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INDEPENDENT AUDITOR’S REPORT

Board of Education
Whitehall District Schools
Whitehall, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Whitehall District Schools (the School District), as of and for the year
ended June 30, 2019, and the related notes to the financial statements, which collectively comprise the School
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Whitehall District Schools as of June 30, 2019, 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 analysis, budgetary comparison information, and pension and OPEB information on pages 4
through 16 and 50 through 56 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Whitehall District Schools' basic financial statements. The combining nonmajor fund financial
statements are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining nonmajor fund financial statements are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the combining nonmajor fund financial statements are fairly
stated in all material respects in relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 7, 2019, on our
consideration of Whitehall District Schools’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Whitehall District
Schools’ 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 Whitehall District Schools’ internal
control over financial reporting and compliance.

Report on Restatement Adjustments to Financial Statements

As discussed in Note O to the financial statements, an error resulting in an overstatement of net capital assets and
an understatement of instruction and support expenses as of and for the year ended June 30, 2019 was discovered
subsequent to the issuance of our report on those financial statements dated October 7, 2019. Accordingly,
adjustments have been made to net capital assets as well as instruction and support expenses as of and for the year
ended June 30, 2019 to correct the error.

W%@)Qab RC.

Muskegon, Michigan
October 7, 2019, except for Note O, as to which the date is October 25, 2019



Whitehall District Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

The discussion and analysis of Whitehall District Schools’ financial performance provides an overall review of the
School District’s financial activities for the fiscal year ended June 30, 2019. The intent of this Management
Discussion and Analysis is to provide, in simple terms, a look at the District’s past performance and current position.
Readers may also review the financial statements, and notes to the financial statements to enhance their
understanding of the District’s financial performance.

This information is required by GASB 34 (Governmental Accounting Standards Board’s Statement No. 34). GASB
34 requires the presentation of two basic types of financial statements; namely, District-wide Financial Statements
and Fund Financial Statements. Certain comparative information between the current year and the prior year is
typically presented in the MD&A.

Overview of the Financial Statements

This annual report consists of five parts: (1) the independent auditor’s report, (2) management’s discussion and
analysis (this section), (3) the basic financial statements, (4) required supplementary information, and (5) combining
financial statements. The financial statements include notes that explain some of the information in the statements
by providing detailed data. These statements are followed by a section of required supplementary information that
further explains and supports the financial statements, utilizing a comparison to the District’s budget for the year.
Additionally, the basic financial statements also include two kinds of statements that present different views of the
District.

District-Wide Financial Statements

The district-wide financial statements are full accrual basis statements that provide information about the District’s
overall financial status. They are used to help determine whether or not the District is in a better or worse financial
position as a result of the year’s activities. The Statement of Net Position reports all of the District’s assets, deferred
outflows and inflows, and liabilities, both short-term and long-term, whether they are “current” (available or due
within the next year) or not. Capital assets and long-term obligations of the District are reported in this statement.
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 report the District’s net position and how it has changed. Net position, the
difference between the District’s assets, deferred outflows and inflows, and liabilities, is one way to measure the
District’s financial health or position. Over time, increases or decreases in net position is an indicator of whether
the District’s financial position is improving or deteriorating.

In order to accurately assess the District’s overall health, the reader should also consider additional non-financial
factors such as changes in the District’s property tax base, the quality of the education provided, and the condition
of the District’s buildings.

In district-wide statements, the District’s activities are classified as governmental activities. Governmental activities
include most of the District’s basic services, such as regular and special education, food service, athletics,
transportation, and administration. Property taxes and state aid finance most of these services.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

Fund Financial Statements

The fund financial statements focus on individual parts of the District, while reporting the District’s operations in
more detail than the district-wide statements. The fund level statements are reported on a modified accrual basis.
Only those assets that are measurable and currently available are reported. Liabilities are recognized to the extent
that they are expected to be paid with current financial resources.

Fund statements are formatted to comply with the legal requirements of the Michigan Department of Education’s
Accounting Manual. In the State of Michigan, the District’s major instructional and instructional support activities
are reported in the General Fund. Additional activities are reported in their relevant funds including: Special
Revenue Funds for Community Education, Food Service, & Technology/Security activities, Debt Service Funds,
Capital Project Funds, and Fiduciary Funds.

In fund financial statements, capital asset purchases are reported as expenditures in the year of acquisition. No asset
is reported. The issuance of debt is recorded as a financial resource. The current year’s payments of principal and
interest on long-term obligations are recorded as expenditures. Future year’s debt obligations are not recorded.

In addition to the General Fund, which is required to be reported individually as a major fund, the District reports
the Community Education Fund as a major fund. This fund represents the operations of White Lake Area
Community Education, a five-district consortium for which the District serves as the fiscal agent.

Beginning with 2013-14, the Debt Service Fund was added as a major fund. Prior to this year, the district accounted
for each bond issue with a separate fund. Michigan law allows school districts to combine debt funds into a single
common debt fund. The combined amounts in a single fund require that fund to be considered a major fund.

The voters of the Whitehall District Schools District passed a bond issue in November 2016 authorizing the issuance
of up to $12.9 million. The bond proceeds and investment earnings were projected to support $12.945 million in
projects covering facilities upgrades, technology infrastructure upgrades, bus replacements, issuance costs and
interest costs. Bonds were sold in April 2017 with a principal value of $11.67 million and premium of $1.61 million.
The final installment of debt repayment is in 2034-35, the same as previous debt issues. The Capital Projects Fund
0f 2017 is the other major fund.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

Financial Analysis of the District as a Whole

The net position of the District at June 30, 2019 is approximately $(35.7) million, a slight decrease from the previous
year, as shown below in a condensed comparative statement of net position.

Statement of Net Position

For the Year Ended June 30,

2019 2018
Assets
Current assets $ 12,392,592 19,299,902
Capital assets (net of depreciation) 42,423,465 37,172,355
Deferred outflows of resources 18,360,542 11,146,992
Total assets and deferred outflows of resources 73,176,599 67,619,249
Liabilities
Current liabilities 8,178,213 8,774,525
Long-term debt and post-employment liability 47,206,449 51,055,835
Net pension liability 45,639,307 39,161,046
Deferred inflows of resources 7,900,804 4,109,807
Total liabilities and deferred inflows of resources 108,924,773 103,101,213
Net Position
Net investment in capital assets 8,173,581 5,387,134
Restricted funds 1,517,688 1,432,428
Unrestricted funds (45,439,443) (42,301,526)
Net position $ (35,748,174) $  (35,481,964)

Comments on Major Changes to Net Position

e Current assets — Decreased as funds were used for capital improvements.

e (Capital assets — Increased with the construction projects funded by the 2017 bond issue.
GASB 68 and 75 significantly affected the net position of the District as the estimated portion of the
school employees’ retirement costs (pension and health benefits) is being recognized on all public school
statements. For Whitehall, $45.639 million is included for the pension liability, and the $12.119 million
(see page 17) is included for the other post-employment benefits (OPEB) liability. The State has begun to
fund this system beginning with the 2013-14 fiscal year for pension and the 2017-18 fiscal year for
OPEB.

The District uses its capital assets to provide services to students; consequently, these assets are not available for
future spending. Although the District’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay the debt must be provided from other sources since the capital assets
themselves cannot be used to liquidate these liabilities. The remaining net position represents resources that are
either restricted for debt service, food services, and community services or are unrestricted as to how they may be
used.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

Statement of Activities

For the Year Ended June 30,

2019 2018

District Wide Revenues

Program Revenues
Charges for services $ 956,739 $ 1,014,663
Operating grants 10,131,872 10,926,471
General Revenues

Property taxes 6,553,725 6,237,566
Unrestricted grants 13,727,782 13,176,737
Other revenues 339,995 276,585
Total revenues 31,710,113 31,632,022

District Wide Expenses
Instruction 14,999,769 16,025,172
Support services 11,993,674 10,222,466
Community services 1,853,625 1,486,466
Food services 1,016,860 1,018,610
Athletics 539,502 523,227
Interest on long-term debt 1,568,938 1,680,570
Unallocated amortization 4,383 -
Total expenses 31,976,751 30,956,511
Change in net position (266,638) 675,511

Net position at beginning of year

(35,481,536)

(36,157,475)

Net position at end of year $ (35,748,174) $ (35,481,964)

The net position of the District decreased by approximately $267,000 during 2018-19 as indicated above. This
would indicate that financial conditions were stable and that no immediate fiscal issues are of concern to
management. State funding of education through the foundation grant and student enrollment are the primary
factors for the District’s financial activities. With the improvement of the economy, state funding has improved.
Student enrollment has stabilized in the recent past. However, much of the state growth has been used to address
the state’s unfunded obligations for retirees which is addressed throughout the statements as GASB 68 and 75.

The Statement of Activities, presented later in the government-wide financial statements, provides greater detail on
the District’s activity. The cost of the District’s governmental activities for the year was approximately $31.977
million. Certain activities and programs were paid through charges for services by the beneficiaries of the programs,
or grants restricted to specific uses. The remaining public benefit portion of expenditures was paid for with property
taxes, state pupil foundation aid, investment earnings, and other miscellaneous revenues.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

Capital Assets and Debt Administration

Net Capital Asset Values

Change in

Accumulated
June 30, 2018 Additions Deductions Depreciation June 30, 2019
Land $ 762,882 $ - $ - $ - $ 762,882
Construction in progress 1,031,954 4,437,682 867,208 - 4,602,428
Buildings & improvements 34,266,901 2,788,084 - 1,214,591 35,840,394
Furniture & equipment 636,384 91,510 13,536 116,986 597,372
Buses and vehicles 474,234 260,559 644,988 (530,584) 620,389
Total $ 37,172,355 $ 7,577,835 $ 1,525,732 $ 800,993 $ 42,423,465

As indicated above, capital assets, net of depreciation, increased in value from July 1, 2018, to June 30, 2019. This is the result of ongoing construction
projects funded by the 2017 bond issue.

Debt Obligations
June 30, 2018 Additions Reductions June 30, 2019 Current
Bonds for capital financing  $ 39,234,326 $ - $ 2,503,637 $ 36,730,689 $ 2,325,000
Compensated absences 232,637 23,487 20,001 236,123 22,100
Retirement obligations 503,772 37,606 43,564 497,814 78,000
Cash flow borrowing 2,500,000 2,000,000 2,500,000 2,000,000 2,000,000
Total $ 42,470,735 $ 2,061,093 $ 5,067,202 $ 39,464,626 $ 4,425,100

As indicated above, total debt obligations of the District decreased during the year ended June 30, 2019. Principal and interest payments were made
according to debt schedules. State Aid Notes for cash flow borrowing were paid and new notes issued for $2 million.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

General Fund Budgetary Highlights

The State of Michigan’s Uniform Budget Act requires that the local Board of Education approve the original budget
for the upcoming fiscal year prior to July 1, the start of the fiscal year. When the budget is prepared each year,
several unknown factors exist. Estimates are used for such major items as student count, employee contracts, state
aid, staffing, and tax appeals. When compared in total, the variances between the initial budget, final budget and
actual results are minimal considering all of the unknowns that exist during initial budgeting. As a matter of practice,
the District amends its budget periodically during the fiscal year. These revisions are made in order to deal with
changes in revenues and expenditures that become known during the year.

One of the major factors impacting the District’s budget is the revenue received from the State of Michigan through
the per-pupil foundation allowance. The foundation grant for the 2018-19 year was increased from $7,631 per
student to $7,811; up $180 per student from the 2017-18 foundation grant level. The District also received $379
per student for operating purposes in various categorical grants. Another $964 per student was received to offset
retirement costs, of which $795 per student was paid back to the state to reduce the retirement system’s unfunded
liabilities.

Expenditure assumptions did not change significantly from the adoption of the initial budget through multiple
budget amendments. At each point, staffing levels and costs, as well as funding sources were reviewed and adjusted
as needed.

The initial budget called for an operating surplus of $35,836, while the final amended budget called for a surplus of
$59,899. The biggest change in assumptions from the initial budget to the final amendment was the adjustment of
revenue sources and levels as student count was finalized and grant budgets were approved. The actual results
reflect an operating surplus of approximately $285,033; $225,134 more than expected compared to the final budget
amendment. A table showing these results follows.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

2018-19 General Fund

Initial Budget Final Budget Actual
Revenues
Local revenue
Local sources 3,189,783 $ 3,383,452 $ 3,446,622
Received from other districts 614,500 773,000 725,429
State revenue 17,872,232 17,650,839 17,659,480
Federal revenue 928,957 985,674 907,333
Transfers and other 53,094 58,998 37,348
Total revenues 22,658,566 22,851,963 22,776,212
Variance of actual from budget 117,646 (75,751)
0.52% -0.33%
Expenditures
Instruction 14,693,449 $ 14,560,546 $14,088,890
Instructional support 2,416,113 2,455,767 2,489,011
Administration 2,492,140 2,524,655 2,525,061
Maintenance and operations 1,398,080 1,412,635 1,522,831
Transportation 909,251 1,028,917 1,119,001
Athletics 504,697 504,552 512,561
Community Services - - 498
Transfers and other 209,000 304,992 233,326
Total expenditures 22,622,730 22,792,064 22,491,179
Variance of actual from budget 131,551 300,885
0.58% 1.32%
Change in Fund Balance 35,836 59,899 285,033
Variance of actual from budget 249,197 225,134

10



Whitehall District Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

The significant budget variances are attributed to the following items:

Revenue Sources
e Revenue from other districts was less than budgeted as the ISD used more special education funding for
its services to districts before allocating to local districts.
e Federal revenue was less due to underspending of the grants which will be carried over into the next
year’s allocation.

Expenditures:
o Instruction was less than budgeted due to less than expected severance payments and billback for ISD

services as well as payments to the state for unfunded retirement obligations.
e Maintenance spent more than anticipated in utilities due to the unusually harsh winter.
e In transportation, expenses were higher than expected for wages and fleet maintenance.

Budget variances in expenditures by object category are below.

General Fund 2018-19 Percent 2018-19 Percent Percent
Expenditures by Object Budget of total Actual of total Variance Budget
Wages $11,092,941 48.67% $11,076,723 49.25% $ 16,218 0.15%
Benefits 7,630,744 33.48% 7,417,924 3298% $ 212,820 2.79%
Purchased services 1,694,376 7.43% 1,675,389 745% § 18,987 1.12%
Supplies 1,156,940 5.08% 1,289,743 5.73%  $(132,803) -11.48%
Capital 312,971 1.37% 296,268 1.32% $ 16,703 5.34%
Other 904,092 3.97% 735,132 327% $ 168,960 18.69%

Total $22,792,064 100.00% $22,491,179 100.00% $ 300,885

e Benefits were less than budgeted in severance and unfunded retirement payments.
e Supplies were more than budgeted due to increases in utility costs.
e (Capital projects were budgeted but not undertaken, including replacement of copiers.
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Whitehall District Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

General Fund Year-to-Year Comparative Highlights

In comparing results for the year ended June 30, 2019 to results for the year ended June 30, 2018, State revenue
increased with the improved Michigan economy and resulting foundation grant. The State has also increased its
contribution through school districts to lower the unfunded liability of the State retirement system.

Instructional expense was lower due to less ISD services billed back and replacement of retiring staff.

Instructional Support increased with Social Worker staffing and a reclassification of Alternative Education
student supervision. Transportation increased with staffing changes and the purchase of buses.

General Fund Year-to-Year Comparison of Actual Results

2019 2018 Difference
Revenues

Local revenue
Local sources $ 3,446,622 $ 3,224,938 $ 221,684
Received from other districts 725,429 657,095 68,334
State revenue 17,659,480 17,558,426 101,054
Federal revenue 907,333 929,456 (22,123)
Transfers and other 37,348 57,251 (19,903)
Totals revenues $22,776,212 $22,427,166 $ 349,046

Expenditures
Instruction $14,088,890 $14,286,729 $ (197,839)
Instructional support 2,489,011 2,264,563 224,448
Administration 2,525,061 2,462,086 62,975
Maintenance and operations 1,522,831 1,508,423 14,408
Transportation 1,119,001 844,425 274,576
Athletics 512,561 506,997 5,564
Community Services 498 - 498
Transfers and other 233,326 161,056 72,270
Total expenditures $22,491,179 $22,034,279 $ 456,900
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

As indicated below, funding from the State of Michigan is the District’s largest source of revenue at 77.53% and

decreased in amount and percentage of revenue in comparison to the prior year. Thus, the financial stability of the
District rests primarily with the economic health of the State of Michigan.

General Fund Revenue and Other Financing Sources

Revenues 2018-19 Percent 2017-18 Percent
State revenue $ 17,659,480 77.53% $ 17,558,426 78.29%
Federal revenue 907,333 3.98% 929,456 4.14%
Local sources 3,446,622 15.13% 3,224,938 14.38%
Local from other districts 725,429 3.19% 657,095 2.93%
Transfers and other 37,348 0.17% 57,251 0.26%

Total revenues $22,776,212 100.00% $22,427,166 100.00%

General Fund Expenditures by Function

Expenditures 2018-19 Percent 2017-18 Percent
Instruction and support $16,577,901 73.70% $16,551,292 75.12%
Business and administration 2,525,061 11.23% 2,462,086 11.17%
Maintenance and operations 1,522,831 6.77% 1,508,423 6.85%
Transportation 1,119,001 4.98% 844,425 3.83%
Athletics 512,561 2.28% 506,997 2.30%
Community services 498 0.00% - 0.00%
Transfers and other 233,326 1.04% 161,056 0.73%

Total expenditures $22,491,179 100.00% $22,034,279 100.00%

As the chart above indicates, 73.70% of the District’s resources are spent on instruction and instructional support
services. This indicates the District’s priority of spending resources in the classroom and in ways that directly
benefit students. It is noted that the District spends approximately 6.77% of its budget on maintenance and
operations and 4.98% of its budget on transportation of its students.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

The District’s pupil enrollment for state aid funding purposes decreased by 4 full-time equivalent students in 2018-19. The chart below depicts the enrollment
changes experienced by the District over the past eleven years. For the time period presented, the peak K-12 enrollment for the District was 2,192 students
in 2008-09.

WDS K-12 Enrollment 2008-09 through 2018-19
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

White Lake Area Community Education Budgetary Highlights

The State of Michigan’s Uniform Budget Act requires that the local Board of Education approve the original budget
for the upcoming fiscal year prior to July 1, the start of the fiscal year. This requirement applies not only to the
general fund but to other governmental funds, including special revenue funds. White Lake Area Community
Education (WLACE) is a five-district consortium for which Whitehall District Schools serves as the fiscal agent.
WLACE provides early childhood, community enrichment, alternative and adult education, and other community
service programs to the five member districts — Whitehall District Schools, Montague Area Public Schools, Reeths-
Puffer Schools, Holton Public Schools, and North Muskegon Public Schools.

2018-19 Community Education Fund

Initial Budget Final Budget Actual
Revenues
Local revenue $ 710,127 $ 750,000 $ 736,089
State revenue 2,125,942 1,867,743 1,891,856
Federal revenue 849,810 880,395 898,154
Transfers and other - 95,992 85,000
Total revenues 3,685,879 3,594,130 3,611,099
Variance of actual from budget (74,780) 16,969
-2.0% 0.5%
Expenditures
Instruction 1,676,068 1,594,270 1,600,656
Support services 477,941 482,216 456,152
Community enrichment 85,331 103,896 94,407
Early childhood 1,428,272 1,478,419 1,493,667
Transfers and other 39,023 21,998 -
Total expenditures 3,706,635 3,680,799 3,644,882
Variance of actual from budget (61,753) (35,917)
-1.7% -1.0%
Change in Fund balance (20,756) (86,669) (33,783)
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Whitehall District Schools
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2019

The significant budget variances are attributed to the following items:

Revenue Variances
e The consortium had fewer state funded preschool students and classrooms.

e Anincoming transfer was budgeted and made to cover the end of grant period accrual of compensation
for the state preschool program.

Expenditure Variances
e The lower funding of preschool is reflected in the Instruction variances.

Summary
e The ending fund balance for WLACE is $130,380 or 3.58% of 2018-19 expenditures.

Currently Known Facts and Conditions Affecting the 2019-20 School Year

The adopted general fund budget for the 2019-20 fiscal year projects a surplus of approximately $33,000. This
budget will be amended in the winter of 2019-20 to reflect updated factors such as foundation grant information,
actual student counts, and final staffing levels. A state budget funding public schools had not been finalized by
the state prior to June 30, 2019 when a new district budget was required to be in place. Therefore, estimates were
used based on various legislative and executive proposals.

The main assumptions in this budget are:

o The District has budgeted for the per pupil foundation grant to be $8,071, an increase of $200.
Enrollment is projected to decline slightly.

o MPSERS has several rates for the various retirement plans and options. The rate for the most common
plan is expected to be higher than 2018-19. The State has begun to write down the unfunded liability of
the retirement system with funding under Section 147 of the State Aid Act. Revenue and expense include
equal amounts for this retirement funding.

o The White Lake Area Community Education budget projects a deficit of $21,000. Much of the budget is
grant based and expenses are adjusted to meet funding levels.

Employee Contracts (MEA affiliates)

A successor contract for certified staff (teachers and professional instructional support) was ratified in August
2013, and expires August 31, 2027 with periodic re-opener clauses for wages and/or benefits. The most recent re-
opener was ratified in June 2018. The current contract with the transportation employees group was ratified in
July 2017 and expires June 2020.

Requests for Information

This financial report is designed to provide the citizens, taxpayers, parents, students, investors and creditors with a
general overview of the District’s finances, and to show how the District is accountable for the money it receives.
Questions concerning any of the information provided in this report, or requests for additional financial information
should be addressed to Jerry McDowell, Superintendent, Whitehall District Schools, 541 E. Slocum, Whitehall, MI
49461, telephone number (231) 893-1005.
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Whitehall District Schools
STATEMENT OF NET POSITION

June 30, 2019
Governmental
activities
ASSETS
Current assets
Cash and cash equivalents $ 6,944,886
Investments 1,529,870
Receivables 16,806
Due from other governmental units 3,878,295
Inventories 19,680
Prepaid items 3,055
Total current assets 12,392,592
Noncurrent assets
Capital assets, net
Nondepreciable 5,365,310
Depreciable 37,058,155
Total noncurrent assets 42,423,465
Total assets 54,816,057
DEFERRED OUTFLOWS OF RESOURCES
Deferred charges on refunding 135,123
Related to other postemployment benefits 2,344,270
Related to pensions 15,881,149
Total deferred outflows of resources 18,360,542
Total assets and deferred outflows of resources 73,176,599
LIABILITIES
Current liabilities
State aid loan 2,000,000
Accounts payable and accrued liabilities 3,383,300
Due to other governmental units 366,865
Unearned revenue 50,948
Bonds and other obligations, due within one year 2,377,100
Total current liabilities 8,178,213
Noncurrent liabilities
Bonds and other obligations, less amounts due within one year 35,087,526
Net other postemployment benefits liability 12,118,923
Net pension liability 45,639,307
Total noncurrent liabilities 92,845,756
Total liabilities 101,023,969
DEFERRED INFLOWS OF RESOURCES
Related to other postemployment benefits 2,724,028
Related to pensions 5,176,776
Total deferred inflows of resources 7,900,804
Total liabilities and deferred inflows of resources 108,924,773
NET POSITION
Net investment in capital assets 8,173,581
Restricted
Debt service 1,406,475
Technology 111,213
Unrestricted (45,439,443)

Total net position

S _GS748.174)

The accompanying notes are an integral part of this statement.
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Whitehall District Schools
STATEMENT OF ACTIVITIES
For the year ended June 30, 2019

Net (Expense)
Revenue and
Changes in
Program Revenue Net Position
Charges for Operating grants Governmental
Functions/Programs Expenses services and contributions activities
Governmental activities
Instruction $ 14,999,769 $ - $ 5,367,252 $  (9,632,517)
Support services 11,993,674 29,314 2,487,442 (9,476,918)
Community services 1,853,625 610,827 1,105,218 (137,580)
Food services 1,016,860 241,983 694,846 (80,031)
Athletics 539,502 74,615 - (464,887)
Interest on long-term debt 1,568,938 - 477,114 (1,091,824)
Unallocated depreciation and amortization 4,383 - - (4,383)
Total governmental activities $ 31,976,751 $ 956,739 $ 10,131,872 (20,888,140)
General revenues
Property taxes 6,553,725
Grants and contributions not restricted to specific programs 13,727,782
Investment earnings 174,433
Miscellaneous 165,562
Total general revenues 20,621,502
Change in net position (266,638)
Net position at beginning of year (35,481,536)
Net position at end of year $ (35,748,174)

The accompanying notes are an integral part of this statement.
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Whitehall District Schools
BALANCE SHEET
Governmental Funds

June 30, 2019
Community 2017 School Other Total
Education Debt Service Building and Site governmental governmental
General Fund Fund Fund Fund funds funds
ASSETS
Cash and cash equivalents $ 4,160,696 $ 27,427 $ 157,572 $ 2,245,462 $ 353,729 $ 6,944,886
Investments - - 1,430,000 99,870 - 1,529,870
Receivables 4,423 683 6,111 350 5,239 16,806
Due from other governmental units 3,357,235 513,981 - - 7,079 3,878,295
Due from other funds 162,562 - - - 529 163,091
Inventories - - - - 19,680 19,680
Prepaid items 3,055 - - - - 3,055
Total assets $ 7,687,971 $ 542,091 $ 1,593,683 $ 2,345,682 $ 386,256 $ 12,555,683
LIABILITIES
State aid loan $ 2,000,000 $ - $ - $ - $ - $ 2,000,000
Accounts payable 113,790 8,411 - 632,904 10,848 765,953
Accrued liabilities 2,164,605 245,791 - - 19,751 2,430,147
Due to other governmental units 351,357 15,508 - - - 366,865
Due to other funds 529 132,817 8 790 28,947 163,091
Unearned revenue 32,540 9,184 - - 9,224 50,948
Total liabilities 4,662,821 411,711 8 633,694 68,770 5,777,004
FUND BALANCES
Nonspendable
Inventories - - - - 19,680 19,680
Prepaid items 3,055 - - - - 3,055
Restricted
Debt service - - 1,593,675 - - 1,593,675
Capital projects - - - 1,711,988 28,530 1,740,518
Food services - - - - 158,063 158,063
Technology - - - - 111,213 111,213
Community education - 130,380 - - - 130,380
Unassigned 3,022,095 - - - - 3,022,095
Total fund balances 3,025,150 130,380 1,593,675 1,711,988 317,486 6,778,679
Total liabilities and fund balances $ 7,687,971 $ 542,091 $ 1,593,683 $ 2,345,682 $ 386,256 $ 12,555,683

The accompanying notes are an integral part of this statement.
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Whitehall District Schools
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2019

Total fund balances—governmental funds $ 6,778,679

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not current
financial resources and are not reported in the governmental funds.
Cost of capital assets $ 62,398,538
Accumulated depreciation (19,975,073) 42,423,465

Deferred charges on refunding are not capitalized and amortized
in the governmental funds.
Deferred charges on refunding 286,219
Accumulated amortization (151,096) 135,123

Deferred inflows and outflows of resources related to pensions and
other postemployment benefits are not reported in the governmental funds.

Deferred outflows of resources - related to other postemployment benefits 2,344,270

Deferred inflows of resources - related to other postemployment benefits (2,724,028)

Deferred outflows of resources - related to pensions 15,881,149

Deferred inflows of resources - related to pensions (5,176,776) 10,324,615

Accrued interest in governmental activities is not reported in the
governmental funds. (187,200)

Long-term obligations in governmental activities are not due and
payable in the current period and are not reported in the
governmental funds. (95,222,856)

Net position of governmental activities $ (35,748,174)

The accompanying notes are an integral part of this statement.
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Whitehall District Schools

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
Governmental Funds

REVENUES
Local sources
Property taxes
Investment earnings
Fees and charges
Other

Total local sources

State sources
Federal sources

Total revenues

EXPENDITURES

Current
Instruction
Support services
Community services
Food services

Debt service
Principal
Interest and other charges

Capital projects

Total expenditures
Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balances
Fund balances at beginning of year

Fund balances at end of year

For the year ended June 30, 2019

2017 School Other Total
Community Debt Service Building and Site governmental governmental
General Fund Education Fund Fund Fund funds funds

$ 3,170,958 $ - $ 3,382,767 $ - $ - $ 6,553,725
42,018 1,155 33,379 93,519 4,362 174,433
103,929 610,827 - - 241,983 956,739
855,146 124,107 - - 419,169 1,398,422
4,172,051 736,089 3,416,146 93,519 665,514 9,083,319
17,659,480 1,891,856 217,601 - 62,405 19,831,342
907,333 898,154 477,114 - 632,441 2,915,042
22,738,864 3,526,099 4,110,861 93,519 1,360,360 31,829,703
14,088,890 1,600,656 - - 236,430 15,925,976
8,168,465 456,152 - - 146,142 8,770,759

498 1,588,074 - - - 1,588,572

- - - - 1,020,178 1,020,178

- - 2,265,000 - - 2,265,000

- - 1,794,393 - - 1,794,393

147,395 - - 6,572,793 363 6,720,551
22,405,248 3,644,882 4,059,393 6,572,793 1,403,113 38,085,429
333,616 (118,783) 51,468 (6,479,274) (42,753) (6,255,726)
37,348 85,000 - - 931 123,279
(85,931) - - - (37,348) (123,279)
(48,583) 85,000 - - (36,417) -
285,033 (33,783) 51,468 (6,479,274) (79,170) (6,255,726)
2,740,117 164,163 1,542,207 8,191,262 396,656 13,034,405

$ 3,025,150 $ 130,380 $ 1,593,675 $ 1,711,988 $ 317,486 $ 6,778,679

The accompanying notes are an integral part of this statement.
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Whitehall District Schools

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

For the year ended June 30, 2019

Net change in fund balances—total governmental funds

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

Governmental funds report outlays for capital assets as expenditures;
in the Statement of Activities these costs are depreciated over their estimated
useful lives.

Depreciation expense

Capital outlay

Governmental funds report outlays for deferred charges on refunding as
expenditures; in the Statement of Activities these costs are amortized over the
bond period.

Repayment of principal on long-term obligations is an expenditure in the
governmental funds, but the repayment reduces long-term obligations in the
Statement of Net Position.

Interest expense on long-term obligations is recorded in the Statement of
Activities when incurred, but is not reported in governmental funds until paid.

Compensated absences and retirement obligations reported in the Statement
of Activities do not require the use of current financial resources. They are
reported as expenditures when financial resources are used in the
governmental funds.

Some other postemployment benefit related expenses reported in the Statement
of Activities do not require the use of current financial resources and, therefore,
are not reported as expenditures in the governmental funds.

Some pension related expenses reported in the Statement of Activities do not
require the use of current financial resources and, therefore, are not reported

as expenditures in the governmental funds.

Change in net position of governmental activities

The accompanying notes are an integral part of this statement.
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(6,255,726)

5,251,110

(29,482)

2,503,637

16,300

2,472

417,636

(2,172,585)

$

(266,638)




Whitehall District Schools
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
Fiduciary Funds
June 30, 2019

Agency
funds

ASSETS

Cash and cash equivalents $ 319,660

Receivables 48

5 319708

LIABILITIES

Accounts payable $§ 8,055

Deposits held for others 311,653

$ 319,708

The accompanying notes are an integral part of this statement.

23



Whitehall District Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Whitehall District Schools (School District) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The more significant of the
School District's accounting policies are described below.

Reporting Entity

The School District is governed by an elected seven-member Board of Education (Board), which has
responsibility and control over all activities related to public school education within the School District. The
School District receives funding from local, state, and federal government sources and must comply with all
of the requirements of these funding source entities.

Generally accepted accounting principles require that if the School District is considered to be financially
accountable for other organizations, those organizations should be included as component units in the School
District’s financial statements. Since no organizations met this criterion, none are included in the financial
statements.

Basis of Presentation—Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities)
report information on all of the nonfiduciary activities of the School District. All fiduciary activities are
reported only in the fund financial statements. Governmental activities normally are supported by taxes,
intergovernmental revenues, and other nonexchange transactions.

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds. Separate financial statements are
provided for governmental funds and fiduciary funds, even though the latter are excluded from the
government-wide financial statements.

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

The fund financial statements provide information about the School District’s funds, including its fiduciary
funds. Separate statements for each fund category — governmental and fiduciary — are presented. The
emphasis of fund financial statements is on major governmental funds. All remaining governmental funds are
aggregated and reported as nonmajor funds. Major individual governmental funds are reported as separate
columns in the fund financial statements.

The School District reports the following major governmental funds:

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

The Community Education Fund accounts for community education, early childhood, adult and
alternative education, and employment development programs.
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Whitehall District Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Basis of Presentation—Government-wide and Fund Financial Statements—Continued
The Debt Service Fund accounts for the resources accumulated and payments made for principal and
interest on long-term general obligation debt of governmental funds.

The 2017 School Building and Site Fund accounts for the use of the proceeds from the 2017 School
Building and Site Bond. The bond was approved for issuance in November 2016 and may be used for the
remodeling, equipping and furnishing of school buildings and athletic facilities and the purchase of new
technology and school buses.

Additionally, the School District reports the following fund types:

The special revenue funds account for revenue sources that are legally restricted to expenditures for
specific purposes (not including expendable trusts or major capital projects). The School District
accounts for its food service and technology activities in the school service special revenue funds.

The capital projects fund accounts for the financial resources to be used for the acquisition of fixed assets
or construction of major capital projects.

The agency fund is custodial in nature and used to account for assets held by the School District as an
agent for another organization or individual.

During the course of operations, the School District has activity between funds for various purposes. Any
residual balances outstanding at year-end are reported as due from/to other funds and advances to/from other
funds. While these balances are reported in fund financial statements, they are eliminated in the preparation
of the government-wide financial statements.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements, these amounts are reported at gross amounts as transfers in/out. While reported in fund
financial statements, they are eliminated in the preparation of the government-wide financial statements.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of transactions or
events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

25



Whitehall District Schools
NOTES TO FINANCIAL STATEMENTS
June 30, 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Measurement Focus and Basis of Accounting—Continued

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the School
District considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences, retirement
obligations and claims and judgments, are recorded only when payment is due. General capital asset
acquisitions are reported as expenditures in governmental funds. Issuance of long-term debt and acquisitions
under capital leases are reported as other financing sources.

Property taxes, state and federal aid, and interest associated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognized as revenues of the current fiscal period. Expenditure-
driven grants are recognized as revenue when the qualifying expenditures have been incurred and all other
eligibility requirements have been met and the amount is received during the period or within the availability
period for this revenue source (within 60 days of year-end).

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 Michigan.
The Michigan Department of Education administers the allocation of state funds to school districts based on
information supplied by the school districts. For the current fiscal year, the foundation allowance was based
on pupil membership counts taken in October and February.

The state portion of the foundation is provided primarily by a state education property tax millage of 7 mills
on Principal Residence Exemption (PRE) property and an allocated portion of state sales and other taxes. The
local portion of the foundation is funded primarily by non-PRE property taxes, which may be levied at a rate
of up to 18 mills. The state revenue is recognized during the foundation period and is funded through
payments from October to August. Thus, the unpaid portion at June 30 is reported as due from other
governmental units.

The School District also receives revenue from the state to administer certain categorical education programs.
State rules require that revenue earmarked for these programs be used for its specific purpose. Certain
governmental funds require an accounting to the state of the expenditures 