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RUKKILA | NEGRO
AND ASSOCIATES

Certified Public Accountan ts, PC

310 Shelden Avenue Houghton M1c1'11gan 49931
906.4826601 906 482 9046 fax www rukkllanegro com

INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Arvon TOW nship School District
Skanee. Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the go,ernmental activities, each major fund, and the
aggregate remaining fund information of the Arvon Township School District as of and for the year ended June 30,
2020, and the related notes to the financial statement s, 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, \\hether due to fraud or error.

Auditor's Responsibility

Our responsibility is to e;,...press opinions on these financial statements based on our audit. We conducted our audit in
accordance \\ith auditing standards generally accepted in the United States of America and the standards applicable to

financial audits contained in Government Auditing Standards, issued b} the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about™ hether the financial

statements are free of material misstatement.

An audit invohes 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 stateme nt s, 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 eva luati ng the overall presentation of the financial state ments .

We believe that the audit evidence we have obtained is sufficient and appropriate to pro™ idea basis for our audit
opl11lons.

Opinions

In our opinion. the financial statements referred to abO\e present fairly. in al | material respects, the respective
financial position of the governmental activities. each major fund, and the aggregate remaining fund information of
the Arvon TO\ nship School District as of June 30, 2020, and the respective changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and ana lysis, budgetary comparison information, and pension requirements on pages 6 through 1 1 and 35 through 38
be presented to sup ple ment the basic financial state ment s. 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 h is torica |
context. We have applied certain limited procedures to the required suppleme ntar y 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 cons istency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statement s. 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 Dist rict's basic financial statements . The additional information on pages 40 through 4 | are presented for
purposes of additional analysis and is not a required part of the basic financial statements .

The additional information on pages 40 to 41 are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themse lves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

Other Reporting Required by Government AuditingStandards

In accordance with Government Auditing Standards, we have also issued a report dated November 13, 2020 on our
consideration of the Arvon Township School District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on 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 Arvon Township School District's internal control over financial reporting and compliance.

Rukkila, Negro and Associates,

Certified Public Accountants, PC
November 13, 2020



ARVON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2020

As management of the Arvon Township School District ("the District '- ), we provide readers of the District's financial
statements this narrative overview and analysis of the financial activities of the Dis trict for the fiscal year ended June
30, 2020.We encourage readers to consider the information presented here in conjunction with the District's financial
stateme nts, which immediately follow this section.

Overview of the Financial Statements

This annual report consists of four parts: Management's Disc ussion and Analysis (this section), the Basic Financial
Statements, Required Supplementary Information, and Supplementary Information. The Basic Financial Statements
include two kinds of statements that present different views of the District:

»  The first two statements, the Statement of Net Position and the Statement of Activ ities, are district-wide financial
statements that provide both short-term and long-term information about the Dist rict 's overall financial status.

»  The remaining statements arefundfinancial statements that focus on individual parts of the District, reporting the
District's operations in more detail than the district-wide statements.

°  Governmental funds statements tell how basic services such as regular and special education were financed
in the short term as well as what remains for future spending.

°  Fiduciary funds statements provide information about the financial relationships in which the District acts
solely as a trustee or agent for the benefit of others.

The Basic Financial Statements also include Notes to Financial Statements that explain the information in the Basic
Financial Statements and provide more detailed data; Required Supplementary Information includes pens io n and
OPES information schedules; Other Supplementary Information follows and includes combining and individual fund
statements and schedules.

District-wide Statements

The district-wide financial statements report information about the District as a whole usin g accounting methods
similar to those used by private-sector companies. The Statement of Net Position includes all of the District's assets,
deferred outflows of resources, liabilities and deferred inflow of resources. All of the current year's revenues and
expenses are accounted for in the Statement of Activities regardless of when cash is received or paid.

The two district-wide statements reporl the District's net position, and how they have changed. Net position the
difference between the District's assets. deferred outflows of resources , liabilities, and deferred inflow of resources is
one way to measure the District 's financial health or position.

e Over time, increases or decreases in the District ' s net position are an indicator of whether its financial positio n is
improving or deteriorating , respective ly.

e Toassess the Dis trict' s overall hea Ith, one should consider additional non-financial factors such as changes in the
Distr ic t' s property tax-base and the condition of school buildings and other facilities.

In the district-wide financial statements, the District's activities are presented as follows:

e Governmental activities: The Dist ric t' s basic services are included here, such as regular and special education.
instructional support, transportation, administration, community services, food service and athletics. State aid and
property taxes finance most of these activities.



ARVON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2020

Fund Financial S tatements

The fund financial statements provide more detailed information about the Dist rict's funds, focusing on its most
significant or -major'- funds - not the Dis trict as a whole. Funds are accounting devices the District uses Lo keep track

of specific sources of funding and spending on particular programs.
e Some fundsare required by state law and by bond covenants.

e The District establishes other funds to control and manage money for particular purposes (like repaying debt, and
its capital projects funds) or to show that it is properly using certain revenues (like school lunch).

The District has two kinds of funds.

e Governmental funds - Most of the Dis t rict™s basic services are included in governmental funds, which generally
focus on (I) how cash and other financial assets that can readi ly be converted to cash flow in and out and (2) the
balances left at year-end that are available for spend ing. Consequently, the governmental funds statements provide
a detailed sho rt-term view that helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the District's programs. Because this information does not encompass the
additional long-term focus of the District-wide statements, we provide additional information with the
governmental funds statements that explain the relationship (or differences) between them.

» Fiduciary funds - The District is the trustee, or fiduc ia ry, for assets that belo ng to others, suc h as the schola rship
fund and the student activities funds. The District is responsible for ensuring that the assets reported in th ese
funds are used only for their intended purposes and by those to whom the assets belo ng. We exclude these
activities from the District-wide financial statement s because the District cannot use these assets to finance it s

operations.

Notes to the financial statements provide additional information that is essential to a full understanding of the data
provid ed in the basic finan c ial stateme nts.

Required supp le menta ry informatio n, other than Management's Disc uss io nand Analysis, provides information about
the required budgetary comparison information on the General Fund.

Government-Wide Financial Analysis

During the fisca | year ended June 30, 2020, the District 's net capital assets inc reased by $23,480 due to building
impr oveme nts and depreciat ion. Details of the Dis trict' s capital assets can be found on page 24.

Net investment in capital assets (land, build ing, and equipment) make up the large st portion of the District's total net
position. These capital assets are used to provide services to the general public and are not available for future
spending. Even tho ugh net investment in capital assets is reported net of related debt, the reso urce s needed to repay
this debt must be provided from other sources, since the capital assets cannot be used to lig uid ate these liabilitie s.



ARVON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2020

Summ a ry of Net Position

2020 _ 2019

Assets

Current assets $ 571,137  $ 6 46,823

Capital assets - Net 196.0 44 172.564
Total assets 767,181 819,387
Deferred outflows of resources 177.270 180,593
Liabilities

Current liabilities 11,391 20,734

Noncurrent liabilities 11,476 8,156

Net pension liability 512,718 457,444

Net OPEB liability 109.538 120,718
Total liabilities 645,123 __ 607,052
Deferred inflows of resources 63,003 65,742
Net positio n

Net investment in capital assets 196 ,044 172,564

Restricted

Food service 2,408 1,647

Unrestricted 37,873 152,975

Total net position $ 236,325 $ 327.186
Go vernmental Activities
As shown on the follo w ing table, governmental ac tiv it ies ¢ hanged the District 's net posit io n by $(90,861 ). In prior

year, the ne t positio n of gove rnmental act ivities c hange d by $(67,714) The current to prio r year change in
go vernme ntal activities is d ue to adec rease in overall revenues of $2,312 and an increase in o verall ex pendit ures of
$20,835. The increases in expenses was mainly due to buildi ng improveme nts .



ARVONTOWNSHIP SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2020

Change in Net Positio n

2020 2019

Program Revenues

Charges for services $ 814 $ 617

Operating grants and contributions 31,061 40,074
General Revenues

Taxes 293,353 293,298

Unrestricted state aid 2,005 1477

Earnings on investments 1,409 1523

Other 7.699 1.664
Total revenues 336,341 338.653
Functio ns/program expenses

Instruction 265,941 243,836

Supponing services 151,985 154,271

Community services 91 275

Food service 7441 7,985

Gains/losses on sale of fixed assets 1.744
Total expenses 427,202 406,367
Change in net position (90,861) (67,714)
Net position- Beginning 327.186 39,4 900
Net position -Ending $ 236,325 $ 327,186

Governmental Funds: The focus of the Distr ict's governmental funds isto provide information on near-term
inflows, outflows and balances of spendable resources. Suc h informa tio n is useful in assessing the District's
financing req uireme nts. In particular, unrese rved fund balance may serve as a use ful measure of a government's net
resources available for spending at the end of the fiscal year.

The following table highlights the District's General Fund activities:

2020 % of total 2019 % of total Change
Revenues
Taxes $ 293,353 874% $ 293,298 86.8 % 55
Other local 9,108 2.7% 3,187 0.9 % 5.921
Federal sources 9,265 2.8 % 17,116 5.1% (7.851)
State sources 23,801 7.1% 24,435 7.2% {634)
Total revenues $ 335,527 100.0% 338.036 100.0% $ {2.509)
Expenditures
Pupil transponation $ 71,276 18.0% § 78,834 21.6% $ (7,558)
Instruction 210,055 53.1 % 212,282 58.1 % (2,227)
Instructional staff 3,082 0.8 % 5,567 15% (2,485)
Board of education 14,207 3.6 % 14,697 4.0 % (490)
Business-fiscal services 12,896 3.3% 16,225 4.4 % (3,329)
Community services 91 -% 275 0.1% (184)
Operations & maintenance 83,306 21.1 % 37,298 10.2 % 46,008
Technology 330 0.1% 339 0.1% {9)
Total expenditures $ _ 395243 100.0% $ 365,517 1000% $ 29.726




ARVONTOWNSHIP SCHOOLDISTRICT
MANAGEMENT'SDISCUSSION AND ANALYSIS
June 30, 2020

Signi ficant T ransac tions a nd Changes in Indi vidual Funds

The overall financial position of the individual Governmental funds of the District did not change significantly from
the previous year. A comparison of revenues/tra nsfers, expen ditures/transfers and fund balances is as follows:

2020 2019 Change

General Fund

Revenues/Transfers $ 335527 $ 338,036 $ (2,509)

Expenditures/Transfers $ 402631 $ 373502 $ 29,129

Fund Balance $ 557,338 $ 624442 $  (67,104)
Food Service Fund

Revenuesffransfers S 8202 $ 8,602 $ (400)

Expenditures/Transfers $ 7441 $ 7,985 $ (544)

Fund Balance $ 2,408 $ 1647 $ 761

General Fund: Expenditures increased by $29,129 mainly due to an increase in operations and maintenance due to
building improvements.

Food Service Fund: There were no significant changes in the Food Service Fund.

General Fund Budgetary Highl ig hts

The Uniform Budget Act of the State of Michigan requires that the local Board of Education approve the annual
budget prior to the start of the fiscal year on July I . Any amendments to the original budget must be approved by the
Board prior to the close of the fiscal year on June 30.

For the fiscal year ended June 30, 2020, the original budget was adopted in June 2019. Since the original budget is
adopted two months before school is in session, the district often has many unknowns that could change the financial
outlook for the school year. In addition, there are often a number of unforeseen events that occur throughout the year
that impact the budget and/or cause budget variances. Therefore. the District amended its budget during the fiscal
year.

Budgeted Amounts

Variance Final

Original Final Actual to Actual % Variance

Revenues $ 341,719 $ 337,738 $ 335527 $ {2,211} {0.7)%
Expenditures

Instruction $ 218,890 $ 209,574 $ 21005  § (481) (0.2)%
Supporting services 189,197 186,707 185,097 1610 0.9 %
Community services 400 91 91 -%
Total expenditures $ 408,487 $ 396,372 $ 395,243  $ 1.129 0.3 %
Other financing sources (uses)$ {7.800} $ {7.388) $ {7.388) $ -%

Known Facts, Decisions, or Condit ions Havi ng S ig nificant Affect on Future Operations

Arvon Township School District receives very little state aid and therefore does not operate dependent upon the state
foundation allowance. The District levies 10 mills of local property taxes out of the 17.6976 mills of non-homestead
property taxes allowed. In 2019-2020, the amount levie d for the District was $293.838.

Arvon Township School District received $9,265 in federal grants awarded on an annual basis. These grants inc | ude
Title 1l and REAP.
10



ARVON TOWNSHIP SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2020

The following table depicts that student enroliment decreased by 3 stude nts, using the State Aid Membership Count.

Year Student Total Change
2015-16 8 I
2016-17 12 4
2017-18 13 |
2018-19 10 3)
2019-20 13 3

State revenues received by Michigan schoo | districts are approved annually in a State Aid Act. The state portion of
the foundation is provided primarily by a state education property tax millage of6 mills and an allocated portion of
state sales and other taxes. The local portion of the foundation is funded primarily by non-homestead property taxes
which may be levied at a rate of up to 17.6976 mills. Based on the Dist rict ' s non-homestead tax value and the student
membership, the district is out of formula .

Contacting the District's Financial Management
This financial report is designed to provide our citizens and taxpayers with a general overview of the District's

finances. If you have questions about this report or need additional information contact the Arvon Township School
District at 21798 Skanee Road, Skanee, Michigan 49962, (906) 524-7336 and email address: arvon@ up. net.

11
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ARVON TOWNSHIP SCHOOL DISTRICT
STATEMENT OF NET POSITION
June 30, 2020

Assets
Cashandcashequivalents $ 568,661
Accounts receivable 2 476
Capital assets - Net 196,044
Total assets 767,181
Deferred outflows of resources
Deferred outflows of resources - Pension 143,119
Deferred outflows of resources - OPEB 34,151

Total outflows of resources

Liabilitie s
Acco unts payable 338
Accrued expenditures 2,959
Salaries payable 8,094
Compensated absences 11 476
Net pension liability 512,718
Net OPEB liability 109,538
Total liabilities 645,123
Deferred inflows of resources
Deferred inflows of resources - Pension 20,188
Deferred inflows of resources - OPEB 42,815

Total inflows of resources

Net position
Net investment in capital assets 196 ,044
Restricted
Food service 2,408
Unrestricted ___ 37873
Total net position $ 236,325

12

177,270

63.003

The acco mpany ing notes to the fina ncial s tatements are an integra | part of this statement.



ARVON TOWNSHIP SCHOOIL DISTRICT

STATEMENT OE ACTIVITIES
Year Ended June 30, 2020

Governmental
—ProgramRevenues —Activities
Net (Ex pense)
Operating Revenue and
Charges for grants and Changesin Net
Expenditure s services contributions Position
Eunctions /Programs
Govern ment Activities
Instruction and instructional support $ 265941 s $ 31,061 s (234,880)
Support services 151,985 (151,985)
School food service 7,441 814 (6,627)
Commun ity Service 91 (91)
Total governmental activitie s $ 425,458 ¢ 814 ¢ 31061 (393.583)
General revenues:
Taxes, levied for general operations 293.353
Unrestricted stateaid 2,005
Earnings on inves tments 1,409
Miscellaneous 7,699
Gains/losses onsaleof fixed assets (1,744}
Total general revenues 302.722
Change in netposition (90,861)
Netposition - Beginning of year 327.186
Net position - End of year $ 236,325

T he acco mpanying notes to the financ ia | s ta te ments are an int eg ral part of thi s sta tement.
13



Assets
Cash and cashequivalents
Accounts receivable

Total assets

Liabilities
Accounts payable
Accrued expe nditu res
Salaries payable
Total liabilities

Fund balances
Restricted
Food service
Assigned
Unassigned
Total fund balances

Total liabilities and fundbalances

The accom pany ing notes to the financial state ments are

ARVON TOWNSHIP SCHOOL DISTRICT

GOVERNMENTAL FUNDS

BALANCE SHEET
June 30, 2020

General Fund

$ 566,253 $

2,476

Non-Major
Fund Total
Food Service Governmental
Fund Funds

2,408 $ 568,66 |
2,476

$ 568,729 $

2408 5__ 571137

$ 338 $ - 3 338
2,959 2,959

8.094 8,094

11,391 11,391

2,408 2,408

73,174 73,174

484.164 484 164
557,338 2,408 559,746

$ 568,729 $

2,408 $ 571,137

14

an integra | part of this statement.



ARVON TOWNSHIP SCHOOL DISTRICT
COVERNMENTAL FUNDOS
RECONCILIATION OF THE BALANCE SHEET TO

THE STATEMENT OF NET POSITION
June 30, 2020

Fund Balance Reported in Governmental Funds $ 559,746

Amounts reported for governmenta l activities in the statement of net position are different
because:

Long-tenu liabilities include accrued expenses not due and payable in the current period

and therefore are not reported in the funds (11,476)
Capital assets used in governmental activities are not financial resources and therefore are

not reported in the funds 196,044
Net pension liability (512,718)

Deferred outflows from the difference between pension changes of assumptions and
contributions subsequent to the measurement date 143.119

Deferred inflows from the difference between projected and actual investment
earnings of the pensionplan (20,188)

OPEB liability (109 538)

Deferred outflows from the difference between OPEB changes of assumptions and
contributions subsequent to the measurement date 34,151

Deferred inflows from the difference between projected and actual investment earnings of

the OPEB plan (42.815)
Net position of governmental activities $ 236,325

The accompanying notes to the financial statement s are an integral part of this state ment.
IS



ARVON TOWNSHIP_ SCHOOL DISTRICT

COVERNMENTAL FUNDO
STATEMENT OF REVENUES, EXPENDITURES. AND
CHANGES IN FUND BALANCES

Year Ended June 30, 2020

Non-M ajor
Fund
Food Service
General Fund Fund Total

Revenues

Local sources $ 302,461 $ 814 $ 303,275

State sources 23,801 23801

Federal sources 9,265 9,265
Total revenues 335,527 814 336,341
Expenditures

Instruction 210,055 210,055

Supporting services 185,097 185,097

Community services 91 91

Food service 7,441 7,441
Total expenditures 395,243 7.441 402.684
Excess (deficiency) of revenues over expenditures (59, 716) (6.627) (66.343)
Other financing sources (uses)

Operating transfers in 7,388 7,388

Operating transfers out 7.388 (7.388)
Total other financing sources (uses) 7.388 7,388
Netchange in fund balances (67,10 4) 761 (66,343)
Fund balances - Beginning of year 624,442 1,647 626,089
Fund balances - End of year $ 557,338 $ 2,408 $ _ 559746

Theaccompanying notes to the fina ncia | statements are an integ ral part of this sta temen t.
16



ARVON TOWNOHIP SCHOOL DISTRICT
GOVERNMENTAL FUNDS

RECONCILIATIONOF THESTATEMENT OF REVENUES EXPENDITURES, AND

CHANGES INFUND BALANCES TOTHE STATEMENT OF ACTIVITIES
Year Ended June 30, 2020

Net Change in Fund Balances - Total Governmental Funds (66,343)

Amounts reported forgovernme ntal activities in the state ment of activities are different
because:

Long-term liabilities include accrued expenses notdue or payable in the current period and
therefore are not reported in the funds (3.320)

Governmental funds do not record depreciation and report capital outlays as expenditures in
the statement of activities, these costs are capitalized and allocated over their estimated
useful livesasdepreciation 25,224

In the statement of activities, only the gain on sale of fixed assets are reported,
whereas in the governmental funds, the proceeds from the sa le increase financial resources (1,744)

The change in net pension liability amounts does not require the use of current resources and
is not reported in the governmental funds 51,599

The change in net pension liability amounts does not require the use of current resources and

is not reported in the governmental funds (6.921)
Change in net position of governmental activities $ (90.861)

The accompanying notes to the financial statements are an integral part of this statement.
17



ARVON TOWNSHIP SCHOOL DISTRICT
FIDUCIARY FUNDS
STATEMENT OF ASSETSAND LIABILITIES
June 30, 2020

Trust and
A,genc:t_Fund
Assets -
Cash andinvestments $ 2.188
Total assets $ 2.188
Liabilities
Gift fund $ 75
Scholarship funds 2,113
Total liabilities $ 2,188

The accompanying notes to the financial statements are an integral part of this statement.
18



ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS- June 30, 2020

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Arvon Township School District have been prepared in co nformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to government units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the District's accounting policies

are described below.

REPORTING ENTITY

Arvon Township School District (the -'District™) is governed by the Arvon Township School Board of Education (the
"Board"), which has responsibility and control over all activities related to public school education within the District.
The District receives funding from local and federal government sources and must comply with all the requirements of
these funding source entities. However, the District is not included in any other governmental reporting entity as
defined by the accounting principles generally accepted in the United States of America. Board members are elected
by the public and have decision-making authority, the power to designate manageme nt, the ability to significantly
influence operations, and the primary accountability for fiscal matters. In addition, the District's reporting entity does
not contain any component units as defined in Governmental Accounting Standards Board Statement Numbers 14 and
39.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government -wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the District. For the most part, the effect of inter-fund activity has
been removed from these statements. Governmental activities, which normally are supported by taxes and

inter governme nta | revenues, are reported separately from business-type activit ies , which rely to a significant extent on
fees and charges for support. All of the District's government-wide activ it ies are considered governmenta | activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program
revenue includes (1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and (2) grants and contributions that are restricted to meeling the operalional
or capital requirements of a particular function or segment. Other unr estricted items are not included as program
revenues and are reported as general revenues.

In the gov ernment-wide statement of net posit ion , the gove rnmental activities column is presented on a consolidated
basis and is reported on a full accrual, economic resource basis , which recognizes all lon g-term receivables as well as
long-term debt and obligat ions. The District's net position are reported in three parts - net investment in capital
assets, restricted, and unrestricted net position.

The District first utilizes restricted resources to finance qualifying activities.

The government-wide statement of activities reports both the gross and net cost of each of the District's functions.
The functions are also supported by general government revenues (property taxes, certain intergovernmental revenues
and other revenues). The statement of activities reduces gross expenses by related program revenues and operating
grants. Program revenue must be directly associated with the function. Operating grants include operating-specific
and disc retio nary (either operating or capital) grants.

The District does allocate indirect costs.
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NOTES TO FINANCIAL STATEMENTS - June 30, 2020

NOTE A -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The gove rnme nt-w ide focus is more on the susta ina bili ty of the Dis trict as an entity and the chan ge in the District' s
net posit io n resulting from the current year's activities.

Separate finan c ial statements are provided for governme ntal fund s and fiduciary funds , even though the la tter arc
excluded from the government-wide fina ncia | s tat e me nts. Major individual governmental funds are reported as
se parate co lu mns in the fund financial statements.

Governme nta | Funds - Gove rnmenta | fund financial statements are reported us ing the c urrent financial resources
measure ment foc us and the modi fied accrual basis of accounting. Revenue is recog nized as soo n as it is both
measurable and ava ilab le . Revenue is cons ide red to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose , the government considers revenues to be
available if they are co llected within 60 days of the end of the curre nt fiscal period. Expenditures generally are
recorded when a lia bili ty is incurred, as under accrual accounting.

Property taxes, intergovernmental grants, and interest income associated with the curre nt fisca | period are all
co nsidered to be susceptibl e to accrual and so have been recognize d as revenue of the current fiscal per iod. All other
revenue items are cons id e red to be availa ble o nly when cash is rece ived by the governmen t unit.

Fid ucia ry fund stateme nts are also reported using the economic reso urce s meas ure ment focus and the accrual basis of
accounting.

The Dis trict reports the General Fund and Food Service Fund as major gove rnme nta | funds. T he General Fund is the
gene ral o perati ng fund and accord ing ly, it is used to account for all financia | resources except those required to be
accounted for in anot her fund. The Food Service Fund is the food service o pe rating fund and accounts for financial
resources of the food se rvice fund.

Fiduciarv Funds - The Trust and Agency Fund is used to account for assets held by the District ina trustee capac ity or
as an agent for individ uals , private organi za tion s, other governments, and /or other funds. Agency funds are custod ia |l in
nature (assets equa | | iab il ities) and do not involve measu re ment of results of o perations. T his fund is used to account
for assets that the District ho Id s for others inan agency capacity (primary st ude nt act iviti es). Fiducia ry funds are not inc
lu ded in the go vernment-wide stateme nts.

Acc rual Method - The governme nt-w ide financial statements are reported using the economic resources measure ment
foc us and the acc rual basis of accounting, as are the fiduciary fund financial stateme nts. Revenues are recorde d when
earned and expenses are recorded whe n a liab il ity is incurred, regardle ss of t he timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levie d . Grants and sim ila r it e ms are recognized as
revenue as soon as all eligibilit y requirements imp osed by the provider have been met.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION

Modified Accrual Method - Governmenta | fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accountin g. Revenues are recognized as soo n as they are bot h
measurable and available. Revenues are considered to be available when they are co Il ec tible with in the curre nt period
or soon enough thereafter to pay | ia bil ities of the c u rre nt period. For this purpose, the District co nsiders revenues to
be availa ble if they are co llected within 60 days of the end of the c urre nt fisca | period. Expend iture s ge nerally are
recorded when a liab ility is inc urred, as under accrual accounting.

Property taxes, federal aid, and inte rest associated with the current fisca | period are all considered to susce ptible to

acc rua l and so hav e been recognize d as revenues of th e current fisca | period. All other reven ue items are cons ide red
to be measurable and available on ly when cash is rece ived by the District.
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NOTES TO FINANCIAL STATEMENTS - June 30, 2020

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

State Revenue - The State of Michigan utilizes a foundation grant approach which provides for a specific annual
amount of revenue per pupil based on a statewide formula. 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 Michi gan. 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, 2020, the foundation allowance was based on pupil membership
counts taken in February and October.

The state pollion of the foundation is provided primarily by a state education property tax millage of 6 millsand an
allocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes which may be levied ata rate of up to 17.6976 mills. Based on the District's non-h omestead
tax value and the student membership, the district is out of formula.

Foundation $ 8,529.00
Less Local Support:
Assumed Local Revenue $ 536,541 .00
Divided by General Education K-12membership 12.80
Calculated Local Support (41,917 27}
Foundation Grant Allowance Per Pupil $ {33.388.27)

Other Accountillg Policies

Cash and Cash Equivalents - Cash and cash equivalents include cash on hand, demand deposits, and short-term
in vestments with a maturity of three months or le ss when acquired. Investments are stated at fair value. Pooled
investment income is generally allocated to each fund using a weighted average balance for the principal.

Deposits - Cash and equivalents include amounts in demand deposits and certificates of deposit.

Property Taxes - Property taxes levied by the District are collected by Arvon Township and periodically remitted to
the District. The taxes are levied as of December | and are due upon receipt of the billing by the taxpayer and become
a lien on the first day of the levy year. The actual due date is February 14, after which time the bills become
delinquent and penalties and interest may be assessed by the collectingentity.

For the year ended June 30, 2020, the District levied 10 mills of non-homestead assessed value for General Fund.

Receivables and Payables - Activity between funds are reported as"due to/from other funds." All receivables,
including property taxes receivable, are shown net of allowance for unco llectibles.

Inventory - The District utilizes the purchase method of recording inventories of materials and supplies. Under the
purchase method, inventories are recorded as expenditures when they are purchased.

Capital Assets-Capital assets, which include land, buildin gs, equipment, site imp rovements. and vehicles are
reported in the applicable governmental activities column in the government-wide financial statements. Capital assets
are defined by the government as assets with an initial individual cost of more than $1,000. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructe d. Donated capital assets are recorded at
estimated fair market value at the date of donatio n. Costs of normal repair and maintenance that do not add to the
value or materially extend asset lives are not capitalized.
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NOTE A- SUMMARY OFSIGNIFICANT ACCOUNTING POLICIES (Continued)

Buildings, equipment, and vehicles are depreciated using the straight-line method over the following useful lives:

Buildings and additions 20-50 years
Buses and other vehicles 5-10 years
Furniture and other equipment 5-10 years

Deferred Qutflows of Resources, Deferred Inflows of Resources, and Net Position - Deferred outflows are reported n
a separate section following assets, and deferred inflows are reported in a separate section following liab ilit ies. The
statement of net position then arrives at net position which includes the net effects of assets, deferred outflows of
resources, liabi lities, and deferred inflows of resources .

Pension - For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense. information about the fiduciary net position of the Michigan
Public Employees Retirement System (MPSERS) and additions to/ded uctions from MPSERS fiduciary net position
have been determined on the same basis as they are reported by MPSERS. For this purpose, benefit payments
(includ ing refunds of employee contributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value.

Fund Balance - Governmental funds report nonspendable fund balance for amounts that cannot be spent because they
are either a.) Not in spendable form, orb.) Legally or contractually require to be maintained intact. Restricted fund
balance is reported when externally imposed constraints are placed on the use of the resources by grantors,
contributors, laws or regulations of other governments. Committed fund balance, if any, is report ed from amounts that
can be used for specific purposes pursuant to constraints imposed by formal action by the government's highest level
of decision making authority, the Board of Education. A formal resolution of the Board of Education is required to
establis h, modify or rescind a fund balance commitment. The District reports assigned fund balance for amounts that

are constrained by the government's intent to be used for specific purposes, but are neither restricted nor committed.
Unassigned.fund balance is the residual classification for the general fund.

When the District incurs an expenditure for purposes for which various fund balance classifications can be used, it is
the District's policy to use restricted fund balance first, then committed fund bala nce , assigned fund bala nce , and
finally unassigned balance.

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts reported in
the financial state ments and accompanying notes. Actual results may differ from those estimates.

Accrued Benefits - The liabilities for accrued benefits reported in the district-wide statements in the amount of
$11,476 consist of sick leave. Principal/Teachers with a minimum of 5 years of service in the District are entitled to
13 sick days per year, and if not used, can accumulate up to a maximum of 180 days. Teachers with a minimum of 5
years of service in the District are entitled to 1O s ic k days per year, and if not used, can accumulate up to a maximum
of 180 days. Payment of sick leave, capped at 50% of unused days, shall be paid upon retirement or layoff.
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NOTE B-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
The District follows these procedures in establishing the budgetary data reflected in the financial statements.

I. The Business Manager submits to the School Board a proposed operating budget for the fiscal year
commencing July I . The operating budget includes proposed expenditures and means of financing them.
The level of control for the budgets is at the functional level as set forth and presented as required
supplementary information.

2. A public hearing is held to obtain taxpayer comments.

3. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to the Uniform Budgeting
and Accounting Act (P.A. 621 of 1978) enacted at a regular meeting by School Board approval. The Act
provides that a local unitshall not incur expenditures in excess of the amount appropriated.

4. During the year the budget is monitored , and amendments to the budget resolution are made when deemed
necessary.

5. Budget appropriations lapse at the end of the fiscal year.

In the body of the financial statements, the District's actual expenditures and budgeted expenditures for the budgetary
funds have been shown on a functional bas is. Violations, if any, are noted in the required supplementary information
section.

NOTE C- DEPOSITS AND INVESTMENTS

Atyear-end, the District's deposits were reported in the basic financial statements in the following categories:

Governmental Total Primary
_ Funds Fiduciary Funds  Government
Cash andinvestments $ 568,661 $ 2,188 3 570,849

Deposit Risk

Credit Risk - State law limits investments to specific government securities, certificates of deposits and bank accounts
with qualified financial instit utions, commercial paper with spec ific maximum maturities and ratings when purchased,
bankers acceptances of specific financial institutio ns, qualified mutual funds and qualified external investments poo Is
as identified in the list of authorized invest ment s below. The District ' s inve stment policy does not have specific limit s
in excess of state law on inve stment credit risk. The District does not have any  investments.

Custodial Credit Risk - 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. State law docs not require and the District does not have a policy for
deposit custodial credit risk. As of June 30, 2020, the District 's bank balance was | 00% insured.
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NOTED - CAPITAL ASSETS
Capital Asset activity of the District's governmenta | activities was as follows:

Balance Balance
Jul:!'. 01, 2019 Additions Deletions June 30, 2020

Capital assets, not being depreciated

Land $ $ - % - %
Capital assets, being depreciated
Buildings and additions 107978 $ 40,607 $ 148,585
Improvements other than building 210,465 210 465
Equipment and furniture 56,852 1,070 16.285 41,637
Subtotal 375,294  § 41677 % 16,285 400,687

Accumulated depreciation

Building and additions 45432 % 5670 $ 51,102
Improvements otherthan building 108,139 8,938 117,077
Equipment andfurniture 49,160 1.846 14,541 36,465
Subtotal 202,731 $ 16,454 _$ 14541 204,644

Net capital assets being depreciated 172,563 — 196,043
Net capital assets $ 172,564 $ 196.044

Depreciation expense was charged to activities of the District asfollows:

Governmental activities

Instruction $ 10.575
Operations 5.879
Total governmental $ 16,454

NOTE E - INTER-FUND TRANSFERS

General Fund made an inter-fund transfer to the School Food Service Fund in the amount of $7,388 during the fiscal
year ending June 30, 2020.

NOTEF- MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS

Plan Description

The Michigan Public School Employees' Retirement System (MPSERS/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 provis ion s of Public Act 300 of
1980, as amended. Section 25 of thisact establishes the board's authority to promulgate or amend the provisions of the
System. The board consists of twelve members - eleven appointed by the Governor and the State Superintendent of
Instruction , who serves as an ex-officio member.

The System'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,
prescription drug, dental and vision coverage under the Michigan Public School Emplo yees' Retirement Act (1980 PA
300 as amended).
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NOTE F- MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

The System's health plan provides all eligible retirees with the option of receiving health, prescription drug, dental
and vision coverage under the Michigan Public School Employees’ Retirement Act ( 1980 PA 300 as amended).

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

The System's financial statements are available on the ORS website at www.mic higa n.go v/orsschoo Is.

Actuarial Assumptions

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

Additional information as of the latest actuarial valuation follows:

Valuation date September 30, 2018
Actuarial costmethod Entry age, normal
Wage inflation rate 2.75
Investment rate of return:
Pension 6.00%-6.80%
OPEB 7.15%
Projected salaryincreases 2.75-11.55% , including wage inflation at 2.75%
Cost-of-I iving pension adjustments 3% annual non -compounded for MIP members
Healthcare cost trend rate 7.5% Year | graded to 3.5% Year 12
Mortality Retirees: RP-2014 Male and Female Healthy Annuitant Mortality Tables ,

sca led by 82% for males and 78% for females and adjusted for mortality
improvements using projection scale MP-2017 from 2006 .
Active members: RP-2014 Male and Female Healthy Employee Annuitant
Mortality Tables, scaled by 100% and adjusted for mortality improvements
using projection scale MP-2017 from 2006.

Other OPEB Assumptions :

Opt out assumptions 21% of eligi ble participants hired before July 1, 2008 and 30% of those hired
after June 30, 2008 are assumed to opt out of the retiree health plan

Survivor coverage 80% of male retirees and 67% of female retirees are assumed to have
coverages continuing after the retiree ' s death

Coverage election at retirement 75% of male and 60% of female future retirees are assumed to elect coverage
for I or more dependents.

25


http://www.michigan.gov/orsschools

ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - June 30, 2020

NOTEF - MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

Notes:

« Assumption changesasaresultofan experience study for the period 2012 through 2017 have been adopted by the System for
useintheannual pensionvaluations beginning withthe September 30,2017 valuation. The total pensionand OPEB liability as
of September 30 2019, is based on the results of an actuarial valuation date of September 30, 2018, and rolled forward using
generally accepted actuarial procedures, including the experience study.

+ Recognition period for pension liabilities is the average of the expected remaining service lives of all employees in years which
is 4.4977 for non-universityemployers.

 Recognition period for pension assets in years is 5.0000

» Recognition period for OPEB liabilities is the average of the expected remaining service lives of all employees in years which is
5.6018 for non-university employers.

» Recognition period for OPEB assets in years is 5.0000

 Full actuarial assumptions are available in the 2019 MPSERS Comprehensive Annual Financial Report found on the ORS
website at www.michigan.gov/orsschools.

Long-Term Expected Return on Plan Assets

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

The target asset allocation as of September 30, 2019 and best estimates of arithmetic real rates of return for each
major asset class are summarized in the followingtable:

Target Long Tenn Expected
Investment Category Allocation Real Rate of Return*
Domestic Equity Pools 28.0 % 5.5%
Private Equity Pools 18.0% 8.6%
International Equity Pools 16.0 % 7.3%
Fixed Income Pools 10.5% 1.2%
Real Estate and Infrastructure Pools 10.0% 4.2%
Absolute Return Pools 15.5% 5.4%
Short Tenn Investment Pools _ 2.0% 0.8%
Total 100.0 %

* Long termrate of return does not include 2.3% inflation

Rate of Return

For the fiscal year ended September 30, 2019, the annual money-weighted rate of return on pension plan investment
and OPEB plan investment net of pension plan and OPEB investment expense, was 5.14% and 10.75% respectively.
The money-weighted rate of return expresses investment performance, net of investment expense, adjusted for the
changing amounts actually investe d.
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NOTE F-MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

Discount Rate

A discount rate of 6.80% was used to measure the total pension liability (6.80% for the Pension Plus plan, 6.0% for
the Pension Plus 2 plan provided through non-university employers only). This discount rate was based on the long-
term expected rate of return on pension plan investments of 6.80% (6.80% for the Pension Plus plan, 6.0% for the
Pension Plus 2 plan). A discount rate of 6.95% was used to measure the total OPEB liabili ty. This discount rate was
based on the lo ng-term expected rate of return on OPEB plan investments of 6.95%. 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 and the OPEB plan's fiduciary net position were
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 OPEB plan investments was applied to all periods of projected benefit
payments to determine the total pension liability and total OPEB liability.

PENSION PLAN
Benefits Provided_

Benefit provisions of the defined benefit pension plan are established by State statute, which may be amended. Public
Act 300 of 1980 , as amended, establishes eligibility and benefit provisions for the defined benefit (DB) pension plan.
Depending on the plan option selected, member retirement benefits are determined by final average compensation,
years of service, and a pension factor ranging from 1.25 percent to 1.50 percent. DB members are eligible to receive a
monthly benefit when they meet certain age and service requirements. The System also provides disability and
survivor benefits to DB plan members.

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

Contributions

Reporting units are required by Public Act 300 of 1980, as amended, to contribute amounts necessary to finance the
coverage of members and retiree Othe r 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 the method, the actuarial present value of the projected benefits of each individual incl uded 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 lia bilit y. Norma | cost is funded on a current basis. The unfunded (overfunded) actuarial accrued
liability as of September 30, 2018 valuation will be amortized over a 20-year period for fiscal year beginning October
I, 2018 and ending September 30, 2038.

The District's contributions are determined based on e mp loyee elections. There are several different benefit options
included in the plan available to employe es based on date of hire. Contribution rates are adjusted annually by ORS.
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NOTE F- MICHIGAN PUBLICSCHOOL EMPLOYEES' RETIREMENTSYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

The range of rates is as follows:

Pension Co ntribution Rates

Member
Benefit Structure Rate Employer
Basic 0.0 -4.0% 18.2 5%
Member Investment Plan 3.0-7.0% 18 .25%
Pension Plus 3.0-6.4% 16 .46%
Pension Plus 2 6.2% 19. 759
Defined Contribution 0.0% 13 .39%

Required contributions to the pension plan from Arvon Township School District were $41,129 for the year ended
September 30, 2019.

Pension Liabilities

At June 30, 2020, the District reported a liability of $512,718 for its proportionate share of the MPSERS net pension
liability. The net pension liability was measured as of September 30, 2019, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation rolled forward from September 30, 2018.
The District's proportion of the net pension liability was determined by dividing each employer's statutorily required
pension contributions to the system during the measurement period by the percent of pension contributions requ ired
from all applicable employers during the measurement period. At September 30, 2019 and 2018 the Dis tr ict's
proportion was .00l 55% and .00 | 52%, respectively.

Pension Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related to Pensions

For the year ended June 30, 2020, the District recognized total pension expense of $93,008. This amount excludes
contributions funded from state revenue Section 147c restricted to fund the MPSERS Unfunded Actuarial Accrued
Liability (UAAL) Stabilization Rate.

At June 30, 2020, the District reported deferred outflows of resources and deferred inflows of resources related to
pens io ns from the following sources:

Deferred Deferred
outflows of inflows of
resources resources
Difference between expected and actual experience $ 2,298 $ 2,138
Changes of assumptions 100,391
Net difference between projections and actual earnings on
pension plan investments 16,432
Changesinproportionanddifferences betweenemployer
contributions and proportionate share of contributions 21,320 1,618
District's contributions subsequent to the measurement date 19,110
Total $ 143,119 $ 20, 188

$19, 1 10 reported as deferred outflows of resources related to pensions resulti ng from employer contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended
June 30, 2021.
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NOTE F- MICHIGAN PUBLICSCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

Other amounts as deferred outflows or resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year Ending

September 30 Amount
2020 $ 46 ,252
2021 $ 31,124
2022 $ 18,900
2023 $ 7,545

Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the District's proportionate share of the net pension liabili ty, calculated using a discount rate
of 6.80% for the Basic and Member Investment Plan, 6.80% for the Pension Plus Plan, and 6.0% for the Pension Plus
2 Plan as well as what the Distric t's proportionate share of the net pension liability would be if it were calculated
using a discount rate that is I-percentage-point lower or I-percentage-point higher:

1% L ower Discount Rate 1% Higher
District's proportionate share of the net pension liability — $ 666,567 $ 512,718 $ 385,173

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is available in the separately issued 2019
MPSERS CAFR, available on the ORS website at www.m ic higan.gov /orsschools.

Payable to the Pension Plan

Atyear end the District is current on all required pension plan payments. Amounts accrued at year end were $4,725.
These amounts represent current payments for June paid in July, accruals for summer pay primarily for teachers and
the contributions due funded from state revenue Section 147c restricted to fund the MPSERS Unfunded Actuarial
Accrued Liability (UAAL) Stabilization Rate.

OPEB PLAN
Benefits Provided

Benefit provisions of the postemployment healthcare plan are established by State statute , which may be amended.
Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions. Retirees have the option of health
coverage, which, through 2012 , was funded on a cash disbursement basis. Beginning fiscal year 2013, it is funded on a
prefunded basis. The System has contracted to provide the comprehensive group medical, prescription drug, dental
and vision coverage for retirees and beneficiaries. A subsidized portion of the premium is paid by the System with the
balance deducted from the monthly pension of each retiree healthcare recipient. For member s who first worked before
July I, 2008, (Basic, MIP-Fixed, and MIP Graded plan members) the subsidy is the maximum allowed by statute. To
limit future liabilities of Other Postemployment Bene fits, members who first worked on or after July 1, 2008 (MIP-
Plus plan members) have a graded premium subsidy based on career length where they accrue credit towards their
insurance premiums in ret irement, not to exceed the maximum allowable by statute. Public Act 300 of 2012 sets the
maximum subsidy at 80% beginning January I,2013 ; 90% for those Medicare eligible and enrolled in the insurances
as of that date. Dependents are eligible for healthcare coverage if they meet the dependency requirements set forth in
Public Act 300 of 1980, as amended.
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NOTE F- MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

Public Act 300 0f2012 granted all active members of the Michigan Public School Employees Retirement System,
who earned service credit in the 12 months ending September 3, 2012 or were on an approved professional services or
military leave of absence on September 3, 2012, a voluntary election regarding their retirement healthcare. Any
changes to a member ' s healthcare benefit arc cffeclive as of the member's transition date, which is defined as the first
day of the pay period that begins on or after February 1, 2013.

Under Public Act 300 of 2012, members \\ere given the choice between continuing the 3% contribution to retiree
healthcare and keeping the premium subsidy benefit described above, or choosing not to pay the 3% contribution and
instead opting out of the subsidy benefit and becoming a participant in the Personal Healthcare Fund (PHF), a
portable, tax-deferred fund that can be used to pay healthcare expenses in retirement. Participants in the PHF are
automatically enrolled in a 2% employee contribution into their 457 account as of their transition date, earning them a
2% employer match into a 40 1 (k) account. Members who selected this option stop paying the 3% contribution to
retiree healthcare as of the day before their transition date, and their prior contributions were deposited into their
40 1 (k) account.

Contributions

Employers are required by Public Act 300 of 1980, as amended, to contribute amounts necessary to finance the
coverage of active and retired members. Contribution provisions are specified by State statute and may be amended
only by action of the State Legislature.

Employer OPEB 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 inthe
actuarial valuation is allocated on a level basis over the service of the individual between entry age and assumed exit
age. The portion of this cost allocated to the current valuation year is called the normal cost. The remainder is called
the actuarial accrued liability. Normal cost is funded on a current basis. The unfunded (overfunded) actuarial accrued
liability as of the September 30, 2019 valuation will be amortized over a 20-year period beginning October 1, 2019
and ending September 30, 2038.

The schedule below summarizes OPES contribution rates in effect for fiscal year 2019.

OPEB Contribution Rates

Member
Benefit Structure Rate Employer
Premium Subsidy 3.0% 7.93%
Personal Healthcare Fund 0.0% 7.57%

Required contributions to the OPES plan from Arvon Towns hip School District were $10 ,4 78 for the year ended
September 30, 2019.

OPES Liabilities

At June 30, 2020, the District reported a liabil ity of $109 ,538 for its proportionate share of the net OPEB liability. The
net OPEB liability was measured as of of September 30, 2019, and the total OPEB liability used to calculate the net
OPEB liability was determined by an actuarial valuation rolled forward from September 2018. The District's
proportion of the net OPEB liability was determined by dividing each employer's statutorily required OPES
contribut ions to the system during the measurement period by the percent of pension contributions required from all
applicable employers during the measurement period. At September 30, 2019 and 2018 the District's proportion was
.00 | 53% and .00152%, respectively.
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ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - June 30, 2020

NOTE F- MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

OPES Expense and Deferred OQutflows of Resources and Deferred [nflows of Resources Related to OPEB

for the year ended June 30, 2020, the District recognized total OPEB expense of $3,312 . This amount excludes
contributions funded from state revenue Section 147c restricted to fund the MPSERS Unfunded Actuarial Accrued
Liability (UAAL) Stabilization Rate.

At June 30, 2020, the District reported deferred outflows of resources and deferred inflows of resources related to
OPEB from the following sources:

Deferred Deferred
outflows of inflows of
resources resources
Difference between expected and actual experience $ $ 40,193
Changes of assumptions 23,735
Netdifference between policiesandactual earningsonOPEB plan
investments 1,905
Changes in proportion and differences between reporting using
contributions and proportionate share of contributions 2,510 717
District's contributions subsequent to the measurement date 7.906
Total $ 34,151 § 42,815

$7,906 reported as deferred outflows of resources related to OPEB resulting from employer contributions subsequent
to the measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 2021.

Other amounts as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in pension expense as follo ws:

Year Ended
September 30 Amount
2020 $ (4,589)
2021 $ (4 ,589)
2022 $ (3,668)
2023 $ (2,396)
2024 $ (1,328)

Sensitivity of the District's Proportionate Share of the Proportionate Share of the Net OPEB Liability to Changes in
the Discount Rate

The following presents District's proportionate share of the net OPEB liability calculated using the discount rate of
6.95%, as well as what District's proportionate share of the net OPEB liability would be if it were calculated using a
discount rate that is | percentage point lower or | percentage higher:

1% Decrease Discount Rate 1% Increase
District's proportionate share of the net pension liability — $ 134,365 $ 109,538 88,691

Sensitivity of the Net OPEB Liability to Healthcare Cost Trend Rate
The following presents the District's proportionate share of the net OPEB liability, calculated using assumed trend

rates, as well as what the District's proportionate share of the net OPEB liability would be if it were calculated using
a trend rate that is I-percentage-point lower or I-percentage-point higher:
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ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - June 30, 2020

NOTE F- MICHIGAN PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM (MPSERS) PENSION
AND OPEB PLANS (Continued)

Current
Healthcare Cost
1% Decrease Trend Rate 1% Increase
District's proportionate share of the net pension liability — $ 87,807 $ 109,538 $ 134,362

OPEB Plan Fiduciary Net Position

Detailed information about the OPEB plan's fiduciary net position isavailable in the separately issued 2019 MPSERS
CAFR, available on the ORS website atwww.michigan.gov/orsschools.

Pavable to the OPES Plan

At year end the District is current on all required OPES payments. Amounts accrued at year end were $711. These
amounts represent accruals for summer pay primarily for teachers.

NOTE G- RECONCILIATION OF GRANT AUDITOR REPORT TO REPORTED FEDERAL REVENUES

The amounts repolled as cumulative payments on the Grant Auditor Report prepared by the State of Michigan,
reconcile with the federal revenue on the Combined Statements of Revenues , Expenditures, and Changes in Fund
Balances as follows:

Total cumulative payments $ 1,256
REAP 8,009
Total Federal Financial Assistance $ 9,265

The District expended less than $750,000 in Federal awards during the fiscal year ended June 30, 2020 and is exempt
from Federal Single Audit requirements, thus aschedule of federal financial assistance was not prepared.

NOTE H- RISK MANAGEMENT

The School District is exposed to various risks of loss related to property loss, torts, errors and omissions, and
employee injuries (workers' compensation), as well as medical benefits provided to employees. The School District
has purchased commercial insurance for general liability and employee medical benefit claims and participates in the
SEG Self-insurers Workers' Disability Compensation Fund for claims relating to employee injuries. Settled claims
relating to the commercial insurance have not exceeded the amount of insurance coverage in any of the past three
fiscal years.

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

InJanuary 2017, the Governmental Accounting Standards Board issued Statement No. 84, Fiduciary Activities which
will be effective for the Districts 2021 fiscal year. This statement establishes criteria for identifying fiduciary
activities of School Districts. The focus of the criteria generally is on (I) whether a government is controlling the
assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exists. An activity
meeting the criteria should be reported in a fiduciary fund in the basic financial statements.
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ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS-June 30, 2020

NOTEI-UPCOMING ACCOUNTING PRONOUNCEMENTS

Governmental Accounting Standards Board (GASS) Statement No. 87, | eases, was issued by the GASS in June 2017
and will be effective for the District's 2021 year end. The objective of this Statement is to increase the usefulness of
governments' financial statements by requiring recognition of certain lea se assets and liabilities for leases that
previously were classified as operating leases and recognized as inflows of resources or outflows of resources based
on the payment provisions of the contract. It establishes a single model for lease accounting based on the foundational
principle that leases are financing of the right to use the underlying asset. Under this Stateme nt, a lessee is required to
recognize a lease | iab ili ty and an intangible right-to-use lease asset, and a lessor, is required to recogn ize a lease
receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of information about
governments' leasing activities.

NOTE J- SUBSEQUENT EVENTS

Management evaluates events occurring subsequent to the date of the financial statements in determining the
accounting for and disclosure of transactions and events that affect the financial statements . Subsequent events have
been evaluated through the date of the accompanying independent auditor's report, which is the date the financial
statements were available to be issued.

As a result of the spread of the COVID-19 coronavirus, numerous economic uncertainties have arisen. To combat the
spread of the COYID-19, the governor of Michigan issued a "stay at home" order beginning on March 23, 2020, that
lasted for over 70 days. This order required the closure of all non-essential businesses and required residents to shelter
in place . The "stay at home" order, like many others across the country, has disrupted supply chains and affected
production and sales across a range of industries. The extent of the impact of COYID-19 on operational and financial
performance will depend on certain develo pments, including the duration and spread of the outbreak, impact on
customers, employees and vendors all of which are uncertain and cannot be predicted. At this point, the extent to
which COYID-19 may impact the financial condition or results of operations is unce rtain.
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ARVON TOWNSHIP SCH
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE
Year Ended June 30, 2020

Revenues
Localsources
State sources
Federal sources

Total revenues

Expenditures
Instructio n
Supporting services
Community services
Total expenditures
Excess (deficiency) of revenues over expenditures

Other financing sources (uses)
Operating transfers out

Net change in fundbalances
Fund balances- Beginning of year

Fund balances - End of year

LDISTRICT

Variance
Budgeted Amounts Final to
Original Final Actua | Actual
$ 301,032 $ 302,432 $ 302,461 $ 29
24,389 25,711 23,801 (1,910)
16.298 9,595 9,265 (330)
341,719 337,738 335527 _ (2.211)
218,890 209,574 210,055 (481)
189,197 18 6,707 185,097 1,610
400 91 91
408.487 396.372 395.243 1,129
(66,768) (58 ,634) (59,716 ) (1,082)
(7.800) (7,388) (7,388)
$ {74568) $ (66.022) (67,10 4) i (1,082)
624.442
$ 557,338
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A. District's proportion of net pension liability 0.00129 0.00122 %
C. District's covered payroll

D.District's proportionate share of net pension liabilityasa
percentage of its covered payroll

A. Statutorilyrequired contributions

C. Contributiondeficiency (excess)
D. District's covered payroll

ARVON TOWNSHIP SCHOOL DISTRICT
PENSION REQUIREMENTS
Year Ended June 30, 2020

SCHEDULE OFTHEDISTRICT'SPROPORTIONATE
SHARE OF THE NET PENSION LIABILITY

Michigan Public School Employees Retirement Plan
Last Six Fiscal Years (Amounts were determined as 0f9/30 of each plan year)

9/30/2014 9/30/2015 9/30/2016 9/30/2017 9/30/2018 9/30/2019

0.00141 % 0.00150 % 0.00152 % 0.00155 %

B. District's proportionate share of net pension liability $ 284,327 % 299,641 $ 352,295 $ 389,354 $ 457,444  $ 512,718
$ 121,083 $ 105,628 $ 125,054 % 125897 § 129,175 $ 134,797
234.82 % 283.68 % 281.71 % 309.26 % 354.13 % 380.36 %

E. Plan fiduciary net position asa percentage of total pension liability 66.20 % 63.17 % 63.27 % 64.21 % 62.36 % 60.31 %

SCHEDULE OF THE DISTRICT'S CONTRIBUT IONS
Mic higan Public School Employees Retirement Plan
LastSix Fisca | Years (Amounts were determined as of 6/30 of each fiscal year)
6/30/2015 6/30/2016 6/30/2017 6/30/2018 6/30/2019 6/30/2020
$ 22662 % 21,459 $ 23,661 $ 23,203 % 23,977 $ 25,468
B. Contributions in rela tion to statutorily required contributions 221675 21459 23,661 23,203 23977 25,468
$ {13} $ - % - S -8 -8
$ 102,222 $ 109,880 $ 125,175 ¢ 129,336 $ 134,111  $ 135,630
E. Contributions as a percentage of covered-employee 22.18 % 19.53 % 18.90% 17.94 % 17.88 % 18 .78 %
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ARVON TOWNSHIPSCHOOL DISTRICT
OPEB REQUIREMENTS
Year Ended June 30, 2020

SCHEDULE OF THE DISTRICT'S PROPORTIONATE
SHARE OF THE NET OPEBLIABILITY

Mic higa n Pu blic Schoo | Emp loyees Retirement Plan

Last Three Fiscal Years (Amo unts were determined as o f 9/30 of eac h pla n year)

__9/30/2017 9/30/2018 9/30/2019
A.District'sproportionof net OPES liability 0.00148 % 0.00152 % 0.00153%
B. District's proportionate share of netOPEB liability $ 131,757 $ 120,718 $ 109,538
C. District'scovered payroll $ 125897 $ 129,175  $ 134,797
D.District's proportionate share of net OPEB liability asa

percentage of its covered payroll 104.65 % 93.45 % 81.26 %
E. Plan fiduciary net position asa percentage of total OPEB liability 36 .39 % 42.95 % 48.46 %

SCHEDULE OF THE DISTRICT'S CONTRIBUTIONS
Michiga n Public Sc hoo I Emp loy e es Retireme nt Pla n
Last Three Fiscal Years (A mo unt s we re determ ined as of 6/30 of each fisca | yea r)
6/30/2018 6/30/2019 6/30/2020

A. Statuto rily required contributions $ 9,19 $ 10350 s 9,770
B. Contributions in relation to statutorily required contributions 9.196 10,350 . 9770
C. Contributio n deficie ncy (excess) $ - $ - $
D. District's coveredpayroll $ 129,336  $ 134,111 8 135,630
E. Contributions as a percentage of covered-employee 7.11% 7.72% 7.20%
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ARVON TOWNSHIP SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -June 30,2020

Pension Information

Ten years of data are required in the pension related schedules. The number of years presented as of June 30, 2020
represent the number of years since the accounting standard requiring these schedules came into effect.

NOTE A- CHANGE OF BENEFIT TERMS
There were no changes of benefit terms in 2019.

NOTE B -CHANGE OF ASSUMPTIONS

During the year, MPSERS approved a decrease in the discount rate for the September 30, 2019 annual actuarial
valuation of0.25 percent from 7.05% to 6.8% for the non-hybrid plan.

OPEB Information

Ten years of data are required in the OPEB related schedules. The number of years presented as of June 30, 2020
repre sent the number of years since the accounting standard requiring these schedules came into effect.

NOTE A - CHANGE OFBENEFIT TERMS
There were no changes of benefit terms in 2019.
NOTE B- CHANGE OF ASSUMPTIONS

During the year, MPSERS approved a decrease in the discount rate for the September 30, 2018 annual actuarial
valuation of 0.20 percent from 7.15% to 6.95% for the OPEB plan.
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ARVON TOWNSHIP SCHOOL DISTRICT
GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES., AND

CHANGES IN FUND BALANCES
Year Ended June 30, 2020

Budget Actual Variance
Revenues
Local sources
Taxes $ 293,353 $ 293,353 $
Earnings on investmen ts 1,380 1,409 29
M iscellaneous 7.699 7.699
Total lo ca | sources 302,432 302,461 29
State so urces 25711 23.801 (1.910)
Federa | sources
REAP 8,009 8,009
Title 1l 1,256 1,256
Title IV 330 (330)
Total federal sources 9.595 9.265 (330)
Total revenues 337,738 335,527 (2,211)
Expend it ures
Inst ructio n
Basic program 197,592 198,073 (481)
Compensatory education 11982 11,982
Total instructio n 209,574 210.055 (481)
Supporting serv ices
Instructional staff
Library 4,693 3.082 1,611
General a dminist ratio n
Board of education 14,207 14,207
Business-fiscal service s 12,896 12,896
O perations & maintenance 83,264 83,306 (42)
Pupil transportation 71,317 71,276 41
Technical suppo rt 330 330
Total s uppo rtin g se rvi ces 186.707 185,097 1.610
Commu nity services 91 91
Total expe nditures 396.372 395.243 1.129
Excess (deficiency) of reve nues ove r expend itu res (58,634) (59.716) (1,082)
Other financing so urces (uses)
Operating transfers out (7,388) (7.388)
Net change in fund balances $ (66,022) (67, 104 ) =& _ = $2:08=2)

Fund balances - Beginning of year 624.442

Fund balances - End of year $ 557,338
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ARVON TOWNSHIP SCHOOL DISTRICT

FOOD SERVICE FUND
SCHEDUILE OF REVENUES, EXPENDITURES. AND

CHANGES IN FUND BALANCES
Year Ended June 30, 2020

Revenues
Local sources
Other food sales

Expenditures
Purchased services

Excess (deficiency) of revenues over expenditures

Other financing sources (uses)
Operating transfers in

Net change in fund balances
Fund balances - Beginning of year

Fund balances - End of year

Budget Actual Variance
$ 814 s 814 -
7.440 7.441 n
(6,626) (6,627) 0]
7,388 7,388
$ 762 761 ()
1,647
$ 2,408
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RUKKILA | NEGRO
AND ASSOCIATES

Certified Public Accountants, PC

310 Shelden Avenue, Houghton, Michigan 49931
906.482.6601 906.482.9046 fax www.rukkilanegro.com

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
Arvon Township School District
Skanee, Michigan

We have audited in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Arvon Township School District as of and for the year then ended June
30, 2020 and the related notes to the financial statements and have issued our report thereon dated November 13, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Arvon Townsh ip School
District's, inte rnal 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 interna | control. Accord ing ly, we do not
express an opinio n on the effectiveness of the District"s internal control.

A deficiency in internal control exists when the design or operatio n 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 combinat ion of deficiencies, in internal
control such that there is a reaso nable possibility that a material misstatement of the entity's financial statements will
be not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combinat io n of deficiencies, in internal contro | that is less severe than a material weakness, yet important enough to
merit attention by those charged wit h gove rnance.

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 defi cienc ies in i nte rna | co ntro | that might be material weaknesses or, significant
defic ie ncies . Given these limitations, during our audit we did not identify any deficiencies in internal control that we

consider to be material weaknesses . However material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whe ther the School District's financ ia | statements are free of material
misstatement, we performed tests of its compliance with certa in provisions of laws, regulations, contracts, and grant
agreements, nonco mp lia nce with which cou Id have a directand mate rial effect on the determination of financial
statement amounts. Howeve r, providing an opin io noncomp liance with those provisions was not an objective of our
audit and, according ly, we do not express such an opinio n. The results of our tests disclosed no instances of
noncompliance or other matters thatare required to be reported und er Government Auditing Standards.
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Purpose of thisReport

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

other purpose.

Rukkila, Negro & Associates,
Certified Public Accountants, PC
November 13,2020
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RUKKILA | NEGRO
AND ASSOCIATES

Certified Public Accountants, PC
310 Shelden Avenue, Houghton Michigan 49931
906.482.6601906482.9046 faxwww.rukkilanegro.com

COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

To the Board of Education
Arvon Township School District
Skanee, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining
fund information of Arvon Township School District for the year ended June 30, 2020. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing standards and, if
applicable Government Auditing Standards, as well as certain information related to the planned scope and timing of
our audit. We have communicated such information in our letter to you dated August 5, 2020. Professional standards
also require that we communicate to you the following information related to our audit.

Sianificant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The signi ficant accounting
policies used by Arvon Township School District are described in Note A to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during the year ended June
30, 2020. We noted no transactions entered into by Arvon Township School District during the year for which there is
a lack of authoritative guidance or consensus. All significant transact io ns have been recognized in the financial
stateme nts in the proper period.

Accounting estimates are an inte gral part of the financial state ment s prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are palticularly sensitive because of their sign ifi ca nce to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected. The most sens itive
estimates affecting the Governmental Activities financial statements were:

Management's estimate of the liability of the payout for the employee compensated absences upon their
retirement is based on expected payout:

«  We evaluated the key factors and assumptions used to develop the balance of compensated absences in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management's estimate of the | ive s of capital assets:
e We evaluated the key factors and assumptions used to develop the estimated life span of the capital assets in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management's estimate of the net pension and net OPEB liability:
e We evaluated the key factors and assumptions used to develop the liabilities related to the Municipal
Emp lo yees' Ret irem e nt System of Mic higan , which are based on actua rial valuations.
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Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

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

Disagreements with Management

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

Management Representations

We have requested certain representations from management that are included in the management representation letter
dated November 13,2020.

Management Consultations with Other Independent Accountants

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

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principl es and auditing standards,
with management each year prior to retention as Arvon Town ship School District's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition to
our retention.

Other Matters

We applied certain limited procedures to the budgetary comparison schedules and Schedules related to the
Proportionate Share and Contributions of the District's Net Pension Liability, which are required supplementary
information (RSI) that supplements the basic financial statements. Our procedures consisted of inqu iries of
management regarding the method s of preparing the information and comparing the information for consistency with
manageme nt' s responses to our inqu iries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We did not audit the RSI and do not express an opinion or provide any
assurance on the RSI.

We were engaged to report on combining and individual fund statements and schedules, which accompany the
financial statements but are not RSI. With respect to this supplementary informatio n, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine that the
information complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior per iod , and the information is appropriate and complete in relation to our
audit of the financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements  themselves.
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Restriction on Use

This information is intended solely for the use of the Arvon Township School District board and management and is
not intended to be and should not be used for anyone other than these specified parties.

Rukkila, Negro & Associates,

Certified Public Accountants, PC
November 1 3, 2020
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ARVON TOWNSHIP SCHOOL DISTRICT
COMMENTS ANDRECOMMENDATIONS
JUNE 30, 2020

During our audit we became aware of an opportunity for strengthening internal controls and operating efficiencies.
The following item summarizes our comment and suggestion regarding this matter.

We will revie w the status of this comment during our next audit engagement. We have already discussed this
comment and suggestion with various personne |, and we will be pleased to discuss them in further detail at your
convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations.

Budget Review

The Uniform Budgeting Act requires entities to approve an operating budget prior to the beginning of the year and
that all amendments to budget made throughout the year are approved. Districts shall not incur expenditures in excess
of the amount appropriated. The approved budgets of these funds were adopted on an activity and/or program level.
During the year ended June 30, 2020, the District incurred expenditures which were in excess of the amounts
appropriated as shown within the required supplemental financial information .

The District should control expenditures in each governmental fund so as not to exceed the amounts appropriated.

When this is not possible, the budget should be amended accordingly. We recommend that the District review the
provisions of Public Act2 of 1968 , as amended, to determine proper compliance procedures.
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