as of the latest actuarial valuation follows:
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DELTA ~ SCHOOLCRAFT INTERMEDIATE SCHOOL DISTIUCT

NOTES TO FlNANCIAL STATEMENTS

June 30,2016

NOTE J -RETIREMENT PLAN (continued)

Summary of Actuarial Assumptions

Valuation Date:

Actuarial Cost Method:

Wage Inflation Rate:

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:

Notes:

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.

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

• Recognition periodfor liabilities is the average ofthe expected remaining service lives of
all employees in years: 4.7158

• Recognition periodfor assets in years is 5.0000

• Full actuarial assumptions are available in the 2015 MPSERS Comprehensive Annual
Financial Report (www.michigan.govlmpsers-cafr).
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE J - RETIREMENT PLAN (continued)

Long-Term Expected Return on Plan Assets

The long-term expected rate of return on pension plan investments was detennined 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-tenn 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

Target
Allocation

28.0 %
18.0

16.0
10.5
10.0
15.5

2.0
100.0 %

Long Term
Expected Real

Rate of Return*

5.9 %
9.2
7.2
0.9

4.3

6.0
0.0

*umg tenn rate of return does not include 2.1 % inflation

Discount Rate

A discowlt 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 ofreturn on pension plan investments of 8.0% (7.0% for the
Pension Plus plan). The projection of cash flows used to detennine 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 detennined
contribution rates and the member rate. Based on these assumptions, the pension plan's fiduciary
net position was projected to be available to m.ake 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 detennine the total
pension liability.
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DELTA - SCHOOLCRAFT INTERj\fEDIATE SCHOOL DISTIUCT

NOTES TO FINANCIAL STATEMENTS

June 30, 2016

NOTE J - RETIREMENT PLAN (continued)

Sensitivity of Delta-Schoolcraft lSD's proportionate share of the net pension liability to
changes in the discount rate

The following presents Delta-Schoolcraft lSD'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 Delta­
Schoolcraft lSD'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-HybridfHybrid)*

9.0% /8.0%
$ 16,742,494 $ 12,986,164 $ 9,819,424

*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.

Michigan Public School Employees' Retirement System (MPSERS) Fiduciary Net Position

Detailed infonnation 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/orsschoolsIMPSERS CAFR 2015 Final 510211 7.J;ldf)

Pension Payable

Pension payable consisted of $9,411 in the General Fund; $86,316 in the Special Education Fund
and $33,018 in the Career Technical Education Fund. This is a result of legally required
contributions to the pension plan arising out of employee contract balances owed but unpaid as of
June 30, 2016. These contributions are due to the pension plan within 7 business days after the
pay period end date.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

June 30,2016

NOTE K - BUDGETS AND BUDGETARY ACCOUNTING

Budgets and Budgetary Accounting - The School District prepares annual budgets for its
governmental funds on the modified accrual basis as required by state law. The general statute
governing the School District's budgetary activity is the State of Michigan Uniform Budgeting and
Accounting Act. The following procedures are followed in establishing budgetary data reflected in
the financial statement:

1. In February or March, the Superintendent submits to the School Board proposed operating
budgets for the fiscal year commencing the following July 1. Proposed budgets include
projected expenditures and the means of financing them.

2. A formal public hearing is held on the proposed budgets for public comment.

3. The General Fund operating budget must be submitted to local districts not later than May
1, of each year. Not later than June 1, of each year, the board of each constituent district
shall adopt a board resolution expressing support or disapproval of the budget and submit
any specific objection or proposed changes which the School District would consider at its
June meeting.

4. At the June School Board meeting, the budgets for the ensuing year are legally enacted
through adoption by the Board.

5. Fonnal budget amendments may be made only by the approval of a majority of the School
Board.

NOTE L - RISK MANAGEMENT

The School District is exposed to various risk of loss related to torts; theft of, damage to, and
destruction of assets; errors and omisslons; injuries to employees and natural disasters. The School
District participates in two distinct pools of educational institutions within the State ofMichigan for
self-insuring property and casualty risks and workers' disability compensation.

The pools are considered public entity risk pools. The School District pays annual premiums to
each pool for the respective insurance coverage. In the event a pool's total claims and expenses for
a policy year exceed the total normal annual premiums for said years, all members of the specific
pool's policy year may be subject to special assessments to make up the deficiency. Each of the
pools maintain reinsurance for claims in excess of specified amounts for each occurrence with the
overall maximum coverage being unlimited. The School District has not been informed of any
special assessments being required. The School District continues to carry commercial insurance
for other risks ofloss, including employee health and accident insurance.

The District had no outstanding claims that exceeded the plan's limits and there has been no
significant reduction in insurance coverage over the past three years.
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DELTA - SCHOOLCRAFT INTERMEDIATE SCHOOL DrSTRICT

NOTES TO FINANCrAL STATEMENTS

June 30, 2016

NOTE M - OTHER COMMITMENTS AND CONTINGENCIES

The District has received significant assistance from state and federal agencies in the fonn of
various grants. The disbursement of funds received under these programs generally requires
compliance with the terms and conditions specified in the grant agreements and are subject to audit
by the grantor agency. Ally disallowed claims resulting from such audits could become a liability
of the District. However, in the opinion of management, any disallowed claims would not have a
material effect on any of the financial statements of the District as ofJUJle 30,2016.
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DELTA-SCHOOLCRAFT TNTERMEDIATE SCHOOL DISTRICT

BUDGETARY COMPARJSON SCHEDULE
GENERAL FUND

For the year ended June 30,2016

Variance
Original Final Favorable
Budget Budget Acrual (Unfavorable)

REVENUES:
Local Sources $ 264,366 $ 290,715 $ 282,060 $ (8,655)
State Sources 519,362 1,734,365 1,369,950 (364,415)
Federal Sources 528,959 218,144 (310,815)
Interdistrict Sources and Odler 129,380 225,045 J79,389 (45,656)

TOTAL REVENUES 913,108 2,779,084 2,049,543 (729,541)

Supporting Services:
Truancy/Absenteeism 20,000 9,646 10,354
Social Work Services 43,294 25,381 17,913
Other Pupil Services 13,095 13,389 (294)
Improvement of Instruction 24,500 542,979 225,924 317,055
Computer-Assisted In struction 9,500 9,500
Supervision and Direction 220,605 474,329 352,735 121,594
Otber Instructional Slaff Services 64,505 80,295 67,367 12,928
Board of Education 27,000 33,450 31,550 1,900
Executive Administration 286,800 308,155 302,795 5,360
Fiscal Services 141,450 164,692 164,363 329
1nternal Services 14,500 45,080 15,894 29,186
Ocher Business Services 3,000 5,400 3,870 1,530
Operation & Maintenance 52,450 54,445 51,163 3,282
Pupil Transportation Services 888 400 488
Planning, Research & Developmeot 2,375 2,375
Communication Services 14,286 8,218 6,068
Staff Services 2,200 2,200 1,620 580
Information Management Services 205,350 218,890 216,604 2,286
Pupil AccountiDg 9.000 9,000 8,410 590

Total Support Services 1,051.360 2,042,353 1,511,204 531,149

Other Community Services 78,772 49,113 29,659

Intergovernmental Charges:
Other Public Schools 6.600 357,296 208,432 148,864
Other Governmental Units & Non-Profits 371,606 302,731 68,875

Total Intergovernmental Charges 6,600 728,902 511,163 217,739

TOTAL EXPENDITURES 1,057,960 2,850,027 2,071,480 778,547

EXCESS REVENUES (EXPENDITURES) (144,852) (70,943) (21,937) 49,006

OTHER FINANCING SOURCES (USES)
Operating Transfers In
Operating Transfers Out (9,850) (9,850) (9,850)

NET CHANGE IN FUND BALANCES (154,702) (80,793) (31,787) 49,006

Fund Balances, Beginning of Year 834,683 1,057,642 1,057.642

FUND BALANCES, END OF YEAR $ 679,981 $ 976,849 $ 1,025,855 $ 49,006
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE
SPECIAL EDUCATION FUND

For the year ended June 30, 2016

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES:
Local Sources $ 2,515,500 $ 2,514,054 $ 2,607,242 $ 93,188
State Sources 1,459,015 1,727,661 1,727,660 (I)
federal Sources 25,000 2,005,941 1,937,928 (68,013)
InterdistJict Sources and Other 90,000 342,317 311,174 (31,143)

TOTAL REVENUES 4,089,515 6,589,973 6,584,004 (5,969)

EXPENDITURES:
Instruction - Special Education 1,201,212 [,671,362 1,671,209 153

Supporting Services:
Guidance Services 12,000 55,754 50,826 4,928
Health Services 642,392 660,850 670,929 (10,079)
Psychological Services 110,961 810,401 774,903 35,498
Speech and Audiology 618,866 865,791 852,423 13,368
Social Work Services 93,325 580,174 578,652 1,522
Visual Aide Services 35,000 36,302 (1,302)
Teacher Consultant 22,535 2,653 19,882
Other Pupil Support Services 92,400 88,446 3,954
Improvement of Instnlction 22,650 237,167 227,696 9,471
Supervision ofInstruction 667,466 741,653 736,552 5,101
Board of Educat10n 7,500 8,600 8,527 73
Internal Services 39,250 39,250 33,332 5,918
Other Business Services 2,000 26,000 24,996 1,004
Operating Building Services 202,720 195,140 188,446 6,694
Pupil Transponation 555,000 517,000 533,096 (16,096)
Planning, Research & Development 44,700 43,044 1,656
Staff/Personnel Services
Infonnation Management Services 137,185 150,585 147,436 3,149

Total suppon Services 3,111,315 5,083,000 4,998,259 84,741

Other Community Services 44,280 27,761 16,519

Intergovernmental Charges:
Payments to Other School Districts 168,000 190,000 [66,103 23,897
Payments to Other Government Units 26,477 26,477 26,477

Totallntergovernmemal Charges 194,477 216,477 192,580 23,897

TOTAL EXPENDITURES 4,507,004 7,015,119 6,889,809 125,310

EXCESS REVENUES(EXPENDITURES) (417,489) (425,146) (305,805) 119,341

OTHER FJNANCING SOURCES (USES)
Operating Transfers Out (2,570) (2,570) (2,570)

NET CHANGE 1N FUND BALANCES (420,059) (427,716) (308,375) 119,341

Fund Balances, Beginning of Year 1,736,392 1,734,158 1,734,158

PUND BALANCES, END OF YEAR $ 1,316,333 S 1,306,442 $ 1,425,783 $ 119,341
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

BUDGETARY COMPARlSON SCHEDULE
CAREER TECHNICAL FUND

For the year ended June 30,2016

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES:
Local Sources $ 1,434,500 $ 1,425,300 $ 1,481,605 $ 56,305
State Sources 358,860 630,959 630,883 (76)
Federal Sources 289,529 289,529 289,529
Interdistrict Sources and Other 306,288 306,288 322,937 l6,649

TOTAL REVENUES 2,389,177 2,652,076 2,724,954 72,878

EXPENDITURES;

Instruction: 1,348,384 1,433,962 1,421,770 12,192

Support Services:
Guidance Services 239,861 248,206 255,128 (6,922)
Other Pupil Support Services 78,275 37,685 36,407 1,278
Improvement of Instruction 2,000 12,491 10,491 2,000
Supervision ofInstructional Staff 251,345 269,055 266,737 2,318
Board ofEducation 4,000 4,000 3,380 620
Office of the Principal 63,480 68,790 64,858 3,932
Internal Services 26,000 26,000 22,609 3,391
Other Business Services 6,250 22,250 21,501 749
Operating Building Services 214,880 222,330 200,885 21,445
Pupil Transportation Services 5,000 1,587 3,413
Planning Research & Development 6,500 12,500 9,752 2,748
Communication Services
Infonnation Management Services 83,455 89,025 89,885 (860)

Total Support Services 976,046 1,017,332 983,220 34,112

Agency Activities 16,000 16,000 15,387 613

Other Community Services 4,900 4,922 (22)

Payments to Other Public Schools 274,864 321,720 321,719

TOTAL EXPENDITURES 2,615,294 2,793,914 2,747,018 46,896

EXCESS REVENUES (EXPENDITURES) (226,117) (141,838) (22,064) 119,774

OTHER FINANCING SOURCES (USES)
Operating Transfers Out (13,830) (13,830) (J3,830)

NET CHANGE IN FUND BALANCES (239,947) (155,668) (35,894) 119,774

Fund Balances, Beginning of Year 1,119,459 1,176,993 1,176,993

FUND BALANCES, END OF YEAR $ 879,512 $ 1,021,325 $ 1,141,099 $ 119,774
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
Michigan Public School Employees Retirement Plan

Last 2 Fiscal Years (Amounts detennined as of 9/30 of each year)

2015 2014

A. Proportion of net pension liability (%) 0.05317% 0.05419%

B. Proportionate share of net pension liability $ 12,986,164 $ 11,935,885

C. Covered-employee payroll $ 4,399,210 $ 4,576,813

D. Proportionate share ofnet pension liability as a percentage of
its covered-employee payroll (%) 33.87613% 38.34498%

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

46



DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF CONTRIBUTIONS
Michigan Public School Employees Retirement Plan

Last 2 Employer Fiscal Years (Amounts determined as of 6/30 of each year)

2016 2015

A. Statutorily required contributions $ 1,025,669 $ 968,585

B. Contributions in relation to statutorily required contributions* 1,025,669 968)585

C. Contribution deficiency (excess) $ $

D. Covered-employee payroll $ 4,738,089 $ 4,400,536

E. Contributions as a percentage of covered-employee payroll 21.65% 22.01%

*Contributions in relation to statutorily required contributions are the contributions an employer actually
made to the System, as distinct from the statutorily required contributions.
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DELTA - SCHOOLCRAFf INTERMEDIATE SCHOOL DISTRICT

NOTES TO REQUllffiD SUPPLEMENTARY INFORMATION

June 30, 2016

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

Changes of assumptions: There were no changes ofbenefit assumptions in 2016.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

For the year ended June 30,2016

Major
Clear Lake Maintenance

Fund Fund Total
ASSETS;

Cash and Equivalents $ 293,672 $ 289,573 $ 583,245
Accounts Receivable 19,299 19,299

TOTAL ASSETS $ 312,971 $ 289,573 $ 602,544

LIABILITIES:
Accounts Payable $ 14,949 $ $ 14,949
Unearned Revenue 24,520 24,520
Due to Other Funds 1,487 1,487

TOTAL LIABILITIES 40,956 40,956

FUND BALANCES:
Restricted 272,015 272,015
Committed 289,573 289,573

TOTAL FUND BALANCES 272,015 289,573 561,588

TOTAL LIABILITIES AND FUND BALANCES $ 312,971 $ 289,573 $ 602,544

See accompanying notes to financial statements.
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DELTA-SCHOOLCRAFT INTERl\1.EDIATE SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE

NONMAJOR GOVERNMENTAL FUNDS

For the year ended June 30, 2016

Major
Clear Lake Maintenance

Fund Fund Total
REVENUES:

Local Sources $ 120,642 $ 747 $ 121,389
Interdistrict Sources and Other 12,500 12,500

TOTAL REVENUES 133,142 747 133,889

EXPENDITURES:
Supporting Services 100,320 100,320
Capital Outlay 25,013 25,013

TOTAL EXPENDITURES 100,320 25,013 125,333

EXCESS REVENUES (EXPENDITURES) 32,822 (24,266) 8,556

OTHER FINANCING SOURCES (USES)
Operating Transfers In 6,250 20,000 26,250

NET CHANGE IN FUND BALANCES 39,072 (4,266) 34,806

Fund Balance, Beginning of Year 232,943 293,839 526,782

FUND BALANCE, END OF YEAR $ 272,015 $ 289,573 $ 561,588

See accompanying notes to financial statements.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

CLEAR LAKE FUND

For the year ended June 30, 2016

Variance

Original Final Favorable

Budget Budget Actual (Unfavorable)

REVENUES:

Local Sources $ 102,750 $ 118,040 $ 120,642 $ 2,602

Interdistrict Sources & Other 12,500 12,500 12,500

TOTAL REVENUES 115,250 130,540 133,142 2,602

EXPENDITURES:

Supporting Services:
Other Instructional Staff Services 83,500 95,210 82,349 12,861

Board of Education 150 150 130 20
Internal Services 2,550 2,550 1,627 923

Other Business Services 150 150 133 17
Operating Building SeIVices 16,100 16,100 10,672 5,428

Pupil Transportation SeIVices 3,110 2,687 423

Staff Services 1,000 1,000 258 742

Infolllliltion Management Services 250 45 205
Pupil Activities 1,500 1,500 1,560 (60)
Other Community Services 5,000 859 4,141

TOTAL EXPENDITURES 104,950 125,020 100,320 24,700

EXCESS REVENUES (EXPENDITURES) 10,300 5,520 32,822 27,302

OTHER FINANCING SOURCES:

Operating Transfers in 6,250 6,250 6,250

NET CHANGE IN FUND BALANCES 16,550 11,770 39,072 27,302

Fund Balances, Beginning of Year 198,592 232,943 232,943

FUND BALANCES, END OF YEAR $ 215,142 $ 244,713 $ 272,015 $ 27,302

See accompanying notes to fmancial statements.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

MAJOR MAINTENANCE FUND

For the year ended June 30, 2016

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES:
Local Sources $ 100 $ 100 $ 747 $ 647

TOTAL REVENUES 100 100 747 647

EXPENDITURES:
Capital Outlay 26,000 25,013 987

TOTAL EXPENDITURES 26,000 25,013 987

EXCESS REVENUES (EXPENDITURES) 100 (25,900) (24,266) 1,634

OTHER FINANCING SOURCES:
Operating Transfers in 20,000 20,000 20,000

NET CHANGE IN FUND BALANCES 20,100 (5,900) (4,266) 1,634

Fund Balances, beginning of year 293,764 293,839 293,839

FUND BALANCES, END OF YEAR $ 313,864 $ 287,939 $ 289,573 $ 1,634

See accompanying notes to financial statements.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES - AGENCY FUNDS

For the year ended June 30, 2016

Balances
6/3012015 Additions Deductions

Balances
6/30/2016

ASSETS:
Cash $ 28,336 $ 69,676 $ 55,830 $ 42,182

LIABILITIES:
Due to Student Groups

Vocational Student Organizations $ 22,181 $ 64,399 $ 50,441 $ 36,139
Learning Center 6,155 5,277 5,389 6,043

TOTAL LIABILITIES $ 28,336 $ 69,676 $ 55,830 $ 42,182

See accompanying notes to financial statements.
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DELTA-SCHOOLCRAFT INTERMEDlATE SCHOOL DISTlUCT

SCHEDULE OF TAXABLE VALUATIONS
TAX RATES AND TAX LEVIES

For the year ended June 30,2016

State Tax Rate
Taxable Per $1,000
Valuation Valuation Levy

Baldwin Township $ 32,313,487 2.3851 $ 77,071
Bark River Township 38,865,574 2.3851 92,698
Bay de Noe Township 28,466,804 2.3851 67,896
Brarnpton Township 26,416,437 2.3851 63,006
Cornell Township 21,822,758 2.3851 52,049
Ensign Township 28,929,537 2.3851 69,000
Escanaba Township 108,887,253 2.3851 259,707
Fairbanks Township 20,611 ,715 2.3851 49,161
Ford River Township 63,002,529 2.3851 150,267
Garden Township 62,059,586 2.3851 148,018
Maple Ridge Township 26,745,672 2.3851 63,791
Masonville Township 64,272,293 2.3851 153,296
Nahma Township 33,858,613 2.3851 80,756
Wells Township 229,824,398 2.3851 548,154
Escanaba City 304,265,828 2.3851 725,704
Gladstone City 104,990,439 2.3851 250,413
Ewing Township 9,234,138 2.3851 22,024
Turin Township 5,360,966 2.3851 12,786
Wells Township-Marquette Co 2,186,778 2.3851 5,216
Harris Township 34,084,885 2.3851 81,296
Doyle Township 41,456,691 2.3851 98,878
Germfask Township 12,963,291 2.3851 30,919
Hiawatha Township 65,230,434 2.3851 155,581
Inwood Township 41,258,183 2.3851 98,405
Manistique Township 36,973,274 2.3851 88,185
Mueller Township 38,406,732 2.3851 91,604
Thompson Township 50,294,966 2.3851 119,959
Manistique City 41,046,898 2.3851 97,901

TOTALS $ 1,573,830,159 $ 3,753,742

The levy is allocated as follows:

General Fund 0.1346 $ 2} 1,838
Special Education Fund 1.3502 2,124,985
Career Tech Fund 0.9003 1,416,919

TOTALS 2.3851 $ 3,753,742

See accompanying notes to financial statements.
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Kristine P. Berhow, CPA, Principal
Alan M. Stolz, CPA, Principal

OFFICES IN MICHIGAN AND WISCONSIN
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Brandy M. Olson, CPA
Gary E. Maynard, CPA, PFS
Kathleen A. Ciantar, CPA

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MAITERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Education
Delta-Schoolcraft Intennediate School District
Escanaba, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to flnancial 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 infonnation of the Delta~Schoolcraft

Intermediate School District, as of and for the year ended June 30, 2016, 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 19,2016.

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 circwnstances for the purpose of expressing our opinions on the financi al 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 fmancial 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 from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our aUdit, and accordingly, we do not express such an opinion,
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The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

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

Certified Public Accountants

October 19, 2016
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM

GUIDANCE

To the Board of Education
Delta-Schoolcraft Intennediate School District
Escanaba, Michigan

Report on Compliance for Each Major Federal Program

We have audited the Delta-Schoolcraft Intermediate School District's compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the District's major federal programs for the year ended June 30, 2016. The
District's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

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

Auditor's Responsibility

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

We believe that Ollr audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the District's compliance.

Opinion on Each Major Federal Program

In our opinion, the Delta-Schoolcraft Intermediate School District complied, in all material respects,
with the types of compliance requirements referred to above that could have a direct and material effect
on each of its major federal programs for the year ended June 30, 2016.

Report on Internal Control Over Compliance'

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

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

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

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

Certified Public Accountants

October 19,2016
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DELTA..sCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30,2016

Accrued CurTenl ACCI\Jed CIment

Feder.lI Agency or ~ !'riD<" (Defcrted) ClllTcnt CwTuII YCOJ (Deferred) YaarCal;h

CFDA P.....Throll8h Award Years Revenue Vear Year Rbvenue Revenue l'ron.fcncd to

FedcJal Orantor!hss·ThroushfProgram Tille Nwnbec NumbeI Amount El<IJenditu= July 1,2015 RtceilKs E~d~1 Rewgnized June 30, 2016 Subrccipiools

U S DEPARTMEm BDUCADotI

hosed Through Stale Dept. ofEducation;

Feder.1 Assistance f« lha Ed.calton of HllDdicappcd

Penoos - Title VI·B·

flo..wough IDEA 84.0Z1A )404501314 $ 1.615,291 $ 187,756 $ 48,5n S 48,Sn $ - S :I; . $

F10wt!u0ugh IDEA 84.021A IS0450 141S 1,633,882 1,528,882 370,125 461.732 101.427 IOd,~27 12,820

F1owtbrougb IDEA 84.027A 1604501516 1,644,454 - 1,120,052 1.583,620 1.583,620 463,568

Sp¢eiol &I EOSO 84021A 150480 EOSD ~S,OOO 45,000

Special EAl EOSD 84021A 160480BOSD 45,000 45.000 45,000 45,000

Speciol EAl TrB/l$;' ion 84.02?A 150490 TC 50.000 50,000

Spec;ol EAl Tr....itiOll 84.027A 160490 TC 50,000 50.000 50,Oao 50,000

5,083,627 1.811,638 418,697 l,ns,356 1,183,047 1,783,047 476,388

Pr• ..:hoollncenli~ 84.113A 1504601415 63,419 63.419 21.ZJS 21,235

Pr.IChoollneentive 84. I73A 160460 1516 63,4S8 43,543 63,488 63,488 19.945

126,907 63.419 21.235 64,778 63,4$8 63.488 19,945

Totol Spool.. Educlo~OIICl\lS1Cr (IDEA) 5.210.534 1,875,057 439,932 1,790,134 U46,S35 1,846.535 496,,333

EI!u<:aI;on of Rondicopped Act, Pan C:

Infant lUX! Toddla-· FotTDUl. Grant (Early On) 8' ISlA 151340 1415 7',315 14,315 18,873 18,873

Infant and Toddler· Fo:mula Grant (Early On) 84.ISIA 1613401516 n,m 68.169 72,999 n.999 4,830

147.314 74,315 18,873 87,042 72,m 72.999 4,830

Carl D. Por1cins V.FA

B,uie Grants to States S4.048 153520 15122 275.733 215,733 78.373 78,373

BaSIC Grants 10 Stales 84.048 163520 16122 289,529 - 193.901 289,5Z9 2S9,5Z9 95,62S 159,864

565.262 275,733 78.373 272).7' 289,529 2S9,529 95,628 159,864

Tille I kgI"".ll\s:<Jstanoe Gr.lnt 84010 1415701314 65.000 7,616

Ti~e , Rcgi"".1 t\.<.iSlanl>:: Grant 84.010 1515701415 103,062 39,043 10,182 20,336 10.154 IO,I~

TI~.1 Rcgion.IAssist:anee Gram 84010 1615701516 140,314 22,S>42 32.194 32,194 9,252

308.376 46.659 10.182 43.278 42.34$ 42,348 9,252

TOTAL STATE PASS-THROUGH 6,231.486 2.271,764 547.360 2,192.728 2,251,411 2.251,411 606,043 159,864-

See Notes to Schedule of Expcrlditurcs l)fPcderal Awards
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DELTA~CHOOLCRAFf INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2016

Accrued Current Accrued Curnnl

Pederel Agency"," APJl'l"'l'd !'nor (Dofesred) CluTen. Current Year (Dofc=l) YeorC.sh

CPOA 1't8s-Through Aword Yean R.evcrrue Year V..... R.eVC'lIlie Itc:VOIIU<> Tnmsferro<l 10

Fedeml Vntnrorll'8ss·ThroughlProgram Title Number Number Amounl Expendlfu/'e$ July 1,2015 Receipt. Expenditures Rooogni2lld June)(l.2016 Sub<eci",cnl$

Passed~MuIl-Algt:r R.egiooaJ Bdueational

SeJvi= Agency:

MeKrnney·Vento Hornele$~ Ass;""""" C/O 84.196A 152320·1415 750 750

TOTAL PASS-TIiROUGIl MARQUETTE-ALGER
~ONAL6~'CATIONALSER~CESAGENCY 7S0 750

Passed Through Diebnsorrlton Intermediate School DiStrict·

M8Ihemat ies and S<: ionce I'2rtnoTshil'" S066B MSPFWI4 51,016 8,194

TOTAt PASS-THlWUGIl DICIilllSON-IRON
INTERMEDtATE SCHOOL OISTRJCT 51.016 &,794

Passed'l"1lr<Ju8h Ea$1Cm UP Intcnll.e<lille School Di51nct·

Ul'SMIl..E 84.3668 MSMOI6 107,909 18,244 49,922 49,922 31,678

TOTAL PASS-THltOUGH EASTERN UP
INTERlIiEDtAIT SCHOOL DISTRlCT 107,909 18.244 49.922 49,922 31,613

Passed Through Teaclu:o College:

STEM Emly College Expansion Portner>hip (SIiCEP) 84.4IIB 51 (138 118,790 66,671 43,542 76,774 J3.2J2 33,232

STEM Early College Expanston Pannnslnp (SOC 6P) 84.4118 511138 132.372 CXEDF 92,642 92.642 92,642

TOTAL PASS-THROUGH TEACHERS COLLE06 251.162 66,671 43,542 76,774 125,874 125.874 92,642

TOTAL U.S DEPARTMENT OF EOUCATION 6,642,353 2,347.979 390,902 2,287,746 2,427,207 2,427.207 730,3&3 159,864

1/ S DEPARTMENT Of HEAl..TH ANP WIMAN SERYlCES

Pasoed ThtouBh StlIJe Depanmc:nl orCommunity Health.

Medicaid ClU$\er.

ModIca! Asmw= rr"gRIJI, OutrellCh 93.778 unlmown 24,282 24,282

Medi~ As~i_ Program' Outreach 9>.778 IJlIknown 18,394 18,J'll$ 18,394 18,394 10,575

TOTAL U.S, DEPARTMENT OF HEALTH AND HUMAN SERVICES 42.676 24,2&2 19;!94 18,394 18,394 10.575

TOTAL fEDI!RAL AWARDS $ 6.685.029 $ 2.372.26\ $ 590.902 $ 2.306,1-«) $ 2.445.601 S 2,4-45,601 S 730,36] S 170,439

See NOICS to Schedulc ofExpendituTc:s ofFedaal Awards
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DELTA-SCHOOLCRAFT lNTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF FEDERAL FINANCIAL AWARDS NOTES

For the year ended June 30,2016

NOTE A - OVERSIGHT AGENCY

The U.S. Department of Education is the current year's oversight agency for the single audit as
determined by the agency providing the largest share of the District's federal financial awards.

NOTE B - BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of Delta-Schoolcraft Intennediate School District under programs of the
federal govenunent for the year ended June 30, 2016. The information in this Schedule is
presented in accordance with the requirements of Title 2 U.S. Code o/Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements Jor
Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of
the operations of Delta-Schoolcraft Intennediate School District, it is not intended to and does
Dot present the financial position, changes in net position, or cash flows of Delta-Schoolcraft
Intermediate School District.

NOTE C - SUMMARY OF SIGNIFICANT ACCOUNTlNG POLICIES

(1) Expenditures reported on the Schedule are reported on the modified accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in the
Unifonn Guidance, wherein certain types of expenditures are not aJlowable or are limited as to
reimbursement.

(2) Delta-Schoolcraft Intermediate School District has not elected to use the 10 percent de
minimis indirect cost rate as allowed under the Uniform Guidance.

NOTE D - FEDERAL GRANT RECEIPTS

All federal grant receipts of the School District are included in the scope of this report.

NOTE E - FORM R7120/GRANT AUDITOR REPORT RECONCILIATION

The amounts reported on the R7120 Grant Auditor Report, reconciles with the Schedule of
Expenditures of Federal Awards.

NOTE F - EXPENDITURE AGREEMENT

The expenditures in the Schedule of Expenditures of Federal Awards are in agreement with the
amounts reported in the financial statements and the financial reports for the School District.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2016

A. SUMMARY OF AUDIT RESULTS

1. The auditor's report expresses an unqualified opinion on the financial statements of the
School District.

2. No material weaknesses or significant deficiencies were disclosed during the audit of the
financial statements that are required to be reported in the Independent Auditor's Report
on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Peiformed in Accordance with Government
Auditing Standards.

3. There were no instances of noncompliance to the financial statements of the School
District.

4. There were no material weaknesses or significant defidencies disclosed during the audit
of the major federal award programs to be reported in the Independent Auditor's Report
on Compliance for Each Major Program and on Internal Control Over Compliance
Required by the Uniform Guidance.

5. The auditor's report on compliance for the major federal award programs for the School
District expresses an unqualified opinion.

6. There were no audit findings that are required 10 be reported in accordance with the
Uniform Guidance.

7. The programs tested as a major program was as follows:

Special Education Cluster - IDEA, EOSD, Transition and UP Autism,
CFDA #84.027A

Special Education Cluster - Preschool Incentive, CFDA #84.1 73A

8. The threshold for distinguishing type A and B programs was $750,000.

9. The School District qualifies as a low-risk auditee.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2016

B. FINANCIAL STATEMENT AUDIT FINDINGS

None.
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30,2016

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD
PROGRAMS

None.
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DELTA-SCHOOLCRAFT INTERMEDlATE SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2016

D. RESOLUTION OF PRIOR YEAR FINDINGS

There were no prior year findings.
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October 19, 2016

Brandy M. Olson, CPA
Gary E. Maynard, CPA, PFS
Kalhleen A. Ciantar, CPA

Board of Education
Delta-Schoolcraft Intennediate School District
Escanaba, Michigan

We have audited the financial statements of the governmental actJvltles, each major fund, and the
aggregate remaining fund information of the Delta-Schoolcraft Intermediate School District (the District)
for the year ended June 30, 2016, and have issued our report thereon dated October 19, 2016.
Professional standards require that we provide you with infonnation about our responsibilities under
generally accepted auditing standards and Government Auditing Standards and the Unifonn Guidance,
as well as certain information related to the planned scope and timing of our audit. We have
communicated such information in our letter to you dated August 15, 2016. Professional standards also
require that we conununicate to you the following infonnation related to our audit.

Significant Audit Findings

Qualitative Aspects ofAccounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note A to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during the
fiscal year ended June 30, 2016. We noted no transactions entered into by the governmental unit during
the year for which there is a lack of authoritative guidance or consensus. All significant transactions
have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was:

Management's estimate of the useful lives of fixed assets is based on experience with
similar assets and the estimate of the net pension obligation is based on information
provided by the Michigan Public Schools Employee Retirement System (MPSERS). We
evaluated the key factors and assumptions used to develop the estimate of the useful lives
of fixed assets and the assumptions and calculations used by MPSERS in determining that
it is reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Peiforming the Audit

We encountered no significant difficulties in dealing with management in perfonning and completing
our audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually or in the
aggregate, to each opinion unit's financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor's report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 19,2016.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves
application of an accounting principle to the governmental unit's financial statements or a determination
of the type of auditor's opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to detennine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit's auditors.
However, these discussions occurred in the nonnal course of our professional relationship and our
responses were not a condition to our retention.

Other Matters

We applied certain limited procedures to the Management's Discussion and Analysis, the budgetary
comparison schedules for the General Fund, the Special Education Fund and the Career Technical Fund,
and the pension disclosures which is required supplementary infonnation (RSI) that supplements the
basic financial statements. Our procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or
provide any assurance on the RSI.

We were engaged to report on the other supplemental infonnation, which accompany the financial
statements but are not RSL With respect to this supplementary infonnation, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine
that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary infonnation to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.
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Conunents and Recommendations

In planning and perfonning our audit of the financial statements of the District for the year ended June
3D} 2016, we considered the Distric1's internal control structure to detennine our auditing procedures for
the pUIpose of expressing an opinion on the financial statements and not to provide assurance on the
internal control structure.

However, during our audit we became aware of matters that are opportunities for strengthening internal
controls and operating efficiency. The mernorandwn that accompanies this letter summarizes our
comments and recommendations regarding these matters. This Jetter does not affect our report dated
October 19,2016.

Restriction on Use

This infonnation is intended solely for the use of the Board of Education, the management of the District
and appropriate state and federal grantor agencies and is not intended to be and should not be used by
anyone other than these specified parties.

Certified Public Accountants
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DELTA-SCHOOLCRAFT INTERMEDIATE SCHOOL DISTRICT

COMMENTS AND RECOMMENDATIONS

June 30, 2016

COST ALLOCATION

During our audit we noted that some employee wages are allocated between different funds
based on the time spent on each function. The percentages used to allocate these costs are based
on information that has not been recently updated. We recommend that these percentages be
reviewed to detennine if they are still accurate. Also noted during our audit is that the cost
allocation has been updated but will not be applied until the 2016-2017 fiscal year.
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