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INDEPENDENT AUDITOR’S REPORT

To the Board of Education
Cassopolis Public Schools
Cassopolis, Michigan

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Cassopolis Public Schools (the District) as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
Cassopolis Public Schools, as of June 30, 2015, and the respective changes in financial position thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of America.
Auburn Hills ▪ East Lansing ▪ Grand Rapids ▪ St. Johns
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Change in Accounting Principles
As discussed in Note O to the financial statements, the District implemented GASB Statement No. 68,
Accounting and Financial Reporting for Pensions, during the year. As a result, the financial statements now
recognize the District’s unfunded defined pension benefit obligation as a liability for the first time, and more
comprehensively and comparably measures the annual costs of pension benefits. The statement also
enhances accountability and transparency through reviewed note disclosures and required supplemental
information (RSI). Our opinions are not modified with respect to this matter.
Also as discussed in Note O to the financial statements, the District implemented GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date - An Amendment of GASB
Statement No. 68, during the year. The District recognized a beginning deferred outflow of resources for its
pension contributions made subsequent to the measurement date of the beginning net pension liability. Our
opinions are not modified with respect to this matter.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and schedules of proportionate share of net pension
liability and contributions, 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, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The combining nonmajor fund financial statements are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The combining nonmajor fund financial statements are the responsibility of management and were derived from
and 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 combining nonmajor fund financial
statements are fairly stated in all material respects in relation to the basic financial statements as a whole.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 21, 2015, on
our consideration of the District’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants
October 21, 2015
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015
As management of the Public Schools of Cassopolis (the “District”), a K-12 school district located in Cass
County, Michigan, we offer readers of the District’s financial statements this narrative overview and analysis of
the financial activities of the District for the fiscal year ended June 30, 2015. Please read it in conjunction with
the District’s financial statements, which immediately follows this section.
Overview of the Financial Statements:
The District’s basic financial statements consist of two parts: Management’s Discussion and Analysis (this
section) and the basic financial statements. This report also contains other supplementary information.
The basic financial statements include two kinds of statements that present different views of the District:


The first two statements are the District-wide financial statements that provide both short-term and longterm information about the District’s overall financial status. These statements present an aggregate
view of the District’s finances and a longer-term view of those finances.



The next statements are fund financial statements that focus on individual funds of the District. These
statements look at the District’s operations in more detail than the District-wide financial statements by
providing information about the District’s most significant funds - the General Fund, and Debt Funds,
with all the other funds presented in one column as non-major funds.

The statement of fiduciary assets and liabilities-agency fund presents financial information about activities for
which the District acts solely as an agent for the benefit of students and others.
District-wide financial statements. The District-wide financial statements report information about the District
as a whole using accounting methods similar to those used by private-sector companies. The statement of net
position and the statement of activities, which appear first in the District’s financial statements, include all assets
and liabilities and use the accrual basis of accounting. This means that all of the current year’s revenues and
expenses are taken into account regardless of when cash is received.
The two District-wide financial statements report the Districts net position and how it changed. Net position - the
difference between the District’s assets and liabilities - is one way to measure the District’s financial health.
Over time, increases or decreases in net position may serve as useful indicator of whether the financial position
of the District is improving or deteriorating.
The relationship between revenues and expenses is the District’s operating results. However, it should be
noted that unlike most private-sector companies where improving shareholder wealth is the goal, the District’s
goal is to provide services to our students. Therefore, in order to assess the overall health of the District, one
must consider many nonfinancial factors such as the quality of education provided, breadth of curriculum
offered, condition of school facilities, and the safety of the schools.
The statement of net position and statement of activities report the governmental activities for the District, which
encompass all of the District’s services including instruction, supporting services, community services, food
services, and athletics. Property taxes, unrestricted state aid, state grants and federal grants and finance most
of the activities.
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015

Fund Financial Statements
Fund Financial Statements. The District’s fund financial statements provide detailed information about the
most significant funds - not the District as a whole. Some funds are required to be established by the State law
and by bond covenants, though the District may establish other funds to help control and manage money for the
particular purposes. It may also establish other funds to show that it is meeting legal responsibilities for using
certain taxes, grants and other money.
The fund level financial statements are reported on a modified accrual basis, which measures only those
revenues that are “measurable” and “currently available”. Expenses are recognized to the extent that they are
normally expected to be paid with current financial resources.
The fund financial statements are formatted to comply with the legal requirements of the Michigan Department
of Education’s Bulletin 1022. The District’s major instructional and instructional support activities are reported in
the General Fund. Additional activities are reported in their relevant funds including:




Debt Service Fund - consisting of 2003 QZAB, 2010 Series A Bonds, 2010 Series B Bonds, 2009
Energy Conservation Improvement Bonds.
Special Revenue Fund - consisting of the Food Service Fund.
Capital Projects Fund - consisting of the Sinking Fund.

In the fund financial statements, purchased capital assets are reported as expenditures in the year of
acquisition. Assets are capitalized at the fund level. The issuance of debt is recorded as a financial resource.
The current year’s payments of principal and interest on long-term obligations are recorded as expenditures.
Future debt obligations are not recorded at the fund level.
The District is the trustee, or fiduciary, for its student activity funds. All of the District’s fiduciary activities are
reported in a separate statement of assets and liabilities - agency fund. We exclude these activities from the
District’s other financial statements because the District cannot use these assets to finance its operations. The
District is responsible for ensuring that the assets reported in these funds are used for their intended purposes.
District Wide Financial Statements:
Statement of Net Position
As stated earlier, the statement of net position provides the perspective of the District as a whole. The analysis
below focuses on the net position (see Table 1). The District’s net position was ($987,644) at June 30, 2015.
The change in net position of the District’s governmental activities is $798,299 (see Table 2). The table below
provides a summary of the District’s net position as of June 30, 2015 and June 30, 2014:
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015

Table 1
Statement of Net Position

Assets
Current and other assets
Capital assets

Governmental
Activities
2015

Governmental
Activities
2014

$

$

Total Assets
Deferred Outflows of Resources
Liabilities
Current liabilities
Noncurrent liabilities
Total Liabilities
Deferred Inflows of Resources
Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

$

6,607,159
22,020,518

6,965,645
22,217,028

28,627,677

29,182,673

1,386,000

1,150,522

2,494,022
27,313,526

1,965,990
29,998,358

29,807,548

31,964,348

1,193,773

-

4,656,331
3,664,981
(9,308,956)

3,914,957
4,015,903
(9,716,803)

(987,644)

$ (1,785,943)

Net investment in capital assets, approximately $4,656,331 is the original cost of the District’s capital assets,
less depreciation, less the long-term debt outstanding used to finance the acquisition of those assets. This debt
will be repaid mainly from voter-approved property taxes collected as the debt and interest payments come due.
Restricted net position of approximately $3,664,981 is shown separately to recognize legal constraints from debt
covenants, sinking fund, and lunch fund. These constraints limit the District’s ability to use the restricted net
position for day-to-day operations.
The remaining amount of the net position of approximately ($9,308,956) is unrestricted and represents the
accumulated results of all past year’s operations including a new item called Net Pension Liability. The
operating results of the General Fund will have a significant impact on the change in the unrestricted net
position from year to year. Cassopolis Public Schools proportionate share of the Michigan Public School
Employees Retirement System (MPSERS) Pension Liability is .04902% which equates to $10,798,449. Please
see note H beginning on page eighteen (18) and ending on page twenty-eight (28) for further information. The
unrestricted amount is negative due to the impact of the District having to add to its financial statement the
impact of its pension liability per GASB Statement No. 68.
The results of this year’s operations of the District as a whole are reported in the statement of activities,
summarized in the table below, which shows the changed in the net position for the fiscal year June 30, 2015
and June 30, 2014.
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015
For the fiscal years ended June 30, 2015 and 2014, the district-wide results of operations were:
Table 2
Statement pf Change in Net Position
(Statement of Activities)

Revenues:
Program Revenues
Charges for service
Operating and capital grants
General Revenues
Property taxes
State school aid-unrestricted
Other

Governmental
Activities
2015

Governmental
Activities
2014

$

$

Total Revenues
Functions/Program Expenses:
Instruction
Supporting services
Community services
Food services
Interest on long-term debt
Unallocated depreciation
Insurance recoveries
Total Expenses
Change in Net Position

$

271,867
2,933,323

207,585
1,935,544

4,874,002
3,078,352
204,709

4,615,800
3,473,090
194,825

11,362,253

10,426,844

5,205,464
3,767,189
15,403
531,705
181,795
862,398

5,291,094
4,226,042
9,468
611,625
191,939
853,568

-

800,148

10,563,954

11,183,736

798,299

$

43,256

Of the District’s total revenues available to operate the District, 2.39% or approximately $271,867 came from
fees charged to those who benefited from the programs. Revenues from other governments or organizations
that subsidize certain programs with grants and other directed types of funding are at 25.82% or approximately
$2,933,323.
Local property taxes at 42.90% or approximately $4,874,002 of total revenue supported the remaining portion of
the governmental activities. Property tax revenue increased by 5.59% due to taxable value increases in the
district. The property tax revenue comes mainly from the 18 mills on all non-homestead property, which we are
required to levy by the State in order to receive our full State foundation allowance. The District appreciates the
support of the community in maintaining our facilities as approximately $357,606 in tax revenue is generated by
a special millage specifically for capital expenditures. This proceeds and expenditures of this special millage
are accounted for exclusively in the District’s Sinking Fund. The special millage was renewed in August 2012,
and will expire on December 31, 2022.
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015
The State foundation allowance accounted for 27.09% or approximately $3,078,352 of the revenue available.
This revenue is determined by a formula that incorporates pupil headcount, the annual per pupil allowance, and
the non-homestead property taxable values of the District.
The expense portion of the table show the financial support of the each functional area required during the year.
The overall decrease of 5.54% is due to inflationary cost increases, health care cost increases, and increased
retirement benefit costs. Being in the business of educating children, the largest expenses were incurred in
instruction, which accounted for approximately $5,205,464 or 49.28% of total expenses. Support services cost
approximately $3,767,189 or 35.66% of total expenses, which included such items as transportation, operations
and maintenance, supervision and technology services and a variety of other services that support the District’s
mission of educating children.
The District experienced an increase in net position of approximately $798,299 or 1,845% decrease from the
fiscal 2014 increase in net position of approximately $43,256. Overall revenue increased by 8.97%, while
expenses decreased by 5.54%. It should be noted that under the accrual basis of accounting, property taxes
collected for debt service are recognized as revenue, while only interest on the debt is recognized as expense.
The increase in net position differs from the change in fund balance and a reconciliation appears later in the
financial statements.
Financial Analysis of the District’s Funds
As noted earlier, the District uses funds to help control and manage money for particular purposes. Looking at
funds helps the reader consider whether the District is being accountable for the resources taxpayers and others
provide, and may provide more insight in the District’s overall financial health. As the District completed this
year, the governmental funds reported a combined fund balance of approximately $5,221,167, which is an
increase of approximately $257,616 from the prior year.
Of the combined governmental fund balances, 22% or approximately $1,143,272 constitutes unassigned fund
balance in General Fund, which is available for spending at the District’s discretion. The restricted fund
balance, approximately $207,712 is earmarked for food service, $3,587,867 is earmarked for payments on longterm debt, and $501 is earmarked for sinking fund improvements.
The General Fund is the principal operating fund of the District. At the end of the current fiscal year, total fund
balance was $1,425,087. As a measure of the General Fund’s liquidity, it may be useful to compare total fund
balance to total expenditures. Total fund balance represents 15.9% of total General Fund expenditures and
transfers.
The fund balance of the District’s General Fund increased by approximately $479,401 during the current fiscal
year, due to streamlining costs.
General Fund Budgetary Highlights
Over the course of the year, the District revises its budget as it attempts to deal with changes in revenues and
expenditures. State law requires the budget be amended to ensure expenditures do not exceed appropriations.
A statement showing the District’s original and final budget amounts, compared with amounts actually paid and
received is provided in the basic financial statements.
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Cassopolis Public Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015
A summary of variances from the final amended budget is as follows:


The District’s General Fund revenues were approximately $119,494 less than the final amended
budget, a variance of 1.2%. The actual revenue was under budget mainly due to some state and
federal grant awards not being spent in the time frame anticipated.



The District’s General Fund expenditures were approximately $86,171 less than the final amended
budget, a variance of 1.0%. The reduction of actual expenditures under budget is due to cost saving
measures implemented throughout the year and due to some state/federal awards not being spent in
the time frame anticipated.

Capital Asset and Debt Administration
Capital Assets. By June 30, 2014 the District has invested approximately $22,020,518 in broad range of
capital assets including school buildings, land, construction in progress, athletic facilities, furniture and
equipment. This represents a net decrease of approximately $196,330. More detailed information about capital
assets is available in Note C to the financial statements.

Land
Construction in progress
Building and building improvements
Site improvements
Equipment and furniture
Buses and other vehicles
Total historical cost

Balance
June 30, 2015

Balance
June 30, 2014

$

$

141,420
19,309,257
2,160,559
207,377
201,905

$ 22,020,518

141,420
57,631
19,580,735
1,984,817
204,465
247,960

$ 22,217,028

Debt
At year-end, the District had approximately $17,215,000 in general obligation bonds, $141,253 in bus leases,
$7,935 in copier leases and $127,821 in compensated absences. The decrease of $963,131 is primary the
principal payment on the 2010 Building and Site Series A Bond, copier lease and compensated absence
payments. More detailed information about capital asset is available in Note E to the financial statements.
This year’s capital asset additions include purchasing four busses on a capital lease.

Bonds
Capital leases
Compensated absences
Total

2015

2014

$ 17,215,000
149,187
127,821

$ 18,100,000
201,891
153,248

$ 17,492,008

$ 18,455,139

Note 1: Annual $119,900 payments are escrowed until bond maturity on May 22, 2018.
Note 2: Annual $109,333 payments are escrowed until bond maturity on October 22, 2024.
Note 3: Includes $55,701 due within one year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2015

Factors Bearing on the District’s Future
We considered many factors when setting the District’s 2015-16 fiscal year budgets, including the anticipated
loss of students, and a slight increase in the foundation allowance while increasing costs in retirement and
health insurance. The District has planned for these losses, while trying to stabilize the district fund balance.
Approximately 88% of total General Fund revenues are from the foundation allowance, including property taxes.
The State foundation allowance is determined by multiplying the student count by the foundation allowance per
pupil. That makes our student count estimate one of the most important factors impacting our budget. In setting
the budget for 2015-16, we assumed a reduction of 85 students based on predictions of an independent pupil
enrollment statistician and a $75 increase in the Foundation allowance and assuming a slight decrease in
federal grant income.
Since the 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 the revenues to fund its appropriation to
school districts. For the 2014-15, the District saw a foundation allowance of $7,126. This State funding was $100
more than in the 2013-14 school year. The district also qualified for the “State’s Best Practice Incentive” funds for
the past two years. 2014-2015 was the last year that offered the “State’s Best Practice Incentive” funds.
Going into the budget planning cycle for 2015-16, the district is planning on right sizing the staffing to reflect the
needs according to class size. The district employee contract language is tied to increases or decreases in
student enrollment. Any changes in student enrollment it will have a direct impact on employee wages and
fringes. The district will need to reduced line-items for supplies and materials and other operational costs
significantly to balance the budget for the 2015-16 school year. It is the districts goal to maintain its fund
balance moving forward. However, State funding increases over the past ten years have been less than the
rate of inflation, and further cuts will continue if the district doesn’t stabilize student enrollment moving forward.
Requests for Information:
This financial report is intended to provide a general overview of the Cassopolis Public Schools district finances
for all of those with an interest in government finances. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to:
Tracy Hertsel, Superintendent
Cassopolis Public Schools
725 Center Street
Cassopolis, MI 49031
Office Telephone (269) 445-0500
Office Fax (269) 445-0505
Email thertsel@cassopolis.org
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Cassopolis Public Schools
STATEMENT OF NET POSITION
June 30, 2015
Governmental
Activities
ASSETS
Current assets
Cash
Accounts receivable
Due from other governmental units
Prepaids

$ 5,619,022
16,575
958,441
13,121

Total current assets

6,607,159

Noncurrent assets
Capital assets not being depreciated
Capital assets, net of accumulated depreciation

141,420
21,879,098

Total noncurrent assets

22,020,518

TOTAL ASSETS

28,627,677

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to pensions

1,386,000

LIABILITIES
Current liabilities
Accounts payable
Other accrued liabilities
Unearned revenue
Short-term notes payable
Accrued interest payable on long-term debt
Current portion of compensated absences
Current portion of long-term debt

15,341
319,562
96,210
497,300
131,099
39,131
937,800

Total current liabilities

2,494,022

Noncurrent liabilities
Noncurrent portion of compensated absences
Noncurrent portion of long-term debt
Net pension liability

88,690
16,426,387
10,798,449

Total noncurrent liabilities

27,313,526

TOTAL LIABILITIES

29,807,548

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pensions

1,193,773

NET POSITION
Net investment in capital assets
Restricted for debt service
Restricted for capital projects
Restricted for food service
Unrestricted

4,656,331
3,456,768
501
207,712
(9,308,956)

TOTAL NET POSITION

$

See accompanying notes to financial statements.
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(987,644)

Cassopolis Public Schools
STATEMENT OF ACTIVITIES
Year Ended June 30, 2015

Functions/Programs
Governmental Activities
Instruction
Supporting services
Community services
Food service
Interest on long-term debt
Unallocated depreciation
TOTAL

Program Revenues
Operating
Charges for
Grants and
Services
Contributions

Expenses

Net (Expense)
Revenues and
Changes in
Net Position

$ 5,205,464
3,767,189
15,403
531,705
181,795
862,398

$

120,790
41,579
109,498
-

$ 1,881,002
579,644
472,677
-

$ (3,203,672)
(3,145,966)
(15,403)
50,470
(181,795)
(862,398)

$ 10,563,954

$

271,867

$ 2,933,323

(7,358,764)

General revenues
Property taxes, levied for general purposes
Property taxes, levied for debt service
Property taxes, levied for capital projects
State school aid - unrestricted
Interest and investment earnings
Other

3,534,653
981,743
357,606
3,078,352
45,268
159,441

TOTAL GENERAL REVENUES

8,157,063

CHANGE IN NET POSITION

798,299

Restated net position, beginning of year
Net position, end of year

See accompanying notes to financial statements.
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(1,785,943)
$

(987,644)

Cassopolis Public Schools
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2015

General
Fund
ASSETS
Cash
Accounts receivable
Due from other governmental units
Due from other funds
Prepaids

Nonmajor
Governmental
Funds

2003 QZAB
Bond

Total

$

1,834,304
7,298
955,166
243
10,926

$

2,174,755
-

$

1,609,963
9,277
3,275
2,195

$

5,619,022
16,575
958,441
243
13,121

$

2,807,937

$

2,174,755

$

1,624,710

$

6,607,402

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
$
Accrued payroll
Other accrued liabilities
Due to other funds
Unearned revenue
Short-term notes payable

14,601
455,828
318,911
96,210
497,300

$

-

$

740
1,751
651
243
-

$

15,341
457,579
319,562
243
96,210
497,300

TOTAL ASSETS

TOTAL LIABILITIES
FUND BALANCES
Nonspendable
Prepaids
Restricted
Food service
Capital projects
Debt service
Assigned
Subsequent year's expenditures
Unassigned
TOTAL FUND BALANCES
TOTAL LIABILITIES AND
FUND BALANCES

$

1,382,850

-0-

3,385

1,386,235

10,926

-

2,195

13,121

-

2,174,755

205,517
501
1,413,112

205,517
501
3,587,867

270,889
1,143,272

-

-

270,889
1,143,272

1,425,087

2,174,755

1,621,325

5,221,167

2,807,937

See accompanying notes to financial statements.
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$

2,174,755

$

1,624,710

$

6,607,402

Cassopolis Public Schools
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE STATEMENT OF NET POSITION
June 30, 2015
$ 5,221,167

Total fund balances - governmental funds

Amounts reported for the governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and therefore
are not reported as assets in the governmental funds.
The cost of capital assets is
Accumulated depreciation is

$ 35,446,081
(13,425,563)
22,020,518

Governmental funds report actual pension expenditures for the fiscal year, whereas the
governmental activities will recognize the net pension liability as of the measurement
date. Pension contributions subsequent to the measurement date will be deferred in the
statement of net position. In addition, resources related to changes of assumptions,
differences between expected and actual experience, and differences between projected
and actual pension plan investment earnings will be deferred over time in the districtwide financial statements. These amounts consist of:
Deferred outflows of resources related to pensions
Deferred inflows of resources related to pensions

1,386,000
(1,193,773)
192,227

Long-term liabilities are not due and payable in the current period and therefore are not
reported as liabilities in the funds. Long-term liabilities at year-end consist of:
Bonds payable
Accrued interest payable on long-term debt
Compensated absences
Net pension liability

(17,364,187)
(131,099)
(127,821)
(10,798,449)
(28,421,556)
$

Net position of governmental activities

See accompanying notes to financial statements.
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(987,644)

Cassopolis Public Schools
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES GOVERNMENTAL FUNDS
Year Ended June 30, 2015

General
Fund
REVENUES
Local sources
State sources
Federal sources

$ 3,793,034
4,629,721
1,028,588

TOTAL REVENUES
EXPENDITURES
Current
Instruction
Supporting services
Community services
Food service
Capital outlay
Debt service
TOTAL EXPENDITURES
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in
Payments from other districts
Transfers out
Payments to other districts
TOTAL OTHER FINANCING
SOURCES (USES)
NET CHANGE IN FUND BALANCES
Fund balances beginning of year
Fund balances end of year

2003 QZAB
Bond

Total

36,500
-

$ 1,456,186
16,906
455,771

9,451,343

36,500

1,928,863

11,416,706

4,996,436
3,745,842
15,403
35,250
49,248

2,914

528,502
709,433
1,069,538

4,996,436
3,745,842
15,403
528,502
744,683
1,121,700

8,842,179

2,914

2,307,473

11,152,566

609,164

33,586

(378,610)

66,983
(74,822)
(121,924)

1,118,819
-

92,822
48,417
(1,136,819)
-

1,211,641
115,400
(1,211,641)
(121,924)

(129,763)

1,118,819

(995,580)

(6,524)

479,401

1,152,405

(1,374,190)

945,686

1,022,350

2,995,515

2,174,755

$ 1,621,325

$ 1,425,087

See accompanying notes to financial statements.
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$

Nonmajor
Governmental
Funds

$

$

5,285,720
4,646,627
1,484,359

264,140

257,616
4,963,551
$

5,221,167

Cassopolis Public Schools
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF THE GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2015
$

Net change in fund balances - total governmental funds

257,616

Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. In the current period, these amounts are:
Capital outlay
Depreciation expense

$

665,888
(862,398)

Excess of depreciation expense over capital outlay

(196,510)

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds. In the current period, these amounts consist of:
Unavailable revenue

(169,853)

Repayment and borrowing of long-term debt is reported as expenditures and other
financing sources in governmental funds, but the repayments reduce long-term liabilities
and the borrowings increase long-term liabilities in the statement of net position. In the
current period, these amounts consist of:
Debt principal retirement

937,704

Some items reported in the statement of activities do not require the use of current financial
resources and therefore, are not reported as expenditures in governmental funds. In the
current period, these amounts consist of:
Decrease in net pension liability
Change in deferred outflows of resources related to pensions
Change in deferred inflows of resources related to pensions
Decrease in accrued interest payable
Decrease in compensated absences

687,826
447,661
(1,193,773)
2,201
25,427
(30,658)
$

Change in net position of governmental activities

See accompanying notes to financial statements.
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798,299

Cassopolis Public Schools
STATEMENT OF ASSETS AND LIABILITIES - FIDUCIARY FUND
June 30, 2015
Agency
Fund
ASSETS
Cash

$

172,128

LIABILITIES
Due to student groups

$

172,128

See accompanying notes to financial statements.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of Cassopolis Public Schools (the District) have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The District’s more significant accounting policies are
described below:
1. Reporting Entity
As required by accounting principles generally accepted in the United States of America, these financial
statements present the financial activities of Cassopolis Public Schools. The District has no activities that would be
classified as component units.
Based upon the application of these criteria, the financial statements contain all the funds controlled by the District.
2. Basis of Presentation
DISTRICT-WIDE FINANCIAL STATEMENTS
The statement of net position and the statement of activities (the district-wide financial statements) present
information for the District as a whole. All nonfiduciary activities of the primary government are included (i.e.,
fiduciary fund activities are not included in the district-wide financial statements). Interfund activity has been
eliminated in the preparation of the district-wide financial statements.
The statement of activities presents the direct functional expenses of the District and the program revenues that
support them. Direct expenses are specifically associated with a service, program, or department and are
therefore clearly identifiable to a particular function. Program revenues are associated with specific functions and
include charges to recipients of goods or services and grants and contributions that are restricted to meeting the
operational or capital requirements of that function. Revenues that are not required to be presented as program
revenues are general revenues. This includes all taxes, interest, unrestricted state aid payments, and other
general revenues and shows how governmental functions are either self-financing or supported by the general
revenues of the District.
FUND FINANCIAL STATEMENTS
The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. The District utilizes governmental and fiduciary funds.
The governmental fund financial statements present the District’s individual major funds and aggregated nonmajor
funds. Separate columns are shown for the major funds on the balance sheet and statement of revenues,
expenditures, and changes in fund balances. Nonmajor funds are combined and shown in a single column.
Fiduciary funds are reported by type.
The major funds of the District are:
a. General Fund - The General Fund is used to account for money or other resources provided to the District
to support the educational programs and general operations, except those required to be accounted for in
another fund.
b. 2003 QZAB Bond Fund - The 2003 QZAB Bond Fund was established to account for restricted tax
revenue and accumulation of other resources for payment of debt related to the bond.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
3. Measurement Focus
The district-wide and fiduciary fund financial statements are presented using the economic resources
measurement focus, similar to that used by business enterprises or not-for-profit organizations. Because another
measurement focus is used in the governmental fund financial statements, reconciliations to the district-wide
financial statements are provided that explain the differences in detail.
All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets, deferred outflows of resources, current liabilities, and deferred inflows
of resources are generally included on the balance sheet. Operating statements of these funds present
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing
uses) in fund balance.
There is no measurement focus for the fiduciary agency fund since assets equal liabilities.
4. Basis of Accounting
Basis of accounting refers to the timing under which transactions are recognized for financial reporting purposes.
Governmental fund financial statements use the modified accrual basis of accounting. The district-wide and
fiduciary fund financial statements are prepared using the accrual basis of accounting.
Under the accrual basis of accounting, revenue is recorded in the period in which it is earned and expenses are
recorded when incurred, regardless of the timing of related cash flows. Property tax revenue is recognized in the
fiscal year for which it is levied. Revenues for grants, entitlements, and donations are recognized when all
eligibility requirements imposed by the provider have been met. Unearned revenue is recorded when resources
are received by the District before it has legal claim to them, such as when grant monies are received prior to the
incurrence of qualified expenditures.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when
they become both measurable and available). “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. For this purpose, the District considers revenues to be available if they are
collected within sixty (60) days of the end of the current period. Revenues susceptible to accrual include property
taxes, state and federal aid, and interest revenue. Other revenues are not susceptible to accrual because
generally they are not measurable until received in cash. Expenditures are recorded when the related fund liability
is incurred, except for principal and interest on general long-term debt which are recorded when due.
The District reports unearned and unavailable revenue on its governmental funds balance sheet, when applicable.
Unavailable revenues arise when potential revenue does not meet both the “measurable” and “available” criteria
for recognition in the current period. Resources are considered available if they are collected during the current
fiscal year or soon enough afterward to be used in payment of current year liabilities - defined as expected to be
received within sixty (60) days of year-end. Unearned revenues also arise when the District receives resources
before it has a legal claim to them. In subsequent periods, when both revenue recognition criteria are met, the
liability for unearned revenue is removed from the balance sheet and the revenue is recognized.
If/when both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted
resources first, then unrestricted resources if they are needed.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
5. Budgets and Budgetary Accounting
Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of
America. Annual appropriated budgets are adopted for all required governmental fund types. The District does
not maintain a formalized encumbrance accounting system.
The District follows these procedures in establishing the budgetary data reflected in the financial statements:
a. The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means for
financing them.
b. Public hearings are conducted to obtain taxpayer comments.
c.

Prior to July 1, the budget is legally adopted by the School Board resolution pursuant to the Uniform
Budgeting and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to
the end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other
financing sources will not be in excess of original estimates. Expenditures shall not be made or incurred,
unless authorized in the budget, in excess of the amounts appropriated.

a. The budgets are legally adopted at the functional level; however, they are maintained at the object level for
control purposes. Any revisions that alter the total expenditures at the functional level must be approved
by the School Board.
e. The Superintendent is authorized to transfer budgeted amounts for purposes of meeting emergency needs
of the District; however, these transfers must be approved subsequently by the School Board.
f.

Formal budgetary integration is employed as a management control device during the year for the General
Fund and all Special Revenue Funds.

g. The budget, as presented, has been amended in a legally permissible manner.
6. Cash
Cash consists of checking and savings accounts.
7. Interfund Receivables/Payables
During the course of operations, numerous transactions occur between individual funds for goods provided or
services rendered. These receivables and payables are classified as “due from other funds” and “due to other
funds” on the governmental funds balance sheet.
8. Due From Other Governmental Units
Due from other governmental units consists of various amounts owed to the District for grant programs and
State Aid payments. The State of Michigan’s funding stream of State Aid payments results in the final two (2)
payments for the fiscal year ended June 30, 2015, to be paid in July and August 2015. The total amount of
$958,441 due from other governmental units consists of $781,146 related to State Aid and $177,295 for other
governmental grants.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
9. Prepaids
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both district-wide and fund financial statements. Reported prepaid expenditures are equally offset by
nonspendable fund balance which indicates they do not constitute “available spendable resources” even though
they are a component of fund balance.
10. Capital Assets
Capital assets include land, land improvements, buildings and additions, equipment, furniture, and other assets,
and vehicles and are recorded (net of accumulated depreciation, if applicable) in the district-wide financial
statements. Capital assets are those with an initial individual cost greater than $5,000 and an estimated useful life
of more than one (1) year. Capital assets also include individual cost items that are less than $5,000 if the items
were part of a large purchase to equip buildings. Capital assets are not recorded in the governmental funds.
Instead, capital acquisition and construction are reflected as expenditures in governmental funds, and the related
assets are reported in the district-wide financial statements. All purchased capital assets are valued at cost where
historical records are available and at an estimated historical cost where no historical records exist. Donated
capital assets are valued at their estimated fair market value on the date received.
The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:
Buildings and building improvements
Site improvements
Equipment and furniture
Buses and other vehicles

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

The District has no assets that would be classified as infrastructure assets.
11. Compensated Absences
Based on the requirements of GASB Statement No. 16, Accounting for Compensated Absences, the District has
recorded all liabilities associated with compensated absences. Compensated absences consist of earned but
unused accumulated vacation and sick leave benefits and other severance benefits. Accumulated vested
severance amounts and nonvested severance amounts that are probable to vest and be paid at termination are
considered payable from future resources and are recorded along with the related payroll taxes as a long-term
liability in the district-wide financial statements.
12. Deferred Outflows/Inflows of Resources
In addition to assets and liabilities, the statement of financial position or balance sheet will, when applicable,
report separate sections for deferred outflows of resources and deferred inflows of resources. Deferred outflows
of resources, a separate financial statement element, represents a consumption of net position or fund balance,
respectively, that applies to a future period and so will not be recognized as an outflow of resources
(expense/expenditure) until that time. Deferred inflows of resources, a separate financial statement element,
represents an acquisition of net position or fund balance, respectively, that applies to a future period and so will
not be recognized as an inflow of resources (revenue) until that time.
The District has several items that qualify for reporting in these categories and are reported in the district-wide
financial statement of net position. These items correspond to the District’s net pension liability and are related to
differences between expected and actual experience, changes in assumptions, differences between projected and
actual pension plan investment earnings, and contributions made subsequent to the measurement date. These
amounts are deferred and recognized as an outflow or inflow of resources in the period to which they apply.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
13. Unearned Revenue
The unexpended balance of various federal and/or state categorical and local grants is carried forward as
unearned revenue until the period in which eligible expenditures are incurred.
14. Short-term Note Obligations
Short-term debt is recognized as a liability of a governmental fund and is included on the balance sheet of the
applicable fund. During the current year the District borrowed funds to meet short-term cash flow borrowing needs.
The final payment is due and payable in August 2015, and anticipated State Aid is expected to be sufficient to
cover this commitment.
15. Net Pension Liability
The net pension liability is deemed to be a noncurrent liability and is recognized on district-wide financial
statements as the District’s proportionate share of the Michigan Public School Employees’ Retirement System’s
(MPSERS) total pension liability, less the pension plan’s fiduciary net position.
16. Property Taxes
Property taxes levied by the District are collected by various municipalities and periodically remitted to the
District. The taxes are assessed as of December 1 and the related property taxes become a lien on February
15 of the following year. Penalties and interest are assessed and the total obligation is added to the county tax
rolls. School district property tax revenues are recognized when levied to the extent that they result in current
revenue (collected as of year-end). Amounts received subsequent to June 30 are recognized as revenue when
collected.
The District levies taxes of $18.00 per $1,000 of taxable valuation on most non-primary residency exempt
property for operating purposes. The District also levies a total of $2.3000 per $1,000 of taxable valuation for
debt service on all property. The District also levies a total of $0.8379 per $1,000 of taxable valuation for the
sinking fund on all property. Total taxable value of all properties within the District amounted to $416,828,824.
17. State Foundation Revenue
Beginning with the fiscal year ended June 30, 1995, the State of Michigan adopted a foundation grant approach,
which provides for a specific annual amount of revenue per student based on a statewide formula. Prior to the
fiscal year ended June 30, 1995, the State utilized a district power equalizing approach. The foundation is
funded from State and local sources. Revenues from State sources are primarily governed by the School Aid
Act and the School Code of Michigan. The Michigan Department of Education administers the allocation of
State funds to school districts based on information supplied by the districts. For the year ended June 30, 2015,
the foundation allowance was based on the average of pupil membership counts taken in October 2014 and
February 2015. The average calculation was weighted 90% for the October 2014 count and 10% for the
February 2015 count.
The State portion of the foundation is provided primarily by a State education property tax millage of 6 mills and
an allocated portion of State sales and other taxes. The local portion of the foundation is funded primarily by
nonhomestead property taxes, which may be levied at a rate of up to 18 mills. The State revenue is recognized
during the foundation period (currently the fiscal year) and is funded through nine (9) payments made during the
fiscal year and two (2) payments made subsequent to year-end. The local revenue is recognized as outlined
above under Property Taxes.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
18. State Categorical Revenue
The District also receives revenue from the State to administer certain categorical education programs. State rules
require that revenue earmarked for these programs be expended for its specific purpose. Categorical funds
received which are not expended by the close of the fiscal year are recorded as unearned revenue.
19. Interfund Transactions
Interfund transactions are reported as loans, services provided, reimbursements, or transfers. Loans are reported
as interfund receivables and payables as appropriate and are subject to elimination upon consolidation. Services
provided, deemed to be at market or near market rates, are treated as revenues and expenditures/expenses.
Reimbursements are when one fund incurs a cost, charges the appropriate benefiting fund and reduces its related
cost as a reimbursement. All other interfund transactions are treated as transfers on the governmental fund
financial statements. Transfers are netted as part of the reconciliation to the district-wide financial statements.
20. Restrictions of Net Position
Restrictions of net position shown in the district-wide financial statements indicate that restrictions imposed by the
funding source or some other outside source which precludes their use for unrestricted purposes.
21. Federal Programs
Federal programs are accounted for in the specific governmental fund to which they relate. The District has not
integrated its Single Audit reports and financial data as part of the financial statements. The Single Audit reports
and financial data will be issued under a separate cover as supplementary information to the financial statements.
22. Use of Estimates
In preparing financial statements in conformity with accounting principles generally accepted in the United States
of America, management is required to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenditures during the reporting period. Actual results could differ from
those estimates.
23. Comparative Data
Comparative data for the prior year has not been presented in the basic financial statements since their inclusion
would make the statements unduly complex and difficult to read.

NOTE B: CASH
In accordance with Michigan Public Act 451 of 1976, Section 1223(1), as amended, the District is authorized to
invest its surplus funds in the following types of investments:
1. Bonds, bills, or notes of the United States; obligations, the principal and interest of which are fully guaranteed
by the United States; or obligations of the State.
2. Certificates of deposit issued by a State or National bank, savings accounts of a State or Federal savings and
loan association, or certificates of deposit or share certificates of a State or Federal credit union organized and
authorized to operate in this State.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE B: CASH - CONTINUED
3. Commercial paper rated prime at the time of purchase and maturing not more than 270 days after the date
of purchase.
4. Securities issued or guaranteed by agencies or instrumentalities of the United States government.
5. United States government or Federal agency obligation repurchase agreements.
6. Bankers’ acceptances issued by a bank that is a member of the Federal Depository Insurance Corporation
(FDIC).
7. Mutual funds composed entirely of investment vehicles that are legal for direct investment by a School District.
8. Investment pools, as authorized by the Surplus Funds Investment Pool Act, Act No. 367 of the Public Acts of
1982, being sections 129.111 to 129.118 of the Michigan Compiled Laws, composed entirely of instruments
that are legal for direct investment by a School District.
Michigan Public Acts authorize school districts in Michigan to deposit in the accounts of federally insured banks,
credit unions, and savings and loan associations. Deposits of the District are at federally insured banks and credit
unions in the State of Michigan in the name of the District.
Deposits
There is custodial credit risk as it relates to deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the District’s deposits may not be returned to it. As of June 30, 2015, the carrying amount of the
District’s deposits was $5,791,050 and the bank balance was $5,940,931 of which $750,000 was covered by
Federal depository insurance. The balance of $5,190,931 was uninsured and uncollateralized.
Credit Risk
State statutes and the School District’s investment policy authorize the School District to make deposits in the
accounts of federally insured banks, credit unions, and savings and loan associations that have an office in
Michigan; the School District is allowed to invest in U.S. Treasury or Agency obligations, U.S. government
repurchase agreements, bankers’ acceptances, commercial paper rated prime at the time of purchase that
matures not more than 270 days after the date of purchase, mutual funds, and investment pools that are
composed of authorized investment vehicles. As of June 30, 2015, the District had no investments that were
subject to ratings.
Interest Rate Risk
The District will assess and control interest rate risk, which is the risk that the market value of securities in the
portfolio will fall due to changes in market interest rates, by specific identification and duration.
Concentration of Credit Risk
Investments in U.S. Treasury securities and those other securities completely guaranteed by the Treasury as to
payment of principal and interest may be purchased in any dollar amount or up to 100% of the available reserves.
Investments in other types of authorized securities may be made with the provision that no more than 50% of the
total current investment portfolio consists of one type of security.
Custodial Credit Risk
The District has not adopted a policy for custodial credit risk.
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE B: CASH - CONTINUED
As of June 30, 2015, the District’s deposits and investments were reported in the financial statements in the
following categories:
Governmental
Activities
Cash

Fiduciary
Fund

$ 5,619,022

$

Total

172,128

$ 5,791,150

The District had $100 of imprest cash on hand.

NOTE C: CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2015, was as follows:
Restated
Balance
July 1, 2014
Governmental activities
Capital assets not being depreciated
Land
Construction in progress
Total capital assets not being depreciated

$

141,420
57,631

Additions/
Reclassifications

Deletions/
Reclassifications

Balance
June 30, 2015

$

$

$

-

(57,631)

141,420
-0-

199,051

-0-

(57,631)

141,420

29,304,228
3,403,358
902,424
1,022,703

333,500
349,113
40,906
-

(51,571)
-

29,637,728
3,752,471
891,759
1,022,703

34,632,713

723,519

(51,571)

35,304,661

Less accumulated depreciation for:
Buildings and building improvements
Site improvements
Equipment and furniture
Buses and other vehicles

(9,723,493)
(1,418,541)
(697,959)
(774,743)

(604,978)
(173,371)
(37,994)
(46,055)

51,571
-

(10,328,471)
(1,591,912)
(684,382)
(820,798)

Total accumulated depreciation

(12,614,736)

(862,398)

51,571

(13,425,563)

22,017,977

(138,879)

-0-

Capital assets being depreciated
Buildings and building improvements
Site improvements
Equipment and furniture
Buses and other vehicles
Total capital assets being depreciated

Net capital assets being depreciated
Net capital assets

$ 22,217,028

$

(138,879)

$

(57,631)

21,879,098
$ 22,020,518

Total depreciation expense of $862,398 was not allocated to government functions. It appears on the statement of
activities as “unallocated.”
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Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE D: SHORT-TERM NOTES PAYABLE
On August 20, 2013, the District issued short-term State School Aid Anticipation Notes in the amount of
$1,800,000 for the purpose of funding operating expenditures during periods of low cash flows. These shortterm notes, which had a net outstanding balance of $600,000 at June 30, 2014, were paid in full during the year
ended June 30, 2015.
On August 20, 2014, the District issued short-term State School Aid Anticipation Notes in the amount of
$1,500,000 for the purpose of funding operating expenditures during periods of low cash flows. These shortterm notes, which have a net outstanding balance of $497,300 at June 30, 2015, are reported in the financial
statements under the caption short-term notes payable.

NOTE E: LONG-TERM DEBT
The following is a summary of changes in long-term debt obligations of the District for the year ended June 30,
2015:
Restated
Balance
July 1, 2014
2003 QZAB Bonds
2009 Energy Conservation
Improvement Bonds
2010 Building & Site, Series A
2010 Building & Site, Series B
Passenger Bus Lease
Copier Purchase Agreement
Compensated absences
Total

$

2,230,000

Additions
$

1,640,000
11,590,000
2,640,000
187,503
14,388
153,248
$ 18,455,139

Reductions
-

$

21,488
$

21,488

$

-

Amounts
Due Within
One Year

Balance
June 30, 2015
$

2,230,000

(885,000)
(46,250)
(6,454)
(46,915)

1,640,000
10,705,000
2,640,000
141,253
7,934
127,821

(984,619)

$ 17,492,008

$

885,000
46,027
6,773
39,131

$

976,931

Significant details regarding outstanding long-term debt (including current portions) are presented below:
General Obligation Bonds
$2,230,000 2003 QZAB (Qualified Zone Academy Bonds) Bonds date May 22, 2003, due in one
installment of $2,230,000 on May 22, 2018, with interest of 0%.

$ 2,230,000

$1,640,000 2009 Energy Conservation Improvement Bonds dated October 9, 2009, due in one
installment of $1,640,000 on October 22, 2024, with interest of 0%.

1,640,000

$13,360,000 2010 Building and Site Bonds Series A dated June 29, 2010, due in annual
installments ranging from $885,000 to $905,000 through May 1, 2027, with interest ranging from
4.30 to 6.25 percent, payable semi-annually.

10,705,000

$2,640,000 2010 Building and Site Bonds Series B dated June 29, 2010, due in 3 annual
installments ranging from $875,000 to $885,000 through May 1, 2030, with interest of 6.50
percent, payable semi-annually.

2,640,000
$ 17,215,000
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NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE E: LONG-TERM DEBT - CONTINUED
Capital Leases
$246,240 Passenger Bus capital lease payable dated November 1, 2013, due in annual
installments ranging from $46,027 to $48,150 through July 15, 2017, with interest of 2.28 percent,
payable annually.

$

$35,042 Copier capital lease payable dated August 25, 2011, due in monthly installments ranging
from $552 to $582 through August 31, 2016, with an interest rate of 0.41 percent payable
monthly.

141,253

7,934
$

149,187

Compensated Absences
In accordance with District personnel policies and/or contracts negotiated with various employee groups of the
District, individual employees have vested rights upon termination of employment to receive payment for unused
vacation and sick leave under formulas and conditions specified in their respective personnel policies and/or
contracts. The dollar amount of these vested rights, including payroll taxes, amount to $127,821 as of June 30,
2015. This amount has been reported as current and noncurrent liabilities in the statement of net position.
The annual requirements to pay the debt principal and interest outstanding for the Long-Term Debt are as follows:
Year Ending
June 30,
2016
2017
2018
2019
2020
2021-2025
2026-2030

General Obligation Bonds
Principal
Interest
$

Capital Leases
Principal
Interest

885,000
885,000
885,000
3,115,000
890,000
6,110,000
4,445,000

$

767,500
729,445
686,965
642,715
597,138
2,232,736
856,426

$

52,800
48,237
48,150
-

$

3,556
2,178
1,098
-

$ 17,215,000

$

6,512,925

$

149,187

$

6,832

NOTE F: INTERFUND RECEIVABLES AND PAYABLES
Amounts appearing as interfund payables and receivables arise from two (2) types of transactions. One type of
transaction is where a fund will pay for a good or service that at least a portion of the benefit belongs to another
fund. The second type of transaction is where one fund provides a good or service to another fund. Balances at
the end of the year are for transfers that have not cleared as of the balance sheet date.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE F: INTERFUND RECEIVABLES AND PAYABLES - CONTINUED
The amount of interfund receivables and payables at June 30, 2015, are as follows:
Due to General Fund from:
Nonmajor governmental funds

$

243

NOTE G: INTERFUND TRANSFERS
Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers.
For the purpose of the statement of activities, all interfund transfers between individual governmental funds have
been eliminated.
Transfer to 2003 QZAB Bond Fund from:
Nonmajor governmental funds
Transfer to nonmajor governmental funds from:
General Fund
Nonmajor governmental funds

$ 1,118,819

$

74,822
18,000

$

92,822

The transfer from the nonmajor governmental funds to the 2003 QZAB Bond Fund was to be in compliance with
bond covenants which require annual transfers out of the these funds to accumulate funds to pay the 2003
QZAB bonds. The transfer from the General Fund and nonmajor governmental funds to the nonmajor
governmental fund was to be in compliance with bond covenants which require annual transfers out of the these
funds to accumulate funds to pay the 2009 Energy Conservation Improvement Bonds.

NOTE H: EMPLOYEE RETIREMENT SYSTEM
PLAN DESCRIPTION
The Michigan Public School Employees’ Retirement System (MPSERS) (the System) is a cost-sharing, multiple
employer, state-wide, defined benefit public employee retirement plan governed by the State of Michigan (State)
originally created under Public Act 136 of 1945, recodified and currently operating under the provisions of Public
Act 300 of 1980, as amended. Section 25 of this act establishes the board’s authority to promulgate or amend
the provisions of the System. MPSERS issues a publicly available Comprehensive Annual Financial Report that
can be obtained at http://michigan.gov/orsschools/0,1607,7-206-36585---,00.html. MPSERS board consists of
twelve members - eleven appointed by the Governor and the State Superintendent of Instruction, who serves as
an ex-officio member. The Governor appointed board members consist of:










Two active classroom teachers or other certified school personnel.
One active member or retirant from a non-certified support position.
One active school system superintendent.
One active finance or operations (non-superintendent) member.
One retirant from a classroom teaching position.
One retirant from a finance or operations management position.
One administrator or trustee of a community college that is a reporting unit of the System.
Two from the general public, one with health insurance or actuarial science experience, and one with
institutional investment experience.
One elected member of a reporting unit’s board of control.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
PLAN DESCRIPTION - CONTINUED
The System’s pension plan was established by the State to provide retirement, survivor and disability benefits to
public school employees. In addition, the System’s health plan provides all retirees with the option of receiving
health, dental and vision coverage under the Michigan Public School Employees’ Retirement Act. There are 685
participating employers. The System is a qualified pension trust fund under section 401(a) of the Internal Revenue
Code. By statute, employees of K-12 public school districts, public school academies, district libraries, taxsupported community colleges and seven universities may be members. The seven universities are: Eastern
Michigan, Central Michigan, Northern Michigan, Western Michigan, Ferris State, Michigan Technological, and Lake
Superior State. Employees, who first become employed by one of the seven universities on or after January 1,
1996, become members of an alternative plan.
The System’s financial statements are included as a pension and other employee benefit trust fund in the State
of Michigan Comprehensive Annual Financial Report.
The System is administered by the Office of Retirement Services within the Michigan Department of Technology,
Management & Budget. The Department Director appoints the Office Director, with whom the general oversight of
the System resides. The State Treasurer serves as the investment officer and custodian for the System.
Membership
At September 30, 2014, the System’s membership consisted of the following:
Inactive plan members or their beneficiaries currently receiving benefits:
Regular benefits
Survivor benefits
Disability benefits
Total

181,489
16,855
6,168
204,512

Inactive plan members entitled to but not yet receiving benefits:
Active plan members:
Vested
Non-vested

16,979
108,934
101,843

Total

210,777

Total plan members

432,268

BENEFITS PROVIDED
Benefit provisions of the defined benefit pension plan are established by State statute, which may be amended.
Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions for the defined benefit (DB)
pension plan. Retirement benefits for DB plan members are determined by final average compensation and
years of service. DB members are eligible to receive a monthly benefit when they meet certain age and service
requirements. The System also provides disability and survivor benefits to DB plan members.
A DB member or Pension Plus plan member who leaves Michigan public school employment may request a
refund of his or her member contributions to the retirement system account. A refund cancels a former member’s
rights to future benefits. However, returning members who previously received a refund of their contributions may
reinstate their service through repayment of the refund upon satisfaction of certain requirements.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
BENEFITS PROVIDED - CONTINUED
Member Contributions
Mandatory member contributions were phased out between 1974 and 1977, with the plan remaining
noncontributory until January 1, 1987, when the Member Investment Plan (MIP) was enacted. MIP members
enrolled prior to January 1, 1990, contribute at a permanently fixed rate of 3.9% of gross wages. The MIP
contribution rate was 4.0% from January 1, 1987, the effective date of the MIP, until January 1, 1990, when it was
reduced to 3.9%. Members first hired between January 1, 1990 and June 30, 2008, and returning members who
did not work between January 1, 1987 through December 31, 1989, contribute at the following graduated
permanently fixed contribution rates: 3% of the first $5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages
over $15,000. Members first hired July 1, 2008, or later including Pension Plus Plan members, contribute at the
following graduated permanently fixed contribution rates: 3% of the first $5,000; 3.6% of $5,001 through $15,000;
6.4% of all wages over $15,000.
Basic Plan members make no contributions. For a limited period ending December 31, 1992, an active Basic Plan
member could enroll in the MIP by paying the contributions that would have been made had enrollment occurred
initially on January 1, 1987, or on the date of hire, plus interest. MIP contributions at the rate of 3.9% of gross
wages begin at enrollment. Actuarial rate of interest is posted to member accounts on July 1st on all MIP monies
on deposit for 12 months. If a member leaves public school service and no pension is payable, the member’s
accumulated contributions plus interest, if any, are refundable.
Under Public Act 300 of 2012, eligible members voluntarily chose between increasing, maintaining, or stopping
their contributions to the pension fund as of the transition date. Their options are described in detail under
Pension Reform 2012. Members who elected to increase their level of contribution contribute 4% (Basic Plan)
or 7% (MIP); by doing so they maintain a 1.5% pension factor in their pension formula. Members who elected to
maintain their level of contribution will receive a 1.25% pension factor in their pension formula for their years of
service as of their transition date. Their contribution rates are described above. Members who elected to stop
their contributions became participants in the Defined Contribution plan as of their transition date.
Employer Contributions
Each school district or reporting entity is required to contribute the full actuarial funding contribution amount to
fund pension benefits.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting and Presentation
The System’s financial statements are prepared using the accrual basis of accounting. Contributions from the
employers are recognized as revenue when due and payable. Benefits and refunds are recognized when due
and payable in accordance with the terms of the System. The reserves are described below and details are
provided in the supporting schedules.
GASB Statement No. 67, which was adopted during the year ended September 30, 2014, addresses accounting
and financial reporting requirements for pension plans. The requirements for GASB Statement No. 67 require
changes in presentation of the financial statements, notes to the financial statements, and required
supplementary information.
Significant changes include an actuarial calculation of total and net pension liability. It also includes
comprehensive footnote disclosure regarding the pension liability, the sensitivity of the net pension liability to the
discount rate, and increased investment activity disclosures. The implementation of GASB Statement No. 67
did not significantly impact the accounting for accounts receivable and investment balances.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Reserves
Reserve for Employee Contributions - This reserve represents active member contributions and interest less
amounts transferred to the Reserve for Retired Benefit Payments for regular and disability retirement, amounts
refunded to terminated members, and amounts transferred to the Reserve for Employer Contributions
representing unclaimed funds.
Members no longer contribute to this reserve except to purchase eligible service credit or repay previously
refunded contributions. At September 30, 2014, the balance in this reserve was $1.5 billion.
Reserve for Pension Plus Employee Contributions - This reserve represents active member contributions and
interest less amounts transferred to the Reserve for Pension Plus Retired Benefit Payments for regular
retirement, amounts refunded to terminated members, and amounts transferred to the Reserve for Pension Plus
Employer Contributions representing unclaimed funds. This reserve was established under the provisions of
Public Act 75 of 2010. At September 30, 2014, the balance in this reserve was $59.5 million.
Reserve for Member Investment Plan - This reserve represents MIP contributions and interest less refunds and
transfers to the Reserve for Retired Benefit Payments. At September 30, 2014, the balance in this reserve was
$4.7 billion.
Reserve for Employer Contributions - This reserve represents all reporting unit contributions, except payments
for health benefits. Interest from the Reserve for Undistributed Investment Income reserve is credited annually.
Amounts are transferred annually to the Reserve for Retired Benefit Payments to bring the balance of that
reserve into balance with the actuarial present value of retirement allowances. At September 30, 2014, the
balance in this reserve was ($25.8) billion.
Reserve for Pension Plus Employer Contributions - This reserve represents all reporting unit contributions for
Pension Plus members, except payments for health benefits. Interest from the Reserve for Undistributed
Investment Income reserve is credited annually at a rate of 7%. Amounts are transferred annually to the
Reserve for Retired Pension Plus Benefit Payments to bring the balance of that reserve into balance with the
actuarial present value of retirement allowances. This reserve was established under the provisions of Public
Act 75 of 2010. At September 30, 2014, the balance in this reserve was $55.5 million.
Reserve for Retired Benefit Payments - This reserve represents payments of future retirement benefits to
current retirees. At retirement, a member’s accumulated contributions plus interest are transferred into this
reserve. Monthly benefits, which are paid to the retiree, reduce this reserve. At the end of each fiscal year, an
amount, determined by an annual actuarial valuation, is transferred from the Reserve for Employer
Contributions to bring the balance of this reserve into balance with the actuarial present value of retirement
allowances. At September 30, 2014, the balance in this reserve was $44.6 billion.
Reserve for Retired Pension Plus Benefit Payments - This reserve represents payments of future retirement
benefits to current Pension Plus retirees. At retirement, a member’s accumulated contributions plus interest are
transferred into this reserve. Monthly benefits, which are paid to the retiree, reduce this reserve. At the end of
each fiscal year, an amount, determined by an annual actuarial valuation, is transferred from the Reserve for
Pension Plus Employer Contributions to bring the balance of this reserve into balance with the actuarial present
value of retirement allowances. This reserve was established under the provisions of Public Act 75 of 2010.
Currently, there are no participants qualified to retire under this program. At September 30, 2014, the balance in
this reserve was $0.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Reserves - continued
Reserve for Undistributed Investment Income - This reserve represents all investment earnings. Interest is
transferred annually to the other reserves. Administrative expenses of the System are paid from the Reserve for
Administrative Expenses, which is credited with amounts from the Reserve for Undistributed Investment Income
to cover the expenses. For ease of reporting and understanding, the two reserves are presented as one
reserve in the supporting schedules. Public Act 143 of 1997 established a stabilization subaccount within the
Reserve for Undistributed Investment Income to which any over funding is credited. As of September 30, 2014,
the balance in the subaccount was zero. At September 30, 2014, the balance in this reserve was $18.6 billion.
Reserve for Health (OPEB) Related Benefits - This reserve is credited with employee and employer contributions
for retirees’ health, dental, and vision benefits. Starting in fiscal year 2013, the employer contribution is based on a
prefunded basis and represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liability (or funding excess) over a period not to exceed thirty
years. In addition, in fiscal year 2014, federal funding for Medicare Part D and Employer Group Waiver Plan
(EGWP) was paid directly to a third party vendor. The third party vendor uses the EGWP funding for any claims
submitted and bills the system for any remaining claims outstanding. Premiums for health, dental and vision
benefits are paid from this reserve. At September 30, 2014, the balance in this reserve was $3.5 billion.
Reporting Entity
The System is a pension and other employee benefit trust fund of the State. As such, the System is considered
part of the State and is included in the State’s Comprehensive Annual Financial Report as a pension and other
employee benefit trust fund. The System and its Board are not financially accountable for any other entities or
other organizations.
Benefit Protection
Public Act 100 of 2002 was passed by the Michigan Legislature to protect pension benefits of public employees
from alienation (being transferred). Alienation is attachment, garnishment, levy, execution, bankruptcy, or other
legal process except for divorce orders or eligible domestic relation orders. The statutes governing the System
contained an “antialienation” clause to provide for this protection; however, many smaller public pension
systems did not have the benefit of this protection. Therefore, Public Act 100 of 2002 was passed to establish
legal protection of pension assets that encompasses all public employees.
Fair Value of Investments
Plan investments are reported at fair value. Securities traded on a national or international exchange are valued
at the last reported sales price at current exchange rates. Corporate bonds not traded on a national or
international exchange are based on equivalent values of comparable securities with similar yield and risk. The
fair value of private investments is based on the net asset value reported in the financial statements of the
respective investment entity. The net asset value is determined in accordance with governing documents of the
investment entity, and is subject to an independent annual audit. Securities purchased with cash collateral
under securities lending activities are recorded at estimated fair value. Other investments not having an
established market are recorded at estimated fair value.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Investment Income
Dividend and interest income is recognized on the accrual basis. Fair value changes are recorded as investment
income or loss. Purchases and sales of investments are recorded as of the trade date (the date upon which the
transaction is initiated), except for purchase and sale of mortgages, real estate, and alternative investments which
are recorded as of the settlement date (the date upon which the transaction is ultimately completed). The effect of
recording such transactions as of the settlement date does not materially affect the System’s financial statements.
Costs of Administering the System
Each year a restricted State general fund appropriation is requested to fund the on-going business operations of
the System. These administrative costs are ultimately funded by the System through the regular transfer of
funds from the System to the State’s general fund based on either a direct cost or allocation basis depending on
the nature of the expense. Costs of administering the System are financed by undistributed investment income
of the System.
Cash
At September 30, 2014, the System had $246.7 million in a common cash investment pool maintained for
various State operating funds. The participating funds in the common cash pool earn interest at various rates
depending upon prevailing short-term interest rates. Earnings from these activities amounted to ($0.6) thousand
for the year ended September 30, 2014.
CONTRIBUTIONS AND FUNDING STATUS
The majority of the members currently participate on a contributory basis, as described above under “Benefits
Provided”. Reporting units are required by Public Act 300 of 1980, as amended, to contribute amounts necessary
to finance the coverage of members and retiree Other Post-Employment Benefits (OPEB). Contribution provisions
are specified by State statute and may be amended only by action of the State Legislature.
Employer contributions to the System are determined on an actuarial basis using the entry age normal actuarial
cost method. Under this method, the actuarial present value of the projected benefits of each individual
included in the actuarial valuation is allocated on a level basis over the service of the individual between entry
age and assumed exit age. The portion of this cost allocated to the current valuation year is called the normal
cost. The remainder is called the actuarial accrued liability. Normal cost is funded on a current basis. For
retirement and OPEB benefits, the unfunded (overfunded) actuarial accrued liability as of the September 30,
2014 valuation will be amortized over a 22 year period for the 2014 fiscal year. The schedule below
summarizes pension contribution rates in effect for fiscal year 2014.
Pension Contribution Rates
Benefit Structure

Member

Basic
Member Investment Plan
Pension Plus
Defined Contribution

0.0 - 4.0 %
3.0 - 7.0
3.0 - 6.4
0.0
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
CONTRIBUTIONS AND FUNDING STATUS - CONTINUED
The System may reconcile with actuarial requirements annually. If the system reconciles in a year, any funding
excess or deficiency for pension benefits is smoothed over a maximum of 5 years, with at least one-fifth (20%)
of the funding excess or deficiency included in the subsequent year’s contribution. This payment is not
recognized as a payable or receivable in the accounting records. If the System does not reconcile in a year, any
funding excess or deficiency for pension benefits is accounted for in subsequent required contributions over the
remaining amortization period. For fiscal year 2014, the System did not reconcile.
In May 1996, the Internal Revenue Service issued a private letter ruling allowing the System’s members to
purchase service credit and repay refunds using tax-deferred (pre-tax) dollars. The program was implemented
in fiscal year 1998, and payments began in fiscal year 1999.
The program allows members to purchase service credit and repay refunds on a tax-deferred basis. Members
sign an irrevocable agreement that identifies the contract duration, monthly payment, total contract amount, and
years of service credit being purchased. The duration of the contract can range from 1 to 20 years. The
amounts are withheld from members’ paychecks and are treated as employer pick-up contributions pursuant to
Internal Revenue Code Section 414(h). At September 30, 2014, there were 16,503 agreements. The
agreements were discounted using the assumed actuarial rate of return of 8% for September 30, 2014. The
average remaining length of a contract was approximately 6.0 years for 2014. The short-term receivable was
$29.7 million and the discounted long-term receivable was $83.6 million at September 30, 2014.
NET PENSION LIABILITY - NON-UNIVERSITY
Measurement of the MPSERS Net Pension Liability
The plan’s net pension liability is to be measured as the total pension liability, less the amount of the pension
plan’s fiduciary net position. In actuarial terms, this will be the accrued liability less the market value of assets
(not the smoothed actuarial value of assets that is often encountered in actuarial valuations performed to
determine the employer’s contribution requirement).
MPSERS (Plan) Net Pension Liability - Non-University
As of September 30, 2014
Total Pension Liability
Plan Fiduciary Net Position

$ 65,160,887,182
43,134,384,072

Net Pension Liability

$ 22,026,503,110

Plan Fiduciary Net Position as a
Percentage of Total Pension Liability
Net Pension Liability as a percentage of
Covered-Employee Payroll

66.20%

250.11%

Year 1 MPSERS GASB 68 implementation recognizes a 0.00% change in the reporting unit's proportionate
share between beginning net pension liability and ending net pension liability.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
MPSERS (Plan) Net Pension Liability - Non-University
As of October 1, 2013
Total Pension Liability
Plan Fiduciary Net Position

$ 62,859,499,994
39,427,686,072

Net Pension Liability

$ 23,431,813,922

Proportionate Share of Cassopolis Public Schools’ Net Pension Liability
At September 30, 2014, Cassopolis Public Schools reported a liability of $10,798,449 for its proportionate share
of the net pension liability. The net pension liability was measured as of September 30, 2014, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation rolled
forward from September 30, 2013, as of that date. Cassopolis Public Schools’ proportionate share of the net
pension liability was based on statutorily required contributions in relation to all reporting units’ statutorily
required contributions for the measurement period. At September 30, 2014, Cassopolis Public Schools’
proportionate share was 0.04902 percent.
Long-Term Expected Return on Plan Assets
The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates of
return for each major asset class included in the pension plan’s target asset allocation as of September 30,
2014, are summarized in the following table:

Target
Allocation

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

28.0 %
18.0
16.0
10.5
10.0
15.5
2.0

Total

100 %

Long-term
Expected
Real Rate
of Return*
4.8 %
8.5
6.1
1.5
5.3
6.3
-0.2

*Long term rate of return does not include 2.5% inflation

Rate of Return
For the fiscal year ended September 30, 2014, the annual money-weighted rate of return on pension plan
investment, net of pension plan investment expense, was 12.58%. The money weighted rate of return expresses
investment performance, net of investment expense, adjusted for the changing amounts actually invested.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
NET PENSION LIABILITY - NON-UNIVERSITY - CONTINUED
Discount Rate
A discount rate of 8.0% was used to measure the total pension liability (7.0% for the Pension Plus plan, a hybrid
plan). This discount rate was based on the long term expected rate of return on pension plan investments of
8.0% (7.0% for the Pension Plus plan). The projection of cash flows used to determine this discount rate
assumed that plan member contributions will be made at the current contribution rate and that employer
contributions will be made at rates equal to the difference between actuarially determined contribution rates and
the member rate. Based on these assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
Sensitivity of the Net Pension Liability to Changes in the Discount Rate
As required by GASB Statement No. 68, the following presents the reporting unit’s proportionate share of the
net pension liability, calculated using a discount rate of 8.0% (7.0% for the Pension Plus Plan), as well as what
the reporting unit’s proportionate share of the net pension liability would be if it were calculated using a discount
rate that is 1-percentage-point lower or 1-percentage-point higher:

1% Decrease
(Non-Hybrid/Hybrid)
7.0% / 6.0%

Current Single
Discount Rate
Assumption
(Non-Hybrid/Hybrid)
8.0% / 7.0%

1% Increase
(Non-Hybrid/Hybrid)
9.0% / 8.0%

$

$

$

14,236,815

10,798,449

7,901,575

Timing of the Valuation
An actuarial valuation to determine the total pension liability is required to be performed at least every year. If
the actuarial valuation is not calculated as of the plan’s fiscal year end, the total pension liability is required to be
rolled forward from the actuarial valuation date to the pension plan’s fiscal year end.
The total pension liability as of September 30, 2014, is based on the results of an actuarial valuation date of
September 30, 2013, and rolled forward using generally accepted actuarial procedures.
Actuarial Valuations and Assumptions
Actuarial valuations for the pension 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 (ARC) 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 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 longterm perspective of the calculations.
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
NET PENSION LIABILITY - NON-UNIVERSITY - CONTINUED
Actuarial Valuations and Assumptions - continued
Additional information as of the latest actuarial valuation follows:
Summary of Actuarial Assumptions
Actuarial Assumptions
Wage Inflation Rate:
Investment Rate of Return
- MIP and Basic Plans (Non-Hybrid):
- Pension Plus Plan (Hybrid):
Projected Salary Increases:
Cost-of-Living Pension Adjustments:
Healthcare Cost Trend Rate:
Mortality:

3.5%
8.0%
7.0%
3.5 - 12.3%, including wage inflation at 3.5%
3% Annual Non-Compounded for MIP Members
8.5% Year 1 graded to 3.5% Year 12
RP-2000 Male and Female Combined Healthy Life
Mortality Tables, adjusted for mortality improvements
to 2025 using projection scale BB. For Retirees,
100% of the table rates were used. For active
members, 80% of the table rates were used for males
and 70% of the table rates were used for females.

PENSION EXPENSES AND DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF
RESOURCES RELATED TO PENSIONS
For the year ended June 30, 2015, Cassopolis Public Schools recognized total pension expense of $874,707.
At June 30, 2015, Cassopolis Public Schools reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:
Deferred
Outflows of
Resources
Changes of assumptions

$

Deferred
Inflows of
Resources

398,440

$

-

Net difference between projected and actual
earnings on pension plan investments

-

1,193,773

Changes in proportion and differences between
Cassopolis Public Schools' contributions and
proportionate share of contributions

8

-

987,552

-

$ 1,386,000

$ 1,193,773

Cassopolis Public Schools' contributions subsequent
to the measurement date
Total
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NOTE H: EMPLOYEE RETIREMENT SYSTEM - CONTINUED
PENSION EXPENSES AND DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF
RESOURCES RELATED TO PENSIONS - CONTINUED
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows. These amounts are exclusive of the employer contributions to
the plan made subsequent to the measurement date ($987,552), which will impact the net pension liability in
fiscal year 2016, rather than pension expense.
Deferred (Inflows) and Deferred Outflows of Resources by Year (To Be Recognized In Future Pension Expenses)
Year Ended
September 30,

Amount

2015
2016
2017
2018

$

(194,835)
(194,835)
(194,835)
(210,820)

$

(795,325)

NOTE I: OTHER POST-EMPLOYMENT BENEFITS
PLAN DESCRIPTION
The Michigan Public School Employees’ Retirement System (MPSERS) is a cost-sharing, multiple employer,
state-wide, defined benefit public employee retirement plan governed by the State of Michigan (State) originally
created under Public Act 136 of 1945, recodified and currently operating under the provisions of Public Act 300
of 1980, as amended. Section 25 of this act establishes the board’s authority to promulgate or amend the
provisions of the System. MPSERS issues a publicly available Comprehensive Annual Financial Report that
can be obtained at http://michigan.gov/orsschools/0,1607,7-206-36585---,00.html.
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 10.0 percent 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.
Contribution rates for the year ended June 30, 2015, are as follows:
Health Contribution Rate

July 1, 2014 - September 30, 2014
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Basic/MIP

Pension Plus

5.52 - 6.45%

5.52 - 6.45%

Cassopolis Public Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE I: OTHER POST-EMPLOYMENT BENEFITS - CONTINUED
PLAN DESCRIPTION - CONTINUED
The District’s required and actual contributions to the various plans for the last three fiscal years are as follows:
Defined
Benefit Plan
Fiscal Year
Ending
June 30,
2015
2014
2013

Defined Contribution Plan

Employer
Health
Contributions

Employer
Contributions

$

$

404,675
343,647
564,879

Employee
Contributions

12,132
$
Not available
Not available

7,129

NOTE J: RISK MANAGEMENT
The District participates in a pool, the MASB-SEG Property and Casualty Pool with other school districts for
boiler, property, fleet, liability, in-land marine, equipment breakdown, builder’s risk, employee dishonesty, crime,
and error and omissions. The pool is organized under Public Act 138 of 1982, as amended as a governmental
group property and casualty self-insurance pool. In the event the pool’s claims and expenses for a policy year
exceed the total normal annual premiums for said years, all members of the specific pool’s policy year may be
subject to special assessment to make up the deficiency. The District has not been informed of any special
assessments being required.
The District also participates in a pool, the SEG Self-Insurer Workers’ Disability Compensation Fund, with other
school districts for workers’ compensation losses. The pool is organized under Public Act 317 of 1969, as
amended. In the event the pool’s claims and expenses for a policy year exceed the total normal annual premiums
for said years, all members of the specific pool’s policy year may be subject to special assessment to make up the
deficiency. The District has not been informed of any special assessments being required.

NOTE K: SINKING FUND
The Capital Project Fund of the District is funded by a voted millage for a sinking fund as well as other local dollars
(i.e., interest, etc.). For the expenditures recorded within the Capital Project Fund, the District has complied with
the applicable provisions of Section 1212(1) of the Revised School Code in current and prior years.

NOTE L: DETAILS OF FUND BALANCE CLASSIFICATIONS
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, established fund
balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to
observe constraints imposed upon the use of the resources reported in governmental funds. The following are the
five (5) classifications of fund balance under this standard:
Nonspendable - assets that are not available in a spendable form such as inventory, prepaid expenditures, and
long-term receivables not expected to be converted to cash in the near term. It also includes funds that are legally
or contractually required to be maintained intact such as the corpus of a permanent fund or foundation.
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NOTE L: DETAILS OF FUND BALANCE CLASSIFICATIONS - CONTINUED
Restricted - amounts that are required by external parties to be used for a specific purpose. Constraints are
externally imposed by creditors, grantors, contributors, laws, regulations, or enabling legislation.
Committed - amounts constrained on use imposed by formal action of the government’s highest level of decision
making authority (i.e., Board, Council, etc.).
Assigned - amounts intended to be used for specific purposes. This is determined by the governing body, the
budget or finance committee or a delegated municipality official.
Unassigned - all other resources; the remaining fund balance after non-spendable, restrictions, commitments, and
assignments. This class only occurs in the General Fund, except for cases of negative fund balances. Negative
fund balances are always reported as unassigned, no matter which fund the deficit occurs in.
Fund Balance Classification Policies and Procedures
For committed fund balance, the District’s highest level of decision-making authority is the Board of Education.
The formal action that is required to be taken to establish, modify, or rescind a fund balance commitment is
through a formal action and approval by the Board of Education.
For assigned fund balance, the Board of Education has not authorized anyone to assign amounts to a specific
purpose, therefore this authority is retained by the Board of Education.
For the classification of fund balances, the District considers restricted amounts to have been spent when an
expenditure is incurred for the purposes for which both restricted and unrestricted fund balance is available. Also
for the classification of fund balances, the District considers committed, assigned, or unassigned amounts to have
been spent when an expenditure is incurred for purposes for which amounts in any of those unrestricted fund
balance classifications could be used.

NOTE M: RESTATEMENT OF BEGINNING NET POSITION
Beginning net position has been restated for governmental activities due to a change in accounting principles and
change in how compensated absences are calculated.
Ending net position as of June 30, 2014
Beginning net pension liability

$

9,097,419
(11,486,275)

Overstated compensated absences

612,022

Deferred outflows of resources

938,339

Overstated capital assets

(947,448)

Restated net position as of June 30, 2014
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$ (1,785,943)
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NOTE N: SUBSEQUENT EVENTS
After the year ended June 30, 2015, in August 2015 the voters of the District approved a 0.75 mill new tax
millage in order to issue $3,330,000 in bonds. These bonds will be used to remodel, furnish/refurnish, equip/reequip, replacing roofs on school facilities, building security, energy conservation improvements, and preparing,
developing, and improving outdoor athletic facilities.
In August 2015, the District received funds from the Michigan Municipal Bond Authority short-term cash flow
borrowing program. The loan in the amount of $998,160 was for the purpose of funding operating expenditures
until the fiscal year 2016 State Aid payments begin. Future anticipated State Aid and other local funds are
expected to be sufficient to cover this commitment.

NOTE O: CHANGE IN ACCOUNTING PRINCIPLES
GASB Statement No. 68, Accounting and Financial Reporting for Pensions, was implemented during the current
year. The statement requires governments providing defined benefit pensions to recognize their unfunded
pension benefit obligation as a liability for the first time, and to more comprehensively and comparably measure
the annual cost of pension benefits. The statement also enhances accountability and transparency through
revised note disclosures and required supplemental information (RSI).
GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date - An
Amendment of GASB Statement No. 68, was implemented during the year as it is required to be applied
simultaneously with the provisions of GASB Statement No. 68. The statement addresses an issue regarding the
application of the transition provisions of GASB Statement No. 68 and amends paragraph 137 of GASB Statement
No. 68 and requires that, at transition, the District recognize a beginning deferred outflow of resources for its
pension contributions made subsequent to the measurement date of the beginning net pension liability.

NOTE P: UPCOMING CHANGES IN ACCOUNTING PRINCIPLES
In March 2015, the GASB issued Statement No. 72, Fair Value Measurement and Application. This statement
addresses accounting and financial reporting issues related to fair value measurements. The definition of fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. This statement provides guidance for determining a fair
value measurement for financial reporting purposes. This statement also provides guidance for applying fair value
to certain investments and disclosures related to all fair value measurement. The District is currently evaluating
the impact this standard will have on the financial statements when adopted for the District’s 2015-2016 fiscal year.
In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. The statement replaces the requirements of GASB Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The statement
requires governments providing other postemployment benefits (OPEB) to recognize their unfunded OPEB
obligation as a liability for the first time, and to more comprehensibly and comparably measure the annual costs of
OPEB benefits. The statement also enhances accountability and transparency through revised note disclosures
and required supplementary information (RSI). The District is currently evaluating the impact this standard will
have on the financial statements when adopted during the District’s 2017-2018 fiscal year.
In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. The statement improves
financial reporting through the disclosure of information about the nature and magnitude of tax abatements that are
not consistently or comprehensively reported to the public at present. The District is currently evaluating the
impact this standard will have on the financial statements when adopted during the District’s 2016-2017 fiscal year.
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Cassopolis Public Schools
General Fund
BUDGETARY COMPARISON SCHEDULE
Year Ended June 30, 2015
Variance with
Final Budget
Positive
(Negative)

Original
Budget

Final
Budget

Actual

$ 3,843,004
3,775,250
728,894
27,500

$ 3,757,014
4,717,840
1,095,983
66,983

$ 3,793,034
4,629,721
1,028,588
66,983

8,374,648

9,637,820

9,518,326

(119,494)

EXPENDITURES
Current
Instruction
Basic programs
Added needs
Adult/continuing Education

3,476,626
1,024,793
247,652

3,775,022
1,152,648
197,505

3,651,378
1,137,870
207,188

123,644
14,778
(9,683)

Total instruction

4,749,071

5,125,175

4,996,436

128,739

349,391
174,854
356,410
373,433
242,528
999,691
504,130
262,884
222,951

377,883
94,950
343,132
396,577
298,915
1,193,693
477,042
251,144
269,559

377,225
134,723
344,745
387,231
316,281
1,199,607
492,108
249,754
244,168

658
(39,773)
(1,613)
9,346
(17,366)
(5,914)
(15,066)
1,390
25,391

3,486,272

3,702,895

3,745,842

(42,947)

-

15,782

15,403

379

8,235,343

8,843,852

8,757,681

86,171

139,305

793,968

760,645

(33,323)

(139,305)

(296,468)

(281,244)

15,224

-0-

497,500

479,401

(18,099)

945,686

945,686

945,686

945,686

$ 1,443,186

$ 1,425,087

REVENUES
Local sources
State sources
Federal sources
Other sources
TOTAL REVENUES

Supporting services
Pupil
Instructional staff
General administration
School administration
Business services
Operations and maintenance
Transportation
Central
Athletics
Total supporting services
Community services
TOTAL EXPENDITURES
EXCESS OF REVENUES OVER
EXPENDITURES
OTHER FINANCING (USES)
Other transfers and financing uses
NET CHANGE IN FUND BALANCE
Fund balance beginning of year
Fund balance end of year

$
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$

36,020
(88,119)
(67,395)
-0-

-0$

(18,099)

Cassopolis Public Schools
SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
Michigan Public School Employee Retirement Plan
Last Fiscal Year (ultimately ten fiscal years will be displayed)
(Amounts were determined as of 9/30 of each fiscal year)
2014
Cassopolis Public Schools' proportion of net
pension liability (%)

0.04902%

Cassopolis Public Schools' proportionate share of
net pension liability

$ 10,798,449

Cassopolis Public Schools' covered-employee payroll

$

Cassopolis Public Schools' proportionate share of
net pension liability as a percentage
of its covered-employee payroll
Plan fiduciary net position as a
percentage of total pension liability

4,180,894

258.28%

66.20%
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Cassopolis Public Schools
SCHEDULE OF CONTRIBUTIONS
Michigan Public School Employee Retirement Plan
Last Fiscal Year (ultimately ten fiscal years will be displayed)
(Amounts were determined as of 6/30 of each fiscal year)
2015
Statutorily required contributions

$

Contirbutions in relation to
statutorily required contributions

957,025

957,025

Contribution deficiency (excess)

$

-0-

Cassopolis Public Schools' covered
employee payroll

$

3,953,683

Contributions as a percentage of
covered-employee payroll

24.21%
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2015

NOTE A: EXCESS OF EXPENDITURES OVER APPROPRIATIONS
Michigan Public Act 621 of 1978, Sections 18 and 19, as amended, provides that a local governmental unit not
incur expenditures in excess of the amount appropriated.
During the year ended June 30, 2015, the District incurred expenditures in excess of the amounts appropriated
as follows:
Amounts
Appropriated
General Fund
Current
Instruction
Adult education
Supporting services
Instructional staff
General administration
Business
Pupil transportation
Operations and maintenance

$

197,505
94,950
343,132
298,915
477,042
1,193,693

Amounts
Expended

$

207,188
134,723
344,745
316,281
492,108
1,199,607

NOTE B: DEFINED BENEFIT RETIREMENT PLAN
Changes of benefit terms: There were no changes of benefit terms in 2015.
Changes of assumptions: There were no changes of benefit assumptions in 2015.
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Variance

$

9,683
39,773
1,613
17,366
15,066
5,914

OTHER SUPPLEMENTARY INFORMATION

Cassopolis Public Schools
Nonmajor Governmental Funds
COMBINING BALANCE SHEET
June 30, 2015
Special
Revenue Fund
Food
Service
ASSETS
Cash
Accounts receivable
Due from other governmental units
Prepaids
TOTAL ASSETS
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued wages
Other accrued liabilities
Due to other funds

2009 Energy
Conservation
Bond

2010
Series A

2010
Series B

Sinking
Fund

Total

$

196,350
9,277
3,275
2,195

$

652,683
-

$

629,379
-

$

131,050
-

$

501
-

$

1,609,963
9,277
3,275
2,195

$

211,097

$

652,683

$

629,379

$

131,050

$

501

$

1,624,710

$

740
1,751
651
243

$

-

$

-

$

-

$

-

$

740
1,751
651
243

TOTAL LIABILITIES
FUND BALANCES
Nonspendable
Restricted
Food service
Capital projects
Debt service
TOTAL FUND BALANCES
TOTAL LIABILITIES AND
FUND BALANCES

Capital
Projects Fund

Debt Service Funds

$

3,385

-0-

-0-

-0-

-0-

3,385

2,195

-

-

-

-

2,195

205,517
-

652,683

629,379

131,050

501
-

205,517
501
1,413,112

207,712

652,683

629,379

131,050

501

1,621,325

211,097

$

652,683
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$

629,379

$

131,050

$

501

$

1,624,710

Cassopolis Public Schools
Nonmajor Governmental Funds
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
Year Ended June 30, 2015
Special
Revenue Fund
2009 Energy
Conservation
Bond

Food
Service
REVENUES
Local sources
State sources
Federal sources

$

TOTAL REVENUES

109,527
16,906
455,771

Capital
Project Fund

Debt Service Funds

$

472
-

2010
Series A
$

876,658
-

2010
Series B
$

111,843
-

$

Total

357,686
-

$ 1,456,186
16,906
455,771

111,843

357,686

1,928,863

-

706,320

528,502
709,433

582,204

472

EXPENDITURES
Current
Food service
Capital outlay
Debt service
Interest, fiscal and other charges

528,502
3,113

-

-

-

968,422

101,116

-

1,069,538

TOTAL EXPENDITURES

531,615

-0-

968,422

101,116

706,320

2,307,473

50,589

472

(91,764)

10,727

(348,634)

(378,610)

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Payments from other districts

48,417

92,822
-

(828,904)
-

(170,016)
-

(137,899)
-

92,822
(1,136,819)
48,417

TOTAL OTHER FINANCING
SOURCES (USES)

48,417

92,822

(828,904)

(170,016)

(137,899)

(995,580)

NET CHANGE IN FUND BALANCES

99,006

93,294

(920,668)

(159,289)

(486,533)

(1,374,190)

108,706

559,389

290,339

487,034

2,995,515

501

$ 1,621,325

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

Fund balance beginning of year
Fund balance end of year

$

207,712

$

652,683
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876,658

Sinking
Fund

1,550,047
$

629,379

$

131,050

$
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Board of Education
Cassopolis Public Schools
Cassopolis, Michigan

Report on Compliance for Each Major Federal Program
We have audited the compliance of Cassopolis Public Schools (the District) with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of the District’s major federal programs for the year ended June 30, 2015. The District’s
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of the District’s major federal programs based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Cassopolis Public Schools’ compliance with those requirements and performing such other procedures, as
we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination on the District’s compliance.
Opinion on Each Major Federal Program
In our opinion, Cassopolis Public Schools complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2015.
Other Matters
The results of our auditing procedures disclosed other instances of noncompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule of
findings and questioned costs as items 2015-003 and 2015-004. Our opinion on each major federal program is
not modified with respect to these matters.
Auburn Hills ▪ East Lansing ▪ Grand Rapids ▪ St. Johns
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The District’s responses to the noncompliance findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. The District’s responses were not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on them.
Report on Internal Control Over Compliance
Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the District internal control over compliance with the types of requirements that could
have a direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but not
for the purpose of expressing an opinion on the effectiveness of the internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the District internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.
Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A133. Accordingly, this report is not suitable for any other purpose.
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133
We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Cassopolis Public Schools, as of and for the year ended June 30, 2015, and the
related notes to the financial statements, which collectively comprise the District’s basic financial statements.
We have issued our report thereon dated October 21, 2015, which contained unmodified opinions on those
financial statements. Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information 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. The information has been subjected to the auditing procedures applied in the audit of the
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 schedule of expenditures of federal
awards is fairly stated in all material respects in relation to the basic financial statements as a whole.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants
October 21, 2015
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Cassopolis Public Schools
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2015

Federal Grantor / Pass-Through Grantor
Program Title
U.S. DEPARTMENT OF AGRICULTURE
Passed Through the Michigan Department of Education
School Breakfast Program
2014-15
2013-14

National School Lunch Program
(a)
2014-15 Noncash assistance - Entitlement commodities
2014-15
2013-14

Summer Food Service Program
2013-14

Pass-Through
Grantor's
Number

CFDA
Number

10.553

$

105,508
13,260

-

$

105,508
13,260

$

$

105,508
13,260

-0-0-

118,768

-0-

-0-

118,768

118,768

28,631
241,048
33,921

-

-

28,631
241,048
33,921

28,631
241,048
33,921

303,600

-0-

-0-

303,600

303,600

-0-

140900, 141900

33,403

-

-

33,403

33,403

-0-

455,771

-0-

-0-

455,771

455,771

-0-

-0-

109,651
11,500
100,000
11,500

109,651
11,500
-

109,651
11,500
-

109,651
11,500
74,182
7,608

100,000
11,500

-0-025,818
3,892

(c)

-0-0-0-

84.002A
1411901314
1411901314
1511901415
1511901415

232,651
Passed Through the Michigan Department of Education
Title I, Part A
2014-15 Regular - Part A
2013-14 Regular - Part A

$

-

(d)(e)

TOTAL U.S. DEPARTMENT OF AGRICULTURE
U.S. DEPARTMENT OF EDUCATION
Passed through the Michigan Department of Education
and Niles Community School District
Adult Education Basic Grants to States
2013-14 WIA Title II
2013-14 WIA Title II - jail
2014-15 WIA Title II
2014-15 WIA Title II - jail

$

Expenditures

Balance
June 30, 2015
Accrued or
(Unearned)
Revenue

(d)(e)

14010
1519601415
1419601314.

10.559

(Memo Only)
Prior Years'
Expenditures

Cash
Receipts
In-Kind
Payments

(d)(e)

1519701415
1419701314

10.555

Restated
Program
or Award
Amount

Restated
Balance
July 1, 2014
Accrued or
(Unearned)
Revenue

84.010

121,151

121,151

202,941

111,500

29,710

(d)

1515301415
1415301314

-3-

426,960
471,365

351,617

245,981

260,105
436,961

363,012
190,980

102,907
-0-

898,325

351,617

245,981

697,066

553,992

102,907

Cassopolis Public Schools
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED
Year Ended June 30, 2015

Federal Grantor / Pass-Through Grantor
Program Title

CFDA
Number

U.S. DEPARTMENT OF EDUCATION - CONTINUED
Passed Through the Michigan Department of Education - continued
Safe and Supportive Schools
84.184
2013-14
2014-15

Title VI, Part B
2013-14
2014-15

Title II, Part A
2014-15
2013-14

Passed Through the Michigan Department of Education
and Lewis Cass Intermediate School District
CTE Perkins
2014-15

Restated
Program
or Award
Amount

Pass-Through
Grantor's
Number

142790SSS2014
152790SSS2015

$

TOTAL EXPENDITURES OF FEDERAL AWARDS

$

$

105,025
-

-

Cash
Receipts
In-Kind
Payments

$

39,333
117,303

Expenditures

Balance
June 30, 2015
Accrued or
(Unearned)
Revenue

$

$

39,333
117,303

-0-0-

270,900

105,025

-0-

156,636

156,636

-0-

42,637
21,442

39,186
-

-

39,186
17,635

39,186
18,747

-01,112

64,079

39,186

-0-

56,821

57,933

1,112

132,841
112,695

97,500

84,528

101,134
99,115

131,771
14,587

30,637
-0-

245,536

97,500

84,528

200,249

146,358

30,637

598

-

-

598

598

-0-

1,712,089

714,479

451,660

1,314,311

1,027,017

164,366

2,383

812

812

2,383

1,571

-0-

452,472

$ 1,772,465

$ 1,484,359

(f)

(b)

84.358
1406601314
1506601415

84.367
1505201415
1405201314

84.048
N/A

TOTAL U.S. DEPARTMENT OF EDUCATION
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through the Michigan Department of Human Services
and Lewis Cass Intermediate School District
Medical Assistance Program
Title XIX
Outreach
2014-15

150,500
120,400

(Memo Only)
Prior Years'
Expenditures

Restated
Balance
July 1, 2014
Accrued or
(Unearned)
Revenue

93.778
14010

$ 2,170,243

-4-

$

715,291

$

$

164,366

Cassopolis Public Schools
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2015

NOTE A: BASIS OF PRESENTATION
The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of Cassopolis
Public Schools and is presented on the modified accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and
Nonprofit Organizations.

NOTE B: SUMMARY OF SIGNIFICANT EXPLANATIONS OF SCHEDULE
The following descriptions identified below as (a) through (f) represent explanations that cross reference to
amounts on the Schedule of Expenditures of Federal Awards:
(a) The current year revenues for the Food Donation Program are determined based on the 2002/03 guidance
provided previously from the Michigan Department of Education Administrative Policy Number 7. The amounts
reported in this schedule as commodities received were taken from the Recipient Entitlement Balance Report
which is in agreement in all material respects with the District’s reported amounts.
(b) The expenditures reported in this schedule are in agreement with the amounts reported in the financial
statements and financial reports. The financial reports tested, including claims for advances and
reimbursements, were materially correct, complete, accurate, and timely and contain information that is
supported by the books and records from which the financial statements have been prepared.
(c) The amount of out of condition commodities due to spoilage or shrinkage included in expenditures is
immaterial to the Schedule of Expenditures of Federal Awards taken as a whole.
(d) Denotes programs tested as “major program”.
(e) Denotes programs required to be clustered by the United States Department of Agriculture.
(f) The amounts reported in this schedule as cash received are in agreement with the “paid during date range”
amounts in the Grant Auditor Report.

Grant #
1505201415
1515301415

Payment
Amount Per
State's Grant
Auditor Report
$

(Less):
Amounts
Received
in July

117,984
319,150

$

-5-

(16,850)
(59,045)

Cash
Receipts
Per Current
SEFA
$

101,134
260,105

Principals
---———--——
Dale J. Abraham, CPA
Michael T. Gaffney, CPA
Steven R. Kirinovic, CPA
Aaron M. Stevens, CPA
Eric J. Glashouwer, CPA
Alan D. Panter, CPA
William I. Tucker IV, CPA

ABRAHAM & GAFFNEY, P.C.

3511 Coolidge Road
Suite 100
East Lansing, MI 48823
(517) 351-6836
FAX: (517) 351-6837

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Cassopolis Public Schools
Cassopolis, Michigan
We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to the financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Cassopolis Public Schools (the District) as of and for the
year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements, and have issued our report thereon dated October 21, 2015.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Cassopolis Public Schools’
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.
Given these limitations, we did not identify any deficiencies in internal control that we consider to be material
weaknesses. We did identify certain deficiencies in internal control, described in the accompanying schedule of
findings and questioned costs, that we consider to be significant deficiencies: 2015-001 and 2015-002.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instance of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
Auburn Hills ▪ East Lansing ▪ Grand Rapids ▪ St. Johns
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Cassopolis Public Schools’ Responses to Findings
Cassopolis Public Schools’ responses to the findings identified in our audit are described in the accompanying
Corrective Action Plan. The District’s responses were not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on them.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the District’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants
October 21, 2015
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Cassopolis Public Schools
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2015

Section I - Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued:

Unmodified

Internal control over financial reporting:
Material weakness(es) identified?

Yes

Significant deficiency(ies) identified?

X

Noncompliance material to financial statements noted?

X

Yes

No
None reported

Yes

X

No

Material weakness(es) identified?

Yes

X

No

Significant deficiency(ies) identified?

Yes

X

None reported

Federal Awards
Internal control over major programs:

Type of auditor’s report issued on compliance for major programs:
Any audit findings disclosed that are required to be reported by
Section 510(a) of Circular A-133?

Unmodified
X

Yes

No

Identification of major programs:
CFDA Number(s)

Name of Federal Program or Cluster

84.010
10.553, 10.555, 10.559

Title I
Child Nutrition Cluster

Dollar threshold used to distinguish between Type A
and Type B programs:

$ 300,000

Auditee qualified as low-risk auditee?

Yes

X

No

Section II - Financial Statement Findings
2015-001 ATHLETIC RECEIPTS
Condition: Pre-numbered tickets are in use at all athletic events and are being reconciled to tickets sold and
money collected by the ticket takers. However, this documentation is not retained with the deposit information.
Criteria: Documentation of the number and type of tickets sold and reconciliation to amounts collected are
critical to maintenance of adequate internal controls over sensitive areas such as athletic receipts.
Cause: Unknown.
Effect: The District is exposed to greater risk of loss if this documentation is not retained.
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Cassopolis Public Schools
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
Year Ended June 30, 2015

Section II - Financial Statement Findings - Continued
2015-001 ATHLETIC RECEIPTS - CONTINUED
Recommendation: We recommend that the sequence of tickets sold (both adult and student) be recorded by
the ticket taker at the event. This sequence of ticket numbers should be reconciled to the actual amount
collected and signed off by the ticket taker. This reconciliation should be retained with the other deposit
documentation. This total should in turn match the amount that is ultimately deposited in the bank.
Corrective Action Response: See District’s corrective action plan on page 11.
2015-002 MANAGEMENT REVIEW
Condition: During our review and consideration of internal controls at the District, we noted there are no
procedures currently in place for management to review journal entries posted to the general ledger or bank
reconciliations.
Criteria: Due to limited staff at the District, having management reviews in place over these key areas is
important to having strong internal controls over financial reporting.
Cause: Unknown.
Effect: The District could be at a higher risk of material misstatements to the financial statements without these
controls in place.
Recommendation: We recommend that the District implement procedures to review journal entries and bank
reconciliations prepared by staff. This review should be documented with signature or initials of the reviewer,
the date, and retained with source documents for audit.
Corrective Action Response: See District’s corrective action plan on page 11.

Section III - Federal Award Findings
2015-003 TITLE 1 REPORTING
Material non-compliance
CFDA# 84.010 Title I, from U.S. Department of Education, Program Award 1415301314 for 2013-2014 grant
year, passed through Michigan Department of Education, Reporting.
Condition: The District’s allocation of costs in their detailed records did not match the allocations reported on
the submitted Final Expenditure Report for the 2013-2014 grant year. However, the total Title I expenditures
recorded by the District matched the total amount reported on the Final Expenditure Report. A similar issue was
noted and reported in the prior year audit comments.
Questioned costs: None.
Criteria: The DS-4044 “Final Expenditure Report” is required to be supported by the District’s detailed records.
The allocation of costs between the records and Final Expenditure Report need to match.
Cause: The School District used an excel spreadsheet to assist with the preparation of the Final Expenditure
Report, however the accounting system was not updated to match what was submitted to the State.
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Cassopolis Public Schools
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
Year Ended June 30, 2015

Section III - Federal Award Findings - Continued
2015-003 TITLE 1 REPORTING - CONTINUED
Effect: The District’s allocation of costs in their detailed records did not match the allocations reported on the
submitted Final Expenditure Report for the 2013-2014 grant year.
Recommendation: The School District should make sure the Final Expenditure Report is prepared off the
District’s accounting records. All adjustments should be recorded in the system before the Report is submitted
to the State to ensure accuracy.
Corrective Action Response: See District’s corrective action plan on page 11.
2015-004 FOOD SERVICE FUND BALANCE
Immaterial non-compliance
CFDA# 10.553, 10.555, and 10.559, from U.S. Department of Agriculture, Program Award numbers
1519701415, 1419701314, 1519601415, and 1419601314 passed through Michigan Department of Education,
Reporting.
Condition: During the course of our audit we noted that the District currently has more than the allowable fund
balance in the non-profit food service fund. The District currently has about three and a half months of
expenditures as fund balance. As a result, the District will be required to develop a spending plan for reducing
the balance to an acceptable level during the current school year. The plan must be submitted to the Michigan
Department of Education for prior approval. Excess funds cannot be transferred to the General Fund.
Questioned costs: None.
Criteria: The U.S. Department of Agriculture requires that the ending balance of the non-profit food service fund
does not exceed three months operating expenses [7 CFR Part 210.14(b)].
Cause: Unknown.
Effect: The District is not in compliance with U.S. Department of Agriculture regulations.
Recommendation: We recommend that the District develop a spending plan to improve the food quality or take
other action to improve non-profit food service per applicable federal regulations.
Corrective Action Response: See District’s corrective action plan on page 11.
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Cassopolis Public Schools
CORRECTIVE ACTION PLAN (UNAUDITED)
Year Ended June 30, 2015
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Cassopolis Public Schools
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2015
FINDINGS/NONCOMPLIANCE
Control Deficiencies Related to Internal Controls Over the Financial Statements.
2014-001 ACCOUNT RECONCILIATIONS
Condition: The previous audit noted that most accounts were not reconciled or reviewed for accuracy during
the year. It was also noted there were a significant number of adjusting entries recorded after year end to
correct ending account balances. During the year it appeared that reconciling items were not recorded in the
accounting system. In addition, it was noted evidence of review at the transaction level was not always
documented.
Current status: The District appropriately reconciled the accounts and made adjusting entries as part of the
year-end close for the current year. We consider this issue to be resolved.
Findings Related to Compliance with Requirements Applicable to Each Major Program and Internal Control Over
Compliance in Accordance with OMB Circular A-133.
2013-5 TITLE I REPORTING
Condition: The District’s allocation of costs in their detailed records did not match the allocations reported on
the submitted Final Expenditure Report for the 2012-2013 grant year. However, the total Title I expenditures
recorded by the District matched the total amount reported on the Final Expenditure Report.
Current status: A similar issue was noted and is being reported on in the current year audit. We do not consider
this issue to be resolved.
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