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Independent Auditor's Report

To the Board of Education
Warren Consolidated Schools

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the major
funds, and the aggregate remaining fund information of Warren Consolidated Schools (the
"School District") as of and for the year ended June 30, 2016 and the related notes to the
financial statements, which collectively comprise the School District's basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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To the Board of Education
Warren Consolidated Schools

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the major funds, and the
aggregate remaining fund information of Warren Consolidated Schools as of June 30, 2016 and
the respective changes in its financial position and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Required Supplemental Information

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

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Warren Consolidated Schools' basic financial statements. The other
supplemental information, as identified in the table of contents, is presented for the purpose of
additional analysis and is not a required part of the basic financial statements.  

The other supplemental information, as identified in the table of contents, is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements.  Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America.  In our opinion, the other
supplemental information, as identified in the table of contents, is fairly stated in all material
respects in relation to the basic financial statements as a whole.
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To the Board of Education
Warren Consolidated Schools

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 18, 2016 on our consideration of Warren Consolidated Schools' internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance.  That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School District's internal control over financial
reporting and compliance.

October 18, 2016
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Warren Consolidated Schools 

Management’s Discussion and Analysis 
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This section of Warren Consolidated Schools’ (the “School District”) annual financial report 
presents our discussion and analysis of the School District’s financial performance during the 
years ended June 30, 2016 and 2015.  Please read it in conjunction with the School District’s 
financial statements, which immediately follow this section. 

Using this Annual Report 

This annual report consists of a series of financial statements and notes to those statements.  
These statements are organized so the reader can understand Warren Consolidated Schools 
financially as a whole.  The government-wide financial statements provide information about the 
activities of the whole School District, presenting both an aggregate view of the School District’s 
finances and a longer-term view of those finances.  The fund financial statements provide the 
next level of detail.  For governmental activities, these statements tell how services were 
financed in the short term as well as what remains for future spending.  The fund financial 
statements look at the School District’s operations in more detail than the government-wide 
financial statements by providing information about the School District’s most significant funds, 
the General Fund and the 2016 Building and Site Series A Capital Projects Fund, with all other 
funds presented in one column as nonmajor funds.  The remaining statements - the Proprietary 
Fund statement of net position, statement of revenue, expenses, and changes in fund net 
position, statement of cash flows, and the statement of fiduciary assets and liabilities - present 
financial information about activities for which the School District provides services to other 
funds and acts solely as an agent for the benefit of students and parents.  Below is an outline of 
the report format: 
 

 

Management’s Discussion and Analysis (MD&A) 
(Required Supplemental Information) 

Basic Financial Statements 

Government-wide Financial Statements  Fund Financial Statements 

Notes to the Basic Financial Statements 

(Required Supplemental Information) 
Budgetary Information for Major Funds 

Proportionate Share of the Net Pension Liability MPSERS Determined as of the Plan Year 
Ended September 30 

 Contributions MPSERS Determined as of the Year Ended June 30 

Other Supplemental Information 



Warren Consolidated Schools 

Management’s Discussion and Analysis (Continued) 
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Reporting the School District as a Whole - Government-wide Financial Statements  

One of the most important questions asked about the School District is, “As a whole, what is the 
School District’s financial condition as a result of the year’s activities?” The statement of net 
position and the statement of activities, which appear first in the School District’s financial 
statements, report information on the School District as a whole and its activities in a way that 
helps you answer this question.  We prepare these statements to include all assets and liabilities, 
using the accrual basis of accounting, which is similar to the accounting used by most private 
sector companies. All of the current year’s revenue and expenses are taken into account 
regardless of when cash is received or paid. 

These two statements report the School District’s net position - the difference between assets 
and liabilities, as reported in the statement of net position - as one way to measure the School 
District’s financial health or financial position.  Over time, increases or decreases in the School 
District’s net position - as reported in the statement of activities - are indicators of whether its 
financial health is improving or deteriorating.  The relationship between revenue and expenses is 
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 consider many 
other nonfinancial factors, such as the quality of the education provided, student achievement, 
and the safety of the schools, in order to assess the overall health of the School District. 

The statement of net position and the statement of activities report the governmental activities 
for the School District, which encompass all of the School District’s services, including 
instruction, support services, community services, athletics, food services, capital projects, debt 
retirement, and internal services.  Property taxes, unrestricted state aid (foundation allowance 
revenue), and state and federal grants finance most of these activities. 

Reporting the School District’s Most Significant Funds - Fund Financial Statements 

The School District’s fund financial statements provide detailed information about the most 
significant funds - not the School District as a whole.  Some funds are required to be established 
by state law and by bond covenants.  However, the School District establishes many other funds 
to help it control and manage money for particular purposes or to show that it is meeting legal 
responsibilities for using certain taxes, grants, and other money (such as bond-funded 
construction funds used for voter-approved capital projects).   

 



Warren Consolidated Schools 

Management’s Discussion and Analysis (Continued) 
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The funds of the School District use the following accounting approaches: 

 Governmental Funds - Most of the School District’s services are reported in governmental 
funds. Governmental fund reporting focuses on showing how money flows into and out of 
funds and the balances left at year end that are available for spending.  These balances are 
reported using an accounting method called modified accrual accounting, which measures 
cash and all other financial assets that can readily be converted to cash.  The governmental 
fund statements provide a detailed short-term view of the operations of the School District 
and the services it provides.  Governmental fund information helps you determine whether 
there are more or fewer financial resources that can be spent in the near future to finance 
the School District’s programs. We describe the relationship (or differences) between 
governmental activities (reported in the statement of net position and the statement of 
activities) and governmental funds in a reconciliation. 

 Proprietary Fund - Internal Service Fund - The purpose of the Internal Service Fund is 
to finance certain services provided to other funds on a cost-reimbursement basis.  The 
School District maintains this fund for accrued compensated absences and risk liabilities.  It is 
funded through charges to and transfers from the General Fund and Nutrition Service Fund. 

The School District as Trustee - Reporting the School District’s Fiduciary Responsibilities 

The School District is the trustee, or fiduciary, for its student activity funds.  All of the School 
District’s fiduciary activities are reported in a separate statement of fiduciary net position.  We 
exclude these activities from the School District’s other financial statements because the School 
District cannot use these assets to finance its operations. 

The School District as a Whole 

Recall that the statement of net position provides the perspective of the School District as a 
whole.  Table 1 provides a summary of the School District’s net position as of June 30, 2016 and 
2015:   



Warren Consolidated Schools 

Management’s Discussion and Analysis (Continued) 
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TABLE 1

2016 2015

Assets
Current and other assets 129.1$        50.8$          
Property and equipment 169.5          179.0          

Total assets 298.6          229.8          

Deferred Outflows of Resources 28.7            15.9            

Total assets and deferred outflows of resources 327.3          245.7          

Liabilities
Current liabilities 42.3            42.7            
Long-term liabilities 472.3          402.7          

Total liabilities 514.6          445.4          

Deferred Inflows of Resources 26.0            19.0            

Total liabilities and deferred inflows of resources 540.6          464.4          

Net Position
Net investment in capital assets 35.1            38.4            
Restricted 3.9              3.0              
Unrestricted (252.3)         (260.1)         

Total net position (213.3)$     (218.7)$     

 Governmental Activities 

 (in millions) 

 June 30 

 
 

The above analysis focuses on the net position (see Table 1).  The change in net position (see 
Table 2) of the School District’s governmental activities is discussed below. The School District’s 
net position was a deficit of $213.3 million at June 30, 2016.  Net investment in capital assets, 
totaling $35.1 million, compares the original cost, less depreciation of the School District’s 
capital assets, to long-term debt used to finance the acquisition of those assets.  Most of the debt 
will be repaid from voter-approved property taxes collected as the debt service comes due.  
Restricted net position is reported separately to show legal constraints from debt covenants and 
enabling legislation that limit the School District’s ability to use that net position for day-to-day 
operations.  The remaining amount of net position (a deficit of $252.3 million) was unrestricted. 
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Management’s Discussion and Analysis (Continued) 
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The $252.3 million deficit in unrestricted net position of governmental activities represents the 
accumulated results of all past years’ operations.  A total of $262.4 million of this deficit 
unrestricted net position is the School District's proportionate share of the net pension liability 
related to the Michigan Public School Employees’ Retirement System.  The unrestricted net 
position balance enables the School District to meet working capital and cash flow requirements 
as well as to provide for future uncertainties.  The operating results of the General Fund have an 
impact on the change in unrestricted net position from year to year. 



Warren Consolidated Schools 

Management’s Discussion and Analysis (Continued) 
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The results of this year’s operations for the School District as a whole are reported in the 
statement of activities (see Table 2), which shows the changes in net position for fiscal years 
ended June 30, 2016 and 2015: 

TABLE 2

2016 2015

Revenue
Program revenue:

Charges for services 4.3$                3.2$               
Operating grants/contributions 29.4                35.9               

General revenue:
Property taxes 53.5                50.6               
State foundation allowance 90.9                95.4               
Other 0.9                  1.5                 

Total revenue 179.0              186.6             

Functions/Program Expenses
Instruction 91.4                99.9               
Support services 54.6                60.8               
Athletics 1.9                  2.1                 
Nutrition services 6.7                  7.1                 
Community services 0.7                  0.8                 
Interest on long-term debt 7.2                  6.7                 
Debt issuance costs 1.2                  -                     
Depreciation (unallocated) 6.9                  7.2                 

Total functions/program expenses 170.6              184.6             

Impairment Loss (3.0)                 -                     

Change in Net Position 5.4                  2.0                 

Net Position - Beginning of year (218.7)             (220.7)            

Net Position - End of year (213.3)$         (218.7)$        

(in millions)

 Governmental Activities 
 Year Ended June 30 

 



Warren Consolidated Schools 

Management’s Discussion and Analysis (Continued) 

10 

As reported in the statement of activities, the cost of all School District’s activities this year 
totaled $170.6 million.  Certain activities were partially funded from those who benefited from 
the programs ($4.3 million) or by other governments and organizations that subsidized certain 
programs with grants and contributions ($29.4 million). We paid for the remaining “public 
benefit” portion of our governmental activities with $53.5 million in taxes, $90.9 million in state 
foundation allowance, and with our other revenue (i.e., interest and general entitlements).  
Overall, the revenue from funding sources exceeded the cost of activities and impairment loss 
by $5.4 million, resulting in a corresponding increase in net position. 
 
Property taxes and the state foundation allowance constitute the majority of School District 
operating revenue sources.  In its mission to provide a quality education for its students, the 
Board of Education and administration must annually evaluate the needs of the School District 
and balance those needs with available funding resources. 

The School District’s Funds 

As we noted earlier, the School District uses funds to help it control and manage money for 
particular purposes.  Looking at funds helps the reader consider whether the School District is 
being accountable for the resources taxpayers and others provide to it and may provide more 
insight into the School District’s overall financial health. 

At June 30, 2016, the School District’s funds reported a combined fund balance of $83.3 million, 
an increase of $79.2 million from June 30, 2015.  The primary reasons for the increase are as 
follows: 

 In the General Fund, the School District’s principal operating fund fund balance increased 
$6.1 million to $5.7 million.  The fund balance of the General Fund is available to pay for 
expenditures related to allowable school operating activities.   

 In the combined school service funds, fund balance in the Nutrition Service Fund increased 
$0.37 million to $0.79 million.  The Community Service Fund provided an operating transfer 
to the General Fund.   

 For the 2016 Building and Site Series A Fund the fund balance increased $71.1 million due to 
issuing 2016 Building and Site Series A Bonds.  These bonds were issued in accordance with 
state law and are being used for facility improvements, including athletic fields and security, 
buses, equipment and technology.  Expenditures associated with the issuance of bonds were 
approximately $0.6 million.  For the School District’s Building and Site Capital Projects Fund, 
the fund balance decreased $0.04 million.     

 For the debt service funds, the combined fund balance increased $1.6 million.      
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General Fund Budgetary Highlights 

The fiscal year 2016 original budget, which was completed at the end of the prior fiscal year, 
reflected certain assumptions for enrollment, state aid, grant funding, staffing, wage concessions, 
and other expenditures.  Over the course of the year, the School District revises its budget as it 
attempts to deal with unexpected changes in revenue and expenditures.  State law requires that 
the budget be amended to ensure that expenditures do not exceed appropriations.  The budget 
was amended three times during the year to reflect the most recent available information.  The 
third and final amendment to the budget was adopted just before year end.   

Budgeted total revenue increased by approximately $0.8 million and budgeted total 
expenditures increased by approximately $3.9 million. The revision to budgeted revenue and 
expense was primarily due to State and local revenue allocations, staffing changes, wage 
concessions, a decrease in capital expenditures for buses, and added program costs. 

Actual revenue and fund transfers exceeded expenditures for the year ended June 30, 2016 by 
$6.1 million.  The final amended budget showed an operating surplus of $2.1 million.  The 
favorable variance is due primarily to reduced spending in the fourth quarter.   

A schedule showing the School District’s original and final budget amounts compared with actual 
results is provided in the required supplemental information section of this financial report. 
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Capital Assets and Debt Administration 

Capital Assets 

As of June 30, 2016, the School District had $169.5 million invested in a broad range of capital 
assets, including land, buildings, vehicles, furniture, and equipment.  This amount represents a 
net decrease (including additions, disposals, and depreciation) of approximately $9.6 million, or 
5.3 percent, from last year.  This year’s decrease also included a net impairment loss of $3.0 
million. 

June 30
2016 2015

Land 3,399,788$          3,756,862$          
Buildings 177,871,267        181,241,273        
Land improvements 74,870,561          75,487,750          
Buses and other vehicles 11,455,664          11,312,189          
Furniture and equipment 37,167,324          37,121,545          
Construction in progress -                           23,390                 

Total capital assets 304,764,604        308,943,009        

Less accumulated depreciation 135,274,093        129,898,372        

Net capital assets 169,490,511$    179,044,637$    
 

This year’s additions of $0.8 million included equipment, building improvements and buses.  
These additions were paid for with General Fund and the School District’s Building and Site 
Capital Projects Fund monies. 

We present more detailed information about our capital assets in the notes to the financial 
statements. 

Debt 

At the end of this year, the School District had $184.6 million in general obligation bonds 
outstanding versus $137.9 million the previous year. 

The School District’s general obligation debt was rated Baa1 by Moody’s Investor Service per 
the most recent review in August 2016.  The State limits the amount of general obligation debt 
that schools can issue to 15 percent of the assessed value of all taxable property within the 
School District’s boundaries.  If the School District issues qualified debt, i.e., debt backed by the 
State of Michigan, such obligations are not subject to this debt limit.  The School District’s 
outstanding unqualified general obligation debt of $184.6 million is significantly below this 
statutorily imposed limit. 
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Other long-term obligations include accrued compensated absences, risk liabilities, 
postemployment retiree healthcare benefits, and amortizable bond issue premiums and 
discounts.  We present more detailed information about our long-term liabilities in the notes to 
the financial statements. 

Economic Factors and Next Year’s Budgets and Rates 

The following factors will affect the School District in the future and were considered in 
preparing the School District’s budget for the 2017 fiscal year: 

The School District's revenue is heavily dependent on state funding and the health of the State's 
School Aid Fund.  The actual revenue received depends on the State's ability to collect revenue 
to fund its appropriation to school districts.  The School District’s Board of Education and 
administration consider many factors in the budget process.  One of the most important factors 
affecting the budget is student enrollment.  Over 80 percent of the School District’s revenue is 
derived from the State of Michigan’s student enrollment-based funding formula.  The formula to 
allocate revenue to school districts is based on the blending of two official pupil counts and a 
per-pupil funding allocation (called the “foundation allowance”).  The blended count for fiscal 
year 2017 is based on 10 percent of the February 2016 count plus 90 percent of the October 
2016 count.  The sum of these products is multiplied by the estimated foundation allowance for 
fiscal year 2017 of $9,066.   

The 2017 budget was adopted in June 2016 and projected an operating surplus of $1.1 million.  
In the development of the budget, the School District solicited input from department 
administrators and other district stakeholders for continued cost reduction and revenue 
enhancement strategies.  Wage and benefit concessions will continue during the 2017 school 
year. 

The budget contains assumptions, including the number of students that will be enrolled in 
October 2016.  Based on early enrollment data for the 2017 school year, we anticipate that the 
October 2016 count will be close to the estimates used in creating the 2017 budget.  

A revised budget will be prepared as soon as practical and will include any known adjustments to 
the original assumptions. The Board of Education is committed to offering quality educational 
programs while being fiscally responsible. 

Requests for Information 

This financial report is designed to provide a general overview of the School District’s finances. 
Questions concerning any of the information provided in this report or requests for additional 
financial information should be addressed to the Chief Financial Officer, 31300 Anita Drive, 
Warren, MI 48093. 



Warren Consolidated Schools

Statement of Net Position
June 30, 2016

Governmental

Activities

Assets
Cash and investments (Note 3) $ 24,081,065
Receivables (Note 5) 26,156,029
Inventories 327,152
Prepaid costs and other assets 1,776,958
Restricted cash and investments (Note 10) 76,823,071

Capital assets - Net (Note 6) 169,490,511

Total assets 298,654,786

Deferred Outflows of Resources
Deferred charges on bond refunding 1,004,250

Deferred outflows related to pensions (Note 12) 27,667,185

Total deferred outflows of resources 28,671,435

Total assets and deferred outflows of resources 327,326,221

Liabilities
Accounts payable 1,471,251
Accrued payroll-related liabilities 20,963,763
Other accrued liabilities 1,444,815
Due to other governmental units 744,724
State aid anticipation note (Note 8) 17,000,000
Unearned revenue (Note 5) 656,092
Noncurrent liabilities:

Due within one year (Note 9) 11,736,238
Due in more than one year (Note 9) 198,194,207

Net pension liability (Note 12) 262,371,334

Total liabilities 514,582,424

Deferred Inflows of Resources
Revenue in support of pension contributions made subsequent to measurement date

(Note 1) 7,117,470

Deferred inflows related to pensions (Notes 1 and 12) 18,960,078

Total deferred inflows of resources 26,077,548

Total liabilities and deferred inflows of resources 540,659,972

Net Position
Net investment in capital assets 35,124,227
Restricted:

Debt service 3,927,907
Capital projects 1,957

Unrestricted (252,387,842)

Total net position $ (213,333,751)

The Notes to Financial Statements are an
Integral Part of this Statement. 14



Warren Consolidated Schools

Statement of Activities
Year Ended June 30, 2016

Program Revenue

Net (Expense)

Revenue and

Changes in Net

Position

Expenses

Charges for

Services

Operating

Grants and

Contributions

Governmental

Activities

Functions/Programs
Primary government - Governmental

activities:
Instruction $ 91,384,378 $ 372,971 $ 12,370,739 $ (78,640,668)
Support services 54,605,062 986,229 10,320,692 (43,298,141)
Athletics 1,874,699 162,545 - (1,712,154)
Nutrition services 6,707,464 2,249,447 5,192,292 734,275
Community services 736,528 515,632 186,951 (33,945)
Interest and other debt cost 7,186,046 - 1,362,304 (5,823,742)
Debt issuance costs 1,164,022 - - (1,164,022)

Depreciation expense (unallocated) 6,902,981 - - (6,902,981)

Total primary government $170,561,180 $ 4,286,824 $ 29,432,978 (136,841,378)

General revenue:
Taxes:

Property taxes, levied for general purposes 39,080,520
Property taxes, levied for debt service 14,400,881

State aid not restricted to specific purposes 90,906,276
Interest and investment earnings 324,786
Gain on the sale of capital assets 27,277

Other 565,424

Total general revenue 145,305,164

Impairment Loss (3,051,476)

Change in Net Position 5,412,310

Net Position - Beginning of year (218,746,061)

Net Position - End of year $(213,333,751)

The Notes to Financial Statements are an
Integral Part of this Statement. 15



Warren Consolidated Schools

Governmental Funds
Balance Sheet
June 30, 2016

General Fund

2016 Building

and Site Series

A Capital

Projects Fund

Nonmajor

Funds

Total

Governmental

Funds

Assets

Cash and investments (Note 3) $ 23,616,203 $ - $ 457,340 $ 24,073,543
Receivables (Note 5) 25,125,744 - 1,030,285 26,156,029
Due from other funds (Note 7) 290,764 - 41,175 331,939
Inventories 221,971 - 105,181 327,152
Prepaid costs and other assets 1,776,958 - - 1,776,958

Restricted cash and investments (Note 10) - 71,316,286 5,506,785 76,823,071

Total assets $ 51,031,640 $ 71,316,286 $ 7,140,766 $129,488,692

Liabilities, Deferred Inflows of Resources,
and Fund Balance

Liabilities
Accounts payable $ 1,504,722 $ - $ - $ 1,504,722
Accrued payroll-related liabilities 20,963,763 - - 20,963,763
Other accrued liabilities 15,129 - - 15,129
Due to other governmental units 632,771 - 111,953 744,724
State aid anticipation note (Note 8) 17,000,000 - - 17,000,000
Due to other funds (Note 7) 2,020,859 167,204 90,157 2,278,220

Unearned revenue (Note 5) 656,092 - - 656,092

Total liabilities 42,793,336 167,204 202,110 43,162,650

Deferred Inflows of Resources - 

Unavailable revenue (Note 5) 2,512,159 - 530,941 3,043,100

Total liabilities and deferred
inflows of resources 45,305,495 167,204 733,051 46,205,750

Fund Balances
Nonspendable:

Inventory 221,971 - 105,181 327,152
Prepaid assets 1,776,958 - - 1,776,958

Restricted:
Capital projects - 71,149,082 - 71,149,082
Debt service - - 5,357,593 5,357,593
Nutrition service - - 680,093 680,093

Committed - Capital projects - - 264,848 264,848

Unassigned 3,727,216 - - 3,727,216

Total fund balances 5,726,145 71,149,082 6,407,715 83,282,942

Total liabilities, deferred inflows
of resources, and fund
balances $ 51,031,640 $ 71,316,286 $ 7,140,766 $129,488,692

The Notes to Financial Statements are an
Integral Part of this Statement. 16



Warren Consolidated Schools

Governmental Funds
Reconciliation of the Balance Sheet of Governmental Funds to the

Statement of Net Position
Year Ended June 30, 2016

Fund Balance Reported in Governmental Funds $ 83,282,942

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 are not reported in the funds:

Cost of capital assets $ 304,764,604

Accumulated depreciation (135,274,093) 169,490,511

Deferred outflows related to pension payments made
subsequent to the measurement date 19,358,285

Deferred outflows related to pension investment returns and
changes in assumptions are not reported in the
governmental funds 8,308,900

Long-term liabilities are not due and payable in the current
period and are not reported in the governmental funds:

Bonds payable including premium (206,517,659)

Postemployment benefits other than pensions (1,426,095) (207,943,754)

Accrued interest payable (excluding state aid note) is not
included as a liability in governmental funds (1,429,686)

Taxes and other receivables not available to pay current period
expenditures are deferred in the governmental funds 3,043,100

Net pension obligations do not present a claim on current
financial resources and are not reported as fund liabilities (262,371,334)

Deferred inflows related to revenue in support of pension
contributions made subsequent to measurement date are
not reported in the governmental funds (7,117,470)

Deferred inflows related to pension investment returns and
changes in assumptions are not reported in the
governmental funds (18,960,078)

Deferred outflows related to charges on bond refunding are not
reported in the governmental funds 1,004,250

Internal Service Fund assets and liabilities are included in
governmental activities in the statement of net position 583

Net Position of Governmental Activities $ (213,333,751)

The Notes to Financial Statements are an
Integral Part of this Statement. 17



Warren Consolidated Schools

Governmental Funds
Statement of Revenue, Expenditures, and Changes in Fund Balances

Year Ended June 30, 2016

General Fund

2016 Building

and Site Series

A Capital

Projects Fund

Nonmajor

Funds

Total

Governmental

Funds

Revenue
Local sources $ 40,257,512 $ 1,957 $ 18,054,617 $ 58,314,086
State sources 110,226,344 - 227,188 110,453,532
Federal sources 6,318,325 - 6,327,408 12,645,733

Intergovernmental 4,357,459 - - 4,357,459

Total revenue 161,159,640 1,957 24,609,213 185,770,810

Expenditures
Current:

Instruction 96,884,464 - 178,303 97,062,767
Support services 55,792,800 - 407,218 56,200,018
Athletics 1,964,926 - - 1,964,926
Nutrition service - - 6,889,186 6,889,186
Community services 382,351 - 389,412 771,763

Debt service:
Principal - - 7,155,000 7,155,000
Interest - - 5,231,989 5,231,989
Other - 558,987 605,035 1,164,022

Capital outlay 857,626 - 49,590 907,216

Total expenditures 155,882,167 558,987 20,905,733 177,346,887

Excess of Revenue Over (Under)
Expenditures 5,277,473 (557,030) 3,703,480 8,423,923

Other Financing Sources (Uses)
Proceeds from sale of capital assets 420,790 - - 420,790
Payment to escrow agent - - (65,215,178) (65,215,178)
Transfers in 392,740 - - 392,740
Transfers out - - (392,740) (392,740)
Face value of debt issued - 61,335,000 55,040,000 116,375,000

Premium on debt issued - 10,371,112 8,787,106 19,158,218

Total other financing sources
(uses) 813,530 71,706,112 (1,780,812) 70,738,830

Net Change in Fund Balances 6,091,003 71,149,082 1,922,668 79,162,753

Fund Balances - Beginning of year (364,858) - 4,485,047 4,120,189

Fund Balances - End of year $ 5,726,145 $ 71,149,082 $ 6,407,715 $ 83,282,942

The Notes to Financial Statements are an
Integral Part of this Statement. 18



Warren Consolidated Schools

Governmental Funds
Reconciliation of the Statement of Revenue, Expenditures,

and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year Ended June 30, 2016

Net Change in Fund Balances - Total Governmental Funds $ 79,162,753

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

Governmental funds report capital outlays as expenditures; however, in
the statement of activities, these costs are allocated over their
estimated useful lives as depreciation:

Depreciation expense $ (6,902,981)

Capitalized capital outlay 793,844 (6,109,137)

Governmental funds report proceeds from sale of assets as revenue; in
the statement of activities, these are recorded net of carrying value of
the disposed assets (393,513)

Revenue is reported in the statement of activities when earned. It is not
reported in the funds until collected or collectible within 60 days of
year end 344,328

Bond proceeds provide financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of
activities (116,375,000)

Underwriter's premium (discount) and deferred charges (interest) from
bond refundings are reported as revenue (expenditure) in the funds
and amortized in the statement of activities over the life of the
corresponding bond issue (19,158,218)

Repayment of bond principal and payments to escrow agents are
expenditures in the governmental funds, but not in the statement of
activities (where it reduces long-term debt) 72,370,178

Interest expense is recorded in the statement of activities when
incurred; it is not reported in governmental funds until paid
(excluding State Aid Note) (1,954,057)

Other postemployment benefit liabilities are recorded when earned or
actuarially determined, respectively, in the statement of activities. 
They are not reported in the governmental funds until paid 227,925

Impairment loss is recorded in the statement of activities when
incurred; it is not reported in governmental funds (3,051,476)

Revenue in support of pension contributions made subsequent to
measurement date (7,117,470)

Change in pension expense related to deferred items 7,465,976

Internal Service Fund amounts are included as part of governmental
activities 21

Change in Net Position of Governmental Activities $ 5,412,310

The Notes to Financial Statements are an
Integral Part of this Statement. 19



Warren Consolidated Schools

Proprietary Funds
Statement of Net Position

June 30, 2016

Proprietary

Fund - Internal

Service Fund

Assets
Cash and investments (Note 3) $ 7,522

Due from other funds (Note 7) 1,985,066

Total assets 1,992,588

Liabilities
Current liabilities:

Due to other funds (Note 7) 5,314
Provision for uninsured losses and liabilities (Notes 9 and 11) 483,022

Accrued compensated absences (Note 9) 913,500

Total current liabilities 1,401,836

Noncurrent liabilities:
Provision for uninsured losses and liabilities (Notes 9 and 11) 53,669

Accrued compensated absences (Note 9) 536,500

Total noncurrent liabilities 590,169

Total liabilities 1,992,005

Net Position - Unrestricted $ 583

The Notes to Financial Statements are an
Integral Part of this Statement. 20



Warren Consolidated Schools

Proprietary Fund
Statement of Revenue, Expenses, and Changes in Net Position

Year Ended June 30, 2016

Proprietary

Fund - Internal

Service Fund

Operating Revenue - Charges for services $ 1,299,792

Operating Expenses - Cost of benefits and claims - Net of reserve adjustments 1,299,792

Nonoperating Revenue - Interest 21

Change in Net Position 21

Net Position - Beginning of year 562

Net Position - End of year $ 583

The Notes to Financial Statements are an
Integral Part of this Statement. 21



Warren Consolidated Schools

Proprietary Fund - Internal Service Fund
Statement of Cash Flows

Year Ended June 30, 2016

Proprietary
Fund - Internal
Service Fund

Cash Flows from Operating Activities
Receipts from General Fund and Nutrition Service Fund for charges for services $ 1,685,678

Benefits and claims paid (1,697,208)

Net cash from operating activities (11,530)

Cash Flows from Investing Activities - Interest received on investments 21

Net Decrease in Cash and Investments (11,509)

Cash and Investments - Beginning of year 19,031

Cash and Investments - End of year $ 7,522

Reconciliation of Operating Income to Net Cash from Operating Activities
Operating income $ -
Adjustments to reconcile operating income to net cash from operating activities -

Changes in assets and liabilities:
Due from other funds 385,886
Due to other funds (6,215)
Accrued compensated absences (300,000)

Provision for uninsured losses and liabilities (91,201)

Net cash from operating activities $ (11,530)

The Notes to Financial Statements are an
Integral Part of this Statement. 22



Warren Consolidated Schools

Fiduciary Funds
Statement of Fiduciary Assets and Liabilities

June 30, 2016

Agency Funds

Assets - Cash (Note 3) $ 1,057,192

Liabilities
Due to student activities $ 1,023,721

Due to other funds (Note 7) 33,471

Total liabilities $ 1,057,192

The Notes to Financial Statements are an
Integral Part of this Statement. 23



Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies  

The accounting policies of Warren Consolidated Schools (the “School District”) conform
to accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The following is a summary of the significant
accounting policies used by the School District:

Reporting Entity

The School District is governed by an elected seven-member Board of Education. The
accompanying financial statements have been prepared in accordance with criteria
established by the Governmental Accounting Standards Board for determining the
various governmental organizations to be included in the reporting entity. These criteria
include significant operational financial relationships that determine which of the
governmental organizations are a part of the School District’s reporting entity and which
organizations are legally separate component units of the School District.  Based on the
application of the criteria, the School District does not contain any component units. 

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported
by taxes and intergovernmental revenue, 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 of a
given function or segment are offset by program revenue.  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 revenue are reported instead as general revenue. 

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements.  Major individual governmental funds are reported as separate
columns in the fund financial statements.
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

Government-wide Financial Statements - The government-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 government-wide financial statements.

When an expense is incurred for the purpose for which both restricted and unrestricted
net position or fund balance are available, the School District's policy is to first apply
restricted resources.  When an expense is incurred for the purpose for which amounts
in any of the unrestricted fund balance classifications could be used, it is the School
District's policy to spend funds in this order: committed, assigned, and unassigned.

Amounts reported as program revenue include (1) charges to customers or applicants
for goods, services, or privileges provided and (2) operating 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 Financial 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. Revenue not meeting this
definition is classified as a deferred inflow of resources.  For this purpose, the School
District considers revenue to be available if it is collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting.  However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due. 

Property taxes, unrestricted state aid, intergovernmental grants, and interest associated
with the current fiscal period are all considered to be susceptible to accrual and so have
been recognized as revenue of the current fiscal period.  All other revenue items are
considered to be available only when cash is received by the School District. 
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

Proprietary fund and fiduciary fund statements are also reported using the economic
resources measurement focus and the accrual basis of accounting.  Proprietary funds
distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal revenue of our proprietary fund relates to charges to the General Fund
and Nutrition Service Fund for compensated absences and risk liabilities.  Operating
expenses for proprietary funds include the cost of risk liabilities and compensated
absences. All revenue and expenses not meeting this definition are reported as
nonoperating revenue and expenses.

The School District reports the following major governmental funds:

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

2016 Building and Site Series A Capital Projects Fund - The 2016 Building and Site
Series A Capital Project Fund is used to account for and report the restricted bond
proceeds from the 2016 bond issue and other financial resources that are restricted to
expenditures in connection with renovating, remodeling, equipping, furnishing, and
improving School District facilities.

Additionally, the School District reports the following fund types:

The School District's school service funds are used to account for the proceeds of
specific revenue sources that are restricted to expenditure for specific purposes.  The
School District's school service funds include the Nutrition Service and Community
Service Funds.  Any operating deficit generated by these activities is the responsibility of
the General Fund.

The School District's debt service funds are used to record tax, interest, and other
revenue for payment of interest, principal, and other expenditures on long-term debt.

The Building and Site Capital Project Fund is used to record revenue and the
disbursement of invoices specifically designated for buildings, equipment, and for
remodeling and repairs. These funds operate until the purpose for which they were
created is accomplished.

The School District's proprietary fund is the Internal Service Fund.  The purpose of the
Internal Service Fund is to finance services provided to other funds on a cost
reimbursement basis.  The Internal Service Fund maintained by the School District is for
accrued compensated absences and risk liabilities.  It is funded by user charges from the
General and Nutrition Service Funds.
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

The School District's only fiduciary fund is the Activities (Agency) Fund.  This fund is
used to account for assets held by the School District in a trustee capacity or as an
agent, is custodial in nature (assets equal liabilities), and does not involve the
measurement of results of operations. The Activities (Agency) Fund currently
maintained by the School District records the transactions of student groups for school
and school-related purposes.  The funds are segregated and held in a trust for the
students.    

Assets, Liabilities, and Net Position or Equity

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

Receivables and Payables - In general, outstanding balances between funds are
reported as “due to/from other funds.”  Activities between funds that are representative
of lending/borrowing arrangements outstanding at the end of the fiscal year are referred
to as “advances to/from other funds.”  

The School District considers all receivables to be fully collectible; accordingly, no
allowance for uncollectible amounts is recorded.  Properties located in the cities of Troy
and Sterling Heights are assessed as of December 31 and the related property taxes are
levied and become a lien on July 1 of the following year and are due September 1.
Properties located in the City of Warren are assessed as of December 31 and the
related property taxes are levied and become a lien on July 1 of the following year for
approximately 50 percent of the taxes that are due on August 1 and December 1 for the
remainder of the property taxes that are due on January 31.  The final collection date for
all properties is February 28, at which time they are added to the county tax rolls. 

Inventories and Prepaid Costs - Inventories are valued at cost on a first-in, first-out
basis.  Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased. Certain payments to vendors reflect costs applicable to
future fiscal years and are recorded as prepaid costs in both government-wide and fund
financial statements. 

Restricted Assets - The unspent bond proceeds and related interest of the capital
projects funds require amounts to be set aside for construction.  Revenue from property
tax collections in the debt service funds is required to be set aside for future repayments
of bonded indebtedness.  These amounts have been classified as restricted assets.  
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

Capital Assets - Capital assets, which include land, buildings, site improvements, buses
and other vehicles, and furniture and equipment, are reported in the applicable
governmental activities column in the government-wide financial statements. Capital
assets are defined by the School District as assets with an initial individual cost of more
than $5,000 and an estimated useful life in excess of five years.  Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.  Costs
of normal repair and maintenance that do not add to the value or materially extend asset
life are not capitalized. The School District does not have infrastructure-type assets (i.e.,
roads, sewers, bridges, etc.).

Buildings, site improvements, buses and other vehicles, and furniture and equipment are
depreciated using the straight-line method over the following useful lives:  

Buildings and building additions 20 to 50 years
Site improvements 10 to 20 years
Buses and other vehicles 8 to 15 years
Furniture and other equipment 5 to 20 years

Compensated Absences (Vacation and Sick Leave) - The liability for compensated
absences reported in the government-wide and proprietary fund statements consists of
unpaid, accumulated annual balances for employee sick leave days and accrued vacation.
The liability has been calculated using the vesting method, in which leave amounts for
both employees who are currently eligible to receive termination payments and other
employees who are expected to become eligible in the future to receive such payments
upon termination are included. 

Long-term Obligations - In the government-wide financial statements and proprietary
fund financial statements, long-term debt and other long-term obligations are reported
as liabilities in the statement of net position.  Bond premiums and discounts are deferred
and amortized over the life of the bonds on a straight-line basis. Deferred charges
(interest) on refunding bonds are expended when the refunded bonds are called and
paid by the escrow agent. Bond issuance costs are reported as debt service
expenditures.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period.

The face amount of debt issued is reported as other financing sources.  Premiums
received on debt issuances are reported as other financing sources while discounts are
reported as other financing uses. Issuance costs are reported as debt service
expenditures.
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

The School District has a long-term obligation as a result of the other postemployment
benefits provided to eligible retirees.  See Note 11 for further details.

Deferred Outflows/Inflows of Resources - In addition to assets, the statement of
financial position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element represents a consumption of net
position or fund balance that applies to a future period and so will not be recognized as
an outflow of resources (expense/expenditure) until then. The School District has two
types of items that qualify for reporting in this category.  The first is the deferred charge
on refunding reported in the government-wide statement of net position.  A deferred
charge on refunding results from the difference in carrying value of refunded debt and its
reaquisition price.  This amount is deferred and amortized over the shorter of the life of
the refunded or refunding debt.  The second is the deferred charge for the unfunded
pension benefit obligation reported in the government-wide statement of net position.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element
represents an acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The School District has
three types of items. The first item arises only under a modified accrual basis of
accounting, and is therefore only reported in the governmental funds balance sheet. The
governmental funds report unavailable revenue from property taxes and other sources
that are not collected during the period of availability. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available.
The second and third items include amounts for funding received through state
appropriations for contributions to the MPSERS pension plan after the measurement
date of $7,117,470 and amounts related to the pension plan of $18,960,078 (Note 12).  

Fund Balance - In the fund financial statements, governmental funds report the
following components of fund balance:

 Nonspendable: Amounts that are not in spendable form or are legally or
contractually required to be maintained intact

 Restricted: Amounts that are legally restricted by outside parties, constitutional
provisions, or enabling legislation for use for a specific purpose

 Committed: Amounts that have been formally set aside by the Board of Education
for use for specific purposes. Commitments are made and can be rescinded only via
resolution of the Board of Education.
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

 Assigned: Intent to spend resources on specific purposes expressed by the Board of
Education or superintendent, who is authorized by the Board of Education to make
assignments

 Unassigned: Amounts that do not fall into any other category above.  This is the
residual classification for amounts in the General Fund and represents fund balance
that has not been assigned to other funds and has not been restricted, committed, or
assigned to specific purposes in the General Fund. In other governmental funds, only
negative unassigned amounts are reported, if any, and represent expenditures
incurred for specific purposes exceeding the amounts previously restricted,
committed, or assigned to those purposes.

The Board of Education has adopted a fund balance policy.  The fund balance policy
prescribes the minimum fund balance as 12 percent of expenditures in the General
Fund. This is deemed to be the prudent amount to maintain the School District’s ability
to meet obligations as they come due throughout the year.  If the fund balance declines
below 12 percent, it shall be recovered at a rate of one-half of 1 percent minimally each
year.

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 disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the
period.  Actual results could differ from those estimates.

Comparative Data/Reclassifications - Comparative data is not included in the School
District’s financial statements.  

Pensions - For the purpose of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, pension expense,
information about the fiduciary net position of the Michigan Public School Employees’
Retirement System (MPSERS), and additions to/deductions from MPSERS fiduciary net
position have been determined on the same basis as they are reported by MPSERS.
MPSERS uses the economic resources measurement focus and the full accrual basis of
accounting. Contribution revenue is recorded as contributions are due, pursuant to legal
requirements. Benefit payments (including refunds of employee contributions) are
recognized as expense when due and payable in accordance with the benefit terms.
Related plan investments are reported at fair value.
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Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Business and Significant Accounting Policies
(Continued)

Adoption of New Standard - As of June 30, 2016, the School District adopted
Governmental Accounting Standards Board (GASB) Statements No. 72, Fair Value
Measurement and Application and No. 79, Certain External Investment Pools and Pool
Participants.  GASB Statement No. 72 provides guidance for determining a fair value
measurement for reporting purposes and applying fair value to certain investments and
disclosures related to all fair value measurements. GASB Statement No. 79 provides
guidance for determining whether certain investment pools can continue to be
accounted for using amortized cost. The adoption did not have a significant impact on
amounts reported in the financial statements.   

Note 2 - Stewardship, Compliance, and Accountability    

Budgetary Information - Annual budgets are adopted on a basis consistent with
generally accepted accounting principles for the General Fund and all special revenue
funds, except that operating transfers and debt proceeds and payments have been
included in the "revenue" and "expenditures" categories, rather than as "other financing
sources (uses)."   All annual appropriations lapse at fiscal year end.

The budget document presents information by fund and function.  The legal level of
budgetary control adopted by the governing body (i.e., the level at which expenditures
may not legally exceed appropriations) is the function level.  

The statement of revenue, expenditures, and changes in fund balance presents capital
outlay separately, as required by generally accepted accounting principles.

State law requires the School District to have its budget in place by July 1.  Expenditures
in excess of amounts budgeted are a violation of Michigan law.  State law permits
districts to amend their budgets during the year.  During the year, the budget was
amended in a legally permissible manner. Significant adjustments to federal and state
source revenue and related expenditures were needed to reflect changes in current
funding unknown at the time of the original budget. 

Encumbrance accounting is employed in governmental funds.  Encumbrances (e.g.,
purchase orders, or contracts) outstanding at year end do not constitute expenditures
or liabilities because the goods or services have not been received as of year end; the
commitments will be reappropriated and honored during the subsequent year.
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Notes to Financial Statements
June 30, 2016

Note 3 - Deposits and Investments    

State statutes and the School District’s investment policy authorize the School District to
make deposits in the accounts of federally insured banks, credit unions, and savings and
loan associations that have offices in Michigan.  The School District is allowed to invest in
U.S. Treasury or agency obligations; U.S. government repurchase agreements; bankers’
acceptances; commercial paper rated prime at the time of purchase that matures not
more than 270 days after the date of purchase; mutual funds; and investment pools that
are composed of authorized investment vehicles.  The School District’s deposits are in
accordance with statutory authority.

The School District has designated two banks for the deposit of its funds.

The investment policy adopted by the board in accordance with the state statutes has
authorized investment in bonds and securities of the United States government and bank
accounts, CDs, and all other investments as noted by the state statutory authority listed
above.

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

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in the
event of a bank failure, the School District’s deposits may not be returned to it. The
School District’s investment policy requires that financial institutions be evaluated and
only those with an acceptable risk level be used for the School District’s deposits for
custodial credit risk.  At year end, the School District’s deposit balance of approximately
$100,610,191 included $100,360,191 of bank deposits (checking and money market
accounts) that were uninsured and uncollateralized. The School District believes that
due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is
impractical to insure all deposits.  As a result, the School District evaluates each financial
institution with which it deposits funds and assesses the level of risk of each institution;
only those institutions with an acceptable estimated risk level are used as depositories.

Custodial Credit Risk of Investments - Custodial credit risk is the risk that in the
event of the failure of the counterparty, the School District will not be able to recover
the value of its investments or collateral securities that are in the possession of an
outside party. The School District’s policy for custodial credit risk states that custodial
credit risk will be minimized by limiting investments to the types of securities allowed by
state law, and by pre-qualifying the financial institutions, broker/dealers, intermediaries,
and advisors with which the School District will do business using the criteria established
in the investment policy. The School District does not have investments with custodial
credit risk.
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Notes to Financial Statements
June 30, 2016

Note 3 - Deposits and Investments (Continued)

Interest Rate Risk - Interest rate risk is the risk that the value of investments will
decrease as a result of a rise in interest rates. The School District’s investment policy
does not restrict investment maturities, other than commercial paper, which can only be
purchased with a 270-day maturity. The School District’s policy minimizes interest rate
risk by requiring the structuring of the investment portfolio so that securities mature to
meet cash requirements for ongoing operations, thereby avoiding the need to sell
securities in the open market, and investing operating funds primarily in shorter-term
securities, liquid asset funds, money market mutual funds, or similar investment pools
and limiting the average maturity in accordance with the School District’s cash
requirements.  As of June 30, 2016, the School District has $3,415,664 of investments in
U.S. Treasury securities with maturity dates of February 15, 2027.

Credit Risk - State law limits investments in commercial paper to the top two ratings
issued by nationally recognized statistical rating organizations. The School District’s
investment policy does not further limit its investment choices. The School District does
not have investments with credit risk. 

Concentration of Credit Risk - The School District places no limit on the amount the
School District may invest in any one issuer. The School District’s policy minimizes
concentration of credit risk by requiring diversification of the investment portfolio so
that the impact of potential losses from any one type of security or issuer will be
minimized.

Foreign Currency Risk - Foreign currency risk is the risk that an investment
denominated in the currency of a foreign country could reduce its U.S. dollar value as a
result of changes in foreign currency exchange rates. State law and the School District’s
policy prohibit investment in foreign currency.

Note 4 - Fair Value Measurement

The School District categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based
on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are
quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs.  Investments that
are measured at fair value using the net asset value per share (or its equivalent) as a
practical expedient are not classified in the fair value hierarchy below.

In instances whereby inputs used to measure fair value fall into different levels in the
above fair value hierarchy, fair value measurements in their entirety are categorized
based on the lowest level input that is significant to the valuation. The School District’s
assessment of the significance of particular inputs to these fair value measurements
requires judgment and considers factors specific to each asset. 
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Note 4 - Fair Value Measurement (Continued)

The School District has recurring fair value measurements as of June 30, 2016 of
$3,415,664 in U.S. Treasury securities.  The fair value of U.S treasury securities at June
30, 2016 was determined primarily based on Level 2 inputs.  The School District
estimates the fair value of these investments using other inputs such as interest rates and
yield curves that are observable at commonly quoted intervals.

Note 5 - Receivables and Unavailable/Unearned Revenue  

Receivables as of year end for the School District’s major fund and the nonmajor funds in
the aggregate are as follows:

General Fund

Nonmajor

Funds Total

Receivables:
Taxes receivable $ 2,311,174 $ 545,570 $ 2,856,744
Accounts receivable 290,153 129,482 419,635

Due from other governmental units 22,524,417 355,233 22,879,650

Total receivables $ 25,125,744 $ 1,030,285 $ 26,156,029

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

Governmental Funds

Deferred

Inflow -

Unavailable

Liability -

Unearned

Delinquent property taxes $ 2,840,269 $ -
Other accounts receivable not considered available to

liquidate liabilities of the current period 202,831 -
Other payments received prior to meeting all eligibility

requirements - 227,934
Grant and categorical aid payment received prior to

meeting all eligibility requirements - 428,158

Total $ 3,043,100 $ 656,092
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Note 6 - Capital Assets    

Capital asset activity of the School District’s governmental activities was as follows:  

Balance 
July 1, 2015

Additions/

Transfers Disposals
Balance 

June 30, 2016

Governmental Activities

Capital assets not being depreciated:
Land $ 3,756,862 $ - $ 357,074 $ 3,399,788
Construction in progress 23,390 (23,390) - -

Subtotal 3,780,252 (23,390) 357,074 3,399,788

Capital assets being depreciated:
Land improvements 75,487,750 53,693 670,882 74,870,561
Buildings and improvements 181,241,273 49,649 3,419,655 177,871,267
Furniture and equipment 37,121,545 206,024 160,245 37,167,324
Buses and other vehicles 11,312,189 507,868 364,393 11,455,664

Subtotal 305,162,757 817,234 4,615,175 301,364,816

Accumulated depreciation:
Land improvements 33,737,621 2,527,472 160,556 36,104,537
Buildings and improvements 61,263,855 2,259,515 982,078 62,541,292
Furniture and equipment 26,587,530 1,532,523 56,672 28,063,381
Buses and other vehicles 8,309,366 583,471 327,954 8,564,883

Subtotal 129,898,372 6,902,981 1,527,260 135,274,093

Net capital assets being depreciated 175,264,385 (6,085,747) 3,087,915 166,090,723

Net capital assets $ 179,044,637 $ (6,109,137) $ 3,444,989 $ 169,490,511

Depreciation expense was not allocated to governmental activities as the School District
considers its assets to impact multiple activities and allocation is not practical.

Asset Impairment - Disposals above include an impairment loss of $3,051,476, on a
net basis.  After the loss, capital assets reported in the governmental activities as of June
30, 2016 include idle and impaired assets of approximately $737,000.  The idle and
impaired assets relate to an elementary school no longer used by the School District.
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Note 7 - Interfund Receivables, Payables, and Transfers  

The composition of interfund balances is as follows:

Fund Due From

Fund Due To General Fund

2016 Building

and Site Series

A Capital

Projects Fund

Nonmajor

Governmental

Funds

Internal Service

Fund

Activities

(Agency) Fund Total

General Fund $ - $ 167,204 $ 90,157 $ - $ 33,403 $ 290,764
Nonmajor governmental funds 35,793 - - 5,314 68 41,175
Internal Service Fund 1,985,066 - - - - 1,985,066

Total $ 2,020,859 $ 167,204 $ 90,157 $ 5,314 $ 33,471 $ 2,317,005

These balances result from the time lag between the dates that goods and services are
provided or reimbursable expenditures occur, transactions are recorded in the
accounting system, and payments between funds are made.  

The Nutrition Service Fund transferred funds totaling $200,000 to the General Fund for
current year indirect costs.  The Community Service Fund transferred $192,740 to the
General Fund for support.

Note 8 - State Aid Anticipation Note  

In August 2015, the School District borrowed $17,000,000 under debt facilities.  The
debt bore interest at a blended effective rate of 1.30 and was repaid on August 22,
2016.  At June 30, 2016, the School District had $17,000,000 of the state aid anticipation
notes outstanding and recorded accrued interest of approximately $190,000.

Note 9 - Long-term Debt    

The School District issues bonds and other contractual commitments to provide for the
acquisition and construction of major capital facilities and the acquisition of certain
equipment. General obligation bonds are direct obligations and pledge the full faith and
credit of the School District. Qualified bonds are fully guaranteed by the State of
Michigan. Other long-term obligations include postemployment retiree healthcare
benefits, compensated absences, and certain risk liabilities.
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Note 9 - Long-term Debt (Continued)

Governmental activities long-term debt activity can be summarized as follows:

Beginning
Balance Additions Reductions Ending Balance

Due Within
One Year

Governmental Activities

Bonds $ 137,870,000 $ 116,375,000 $ 69,680,000 $ 184,565,000 $ 7,785,000
Plus deferred amounts:

Issuance discounts (1,221,861) - (532,033) (689,828) (74,381)
Issuance premiums 4,021,213 19,158,218 536,944 22,642,487 1,729,097

Total bonds payable 140,669,352 135,533,218 69,684,911 206,517,659 9,439,716

Postemployment retiree healthcare
benefits 1,654,020 617,730 845,655 1,426,095 900,000

Compensated absences 1,750,000 807,927 1,107,927 1,450,000 913,500

Risk liabilities 627,892 423,918 515,119 536,691 483,022

Total governmental
activities $ 144,701,264 $ 137,382,793 $ 72,153,612 $ 209,930,445 $ 11,736,238

Interest expenditures at the governmental fund level totaled approximately $5,232,000
for the year ended June 30, 2016.

Annual debt service requirements to maturity for the above governmental activities
bond obligations are as follows:

Governmental Activities

Years Ending

June 30 Principal Interest

Maximum

Interest Subsidy Net Interest Total - Net

2017 $ 7,785,000 $ 8,883,655 $ (828,000) $ 8,055,655 $ 15,840,655
2018 8,915,000 8,625,875 (828,000) 7,797,875 16,712,875
2019 9,535,000 8,270,475 (828,000) 7,442,475 16,977,475
2020 8,325,000 7,852,337 (828,000) 7,024,337 15,349,337
2021 8,345,000 7,472,563 (828,000) 6,644,563 14,989,563

2022-2026 43,315,000 31,609,875 (4,140,000) 27,469,875 70,784,875
2027-2031 53,680,000 17,682,487 (828,000) 16,854,487 70,534,487
2032-2036 43,665,000 6,487,500 - 6,487,500 50,152,500

2037 1,000,000 40,000 - 40,000 1,040,000

Total $ 184,565,000 $ 96,924,767 $ (9,108,000) $ 87,816,767 $ 272,381,767
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Note 9 - Long-term Debt (Continued)

General obligation bonds consist of the following at June 30, 2016:

$9,995,000 serial bonds due in annual installments of $1,270,000 to
$3,055,000 between May 1, 2022 and May 1, 2027; interest at 4.00
percent $ 9,495,000

$15,000,000 qualified serial bonds due in a single installment of
$15,000,000 on May 1, 2027; interest at 6.375 percent. In order to
provide repayment at final maturity, a set-aside arrangement is being
used.  The School District invested $3,419,979 into a set-aside account
as of June 30, 2016. The interest payments made each year by the
School District, through maturity, will be subsidized by the federal
government (as shown above in the debt service requirements table) 15,000,000

$11,050,000 serial bonds due in annual installments of $1,550,000 to
$3,950,000 through May 1, 2022; interest at 3.0 to 5.00 percent 9,100,000

$14,805,000 qualified term and serial bonds due in annual installments
of $175,000 to $1,000,000 through May 1, 2037; interest at 2.0 to 5.00
percent 14,555,000

$11,085,000 serial bonds due in annual installments of $1,205,000 to
$1,315,000 through May 1, 2022; interest at 2.0 to 4.0 percent 7,530,000

$20,810,000 qualified serial bonds due in annual installments of
$2,375,000 to $2,635,000 through May 1, 2021; interest at 4.0 to 5.0
percent 12,510,000

$29,285,000 qualified serial bonds due in annual installments of
$1,895,000 to $6,080,000 beginning May 1, 2025 through May 1, 2035;
interest at 5.0 percent 29,285,000

$25,755,000 serial bonds due in annual installments of $260,000 to
$5,695,000 through May 1, 2025; interest at 4.0 to 5.0 percent 25,755,000

$61,335,000 qualified serial bonds due in annual installments of
$160,000 to $6,000,000 through May 1, 2036; interest at 4.0 to 5.0
percent 61,335,000

Total bonded debt $ 184,565,000
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Note 9 - Long-term Debt (Continued)

Current Refunding - During the current year, the School District issued $55,040,000
in general obligation bonds with an average effective interest rate of 3.14 percent.  The
proceeds of these bonds were used to refund $29,050,000 of outstanding 2006
Refunding Bonds with an average interest rate of 4.45 percent and $33,475,000 of
outstanding 2010 Building and Site Series A Bonds with an average interest rate of 4.35
percent.  The net proceeds of $65,215,178 (after payment of $611,928 in underwriting
fees and insurance) were deposited in an irrevocable trust with an escrow agent and
subsequently used to redeem in full the aforementioned bonds. All of the
aforementioned refunded bonds were fully redeemed by June 30, 2016.  As a result, the
bonds are considered to be defeased and the liability for the bonds has been removed
from the School District’s long-term obligations. The refunding reduced total debt
service payments by $5,384,556, which represents an economic gain of $4,369,961.

Note 10 - Restricted Cash and Investments    

The balances for the restricted cash and investment accounts as of June 30, 2016 are as
follows:

Unspent bond proceeds and related interest $ 71,316,286
Property tax collections for repayment of bonded indebtedness 2,090,806

Funds invested (set-aside) for future repayment of bonded indebtedness 3,415,979

Total restricted cash and investments $ 76,823,071

Note 11 - Risk Management    

The School District is exposed to various risks of loss related to property loss, torts,
errors and omissions, and employee injuries (workers’ compensation), as well as
medical benefits provided to certain employees. During the fiscal year ended June 30,
2016, the School District purchased commercial insurance for health and dental claims
for all employees.  The School District participates in the SET-SEG (risk pool) for claims
relating to property, casualty, torts, and errors and omissions; the School District is self-
insured for workers’ compensation. Settled claims relating to the commercial insurance
have not exceeded the amount of insurance coverage in any of the past three fiscal
years. 

The shared-risk pool program in which the School District participates operates as a
common risk-sharing management program for school districts in Michigan; member
premiums are used to purchase commercial excess insurance coverage and to pay
member claims in excess of deductible amounts.
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Note 11 - Risk Management (Continued)

The School District estimates the liability for workers’ compensation that have been
incurred through the end of the fiscal year, including both those claims that have been
reported as well as those that have not yet been reported.  These estimates are
recorded in the government-wide statements. Changes in the estimated liability for the
past two fiscal years were as follows:

Workers'

Compensation

Estimated liability - June 30, 2014 $ 827,332
Estimated claims incurred - Including changes in estimates 376,493

Claim payments - Net of reinsurance refunds (575,933)

Estimated liability - June 30, 2015 627,892

Estimated claims incurred - Including changes in estimates 423,918

Claim payments - Net of reinsurance refunds (515,119)

Estimated liability - June 30, 2016 $ 536,691

Note 12 - Michigan Public School Employees’ Retirement System  

Plan Description - The School District participates in the Michigan Public School
Employees’ Retirement System (MPSERS or the "System"), a statewide, cost-sharing,
multiple-employer defined benefit public employee retirement system governed by the
State of Michigan that covers substantially all employees of the School District.  The
System provides retirement, survivor, and disability benefits to plan members and their
beneficiaries. The System also provides postemployment healthcare benefits to retirees
and beneficiaries who elect to receive those benefits. 

The Michigan Public School Employees’ Retirement System issues a publicly available
financial report that includes financial statements and required supplemental information
for the pension and postemployment healthcare plans.  That report is available on the
web at http://www.michigan.gov/orsschools, or by writing to the Office of Retirement
System (ORS) at 7150 Harris Drive, P.O. Box 30171, Lansing MI 48909. 

Contributions - Public Act 300 of 1980, as amended, required the School District to
contribute amounts necessary to finance the coverage of pension benefits of active and
retired members.  Contribution provisions are specified by State statute and may be
amended only by action of the State Legislature. Under these provisions, each School
District's contribution is expected to finance the costs of benefits earned by employees
during the year, with an additional amount to finance a portion of the unfunded accrued
liability.  
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Note 12 - Michigan Public School Employees’ Retirement System
(Continued)

School District’s contributions are determined based on employee elections.  There are
seven different benefit options included in the plan available to employees based on date
of hire. Contribution rates are adjusted annually by the ORS.

The range of rates are as follows:

School District
October 1, 2014 - September 30, 2015 18.76% - 23.07%
October 1, 2015 - June 30, 2016 14.56% - 18.95%

Depending on the plan selected, plan member contributions range from 0 percent up to
7.0 percent of gross wages.  Plan members electing into the defined contribution plan
are not required to make additional contributions.  

The School District’s required and actual contributions to the plan for the year ended
June 30, 2016 was $24,556,024. The School District's required and actual contributions
include an allocation of $7,117,470 of revenue received from the State of Michigan, and
remitted to the system, to fund the MPSERS Unfunded Actuarial Accrued Liability
(UAAL) Stabilization Rate for the year ended June 30, 2016.

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 calculated as
final average compensation times years of service times a pension factor ranging from
1.25 to 1.50 percent.  The requirements to retire range from attaining the age of 46 to
60 with years of service ranging from 5 to 30 years, depending on when the employee
became a member.  Early retirement is computed in the same manner as a regular
pension, but is permanently reduced 0.50 percent for each full and partial month
between the pension effective date and the date the member will attain age 60.  There
is no mandatory retirement age.

Members are eligible for non-duty disability benefits after 10 years of service and for
duty-related disability benefits upon hire.  Disability retirement benefits are determined
in the same manner as retirement benefits but are payable immediately without an
actuarial reduction.  The disability benefits plus authorized outside earnings are limited
to 100 percent of the participant’s final average compensation with an increase of
2 percent each year thereafter.  

Benefits may transfer to a beneficiary upon death and are determined in the same
manner as retirement benefits, but with an actuarial reduction.
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(Continued)

Benefit terms provide for annual cost-of-living adjustments to each employee’s
retirement allowance subsequent to the employee’s retirement date. The annual
adjustment, if applicable, is 3 percent.  For some members who do not receive an
annual increase, they are eligible to receive a supplemental payment in those years when
investment earnings exceed actuarial assumptions.

Net Pension Liability, Deferrals, and Pension Expense - At June 30, 2016, the
School District reported a liability of $262,371,334 for its proportionate share of the net
pension liability.  The net pension liability was measured as of September 30, 2015 and
the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of September 30, 2014, which used update procedures to roll
forward the estimated liability to September 30, 2015. The School District’s proportion
of the net pension liability was based on a projection of its long-term share of
contributions to the pension plan relative to the projected contributions of all
participating reporting units, actuarially determined. At September 30, 2015, the School
District’s proportion was 1.074191 percent.

For the year ended June 30, 2016, the School District recognized pension expense of
$17,444,174, exclusive of payments to fund the MPSERS UAAL Stabilization Rate.  At
June 30, 2016, the School District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Difference between expected and actual experience $ - $ (869,051)
Changes of assumptions 6,460,138 -
Net difference between projected and actual earnings

on pension plan assets 1,339,194 -
Changes in proportion and differences between the

School District's contributions and proportionate
share of contributions 509,568 (18,091,027)

The School District's contributions subsequent to the
measurement date 19,358,285 -

Total $ 27,667,185 $ (18,960,078)
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(Continued)

Amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Years Ending
June 30 Amount

2017 $ (3,995,583)
2018 (3,995,583)
2019 (4,345,676)
2020 1,685,664
2021 -

Thereafter -

Total $ (10,651,178)

In addition, the contributions subsequent to the measurement date will be included as a
reduction of the net pension liability in the next year. 

Actuarial Assumptions - The total pension liability as of September 30, 2015 is based
on the results of an actuarial valuation date of September 30, 2014 and rolled forward:

Actuarial cost method - Entry age normal cost actuarial cost method

Investment rate of return - 7.00 to 8.00 percent, net of investment expenses based
on the groups

Salary increases - 3.50 to 12.3 percent, including wage inflation of 3.5
percent

Mortality basis - RP2000 Combined Healthy Mortality Table, adjusted for
mortality improvements to 2025 using projection scale
BB

Cost of living pension 
    adjustments - 3 percent annual noncompounded for MIP members

The actuarial assumptions used for the September 30, 2014 valuation were based on the
results of an actuarial experience study for the period from October 1, 2007 to
September 30, 2012.  As a result of this study, the actuarial assumptions were adjusted
to more closely reflect actual experience.  
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Discount Rate - The discount rate used to measure the total pension liability was  7.00
to 8.00 percent depending on the plan option. The projection of cash flows used to
determine the discount rate assumed that employee contributions will be made at the
current contribution rate and that employer contributions will be made at contractually
required rates.  Based on those assumptions, the pension plan’s fiduciary net position
was projected to be available to make all projected future benefit payments for current
active and inactive employees. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.  

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense, and inflation)
are developed for each major asset class.  These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation.  The target
allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Investment Category
Target

Allocation

Long-term
Expected Real
Rate of Return

Domestic equity pools %28.0 %5.9
Private equity pools 18.0 9.2
International equity pools 16.0 7.2
Fixed-income pools 10.5 0.9
Real estate and infrastructure pools 10.0 4.3
Real return, opportunistic, and absolute pool 15.5 6.0

Short-term investment pools 2.0 -

Total %100.0
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The
following presents the net pension liability of the School District calculated using the
discount rate of 7.00 to 8.00 percent, depending on the plan option. The following also
reflects what the School District’s net pension liability would be if it were calculated
using a discount rate that is 1.00 percentage point lower (6.0 to 7.0 percent) or 1.00
percentage point higher (8.0 to 9.0 percent) than the current rate:

1.00 Percent Decrease
 (6.0 to 7.0 Percent)

Current Discount Rate
 (7.0 to 8.0 Percent)

1.00 Percent Increase
 (8.0 to 9.0 Percent)

$ 338,263,908 $ 262,371,334 $ 198,390,787

Pension Plan Fiduciary Net Position - Detailed information about the pension plan’s
fiduciary net position is available in the separately issued MPSERS financial report.

Payable to the Pension Plan - At June 30, 2016, the School District reported a
payable of $3,690,154 for the outstanding amount of contributions to the pension plan
required for the year ended June 30, 2016.  

Postemployment Benefits Other Than Pensions (OPEB) - Under the MPSERS act,
all retirees participating in the MPSERS pension plan have the option of continuing
health, dental, and vision coverage through MPSERS.  Retirees electing this coverage
contribute an amount equivalent to the monthly cost for Part B Medicare and 10
percent, or 20 percent for those not Medicare eligible, of the monthly premium amount
for the health, dental, and vision coverage at the time of receiving the benefits. The
MPSERS board of trustees annually sets the employer contribution rate to fund the
benefits on a pay-as-you-go basis. Participating employers are required to contribute at
that rate.  The employer contribution rate ranged from 2.2 to 2.71 percent of covered
payroll for the period from July 1, 2015 to September 30, 2015 and from 6.4 to 6.83
percent of covered payroll for the period from October 1, 2015 through June 30, 2016
dependent upon the employee’s date of hire and plan election as noted above.
Members can choose to contribute 3 percent of their covered payroll to the Retiree
Healthcare Fund and keep this premium subsidy benefit or they can elect not to pay the
3 percent contribution and instead choose the Personal Healthcare Fund, which can be
used to pay healthcare expenses in retirement. Members electing the Personal
Healthcare Fund will be automatically enrolled in a 2 percent employee contribution
into their 457 account as of their transition date and create a 2 percent employer match
into the employee’s 403B account.

45



Warren Consolidated Schools

Notes to Financial Statements
June 30, 2016

Note 12 - Michigan Public School Employees’ Retirement System
(Continued)

The School District’s required and actual contributions to the plan for retiree healthcare
benefits for the years ended June 30, 2016, 2015, and 2014 were $5,005,000,
$3,836,000, and $7,451,000, respectively. In addition, a portion ranging from 35 to 100
percent of the the MPSERS Unfunded Actuarial Accrued Liability (UAAL) Stabilization
Rate is considered a contribution to the retiree healthcare plan. 

Note 13 - Postemployment Benefits Other Than Pension    

Plan Description - The School District provides retiree healthcare benefits to eligible
retirees.  All retirees who elect to continue health coverage through MPSERS are
reimbursed by the School District for the unpaid portion of their Blue Cross/Blue Shield
or Health Alliance Plan healthcare coverage premiums for the life of the retiree.
Additionally, the School District also provides group life insurance for all qualifying
retirees, at various levels of coverage, as determined by the contract under which the
retiree was employed.  This is a single-employer defined benefit plan administered by
the School District.  The benefits are provided under collective bargaining agreements.
The plan does not issue a separate stand-alone financial statement.  Administrative costs
are paid by the School District through the General Fund.

Funding Policy - Active plan members are currently not obligated to make
contributions to the plan.  The School District has no obligation to make contributions in
advance of when the insurance premiums are due for payment (in other words, this may
be financed on a "pay-as-you-go" basis). The costs of administering the plan are
ultimately borne by the School District's General Fund.
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Funding Progress - For the year ended June 30, 2016, the School District estimated
the cost of providing retiree healthcare benefits through an actuarial valuation
performed as of June 30, 2016. The valuation computed an annual required
contribution, which represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal costs each year and amortize any unfunded actuarial liabilities
over a period not to exceed 30 years.  The valuation's computed contribution and actual
funding are summarized as follows:  

Annual required contribution (recommended) $ 661,623
Interest on the net OPEB obligation 66,161

Less adjustment to the annual required contribution (110,054)

Annual OPEB cost 617,730

Amounts contributed - Payment of current premiums (845,655)

Decrease in net OPEB obligation (227,925)

OPEB obligation - Beginning of year 1,654,020

OPEB obligation - End of year $ 1,426,095

The annual OPEB costs, the percentage contributed to the plan, and the net OPEB
obligation for the current and preceding year were as follows:

Fiscal Year Ended June 30

2016 2015

Annual OPEB costs $ 617,730 $ 511,782
Percentage contributed 136.9% 168.1%
Net OPEB obligation $ 1,426,095 $ 1,654,020

The current funding progress of the plan as of the most recent valuation date is as
follows:

Market value of assets $ -
Actuarial accrued liability (AAL) 9,814,175
Unfunded AAL (UAAL) 9,814,175
Funded ratio -
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Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve
estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future.  Examples include assumptions about future
employment, mortality, and the healthcare cost trend.  Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future.

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

In the June 30, 2016 actuarial valuation, the entry age normal (level percent) cost
method was used.  The actuarial assumptions included a 4.0 percent discount rate and
an annual healthcare cost trend rate of 8 percent initially, reduced by decrements to an
ultimate rate of 5 percent (pre-65) and 5 percent in all years (post-65).  The UAAL is
being amortized using the level dollar amortization method on a closed basis.  The
remaining amortization period at June 30, 2016 was 22 years.

Note 14 - Contingent Liabilities    

The School District is a defendant in various lawsuits arising out of the normal course of
operations. Probable outcomes are currently unknown and the current financial
exposure to the School District is not readily determinable. The School District will
vigorously defend its positions in these lawsuits.

Note 15 - Subsequent Events  

Subsequent to June 30, 2016, the School District entered into a capital lease for copiers
with payments totaling approximately $563,000 over five years. 
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Notes to Financial Statements
June 30, 2016

Note 16 - Upcoming Accounting Pronouncements  

In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, which addresses reporting by
governments that provide postemployment benefits other than pensions (OPEB) to
their employees and for governments that finance OPEB for employees of other
governments.  This OPEB standard will require the School District to recognize on the
face of the financial statements its proportionate share of the net OPEB liability related
to its participation in the MPSERS plan. The statement also enhances accountability and
transparency through revised note disclosures and required supplemental information
(RSI).   The School District is currently evaluating the impact this standard will have on
the financial statements when adopted. The provisions of this statement are effective for
the School District’s financial statements for the year ending June 30, 2018.
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Warren Consolidated Schools

Required Supplemental Information
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2016

Original Budget Final Budget Actual

Over (Under)

Final Budget

Revenue
Local sources $ 44,300,000 $ 40,236,000 $ 40,257,512 $ 21,512
State sources 107,044,000 110,994,000 110,226,344 (767,656)
Federal sources 6,746,000 7,535,000 6,318,325 (1,216,675)

Interdistrict and other sources 4,308,000 4,426,000 4,357,459 (68,541)

Total revenue 162,398,000 163,191,000 161,159,640 (2,031,360)

Expenditures

Current:
Instruction:

Basic program 77,262,000 78,480,000 78,070,212 (409,788)
Added needs 18,905,000 19,782,000 18,884,626 (897,374)
Adult/Continuing education 56,000 154,000 93,363 (60,637)

Support services:
Pupil 13,438,000 14,220,000 14,109,177 (110,823)
Instructional staff 6,910,000 7,827,000 6,608,024 (1,218,976)
General administration 1,116,000 1,158,000 1,095,537 (62,463)
School administration 9,918,000 10,248,000 10,000,043 (247,957)
Business 2,376,000 2,452,000 2,339,287 (112,713)
Operations and maintenance 14,908,000 15,021,000 13,829,619 (1,191,381)
Pupil transportation services 5,456,000 5,131,000 4,659,110 (471,890)
Central 4,471,000 4,379,000 3,764,917 (614,083)
Other support services 2,231,000 2,083,000 1,965,949 (117,051)

Community services/other 490,000 521,000 462,303 (58,697)

Total expenditures 157,537,000 161,456,000 155,882,167 (5,573,833)

Excess of Revenue Over Expenditures 4,861,000 1,735,000 5,277,473 3,542,473

Other Financing Sources 
Proceeds from sale of capital assets - - 420,790 420,790

Transfers in 373,000 342,000 392,740 50,740

Total other financing
sources 373,000 342,000 813,530 471,530

Net Change in Fund Balance 5,234,000 2,077,000 6,091,003 4,014,003

Fund Balance - Beginning of year (364,858) (364,858) (364,858) -

Fund Balance - End of year $ 4,869,142 $ 1,712,142 $ 5,726,145 $ 4,014,003
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Warren Consolidated Schools

Required Supplemental Information
Schedule of Warren Consolidated Schools Proportionate Share of

the Net Pension Liability
Michigan Public School Employees' Retirement System
Determined as of the Plan Year Ended September 30

2015 2014

School District’s proportion of the net pension
liability %1.07419 %1.17126

School District’s proportionate share of the net
pension liability $ 262,371,334 $ 257,981,079

School District’s covered employee payroll $ 89,147,715 $ 100,635,589

School District’s proportionate share of the net
pension liability as a percentage of its
covered employee payroll %294.31 %256.35

Plan fiduciary net position as a percentage of
the total pension liability %62.92 %66.20
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Warren Consolidated Schools

Required Supplemental Information
Schedule of Warren Consolidated Schools Contributions

Michigan Public School Employees' Retirement System
Determined as of the Year Ended June 30

2016 2015

Statutorily required contribution $ 24,385,476 $ 20,933,475

Contributions in relation to the
statutorily required contribution 24,385,476 20,933,475

Contribution deficiency (excess) - -

School District’s covered employee
payroll 86,861,142 92,499,737

Contributions as a percentage of
covered employee payroll %28.07 %22.63
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Warren Consolidated Schools

Note to Pension Required Supplemental Information Schedules
Year Ended June 30, 2016

Benefit Changes - There were no changes of benefit terms for the plan year ended September
30, 2015.   

Changes in Assumptions - There were no changes of benefit assumptions for the plan year
ended September 30, 2015.
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Warren Consolidated Schools

Other Supplemental Information
Combining Balance Sheet

Nonmajor Governmental Funds
June 30, 2016

School Service Funds

Debt Service

Fund

Capital

Projects

Funds

Nutrition

Service Fund

Community

Service Fund

Nonmajor

Debt Service

Fund

Building and

Site Fund

Total

Nonmajor

Governmental

Funds

Assets

Cash and investments $ 226,703 $ - $ - $ 230,637 $ 457,340
Receivables 412,215 - 545,570 72,500 1,030,285
Due from other funds 41,175 - - - 41,175
Inventories 105,181 - - - 105,181

Restricted cash and investments - - 5,506,785 - 5,506,785

Total $ 785,274 $ - $ 6,052,355 $ 303,137 $ 7,140,766

Liabilities, Deferred Inflows of Resources,
and Fund Balances

Liabilities
Due to other governmental units $ - $ - $ 111,953 $ - $ 111,953

Due to other funds - - 51,868 38,289 90,157

Total liabilities - - 163,821 38,289 202,110

Deferred Inflows of Resources -

Unavailable revenue - - 530,941 - 530,941

Total liabilities and deferred inflows of
resources - - 694,762 38,289 733,051

Fund Balances
Nonspendable - Inventory 105,181 - - - 105,181
Restricted:

Debt service - - 5,357,593 - 5,357,593
Nutrition services 680,093 - - - 680,093

Committed - Capital projects - - - 264,848 264,848

Total fund balances 785,274 - 5,357,593 264,848 6,407,715

Total liabilities, deferred inflow of
resources, and fund balances $ 785,274 $ - $ 6,052,355 $ 303,137 $ 7,140,766
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Warren Consolidated Schools

Other Supplemental Information
Combining Statement of Revenue, Expenditures, and

Changes in Fund Balances
Nonmajor Governmental Funds

Year Ended June 30, 2016

School Service Funds

Debt Service

Fund

Capital

Projects

Funds

Nutrition

Service Fund

Community

Service Fund

Nonmajor

Debt Service

Fund

Building and

Site Fund

Total

Nonmajor

Governmental

Funds

Revenue
Local sources $ 2,552,856 $ 796,174 $14,705,000 $ 587 $ 18,054,617
State sources 227,188 - - - 227,188
Federal sources 4,965,104 - 1,362,304 - 6,327,408

Total revenue 7,745,148 796,174 16,067,304 587 24,609,213
Expenditures

Current:
Instruction - Basic program - 178,303 - - 178,303
Support services 275,965 35,719 95,534 - 407,218
Nutrition services 6,889,186 - - - 6,889,186
Community services - 389,412 - - 389,412

Debt service:
Principal - - 7,155,000 - 7,155,000
Interest - - 5,231,989 - 5,231,989
Other - - 605,035 - 605,035

Capital outlay 11,301 - - 38,289 49,590

Total expenditures 7,176,452 603,434 13,087,558 38,289 20,905,733

Excess of Revenue Over (Under) Expenditures 568,696 192,740 2,979,746 (37,702) 3,703,480

Other Financing (Uses) Sources
Transfers out (200,000) (192,740) - - (392,740)
Face value of debt issued - - 55,040,000 - 55,040,000
Premium on debt issued - - 8,787,106 - 8,787,106
Payment to escrow agent - - (65,215,178) - (65,215,178)

Total other financing uses (200,000) (192,740) (1,388,072) - (1,780,812)

Net Change in Fund Balances 368,696 - 1,591,674 (37,702) 1,922,668

Fund Balances - Beginning of year 416,578 - 3,765,919 302,550 4,485,047

Fund Balances - End of year $ 785,274 $ - $ 5,357,593 $ 264,848 $ 6,407,715
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2007

Refunding

Bonds

2010

Unlimited

Tax Series B

2011

Refunding

Bonds

2012

Unlimited Tax

Series A

June 30 Principal Principal Principal Principal

2017 $ - $ - $ - $ 175,000
2018 - - - 200,000
2019 - - - 205,000
2020 - - 3,600,000 250,000
2021 - - 3,950,000 300,000
2022 3,055,000 - 1,550,000 525,000
2023 1,305,000 - - 575,000
2024 1,295,000 - - 625,000
2025 1,280,000 - - 675,000
2026 1,290,000 - - 725,000
2027 1,270,000 15,000,000 - 775,000
2028 - - - 875,000
2029 - - - 875,000
2030 - - - 900,000
2031 - - - 925,000
2032 - - - 950,000
2033 - - - 1,000,000
2034 - - - 1,000,000
2035 - - - 1,000,000
2036 - - - 1,000,000

2037 - - - 1,000,000

Total principal $ 9,495,000 $15,000,000 $ 9,100,000 $14,555,000

Principal payments due May 1 May 1 May 1 May 1

Interest payments due
May 1 and

November 1
May 1 and

November 1
May 1 and

November 1
May 1 and

November 1

Interest rate 4.0% 4.0% 3.0% to 5.0% 2.0% to 5.0%

Original issue $ 9,995,000 $15,000,000 $11,050,000 $14,805,000
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Other Supplemental Information
Schedule of Bonded Indebtedness

Year Ended June 30, 2016

2012

Refunding

Bonds

2013

Refunding

Bonds

2016

Refunding

Bonds Series

A

2016

Refunding

Bonds Series

B

2016 Building

& Site Bonds

Series A

Principal Principal Principal Principal Principal Total

$ 1,205,000 $ 2,635,000 $ - $ 2,520,000 $ 1,250,000 $ 7,785,000
1,235,000 2,550,000 - 3,255,000 1,675,000 8,915,000
1,255,000 2,500,000 - 3,575,000 2,000,000 9,535,000
1,255,000 2,450,000 - 260,000 510,000 8,325,000
1,265,000 2,375,000 - 295,000 160,000 8,345,000
1,315,000 - - 630,000 910,000 7,985,000

- - - 5,510,000 935,000 8,325,000
- - - 5,695,000 935,000 8,550,000
- - 1,895,000 4,015,000 1,160,000 9,025,000
- - 6,080,000 - 1,335,000 9,430,000
- - 1,940,000 - 4,035,000 23,020,000
- - 2,050,000 - 4,235,000 7,160,000
- - 2,155,000 - 4,435,000 7,465,000
- - 2,265,000 - 4,660,000 7,825,000
- - 2,375,000 - 4,910,000 8,210,000
- - 2,485,000 - 5,135,000 8,570,000
- - 2,595,000 - 5,410,000 9,005,000
- - 2,705,000 - 5,685,000 9,390,000
- - 2,740,000 - 5,960,000 9,700,000
- - - - 6,000,000 7,000,000
- - - - - 1,000,000

$ 7,530,000 $12,510,000 $29,285,000 $25,755,000 $61,335,000 $184,565,000

May 1 May 1 May 1 May 1 May 1

May 1 and
November 1

May 1 and
November 1

May 1 and
November 1

May 1 and
November 1

May 1 and
November 1

2.0% to 4.0% 4.0% to 5.0% 5% 4.0% to 5.0% 4.0% to 5.0%

$11,085,000 $20,810,000 $29,285,000 $25,755,000 $61,335,000
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