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July 31, 2012 
 

 
INDEPENDENT AUDITORS' REPORT 

 
 
 

To the Board of Education 
Detour Area Schools 
Detour, Michigan 
 

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of Detour Area Schools, Detour, Michigan as of and 
for the year ended June 30, 2012, which collectively comprise the District’s basic financial statements as 
listed in the table of contents.  These financial statements are the responsibility of the District.  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 of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and the significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our 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 Detour Area Schools, Detour, Michigan as of June 30, 2012, and the respective 
changes in financial position for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

 
In accordance with Government Auditing Standards, we have also issued our report dated July 31, 

2012, on our consideration of Detour Area 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 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 and should be considered in assessing the results of our 
audit. 
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Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and budgetary comparison information on pages iii through viii 
and 24 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. 

 
Our audit was conducted for the purpose of forming opinions on the financial statements that 

collectively comprise Detour Area Schools, Detour, Michigan financial statements as a whole. The 
combining nonmajor fund financial statements and other supplementary information are presented for 
purposes of additional analysis and are not a required part of the 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 financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, 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 financial statements as a whole. The other supplementary information has not 
been subjected to the auditing procedures applied in the audit of the basic financial statements and, 
accordingly, we do not express an opinion or provide any assurance on it. 
 

BAIRD, COTTER AND BISHOP, P.C. 
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This section of Detour Area Schools’ (the “District”) annual report presents our discussion and 
analysis of the District’s financial performance during the year ended June 30, 2012.  Please read it in 
conjunction with the District’s financial statements, which immediately follow this section.   
  
This discussion and analysis is intended to serve as an introduction to the District’s basic financial 
statements.  The basic financial statements consist of the following three components: the 
government-wide financial statements, fund financial statements, and the notes to basic financial 
statements.  This report also contains other supplementary information in addition to the basic 
financial statements. 

 
A. Government-Wide Financial Statements 
 

The government-wide statements provide short-term and long-term financial information about the 
District’s overall financial status.  These statements are required by generally accepted accounting 
principles (GAAP) as described in the Government Accounting Standards Board (GASB) Statement 
No. 34.  The district-wide financial statements are compiled using full accrual basis of accounting and 
more closely represent financial statements presented by business and industry.  The Statement of Net 
Assets includes all of the District’s assets and liabilities.  All of the year’s revenue 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 assets and how they have changed.  Net 
assets, the difference between the District’s assets and liabilities, is one way to measure the District’s 
financial health or position. 
 
Over time, increases and decreases in the District’s net assets are indicators of whether its financial 
position is improving or deteriorating, respectively.   
 
To assess the overall health of the District requires consideration of additional non-financial factors, 
such as changes in the District’s property tax base and the condition of school buildings and other 
facilities. 
 
In the government-wide financial statements, the District’s activities are all shown in one category 
titled “Governmental Activities”.  These activities, including regular and special education, 
transportation, administration, food services, and athletic activities are primarily financed with state 
and federal aid and property taxes. 

 
B. Fund Financial Statements 
 

The fund financial statements provide more detailed information about the District’s funds, focusing 
on its most significant or “major” funds, rather than the District as a whole.  Funds that do not meet 
the threshold to be classified as major funds are called “non-major” funds.  Detailed financial 
information for non-major funds can be found in the combining fund statements section. 
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Funds are accounting devices the District uses to keep track of specific sources of funding and 
spending on particular programs.   
 
Some funds are required by state law and by bond covenants.  The District may establish other funds 
to control and manage money for particular purposes. 
 
The District maintains the following kinds of funds: 
 
Governmental Funds – The District’s basic services are included in governmental funds, which 
generally focus on 1) how cash and other financial assets that can be readily be converted to cash flow 
in and out, and 2) the balances left at year-end that are available for spending.  Consequently, the 
governmental funds statements provide a detailed short-term view that helps to determine whether 
there are more or less 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 
government-wide statements, we provide additional information (reconciliation schedules) 
immediately following the governmental funds statements that explain the relationship (or 
differences) between these two types of financial statement presentations. 

 
Fiduciary Funds – The District is a trustee, or fiduciary, for assets that belong to other organizations.  
The District is responsible for ensuring that the assets reported in these funds are used only for their 
intended purposes and by those to whom the assets belong.  The District’s fiduciary activities are 
reported in a separate Statement of Fiduciary Net Assets.  We exclude these activities from the 
government-wide financial statements because the District cannot use these assets to finance its 
operations.   

 
C. Summary of Net Assets 
 

The following schedule summarizes the net assets at June 30, 
 

Assets 2012 2011
Current Assets 1,707,950$  973,992$     
Non Current Assets

Capital Assets 9,000,372    8,589,325    
Less Accumulated Depreciation (2,743,385)   (2,969,603)  

Total Non Current Assets 6,256,987    5,619,722    

Total Assets 7,964,937    6,593,714    
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2012 2011
Liabilities

Current Liabilities 625,968         596,804        
Non Current Liabilities 3,793,406      2,697,472     

Total Liabilities 4,419,374      3,294,276     

Net Assets
Invested in Capital Assets Net of Related Debt 2,116,909      2,660,423     
Restricted for Capital Assets 658,758         0                   
Restricted for Public Library 31,990           19,792          
Restricted for Food Service 5,697             4,597            
Restricted for Debt Service 43,458           126,283        
Unrestricted 688,751         488,343        

Total Net Assets 3,545,563$    3,299,438$   
 

D. Analysis of Financial Position 
 

During the fiscal year ended June 30, 2012, the District’s net assets increased by $246,125.  A few of 
the more significant factors affecting net assets during the year are discussed below: 

 
1. Depreciation Expense 

 
GASB 34 requires school districts to maintain a record of annual depreciation expense and the 
accumulation of depreciation expense over time. The net increase in accumulated depreciation 
expense is a reduction in net assets. 

 
Depreciation expense is recorded on a straight-line basis over the estimated useful lives of the 
assets. In accordance with GAAP, depreciation expense is calculated based on the original cost of 
the asset less an estimated salvage value, where applicable. For the fiscal year ended June 30, 
2012, $234,898 was recorded for depreciation expense. 
 

2. Capital Outlay Acquisitions 
 

For the year ended June 30, 2012, $877,460 of expenditures were capitalized and recorded as 
assets of the District. These additions to the District’s capital assets will be depreciated over time 
as explained above.   
 
The net effect of the new capital assets and the current year’s depreciation is an increase in capital 
assets in the amount of $637,265 for the year ended June 30, 2012. 
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E. Change in Net Assets 
 

For the years ended June 30, the results of operations, on a District-Wide basis, were: 
 

2012 2011
General Revenues

Property Taxes 2,373,181$    2,331,709$   
Investment Earnings 20,848           19,722          
State Sources 253,737         215,660        
Other 43,472           37,285          
Total General Revenues 2,691,238      2,604,376     

Program Revenues
Charges for Services 533,879         472,984        
Operating Grants 283,109         206,690        
Capital Grants 5,500             0                   
Total Program Revenues 822,488         679,674        

Total Revenues 3,513,726      3,284,050     

Expenses
Instruction 1,731,278      1,561,835     
Supporting Services 915,326         971,267        
Food Service Activities 134,751         146,103        
Community Services 24,849           31,990          
Interest on Long-Term Debt 226,245         146,895        
Other Transactions 254                22,195          
Unallocated Depreciation 234,898         231,711        
Total Expenses 3,267,601      3,111,996     

Change in Net Assets 246,125$       172,054$     

 

F. Financial Analysis of the District’s Funds 
 
The financial performance of the District as a whole is also reflected in its governmental funds.  The 
following table shows the change in total fund balances of each of the District’s major governmental 
funds: 
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Increase
2012 2011 (Decrease)

Major Funds
General Fund 615,421$         413,945$          201,476$        
Food Service Fund 5,697               4,598                1,099              
2005 Debt Retirement Fund 99,433             165,370            (65,937)           
2011 Capital Projects Fund 658,758           0                       658,758          

 
In 2012, the General Fund balance increased primarily due to the revenue stream created by charging 
Detour Arts and Technology Academy for the use of the District’s buildings and personnel.  
 
The Food Service Fund balance increased minimally, primarily due to the General Fund transferring 
over just enough to cover expenditures. 
 
The 2005 Debt Retirement Fund decreased its fund balance because debt service payments were 
greater than tax revenues. 

 
The 2011 Capital Projects Fund balance increased due to the bond proceeds during the fiscal year.  
The remainder of the project should be completed in the 2012/2013 fiscal year.   
 

G. General Fund Budgetary Highlights 

 
The Uniform Accounting and Budgeting Act of the State of Michigan requires that the local Board of 
Education approve the original budget for the upcoming fiscal year prior to its starting on July 1. Any 
amendments made to the operating budget must be approved by the Board prior to the close of the 
fiscal year on June 30. 
 
For the 2011-2012 fiscal year the District amended the General Fund budget at various times 
throughout the year.  The following schedule shows a comparison of the original General Fund 
budget, the final amended General Fund budget, and actual totals from operations: 
 

ORIGINAL FINAL
BUDGET BUDGET ACTUAL

REVENUES 2,670,215$  2,910,999$   2,961,224$ 

EXPENDITURES
Instruction 1,691,747$   1,749,623$   1,729,714$  
Supporting Services 922,316        985,457        947,283       

Total Expenditures 2,614,063$  2,735,080$   2,676,997$ 

The variances in both the revenues and expenditures were due to uncertainty of the new revenue 
stream and expenditures related to the Detour Arts and Technology Academy. 
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H. Capital Asset and Debt Administration 

 
1. Capital Assets  
 

By the end of the 2011-2012 fiscal year, the District had invested $9,000,372 in a broad range of 
capital assets, including school buildings and facilities, school buses and other vehicles, and 
various types of equipment. This represents a net increase of $637,265 from the prior fiscal year. 
Depreciation expense for the year amounted to $234,898 bringing the accumulation to $2,743,385 
as of June 30, 2012. 
 

2. Long-Term Debt 
 
At June 30, 2012, the District had $4,354,760 in long-term debt outstanding. This represents an 
increase of $1,220,675 from the amount outstanding at the close of the prior fiscal year.   

 
I. Factors Bearing on the District’s Future 
 

At the time that these financial statements were prepared and audited, the District was aware of the 
following items that could significantly affect its financial health in the future: 

 
 The District continues to operate as an out-of-formula district, meaning it relies on tax 

revenues as its primary source of revenue, with little funding from the State of Michigan. 
 

J. Contacting the District’s Financial Management 
 

This financial report is designed to provide our citizens, taxpayers, customers, and investors and 
creditors with a general overview of the District’s finances and to demonstrate the District’s 
accountability for the money it receives. If you have questions about this report, or need additional 
financial information, please contact the Superintendent, Detour Area Schools, P.O. Box 429, Detour, 
Michigan 49725. 

 



CURRENT ASSETS
Cash 632,234$      
Restricted Cash 658,758        
Taxes Receivable 14,299          
Due from Other Governments 278,710
Due from External Party (Fiduciary Fund) 5,047            
Investments 112,774        
Inventory 6,128

Total Current Assets 1,707,950

NON-CURRENT ASSETS
Capital Assets 9,000,372
Less Accumulated Depreciation (2,743,385)

Total Non-Current Assets 6,256,987

TOTAL ASSETS 7,964,937     

LIABILITIES
CURRENT LIABILITIES

Accounts Payable 237               
Accrued Expenses 71,046
Accrued Interest Payable 52,914
Salaries Payable 125,362
Current Portion of Non-Current Liabilities 376,409

Total Current Liabilities 625,968

NON-CURRENT LIABILITIES
Bonds Payable (Net of Deferred Charges) 4,143,139     
Compensated Absences 26,676
Less Current Portion of Non-Current Liabilities (376,409)

Total Non-Current Liabilities 3,793,406

TOTAL LIABILITIES 4,419,374

NET ASSETS
Invested in Capital Assets Net of Related Debt 2,116,909
Restricted for Capital Assets 658,758
Restricted for Public Library 31,990
Restricted for Food Service 5,697
Restricted for Debt Service 43,458
Unrestricted 688,751

TOTAL NET ASSETS 3,545,563$   

ASSETS

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

STATEMENT OF NET ASSETS

 JUNE 30, 2012

The notes to the financial statements are an integral part of this statement.
1



GOVERNMENTAL

ACTIVITIES

NET (EXPENSE)

REVENUE AND
CHARGES FOR OPERATING CAPITAL CHANGES IN

FUNCTIONS/PROGRAMS EXPENSES SERVICES GRANTS GRANTS NET ASSETS

GOVERNMENTAL ACTIVITIES
Instruction 1,731,278$   360,990$          149,522$     0$             (1,220,766)$            
Supporting Services 915,326        120,501            4,483           5,500        (784,842)                 
Food Service Activities 134,751        39,685              81,165         0               (13,901)                   
Community Services 24,849          12,703              8,678           0               (3,468)                     
Interest on Long-Term Debt 226,245        0                       39,261         0               (186,984)                 
Other Transactions 254                0                       0                  0               (254)                        
Unallocated Depreciation 234,898        0                       0                  0               (234,898)                 

Total Governmental Activities 3,267,601$   533,879$          283,109$     5,500$      (2,445,113)              

GENERAL REVENUES
Property Taxes - General Purposes 2,031,654               
Property Taxes - Debt Service 341,527                  
Investment Earnings 20,848                    
State Sources 253,737                  
Other 43,472                    

Total General Revenues 2,691,238               

Change in Net Assets 246,125                  

NET ASSETS - Beginning of Year 3,299,438               

NET ASSETS - End of Year 3,545,563$             

PROGRAM REVENUES

YEAR ENDED JUNE 30, 2012

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

STATEMENT OF ACTIVITIES

The notes to the financial statements are an integral part of this statement.
2



2011 OTHER
FOOD 2005 DEBT CAPITAL NONMAJOR TOTAL

GENERAL SERVICE RETIREMENT PROJECTS GOVERNMENTAL GOVERNMENTAL
FUND FUND FUND FUND FUNDS FUNDS

ASSETS
Cash 497,086$    19,903$          88,971$          0 26,274$                  632,234$               
Restricted Cash 0                 0                     0                     658,758          0                             658,758                 
Taxes Receivable 3,837          0                     10,462            0                     0                             14,299                   
Due from Other Governments 278,710      0                     0                     0                     0                             278,710                 
Due from Other Funds 20,334        0                     0                     0                     6,330                      26,664                   
Due from External Party (Fiduciary Fund) 5,047          0                     0                     0                     0                             5,047                     
Investments 12,768        0                     0                     0                     100,006                  112,774                 
Inventory 0                 6,128              0                     0                     0                             6,128                     

TOTAL ASSETS 817,782$    26,031$          99,433$          658,758$        132,610$                1,734,614$            

LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts Payable 237$           0$                   0$                   0$                   0$                           237$                      
Accrued Expenses 71,046        0                     0                     0                     0                             71,046                   
Salaries Payable 124,748      0                     0                     0                     614                         125,362                 
Due to Other Funds 6,330          20,334            0                     0                     0                             26,664                   

Total Liabilities 202,361      20,334            0                     0                     614                         223,309                 

FUND BALANCES
Nonspendable, Inventory 0                 5,697              0                     0                     0                             5,697                     
Restricted for:

Capital Projects 0                 0                     0                     658,758          0                             658,758                 
Public Library 0                 0                     0                     0                     31,990                    31,990                   
Debt Service 0                 0                     99,433            0                     0                             99,433                   

Committed for: 
   Capital Projects 0                 0                     0                     100,006                  100,006                 
   School Forest 14,740        0                     0                     0                     0                             14,740                   
Bus Purchase 70,000        0                     0                     0                     0                             70,000                   
Building Maintenance 95,000        0                     0                     0                     0                             95,000                   
Sick Days 24,000        0                     0                     0                     0                             24,000                   

Assigned for:
Subsequent Year Budget Shortfall 60,309        0                     0                     0                     0                             60,309                   

Unassigned 351,372      0                     0                     0                     0                             351,372                 

Total Fund Balances 615,421      5,697              99,433            658,758          131,996                  1,511,305              

TOTAL LIABILITIES
AND FUND BALANCES  817,782$    26,031$          99,433$          658,758$        132,610$                1,734,614$            

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2012

The notes to the financial statements are an integral part of this statement.
3



Total Governmental Fund Balances 1,511,305$   

The cost of the capital assets is 9,000,372$   
Accumulated depreciation is (2,743,385) 6,256,987

Bonds Payable (4,330,709)
Compensated Absences (26,676)
Deferred Charges Net of Amortization 187,570 (4,169,815)

(52,914)

NET ASSETS OF GOVERNMENTAL ACTIVITIES  3,545,563$   

Accrued interest is not included as a liability in government funds, it is recorded
when paid

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

Capital assets used in governmental activities are not financial resources and are
not reported in the funds

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

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

JUNE 30, 2012

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

The notes to the financial statements are an integral part of this statement.
4



2011 OTHER
FOOD 2005 DEBT CAPITAL NONMAJOR TOTAL

GENERAL SERVICE RETIREMENT PROJECTS GOVERNMENTAL GOVERNMENTAL
FUND FUND FUND FUND FUNDS FUNDS

REVENUES
Local Sources  2,108,497$     39,686$ 347,269$      1,638 13,258$                 2,510,348$           
Intermediate Sources  0                     0          0                  0             8,205                     8,205                   
State Sources  286,325          5,925   0                  0             22,021                   314,271               
Federal Sources  98,669            75,239 0                  0             39,261                   213,169               
Other Transactions  467,733          0          0                  0             0                           467,733               

Total Revenues  2,961,224       120,850 347,269       1,638      82,745                   3,513,726            

EXPENDITURES
Instruction  

Basic Programs  1,491,530       0          0                  0             0                           1,491,530            
Added Needs  238,184          0          0                  0             0                           238,184               

Supporting Services  
Pupil  6,725              0          0                  0             0                           6,725                   
Instructional Staff  36,241            0          0                  0             0                           36,241                 
General Administration  164,694          0          0                  0             0                           164,694               
School Administration  126,790          0          0                  0             0                           126,790               
Business  68,989            0          0                  0             0                           68,989                 
Operation and Maintenance of Plant 304,738          0          0                  0             0                           304,738               
Pupil Transportation Services  174,226          0          0                  0             0                           174,226               
Central Support Services 38,275            0          0                  0             0                           38,275                 
Athletic Activities  26,605            0          0                  0             0                           26,605                 

Food Service Activities  0                     134,751 0                  0             0                           134,751               
Community Services  0                     0          0                  0             24,849                   24,849                 
Other Facilities Acquisition and Construction Services  0                     0          0                  840,206  0                           840,206               
Debt Service  

Principal  0                     0          290,000       0             15,912                   305,912               
Interest  0                     0          123,193       0             51,389                   174,582               
Bond Issuance Costs  0                     0          0                  76,151    0                           76,151                 

Other Transactions  0                     0          13                0             241                       254                      

Total Expenditures  2,676,997       134,751 413,206       916,357  92,391                   4,233,702            

Excess (Deficiency) of Revenues  
Over (Under) Expenditures  284,227          (13,901) (65,937)       (914,719) (9,646)                   (719,976)             

OTHER FINANCING SOURCES (USES)
Issuance of Bonds  0                     0          0                  1,527,648 0                           1,527,648            
Transfers In  0                     15,000 0                  45,829    21,922                   82,751                 
Transfers Out  (82,751)          0          0                  0             0                           (82,751)               

Total Other Financing Sources (Uses)  (82,751)          15,000 0                  1,573,477 21,922                   1,527,648            

Net Change in Fund Balance  201,476          1,099   (65,937)       658,758  12,276                   807,672               

FUND BALANCE - Beginning of Year 413,945          4,598   165,370       0             119,720                 703,633               

FUND BALANCE - End of Year 615,421$        5,697$  99,433$        658,758$ 131,996$               1,511,305$           

YEAR ENDED JUNE 30, 2012

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

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

The notes to the financial statements are an integral part of this statement.
5



807,672$    

Amounts reported for governmental activities are different because:

Governmental funds report capital outlays as expenditures.  In the statement of activities
these costs are allocated over their estimated useful lives as depreciation. Additionally,
the gain or loss on sale or disposal of capital assets is recorded in the statement of activities:

Depreciation  Expense (234,898)$      
Capital Outlay 877,460         
Cost of Capital Assets Sold or Disposed of (5,297)            637,265      

Accrued Interest Payable -  Beginning of Year 20,532        
Accrued Interest Payable -  End of Year (52,914)       

Issuance of Debt (1,527,648)  

Repayment of Bond Principal 305,912      
Bond Issuance Costs 76,151        
Amortization of Deferred Charges (4,759)         

Amortization of bond issuance cost on refunding (2,541)         

Amortization of bond deferred loss on refunding (11,981)       

Compensated Absences - Beginning of Year 25,112        
Compensated Absences - End of Year (26,676)       

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES  246,125$    

The issuance of Long-Term Debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Also, governmental funds report the effect
of issuance costs, premiums, discounts and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the statement of activities:  

Employees Early Retirement and Compensated Absences are reported on the accrual
method in the statement of activities, and recorded as an expenditure when financial
resources are used in the governmental funds:

Net Change in Fund Balances Total Governmental Funds

Accrued interest on bonds is recorded in the statement of activities when incurred; it is
not recorded in governmental funds until it is paid:

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

YEAR ENDED JUNE 30, 2012

BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND 

The notes to the financial statements are an integral part of this statement.
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AGENCY
FUNDS

Cash    50,528$       

LIABILITIES
Due to Other Funds 5,047
Due to Groups and Organizations 45,481         

Total Liabilities 50,528         

NET ASSETS 0$                 

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

STATEMENT OF FIDUCIARY NET ASSETS

ASSETS

FIDUCIARY FUNDS

JUNE 30, 2012

The notes to the financial statements are an integral part of this statement.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic financial statements of the Detour Area Schools have been prepared in conformity 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. 

  
A. Reporting Entity 

 
The District is located in Chippewa County with its administrative offices located in Detour, Michigan.  
The District operates under an elected 7-member board of education and provides services to its 148 
students in elementary, middle school, high school, special education, transportation, food service.  The 
District receives funding from local, state, and federal government sources and must comply with all of 
the requirements of these funding source entities. The District is not included in any other governmental 
reporting entity as defined by generally accepted accounting principles.  Board members are elected by 
the public and have decision-making authority, the power to designate management, the ability to 
significantly influence operations, and the primary accountability for fiscal matters.  The District’s 
reporting entity does not contain any component units as defined in Governmental Accounting 
Standards Board Statement No. 14. 
 

B. Government–Wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net assets and the statement of 
activities) report information on all of the non-fiduciary activities of the District.  For the most part, the 
effect of interfund activity has been removed from these statements.  The government-wide financial 
statements categorize primary activities as either governmental or business type.  All of the District’s 
activities are classified as governmental 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 or segment.  Program revenues include 1) charges paid by recipients who purchase, 
use or directly benefit from goods or services by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular 
function or segment.  State Foundation Aid, certain revenue from the intermediate school District and 
other unrestricted items are not included as program revenues but instead as general revenues. 
 
In the government-wide statement of net assets, the governmental activities column is presented on a 
consolidated basis, and is reported on a full accrual, economic resource basis, which recognizes all long-
term assets and receivables as well as long-term debt and obligations.  The District’s net assets are 
reported in three parts – invested in capital assets, net of related debt; restricted net assets; and 
unrestricted net assets. 
 
The District applies restricted resources first when an expense is incurred for which both restricted and 
unrestricted resources are available. 
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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 charges, etc.).  The statement of activities reduces gross expenses by 
related program revenues and operating grants.  Program revenues must be directly associated with the 
function.  Operating grants include operating-specific and discretionary (either operating or capital) 
grants. 
 
The net costs (by function) are normally covered by general revenue (property taxes, state sources, 
intermediate District sources, interest income and other revenues). 
 
The District does not allocate indirect costs. 
 
The effect of interfund activity has been eliminated from the government-wide financial statements. 
 
This government-wide focus is more on the sustainability of the District as an entity and the change in 
the District’s net assets resulting from the current year’s activities. 
 
Separate financial statements are provided for governmental funds and fiduciary funds, even though the 
latter are excluded from government-wide financial statements.  Major individual governmental funds 
are reported as separate columns in the fund financial statements. 
 
Governmental Funds – Governmental funds are those funds through which most school District 
functions typically are financed.  The acquisition, use and balances of the school District’s expendable 
financial resources and the related current liabilities are accounted for through governmental funds.  
 
The District reports the following major governmental funds: 
 
The GENERAL FUND is the District’s primary operating fund.  It accounts for all financial resources of 
the District, except those required to be accounted for in another fund.  
 
The FOOD SERVICE accounts for revenue sources that are legally restricted to expenditures for the 
food service fund.   
 
The 2005 DEBT RETIREMENT FUND is used to account for the resources accumulated and payments 
made for principal and interest on long-term general obligation debt of governmental funds. 
 
The 2011 CAPITAL PROJECTS FUND is used to account for financial resources to be used for 
acquisition or construction of major capital facilities. 
 
Other Non-Major Funds 
 
The PUBLIC LIBRAY FUND accounts for revenue sources that are legally restricted to expenditures for 
the public library fund.   
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The CAPITAL PROJECTS FUND is used to account for financial resources to be used for acquisition or 
construction of major capital facilities. 
 

The DURANT DEBT FUND accounts for the resources accumulated and payments made for principal 
and interest on long-term general obligation debt of governmental funds. 
 
The 2011 DEBT FUND is used to account for the resources accumulated and payments made for 
principal and interest on long-term general obligation debt of governmental funds. 
 
Fiduciary funds account for assets held by the District in a trustee capacity or as an agent on behalf of 
others. Trust funds account for assets held by the District under the terms of a formal trust agreement. 
Fiduciary funds are not included in the government–wide statements. 
 
The AGENCY FUND is custodial in nature and does not present results of operations or have a 
measurement focus.  Agency funds are accounted for using the accrual basis of accounting. This fund is 
used to account for assets that the District holds for others in an agency capacity (primarily student 
activities). 
 
As a general rule, the effect of interfund activity has been eliminated from the government-wide 
financial statements. 

 
C. Measurement Focus, Basis of Accounting and Basis of Presentation  

 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting, as are the fiduciary fund financial statements.  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. 
 
Modified Accrual Method 
 
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 
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 and claims and judgments, are recorded only when payment is due. 
 
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.  All other revenue items are considered to be measurable and available only when cash is 
received by the District. 
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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 Michigan.  The Michigan Department of Education administers the allocation of state 
funds to school districts based on information supplied by the districts.  For the year ended June 30, 
2012, the foundation allowance was based on pupil membership counts taken in February and 
September of 2011.  For fiscal year ended June 30, 2012 the per pupil foundation allowance was $8,810 
for Detour Area Schools. 
 
The state portion of the foundation is provided primarily by a state education property tax millage of 6 
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 
(formerly known as Non-Homestead) which may be levied at a rate of up to 6 mills for commercial 
personal property and up to 18 mills for real property.  The State revenue is recognized during the 
foundation period and is funded through payments from October 2011 to August 2012.  Thus, the 
unpaid portion at June 30th is reported as due from other governmental units. 
 
The 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 incurred.  For categorical 
funds meeting this requirement, funds received, which are not expended by the close of the fiscal year 
are recorded as deferred revenue.  Other categorical funding is recognized when the appropriation is 
received. 

 
D. Other Accounting Policies 
 

1. Cash and Investments 
 

Cash includes amounts in demand deposits. 
 
Investments are carried at market value. 
 
The District complies with State statutes regarding investment of funds. 
 
The Board policy on investment of funds authorizes the School District to invest as follows: 

 
(a) Bonds, bills, or notes of the United States, or obligations, the principal and interest of 

which are fully guaranteed by the United States Government, or obligations of the state. 
 
(b) Certificates of deposit issued by any state or national bank organized and authorized to 

operate in this state. 
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(c) Commercial paper rated prime 1 or prime 2 at the time of purchase and maturing not 
more than 270 days after the date of purchase. 

 
(d) Mutual funds composed entirely of investment vehicles that are legal for direct 

investment by a school District. 
 
(e) Investment pools, as authorized by the Surplus Funds Investment Pool Act, Act No 367 

of the Public Acts of 1982, being sections 129.111 to 129.118 of the Michigan Compiled 
Laws, composed entirely of instruments that are legal for direct investment by a school 
District. 

 
The Schools’ deposits and investments are held separately by several of the School District's 
funds.   

 
2. Short-Term Interfund Receivables/Payables 

 
During the course of operations, numerous transactions occur between individual funds for goods 
provided or services rendered.  These receivables and payables are classified as "due from other 
funds" or "due to other funds" on the balance sheet.  Short-term interfund loans are classified as 
"interfund receivables/payables". 

 
3. Restricted Assets 
 

Certain resources of the 2011 Capital Projects Fund, which are set aside for payment of the 
remainder of the project, are classified as restricted assets on the balance sheet because their use is 
limited by applicable bond covenants.   
 

4. Property Taxes 
 
Property taxes levied by the District are collected by various municipalities and periodically 
remitted to the District.  Property taxes are assessed as of January 1 and billed and due December 
1. Unpaid taxes become delinquent as of February 14th and are subject to penalties and interest 
after that date.  Uncollected taxes at year-end are not material. 
 
For the year ended June 30, 2012, the District levied the following amounts per $1,000 of taxable 
valuation: 

Fund  Mills 
General Fund – Non-Principal Residence Exemption (PRE) 
General Fund – Commercial Personal Property 

 18.0000
6.0000

Debt Service Funds – PRE, Non-PRE, Commercial Personal Property  1.8500
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5. Inventories and Prepaid Expenditures 
 
Inventories are valued at cost.  Inventory in the General Fund consists of supplies held for 
consumption.  Inventories in the special revenue funds consisting of expendable supplies held for 
consumption, are recorded as expenditures when consumed rather than when purchased.  Certain 
payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid expenditures. 

 
6. Capital Assets 

 
Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.  
Donated fixed assets are valued at their estimated fair market value on the date received. 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend assets lives are not capitalized.  Improvements are capitalized and depreciated over the 
remaining useful lives of the related fixed assets. 
 
Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as 
follows: 
 
  Textbooks and Library Books     7 Years 
  Buildings and Additions     50 Years 
  Furniture and Other Equipment    5 – 15 Years 
  Transportation Equipment        6 – 8 Years 
 
The District’s capitalization policy is to capitalize individual items exceeding $1,000.  

 
7. Compensated Absences 

 
It is the District’s policy to permit employees to accumulate earned but unused sick pay benefits.  
The amount allowable to be compensated for depends on the position and the longevity of the 
individual employee.  A liability for these amounts is reported in governmental funds only if they 
have matured, for example, as a result of employee resignations and retirements. 
 

8. Deferred Revenue 
 
The District reports deferred revenue on its combined balance sheet.  Deferred revenues arise when 
potential revenue does not meet both the “measurable” and “available” criteria for recognition in 
the current period.  Deferred revenues also arise when resources are received by the District before 
it has a legal claim to them, as when grant monies are received prior to the incurring of qualifying 
expenditures.  In subsequent periods, when both revenue recognition criteria are met, or when the 
District has a legal claim to the resources, the liability for deferred revenue is removed from the 
combined balance sheet and revenue is recognized.  
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9. Long-Term Obligations 
 
In the government-wide financial statements, long-term debt and other long-term obligations are 
reported as liabilities in the applicable governmental activities statement of net assets.  Bond 
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the 
bonds using the effective interest method.  Bonds payable are reported net of the applicable bond 
premium or discount.   
 
In the fund financial statements, governmental fund types recognize bond premiums and discounts, 
as well as bond issuance costs, during the current period.  The face amount of debt issued is 
reported as other financing sources.  Premiums received on debt issuances are reported as other 
financing sources while discounts on debt issuance are reported as other financing uses.  Issuance 
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service 
expenditures. 

 
10. Fund Balance 

 
Beginning with fiscal year 2011, the School District implemented GASB Statement 54, Fund 
Balance Reporting and Governmental Fund Type Definitions.  In the fund financial statements, 
governmental funds report the following classifications of fund balance: 
 
Nonspendable – Includes amounts that cannot be spent because they are either not spendable in 
form or are legally or contractually required to be maintained intact. 
 
Restricted – Includes amounts restricted by external sources (creditors, laws of other governments, 
etc.) or by constitutional provision or enabling legislation. 
 
Committed – Includes amounts that can only be used for specific purposes determined by a formal 
action by Board Resolution.  These amounts cannot be used for any other purpose unless the 
School Board removes or changes the specified use by taking the same type of action (Board 
Resolution) that was employed when the funds were initially committed. 
 
Assigned – Includes amounts a government intends to use for a specific purpose.  Intent can be 
expressed by the School Board or by an official or body to which the School Board delegates the 
authority.  
 
Unassigned – Includes amounts that are available for any purpose.  Positive amounts are only 
reported in the General Fund. 
 
As stated in Note IB above, restricted resources are used first when an expense is incurred for 
which both restricted and unrestricted resources are available.  When an expenditure is incurred for 
which committed, assigned, or unassigned fund balances are available, the District considers 
amounts to have been spent first out of committed funds, then assigned funds, and finally 
unassigned funds, as needed, unless the School Board has provided otherwise in its commitment or 
assignment actions. 
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11. Use of Estimates 

 
The process of preparing basic financial statements in conformity with accounting principles 
generally accepted in the United States of America requires the use of estimates and assumptions 
regarding certain types of assets, liabilities, revenues, and expenditures.  Such estimates primarily 
relate to unsettled transactions and events as of the date of the financial statements.  Accordingly, 
upon settlement, actual results may differ from estimated amounts. 
 

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 

A. Budgets and Budgetary Accounting 
 

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United 
States of America.  Annual appropriated budgets are adopted for the general, special revenue, debt 
retirement and capital projects funds. Encumbrance accounting is not employed in governmental funds.  
Encumbrances (e.g., purchase orders, contracts) lapse at year-end and do not constitute expenditures or 
liabilities because the commitments will generally be reappropriated and honored during the subsequent 
year.  
 
The District follows these procedures in establishing the budgetary data reflected in the financial 
statements: 
 

1. The superintendent submits to the School Board a proposed operating budget for the fiscal 
year commencing on July 1. The operating budget includes proposed expenditures and the 
means 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. Public hearings are conducted to obtain taxpayer comments. 

 
3. The budget is legally adopted by School Board resolution pursuant to the Uniform Budgeting 

and Accounting Act (P.A. 493 of 2000).  The Act requires that the budget be amended prior 
to the end of the fiscal year when necessary to adjust appropriations if it appears that 
revenues and other financing sources will be less than anticipated or so that expenditures will 
not be in excess of original estimates.  Expenditures shall not be made or incurred, unless 
authorized in the budget, in excess of the amount appropriated.  Violations, if any, are noted 
in the required supplementary information section. 

 
4. The superintendent is charged with general supervision of the budgets and shall hold the 

department heads responsible for performance of their responsibilities. 
 
5. During the year the budgets are monitored and amendments to the budget resolution are 

made when it is deemed necessary. 
 
6. Budgeted amounts are as originally adopted on June 29, 2011, or as amended by the School 

Board of Education at various times throughout the year. 
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B. Excess of Expenditures Over Appropriations 
 

Excess of expenditures over appropriations occurred in the following funds: 
 

General Fund – Support Services – Instructional Staff expenditures of $36,241 exceeded 
appropriations of $35,975. 
 
Food Service Fund – Expenditures of $134,751 exceeded appropriations of $120,192. 
 
Public Library Fund – Expenditures of $24,849 exceeded appropriations of $24,049. 

 
The overages were funded by available fund balance and greater than anticipated revenues. 

 
NOTE 3 - DETAILED NOTES ON ALL FUNDS 
 

A. Deposits and Investments 
 

The District’s deposits and investments are on deposit with Central Savings Bank, Citizens Bank, and 
Michigan School District Liquid Asset Fund Plus. 
 
Custodial Credit Risk – Deposits.  In the case of deposits, there is the risk that in the event of a bank 
failure, the District’s deposits may not be returned to it.  As of June 30, 2012, $733,560 of the 
government’s bank balance of $1,382,795 was exposed to custodial credit risk because it was uninsured 
and uncollateralized. 
 
Custodial Credit Risk – Investments.  For an investment, there is the risk that, in the event of the failure 
of the counterparty, the government will not be able to recover the value of its investments or collateral 
securities that are in the possession of an outside party.  The District’s investments are categorized to 
give an indication of the level of risk assumed by the District at year-end.  Category 1 includes 
investments that are insured or registered, or securities held by the District or the District’s agent in the 
District’s name.  Category 2 includes investments that are uninsured and unregistered with securities 
held by the counterparty’s trust department or its agent in the District’s name.  Category 3 includes 
investments that are uninsured and unregistered, with the securities held by the counterparty, or by its 
trust department or its agent but not in the District’s name. At year-end, all of the District’s investments 
were uncategorized as to risk. 
 
Although the District’s investment policy does not directly address custodial credit risk, it typically 
limits its exposure by purchasing insured or registered investments or by controlling who holds the 
deposits and investments.   
 
Foreign Currency Risk.  The District is not authorized to invest in investments which have this type of 
risk; therefore, it is not addressed in the investment policy. 
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Investments 
 
At June 30, 2012, the District had the following investments: 
 

Investment Trust Funds 112,774$        

 
The District invests certain excess funds in the Michigan Investment Liquid Asset Fund (MILAF).  
MILAF is an external pooled investment fund of “qualified” investments for Michigan school Districts.  
MILAF is not regulated nor is it registered with the SEC.  MILAF reports that as of June 30, 2012, the 
fair value of the District’s investments is the same as the value of the pool shares. 
 

Balance Sheet Classifications: 
 

FOOD 2005 DEBT 2011 CAPITAL NONMAJOR

GENERAL SERVICE RETIREMENT PROJECTS AND OTHER

FUND FUND FUND FUND FUNDS TOTAL

Cash 497,086$           19,903$             88,971$                0$                          26,274$                   632,234$           

Restricted Cash 0                        0                        0                           658,758                 0                              658,758             

Investments 12,768               0                        0                           0                            100,006                   112,774             

509,854$           19,903$             88,971$                658,758$               126,280$                 1,403,766$        

B. Receivables 
 

Receivables as of year-end for all of the government’s funds are as follows: 
 

2005 DEBT
GENERAL RETIREMENT

FUND FUND TOTAL
Receivable

Taxes 3,837$        10,462$           14,299$    
Due from Other Governments 278,710      0                      278,710    

282,547$   10,462$           293,009$ 
 

Amounts due from other governments include amounts due from federal, state, and local sources for 
various projects and programs.  
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C. Capital Assets 
 

A summary of changes in the District's capital assets follows:

Balance Balance
July 1, 2011 Additions Deletions June 30, 2012

Capital assets not being depreciated - Land 53,737$       0$               0$           53,737$          

Capital assets being depreciated
Buildings and additions 6,522,062    840,206      0             7,362,268       
Furniture and equipment 1,579,851    30,754        452,494  1,158,111       
Textbooks and library books 58,021         0                 0             58,021            
Transportation equipment 375,654       6,500          13,919    368,235          

Subtotal 8,535,588    877,460      466,413  8,946,635       

Less accumulated depreciation for:
Buildings and additions 1,561,619    146,297      0             1,707,916       
Furniture and equipment 1,086,052    62,862        447,197  701,717          
Textbooks and library books 32,892         7,856          0             40,748            
Transportation equipment 289,040       17,883        13,919    293,004          

Accumulated depreciation 2,969,603    234,898      461,116  2,743,385       

Net capital assets being depreciated 5,565,985    642,562      5,297      6,203,250       

Net capital assets 5,619,722$ 642,562$   5,297$    6,256,987$    

 
Depreciation for the fiscal year ended June 30, 2012, amounted to $234,898.  The District determined it 
was impractical to allocate depreciation to the various governmental activities as the assets serve 
multiple functions. 
 

D. Interfund Receivables, Payables, and Transfers 
 

Interfund Receivables and Payables as shown in the individual fund financial statements at June 30, 
2012, were: 
 

INTERFUND INTERFUND
RECEIVABLES PAYABLES

General Fund 20,334$             6,330$               
Public Library 6,330                 0                        
Food Service Fund 0                        20,334               

26,664$             26,664$             
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All remaining balances generally resulted from the time lag between the dates that (1) interfund goods 
and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the 
accounting system, and (3) payments between funds are made.  All interfund balances outstanding at 
June 30, 2012, are expected to be repaid within one year. 
 
Interfund transfers as shown in the individual fund financial statements at June 30, 2012, were: 
 

TRANSFERS TRANSFERS
IN OUT

General Fund 0$                        82,751$               
Food Service Fund 15,000                 0                          
2011 Capital Projects Fund 45,829                 0                          
Public Library Fund 15,189                 0                          
2011 Debt Fund 6,733                   0                          

82,751$               82,751$              

Transfers are used to: (1) move revenues from the fund that is required to collect them to the fund that is 
required or allowed to expend them; (2) move receipts restricted to or allowed for debt service from the 
funds collecting the receipts to the debt service fund as debt service payments become due; and (3) use 
unrestricted revenues collected in the general fund to finance various programs accounted for in other 
funds in accordance with budgetary authorizations. 

 
E. Short-Term Debt 

 
During the year the District borrowed $650,000 on a Tax Anticipation Note which was paid off in full as 
of June 30, 2012.  The District incurred interest expense for the year in the amount of $7,570. 
 
The following is a summary of the Short-Term Debt transactions for the School District for the year 
ended June 30, 2012: 
 
Short-Term Debt at July 1, 2011 0$                     
New Debt Issued 650,000            
Debt Retired and Paid (650,000)          
Short-Term Debt at June 30, 2012 0$                    

 
F. Long-Term Debt 
 

The District issues general obligation bonds to provide funds for the acquisition, construction and 
improvement of major capital facilities.  General obligation bonds are direct obligations and pledge the 
full faith and credit of the District. 
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The following is a summary of governmental long-term obligations for the District for the year ended 
June 30, 2012: 
 

BONDS 
PAYABLE

SELF 
LIQUIDATING 

SERIAL BONDS
COMPENSATED 

ABSENCES TOTAL

Long-Term Debt 7/1/11 3,090,000$    18,973$               25,112$                3,134,085$   
New Debt Issued 1,527,648      0                          0                           1,527,648     
Increase (Decrease) in 

Accrued Expenses 0                    0                          (1,061)                   (1,061)          
Bonds Retired (290,000)       (15,912)                0                           (305,912)      

Total Bonds Payable 6/30/12 4,327,648$   3,061$                24,051$                4,354,760$  

Amount Due Within One Year 373,348$      3,061$                0$                         376,409$     

At June 30, 2012, the District's long-term debt consisted of the following issues:

2005 Refunding Bonds due in annual installments of $305,000 to
$400,000 through May 1, 2020, Interest at 4.00% to 5.50% 2,800,000$  

1,527,648    

1998 Durant Settlement Bonds due in annual principal payments of 
$3,061 through May 15, 2013, Interest at 3.85% 3,061           

Compensated Absences 24,051         

Total long-term debt 4,354,760$ 

2011 School Improvement Bonds due in annual installments of $68,348 to 
$158,635 through August 17, 2026, Interest at 5.99%

 
The requirements to amortize debt outstanding as of June 30, 2012, including interest of $1,340,844 are 
as follows: 
 

Amounts
Year Ending June 30, Principal Interest Payable

2013  $         376,409  $         201,197 $         577,606 
2014             364,162             185,332            549,494 
2015             382,363             169,693            552,056 
2016             395,741             153,913            549,654 
2017             414,303             137,208            551,511 

2018-2022          1,712,311             387,208         2,099,519 
2023-2027             685,420             106,293            791,713 

 $      4,330,709  $      1,340,844         5,671,553 

Compensated Absences              24,051 

$      5,695,604 

Bonds
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The annual requirements to amortize the accrued compensated absences are uncertain because it is 
unknown when the employees will use the benefit.  Compensated absences will be paid by the fund in 
which the employee worked, including the general fund and other governmental funds. 
 

NOTE 4 – OTHER INFORMATION 
 

A. Employee Retirement System 
 

Plan Description - The District contributes to the statewide Michigan Public School Employees’ 
Retirement System (MPSERS), a cost-sharing multiple-employer defined benefit pension plan 
administered by the nine-member board of MPSERS.  The MPSERS provides retirement benefits and 
postretirement benefits for health, dental and vision.  The MPSERS was established by Act 136 of 1945 
and operated under the provisions of Public Act 300 of 1980, as amended.  The MPERS issues a 
publicly available financial report that includes financial statements and required supplementary 
information for MPSERS.  That report may be obtained by writing to Michigan Public School 
Employees Retirement System, P.O. Box 30171, Lansing, Michigan 48909 or by calling (800) 381-
5111. 
 
Funding Policy - Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990 
contribute a permanently fixed rate of 3.9% of gross wages.  The MIP contribution rate was 4.0% from 
January 1, 1987, the effective date of the MIP, until January 1, 1990 when it was reduced to 3.9%.  
Members first hired January 1, 1990 or later and returning members who did not work between January 
1, 1987 through December 31, 1989 contribute at the following graduated permanently fixed 
contribution rate:  3% of the first $5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over 
$15,000.  Members first hired on July 1, 2008 or later contribute at the following graduated permanently 
fixed contribution rate: 3% of the first $5,000; 3.6% of $5,001 through $15,000; 6.4% of all wages over 
$15,000. 

 
Basic Plan members make no contributions.  For a limited period ending December 31, 1992, an active 
Basic Plan member could enroll in the MIP by paying the contributions that would have been made had 
enrollment occurred initially on January 1, 1987 or on the date of hire, plus interest.  MIP contributions 
at the rate of 3.9% of gross wages begin at enrollment.  Market rate interest is posted to member 
accounts on July 1st on all MIP monies on deposit for 12 months.  If a member leaves MPSERS service 
and no pension is payable, the member’s accumulated contribution plus interest, if any, are refundable. 
 
On May 19, 2010, the Governor signed Public Act 75 of 2010 into law.  As a result, any member of 
MPSERS who became a member of MPSERS after June 30, 2010 is a Pension Plus Member.  The 
Pension Plus Plan pairs a guaranteed retirement income (defined benefit pension) with a flexible and 
transferable retirement savings (defined contribution) account. 
 
The District is required to contribute the full actuarial funding contribution amount to fund pension 
benefits, plus an additional amount to fund retiree health care benefit amounts on a cash disbursement 
basis.  The rates for the year ended June 30, 2012, were 20.66% of payroll through September 30, 2011, 
and 24.46% effective October 1, 2011. For employees who first worked on or after July 1, 2010, the rate 
for the year ended June 30, 2012, was 19.16% for the first quarter and 23.23% for the remainder of the 



DETOUR AREA SCHOOLS 
 

DETOUR, MICHIGAN 
 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2012 

 
 

22 

year.  The contribution requirements of plan members and the District are established and may be 
amended by the MPSERS Board of Trustees.  The District contributions to MPSERS for the year ended 
June 30, 2012, 2011 and 2010 were $302,138, $245,975 and $198,859, respectively, and were equal to 
the required contribution for those years. 
 
Other Post Employment Benefits Funding Policy - Retirees have the option of health coverage, which is 
funded on a cash disbursement basis by the employers.  The Systems has contracted to provide the 
comprehensive group medical, hearing, dental and vision coverage for retirees and beneficiaries.  A 
significant portion of the premiums is paid by the System with the balance deducted from the monthly 
pension. Public Act 75 of 2010 requires each actively employed member of MPSERS after June 30, 
2010 to contribute 3% (or 1.5%) of their compensation to offset employer contributions for health care 
benefits of current retirees.  For the school fiscal year that began July 1, 2010, members who were 
employed by a reporting unit that were paid less than $18,000 in the prior school year and members who 
were hired on or after July 1, 2010, with a starting salary of less than $18,000 are required to contribute 
1.5% of the members’ compensation.  For each school fiscal year that begins on or after July 1, 2011, 
members shall contribute 3% of compensation into the health care funding account.  Effective April 1, 
2011 a court order eliminated this requirement.  The court order is being appealed by the State of 
Michigan. 
 
Pension recipients are generally eligible for fully paid Master Health Plan coverage and 90% paid 
Dental Plan, Vision Plan, and Hearing coverage. 
 
The District is not responsible for the payment of retirement benefits and post-employment benefits 
which is the responsibility of the State of Michigan. 

 
B. Risk Management 

 
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees' and natural disasters.  The District participates in 
two distinct pools of educational institutions within the State of Michigan for self-insuring property and 
casualty and workers' disability compensation.  The pools are considered public entity risk pools.  The 
District pays annual premiums under a retrospectively rated policy to the pools for the respective 
insurance coverage.  In the event a pool's total claims and expenses for a policy year exceed the total 
normal annual premiums for said years, all members of the specific pool's policy year may be subject to 
special assessment to make up the deficiency.  The workers' compensation pool and the property 
casualty pool maintain reinsurance for claims generally in excess of $500,000 for each occurrence with 
the overall maximum coverage varying depending on the specific type coverage of reinsurance. 
 
The District continues to carry commercial insurance for other risks of loss, including employee health 
and accident insurance.  No settlements have occurred in excess of coverage for June 30, 2012 or any of 
the prior three years. 
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C. 2005 Refunding Bonds  
 

On April 26, 2005, the District issued $3,730,000 in General Obligation Bonds with interest rates of 
3.00% to 5.50% to advance refund $3,635,000 of outstanding 1999 Series Bonds with interest rates of 
5.00% to 5.50%.  As a result, $3,635,000 of the 1999 Series Bonds are considered to be defeased and the 
liability for those bonds has been removed from the non-current liabilities of the District. 
 

D. Capital Projects Fund 
 

The 2011 Capital Projects Funds include capital project activities funded with bonds issued August 17, 
2011.  For these capital projects, the school district has complied with the applicable provisions of 
§1351a of the Revised School Code. 

 
E. Commitments and Contingencies 

 
Under the terms of various federal and state grants and regulatory requirements, periodic audits are 
required and certain cost may be questioned as not being appropriate expenditures under the terms of the 
grants and requirements.  Such audits could lead to reimbursement of the grantor or regulatory agencies. 
However, management does not believe such disallowances, if any, would be material to the financial 
position of the District. 
 
 



ORIGINAL FINAL ORIGINAL FINAL

BUDGET BUDGET ACTUAL BUDGET BUDGET ACTUAL

REVENUES

Local Sources 2,010,143$   2,107,189$ 2,108,497$ 42,000$       39,300$     39,686$       

State Sources 205,231        282,195      286,325      9,000 5,924 5,925

Federal Sources 95,933          97,081        98,669        70,000 59,857 75,239

Other Transactions 358,908        424,534      467,733      0 0 0

Total Revenues 2,670,215     2,910,999   2,961,224   121,000       105,081     120,850       

EXPENDITURES
Instruction

Basic Programs 1,563,935     1,509,470   1,491,530   0                 0                0                  

Added Needs 127,812        240,153      238,184      0                 0                0                  

Supporting Services

Pupil 10,525          9,215          6,725          0                 0                0                  

Instructional Staff 35,962          35,975        36,241        0                 0                0                  

General Administration 153,459        165,913      164,694      0                 0                0                  

School Administration 131,839        135,680      126,790      0                 0                0                  

Business 83,218          74,347        68,989        0                 0                0                  

Operation and Maintenance of Plant 266,897        317,820      304,738      0                 0                0                  

Pupil Transportation Services 182,322        180,439      174,226      0                 0                0                  

Central Support Services 34,681          38,475        38,275        0                 0                0                  

Athletic Activities 23,413          27,593        26,605        0                 0                0                  

Food Service 0                   0                0                128,205       120,192     134,751       

Total Expenditures 2,614,063     2,735,080   2,676,997   128,205       120,192     134,751       

Excess (Deficiency) of Revenues 

Over (Under) Expenditures 56,152          175,919      284,227      (7,205)         (15,111)      (13,901)        

OTHER FINANCING SOURCES (USES)
Operating Transfers In/(Out) (73,830)         (76,823)      (82,751)      8,000          10,000       15,000         

Net Change in Fund Balance (17,678)         99,096        201,476      795             (5,111)        1,099           

FUND BALANCE - Beginning of Year 413,945        413,945      413,945      5,673          5,673         4,598           

FUND BALANCE - End of Year 396,267$      513,041$    615,421$    6,468$         562$          5,697$         

DETOUR AREA SCHOOLS

DETOUR, MICHIGAN

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

YEAR ENDED JUNE 30, 2012

GENERAL FUND FOOD SERVICE FUND
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GENERAL TOTAL
PUBLIC CAPITAL NONMAJOR

LIBRARY PROJECTS GOVERNMENTAL
FUND FUND FUNDS

ASSETS
Cash 26,274$        0$                      26,274$                    
Investments 0                  100,006           100,006                    
Due from Other Funds 6,330           0                       6,330                        

TOTAL ASSETS 32,604$        100,006$          132,610$                  

LIABILITIES AND FUND BALANCES 
LIABILITIES  

Salaries Payable 614$             0$                      614$                         

FUND BALANCE
Restricted for Public Library 31,990         0                       31,990                      
Committed for Capital Projects 0                  100,006           100,006                    

Total Fund Balances 31,990         100,006           131,996                    

TOTAL LIABILITIES   
AND FUND BALANCES 32,604$        100,006$          132,610$                  

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES

JUNE 30, 2012
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TOTAL
GENERAL NONMAJOR

PUBLIC 1998 2011 CAPITAL GOVERNMENTAL
LIBRARY DURANT DEBT PROJECTS FUNDS

REVENUES
     Local Sources 13,180$      0$                  0$                    78$              13,258$                  
     Intermediate Sources 8,205          0                    0                      0                  8,205
     State Sources 473 21,548 0 0 22,021
     Federal Sources 0 0 39,261 0 39,261

          Total Revenues 21,858 21,548 39,261 78 82,745

EXPENDITURES
     Community Services 24,849 0 0 0 24,849
     Debt Service

Principal 0 15,912 0 0 15,912
Interest 0 5,636 45,753 0 51,389

Other Transactions 0 0 241 0 241

     Total Expenditures 24,849 21,548 45,994 0 92,391

     Excess (Deficiency) of Revenues
     Over (Under) Expenditures (2,991) 0 (6,733) 78 (9,646)

OTHER FINANCING SOURCES (USES)
     Transfers In 15,189 0 6,733 0 21,922

     Net Change in Fund Balance 12,198 0 0 78 12,276

     FUND BALANCE - Beginning of Year 19,792 0 0 99,928 119,720

     FUND BALANCE - End of Year 31,990$      0$                  0$                    100,006$     131,996$                

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUND TYPES

YEAR ENDED JUNE 30, 2012

DEBT SERVICE FUNDS
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TITLE OF ISSUE 2011 School Improvement Bonds

DATE OF ISSUE

AMOUNT OF ISSUE 1,527,648$        

AMOUNT REDEEMED
Prior to Current Year 0$                  
During Current Year 0                    0                        

BALANCE OUTSTANDING - June 30, 2012 1,527,648$        

INTEREST 
DUE DATES RATES TOTAL INTEREST PRINCIPAL

5.99% 114,101$             45,753$         68,348               
43,706                 43,706           

5.99% 92,868                 43,706           49,162               
42,234                 42,234           

5.99% 94,596                 42,233           52,363               
40,665                 40,665           

5.99% 96,406                 40,665           55,741               
38,996                 38,996           

5.99% 98,298                 38,995           59,303               
37,220                 37,220           

5.99% 137,980               37,219           100,761             
34,202                 34,202           

5.99% 140,057               34,202           105,855             
31,032                 31,032           

5.99% 142,230               31,031           111,199             
27,707                 27,707           

5.99% 144,508               27,701           116,807             
24,203                 24,203           

5.99% 146,891               24,202           122,689             
20,528                 20,528           

5.99% 148,682               20,528           128,154             
16,690                 16,690           

5.99% 149,567               16,690           132,877             
12,710                 12,710           

5.99% 145,587               12,710           132,877             
8,731                   8,731             

5.99% 141,608               8,731             132,877             
4,751                   4,751             

5.99% 163,386               4,751             158,635             
2,340,140$           812,492$       1,527,648$        

DETOUR AREA SCHOOLS
DETOUR, MICHIGAN

SCHEDULE OF BONDS PAYABLE - 2011 SCHOOL IMPROVEMENT BONDS
JUNE 30, 2012

August 17, 2011

REQUIREMENTS

August 17, 2012
February 17, 2013
August 17, 2013
February 17, 2014
August 17, 2014
February 17, 2015
August 17, 2015
February 17, 2016
August 17, 2016
February 17, 2017
August 17, 2017
February 17, 2018
August 17, 2018
February 17, 2019

August 17, 2025

August 17, 2026

August 17, 2023
February 17, 2024
August 17, 2024
February 17, 2025

February 17, 2026

August 17, 2019
February 17, 2020
August 17, 2020
February 17, 2021
August 17, 2021
February 17, 2022
August 17, 2022
February 17, 2023
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TITLE OF ISSUE 2005 Refunding Bonds

PURPOSE

DATE OF ISSUE

AMOUNT OF ISSUE 3,730,000$        

AMOUNT REDEEMED
Prior to Current Year 640,000$       
During Current Year 290,000         930,000             

BALANCE OUTSTANDING - June 30, 2012 2,800,000$        

INTEREST 
DUE DATES RATES TOTAL INTEREST PRINCIPAL

55,796$         55,796$         
4.00% 360,796         55,796           305,000$           

49,696           49,696           
4.00% 364,696         49,696           315,000             

43,397           43,397           
5.30% 373,397         43,397           330,000             

37,126           37,126           
5.30% 377,126         37,126           340,000             

30,496           30,496           
5.30% 385,496         30,496           355,000             

23,396           23,396           
5.30% 393,396         23,396           370,000             

15,996           15,996           
5.30% 400,996         15,996           385,000             

8,200             8,200             
5.50% 408,200         8,200             400,000             

3,328,206$    528,206$       2,800,000$        

DENOMINATIONS

May 1, 2018

May 1, 2014

November 1, 2017

DETOUR AREA SCHOOLS

April 26, 2005

JUNE 30, 2012

The Bonds were issued for the purpose of refunding a
portion of the 1999 School Improvement Bonds.

DETOUR, MICHIGAN

May 1, 2017

November 1, 2014

November 1, 2018
May 1, 2019
November 1, 2019
May 1, 2020

$5,000 or any integral multiple up to the amount of a
Single Maturity.

SCHEDULE OF BONDS PAYABLE - 2005 REFUNDING BOND ISSUE

REQUIREMENTS

May 1, 2016
November 1, 2015

November 1, 2016

November 1, 2012
May 1, 2013
November 1, 2013

May 1, 2015
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DETOUR AREA SCHOOLS

JUNE 30, 2012

DETOUR, MICHIGAN

SCHEDULE OF BONDS PAYABLE - 2005 REFUNDING BOND ISSUE

REDEMPTION PRIOR TO MATURITY

TAX LEVY FOR RETIREMENT OF BONDS The bonds will pledge the full faith, credit and ad valorem
taxes, which may be levied without limitation as to rate or
amount as provided by Article IX, Section 6, and Article
IX, Section 16, of the Michigan Constitution of 1963.

Bonds of this issue maturing in the years 2006 through
2014, inclusive, shall not be subject to redemption prior to 
maturity. Bonds or portions of Bonds in multiples of
$5,000 of this issue maturing in the years 2015 through
final maturity, shall be subject to redemption prior to
maturity, at the option of the School District, in such
order as the School District may determine and by lot
within any maturity, on any interest payment date on or
after May 1, 2014, at par and accrued interest to the date
fixed for redemption.

29



TITLE OF ISSUE 1998 School Improvement Bond

PURPOSE

DATE OF ISSUE

AVERAGE INTEREST RATE

INTEREST AND PRINCIPAL PAYABLE May 15 of each year

AMOUNT OF ISSUE 45,670$          

AMOUNT REDEEMED
Prior to Current Year 26,697$         
During Current Year 15,912           42,609            

BALANCE OUTSTANDING - June 30, 2012 3,061$            

DUE DATES TOTAL INTEREST PRINCIPAL
3,207$                 146$              3,061$            

3,207$                 146$              3,061$            

REDEMPTION PRIOR TO MATURITY There is no provision for early redemption.

TAX LEVY/STATE AID

DETOUR, MICHIGAN
DETOUR AREA SCHOOLS

November 15, 1998

The bonds were issued for improvements to site, school
buses, equipment, building improvement, remodeling of
existing facilities and other section 1351a of Act 451
purposes.

JUNE 30, 2012

The revenues to retire the Durant Settlement Bonds is to
come from yearly transfers of state aid from the State of
Michigan, thus, no property taxes are levied for these
payments.

3.850%

REQUIREMENTS

May 15, 2013

SCHEDULE OF BONDS PAYABLE - 1998 DURANT SETTLEMENT
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