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INDEPENDENT AUDITOR'S REPORT

To the Board of Education

Ontonagon Area School District

Ontonagon, Michigan

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements olthe governmental activities, each major fund and each fiduciary fund, ofthe Ontonagon
Area School District ("District"), as oland lor the year ended June 30,2025, and the related notes to the financial statements, which collectively
comprise the District's basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present lairly, in all material respects, the respective financial position olthe govemmental
activities, each major fund and each fiduciary fund inlormation ofthe District, as ofJune 30,2025, and the respective changes in financial position
thereof for the year then ended in accordance with accounting principles generally accepted in the United States ofAmerica.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to
lrnancial audits contained inthe Government Auditing Standards, issuedby the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit olthe Financial Statements section of our report. We are
required to be independent olthe District, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Change in Accounting Principle

As described in Note l4 to the financial statements, lor the year ended June 30,2025, the District adopted new accounting guidance, GASB
Statement No. 101, Compensated Absences. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the aggregate, that
raise substantial doubt about the District's ability to continue as a going concem for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.

201 E. HUGHITT, IRON MOUNTAIN, MICHTGAN 49801 PHONE (906) 774.4300 FAX (906) 774-6926



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are lree from material misstatement, whether
due to lraud or error, and to issue an auditor's report that includes our opinion- Reasonable assurance is a high level ofassurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards uld Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fiaud
is higher than for one resulting from enor, as lraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
intemal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the financial statements.

In perlorming an audit in accordance with generally accepted auditing standards andGovernment Auditing Standards,we:

r Exerciseprolessionaljudgmentandmaintainprofessional skepticismthroughouttheaudit.

o Identi&andassesstherisksofmaterialmisstatementofthefinancial statements,whetherduetofraudorerror,anddesignandperformaudit
procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements.

r Obtainanunderstandingofinternalcontrolrelevanttotheauditinordertodesignauditproceduresthatareappropriateinthecircumstances,but
not lor the purpose ofexpressing an opinion on the effectiveness ofthe District's internal control. Accordingly, no such opinion is expressed.

r Evaluate the appropriateness ofaccounting policies used and the reasonableness olsignificant accounting estimates made by management, as
well as evaluate the overall presentation ofthe financial statements.

o Conclude whether, in ourjudgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the District's
ability to continue as a going concem for a reasonable period oftime.

We are required to communicate with those charged with govemance regarding, among other matters, the planned scope and timing olthe audit,
significant audit findings, and certain intemal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States olAmerica require that the management's discussion and analysis, budgetary
comparison information, and the pension and other post-employment benefits schedules as reported in the table of contents be presented to
supplement the basic financial statements. Such inflormation, although not a part of the basic financial statements, is required by the Govemmental
Accounting Standards Board, who considers it to be an essential part of financial reporting lor 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 lor consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit ofthe 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 Reporting Required by Government Auditing Standards

ln accordance withGovernment Auditing Standards, we have also issued our report dated October 22,2025, on our consideration olthe District's
intemal 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 ofthat report is to describe the scope ofour testing ofintemal control over financial reporting and
compliance and the results olthat testing, and not to provide an opinion on intemal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordancs withGovernment Auditing Standards in considering District's intemal control over financial
reporting and compliance.

n*rJorn^rL,f/c
ANDERSON, TACKMAN & COMPANY, PLC
Certifi ed Public Accountants
Iron Mountain, Michigan

October 22,2025



Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June30,2025

Ontonagon Area School District's Management Discussion and Analysis is intended to assist the reader to
focus on significant financial issues, provide an overview of the District's financial activity, and identifu
changes in the District's financial position including its ability to address the next and subsequent years'
challenges. It also identifies any material deviations from the financial plan and identifies individual fund
issues or concerns. This is a requirement of the Governmental Accounting Standards Board (GASB)
Statement No. 34 (GASB 34) as amended by GASB Statement No. 63, GASB Statement No. 65, and GASB
Statement No. 68 and 75, GASB Statement No. 71 an amendment of GASB Statement No. 68, GASB
Statement No. 84, GASB Statement No. 87, GASB Statement No. 96, and GASB Statement No. 101 and is
intended to provide the financial results for the fiscal year ending June 30, 2025.

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

Basic Financial Statements

District-Wide Financial Statements Fund Financial Statements

Notes to the Basic Financial Statements

(Required S upplemental Info rmation)
(other than MD&A expanded)

GASB 34, as amended by GASB Statement No. 63 and 65, requires the presentation of two basic types of
financial statements: District-Wide Financial Statements and Fund Financial Statements.

District-Wide Financial Statements

The District-Wide Financial Statements provide a perspective of the District as a whole. These financial
statements use the fullaccrual basis of accounting similar to private sector companies. There are two District-
Wide Financial Statements: the Statement of Net Position and the Statement of Activities.

The Statement of Net Position combines and consolidates governmental funds: current financial resources
(short-term available resources) (assets, liabilities, and deferred outfloilinflow of resources) with capital
assets and long-term obligations, regardless of their current availability.

Consistent with the full accrual basis method of accounting, the Statement of Activities accounts for current
year revenues and expenses regardless of when cash is received or paid. The intent of this statement is to
summarize and simplifu the user's analysis of the costs of various District services.
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Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30, 2025

Fund Financial Statements

The Fund Financial Statements are similar to financial presentations of years past, but the new focus is on the
District's Major Funds rather than fund types as in the past. The two Account Groups: General Fixed Assets
and General Long-Term Debt are no longer reported. Consistent with previous years, the fund statements are
reported using the modified accrual method of accounts. Under this basis of accounting, revenues are
recorded when received, except when they are measurable and available and therefore represent resources that
may be appropriated. Expenditures are accounted for in the period those goods and services are used in
school programs. In addition, capital asset purchases are expensed and not recorded as an asset. Debt
payments are recorded as expenditures in the current year, and future debt obligations are not recorded.

Fund types include the General Fund, School Service Fund, Debt Retirement Fund, Capital Project Fund,
Student Activity Fund, and Fiduciary Funds. The General Fund is used primarily to account for the general
education requirements of the District. For fiscalyear ending June 30, 2025 and2024, Athletics is combined
with the General Fund. Its revenues are derived from propert5r taxes, state and federal distributions and
grants, and other intergovernmental revenues. The School Service Fund is comprised of Food Service. The
Debt Retirement Fund is used to record the funding and payment of principal and interest on bonded debt.
The Capital Project Fund is used to account for financial resources to be used for acquisition, construction, or
improvements of major capital facilities. The Student Activity Fund accounts for assets held by the District
as an agent for various student groups and related activities. The Fiduciary Funds account for assets held by
the District in a trustee capacity for various student groups and related activities.

7



Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30, 2025

Financial Analysis of the District as a Whole

Summary of Net Position

June30,2025 lune30,2D4

$ 2,598,144

4.003.339

$

Assets:

Current assets

Net non-current assets

Total assets

Defened Pension Outllows

Uabilities:
Current liabilities
[.ongterm liabilities

Total liabilities

Deferred Pension Inf lows

Net Position:
Net inveshnent in capital assets

Restricted for debt service

Restricted for food service

Resficted for capital projects

Restricted for student activities

Unrestricted

2,362,198

3.329,517

6"601.483 5"691.71s

1.270.587 2.126.262

7@,497

4.376"781

777,954

6.336.304

s.141.278 7.114.258

2,404,572 1,468,771

2,952,350

77,174

78,276

906,497

I10,502

2,699,563

54,017

66,271

896,070

106,655

B.798.579) .628)

Total net pmition * $ 326,220 $ (765,052)

* See Note 14 for prior period adjustnrent

The School District's net position was$326,220 at June 30,2025, compared to (deficit) $(765,052) at June
30,2024. Total net position can be separated into three categories: Net investment in capital assets, restricted
assets for debt service, food service, capital projects, and student activities and unrestricted assets.

8



Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30,2025

Net capital assets are a combination of funds available for capital assets less accumulated depreciation and
related debt. The original cost of capital assets was $8,012,793 at June 30, 2025, and $8,108,851 at June 30,
2024. The accumulated depreciation is the accumulation of depreciation expense since acquisition. ln
accordance with Generally Accepted Accounting Principles (GAAP), depreciation expense is recorded on the
original cost of the asset, less any estimated salvage value, expensed over the estimated use life of the assets.
Total accumulated depreciation was $4,700,443 at June 30, 2025, and $4,884,288 at June 30,2024. Total
debt related to capital assets was $360,000 at June 30,2025, and $525,000 at June 30,2024.

Restricted net position are funds that, by their nature, are restricted for use by laws or regulations by the State
of Michigan. These funds totaled$1,172,449 at June 30,2025, compared to $1,123,013 at June 30,2024.

The remaining balance in unrestricted net position represents a deficit balance of $(3,798,579) at June 30,
2025, and a deficit balance of $(4,587,628) as reported at June 30, 2024. The deficit balances are a result of
GASB Statement No. 68, GASB Statement No. 75 and, GASB Statement No. 101 effective for fiscal years
beginning after June 15,2014, June 15, 2017, December 15, 2023 respectively. Additional information
regarding GASB Statement No. 68, 75 and 101 can be found in the audit report under Notes 9, l0 and 14.

9



Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30,2025

The results of this year's operations for the School District as a whole are reported in the Statement of
Activities. A summary of the District-Wide results of operations for the years ended June 30, 2025 and June

30,2024 is as follows:

June 30,2025 June 30 2024

Program revenue

Charges for services - local
Operating grants - federal state local

$ $

Total program revenue 478.908 486. I 98

80,360

398.548
74,516

4t1,682

General revenue

Property taxes levied for general operations
State of Michigan aid, unrestricted
Other- federal, state and local

Total general revenue

Total revenue

Expenses

Instruction
Support services
School service
Interest on long term debt
Depreciation (unal located)

Total expenses

Changes in net position

Net Position July I *

Net Position June 30

* See Note l4 for prior period adjustment

1,686,678

1,293,832

282,477
26,310

226.519

1,734,217
1,330,070

277,486
41,090

195.245

2,631,194
1,170,021

326.965

2,437,904
1,522,741

434.419

4.1 28.1 80 4.39s.064

4,607,088 4,88t,262

3.51 5.816 3.578.098

1,091,272 I ,303, 164

65"052) (2 8.216)

$ 326,220 $ (765,052)

l0



Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30,2025

GOVERNMENTAL FUNDS FINANCIAL HIGHLIGHTS

The overall condition of the governmental funds has increased during June 30, 2025 and June30,2024. In
the General Fund, the excess of revenues over expenditures totaled $225,589 during fiscal year June30,2025,
and the excess ofrevenues over expenditures totaled $304,305 during fiscal year June30,2024.

MAJOR GOVERNMENTAL F'UNDS BUDGETING AND OPERATING HIGHLIGHTS

The District's budgets are prepared according to Michigan law and are initially adopted prior to July I of each
year, before student enrollment counts are known. Therefore, it is expected that there will be changes
between the initial budget and subsequent budgets, as actual enrollments are known. The most significant
fund budgeted is the General Fund operations. The General Fund operating budget was amended two times
during fiscal year 2025.

General Fund Operations

In the General Fund operations, the actual revenue for fiscal year June 30,2025 was $3,778,496. This is
above the original budget of $3,528,015 and below the final budget of $3,831,555 - a variance of -2.66Yo.
The actual expenditures of the general fund for fiscal year June 30, 2025 operations were $3,526,789. This is
below the original budget of $3,661,670 and below the final budget of $3,708,301- a variance of -4.89Yo.

GOVERNMENTAL F'UND EXPENDITURES

Below is a summary of the governmental fund expenditures and their percentages as they relate to total
governmental funds:

General Fund

Debt Service Fund

Capital Projects Fund

Food Service Fund

Student Actvities Fund

Total
Expenditures
June 30,2025

$ 3,590,962

192,697

287,528
245,ggg

91,050

Percentage

81.6s%
4.38%
6.s4%
5.59Yo

1.84o/o

Total
Expenditures

June30,2024

$ 3,749,439
193,237

298,960
237,570

80,787

Percentage

82.22%

4.24%

6.56%
5.21%
1.77%

Total Expenditures S 4,398,216 100.00% $ 4,559,993 100.00%
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Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30,2025

TOTAL REVENUES

Below is a summary of the governmental fund revenues and their percentages as they relate to governmental
funds.

State of Michigan Aid unrestricted $

Prop taxes general operation
Prop taxes debt retirement
Prop taxes sinking fund
Operating grants federal state local

Charges for services - local

Other federal state local

Total

Revenue

June30,2025 Percentage

Total

Revenue

June30,2024 Percentage

30.7904

42.0lYo

2.57%

4.720

8.32%

l.5t%
10.08%

1,170,021

2,223,346

143,796
264,052

398,548

80,360

39 1,1 38

25.05o/o $

47.600/o

3.08%
5.6504

853%
t.72%
8.37%

1,522,741

2,077,322

126,939

233,643
4ll,6g2
74,516

498,400

Total Revenues g 4,671,261 100.00% g 4,945,243 100.00%

Unrestricted State Aid

The District is predominately funded by State Aid based on a blended count formula that the State of
Michigan utilizes. State revenues to the District have decreased as a result of increased property taxes due to
the County of Ontonagon's miscalculation of taxable property values. State aid membership was 268 for
fiscal year June 30, 2025 and270 for fiscalyear June 30, 2024. The foundation allowance remained the same
from the previous year.

Property Taxes

The District levies l8 mills of property taxes on all Non-Homestead property located within the District for
General Fund operations. The levy is assessed on the taxable value of the property. The increase in taxable
value is limited to the lesser of the inflation rate of the prior year or 5oh. When a property is sold, the taxable
valuation of the sold property is readjusted to the State Equalized Value, which is approximately 50% of
market value.

The District levied 0.70 mills of property taxes on all classes of property located within the District for
bonded debt retirement. The levy is not subject to rollback provisions and is used to pay the principal and
interest on bond obligations.

The District levied 1.2853 mills on property taxes on all classes of property located within the District for our
Sinking Fund. The levy is to rollback provisions and is used for acquisition, construction, and improvements
of the facilities.
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Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30, 2025

Operating Grants Federalo State, and Local

The primary sources are the Federal Title I Program and the State funded At Risk Program and the Special
Education Obligation funds required under the Headlee Amendment, State of Michigan legislation. Both
Title I and At-Risk Programs assist students who are deemed to be at risk in the instruction process. For the
2024-2025 fiscal year, the District has utilized $100,677 of Title I funds and $185,424 of State At-Risk
funds. For fiscal year 2025 the State, under the Headlee amendment, was obligated to remit to the District
$53,500.

ENROLLMENT

The District's2024-2025 fall enrollment totaled 258. This is a decrease of 12 students from the previous
year. The district had a decrease due to a larger graduating class offset by a smaller incoming Kindergarten
class. Ontonagon Area School District is located in Michigan's Upper Peninsula and continues to work
through difficult economic times.

Enrollment changes over the last ten years can be illustrated as follows:

Fiscal

Year

2025

2024

2023

2022

2021

2020

2019

201 8

2017

2016
2015

(Fall) Student

Enrollment

2s8
270

274

287

269

272

299

297

316
346

Increase

(Decrease)

in Student

Enrollment
(12)
(4)

( l3)
l8
(2)
(l)
(27)
2

(le)
(30)

(33)

271

Student enrollment is important to the financial health of the District because state funding is based on a per
pupil formula.
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Ontonagon Area School District
Management Discussion and Analysis

For the Fiscal Year Ended June 30,2025

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2025, the District had $8,012,793 invested in land and building, furniture and
equipment, vehicles and buses compared to $8,108,851 at June 30,2024. Of this amount, $4,700,443 and
$4,884,288 has been depreciated at June 30,2025 and June 30,2024 respectively. Net book value totaled
$3,312,350 at June 30,2025, and$3,224,563 at June 30, 2024. The District maintains a $2,000 threshold for
capitalization of assets.

Outstanding Debt at Year End

As of June 30,2025, the District had $360,000 in bonds outstanding, compared to $525,000 at June 30,2024.
The District collects bonded debt across the total property values. Therefore, total growth in valuation is an
important element in determining the District's ability to retire bonded debt and/or to incur additional bond
debt.

For more detailed information regarding capital assets and debt administration, please review the Notes to the
Basic Financial Statements located in the financial section of this report.

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT

This report is designed to give an overview of the financial conditions of the Ontonagon Area School District.
For additional detailed financial information contact:

Peggy Kukanich
Business Specialist
Ontonagon Area School District
701 ParkerAvenue
Ontonagon, MI49953
Office Telephone (906) 813-06i4
Fax Telephone (906) 813-0615
pkukanich@oasd.k I 2.mi.us

l4
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ONTONAGON AREA SCHOOL DISTRTCT

STATEMENT OF NET POSITION

June 30, 2025

Governmental
Activities

ASSETS:
Cunent assets:

Cash and equivalents
Investments

Accounts receivable

Inventory
Due from other governments

$ 151,225

1,712,695
12,446
20,519

t0t,259

Total current assets 2,598,t44

Noncurrent assets:

Capital assets

Accumulated depreciation
Net other post empolyment benefits asset

8,0t2,793
(4,700,443)

690,989

Total noncurrent assets 4,003,339

TOTAL ASSETS 6,60 r,483

DEFERRED OUTFLOWS OF RESOURCES
Pension outflows
Other post employment benefits outflows

1,027,654
242,933

TOTAL DEFERRED OU'IFLOWS OF RESOIJRCES 1,2'70,587

LIABILITIES:
Current liabilities:
Accounts payable

Accrued interest
Accrued expenses

Unearned revenues

Compensated absences

Early retirement
Bonds payable

I s5,900

2,968
200, I 78
1 83,842

34,609
12,000

175,000

Total current liabilities 764,497

Noncurrent liabilities:
Compensated absences

Early retirement
Bonds payable

Net pension liability

6,774
r 2,00 r

l 85,000
4,173,006

Total noncurrent liabilities 4,376,'78t

TOTAL LIABILITIES 5,141,278

DEFERRED INFLOWS OF RESOURCES
Pension inflows
Other post employment benefits inflows

1,459,308

945,264

TOTAL DEFERRED INFLOWS OF RESOURCES 2,404,572

NET POSITION:
Net investment in capital assets

Restricted

Unrestricted

2,952,3s0
1,172,449

(3,798,57e)

TOTALNET POSITION 5 326,220

The accompanying notes to the financial statements are an integral part ofthis statement.

t5
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ONTON A(lt.}N ARF',A SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2025

Program Revenue

Net (Expense) Revenue

and Change in Net Position

Primary Government

FLINCTIONS/PROGRAMS
PRIMARY GOVERNMENT:

Governmental Activities:
Instruction
Support
School service
Depreciation
Debt interest, fees and expenses

Expenses

Fees, Fines and

Charges for
Services

Operating
Grants and

Contributions

Capital
Grants and

Contributions
Governmental

Activities

$ (1,686,678)
(1,293,832)

(282,477)
(226,519)

(26.310\

$ 23,645
36,774
19,941

$ 209,569

188,979

$ $ (1,453,464)
(1,257,058)

(73,ss7)
(226,s19)
(26.310\

o\
(3,036,908)TOTAL PRIMARY GOVERNMENT (3,s 15,816) 80,360 398,548

General revenues:

Property taxes

State revenue sharing
Unrestricted investment earnings

Other

$ 2,631,194
1,170,021

88,652

238.313

Total general revenues and transfers

Change in net position

Net position, beginning of year, restated *

Net position, end of year

* SeeNote 14

4.1 28.1 80

1,091 ,272

065"0s2\

$ 326,220

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



ONTONAGON AREA SCHOOL DISTRICT

BALANCE SHEET
GOVERI{MENTAL FUNDS

June 30, 2025

General
Debt

Service
ASSETS:

Cash and equivalents
lnvestments

Accounts receivable
Inventory
Due from other funds
Due from other governments

$ 338,376
1,194,990

12,428
17,009

$ 14,846

6

62,322
101,259

TOTAL ASSETS s 1,664,062 $ 77,174

LIABILITIES:
Accounts payable

Due to other funds
Accrued expenses

Salaries payable and related items
Unearned revenue

s 155,900

246,483
80,489

1 l 9,6g9

119,236

$

TOTAL LIABILITIES 781 797

FUND BALANCE AND
OTHER CREDITS:

Fund balances:

Restricted
Nonspendable

Unassigned

7'.7,174

11,009

865,256

TOTAL FUND BALANCE AND
OTHER CREDITS 882,265 77 ,114

TOTAL LIABILITIES, FTIND
BALANCE AND OTHER _s 1,664W_ _$ 77,174
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Capital
Projects Special Revenue Total

Governmental
Funds

Sinking
Fund

Food

Service

Student

Activities

$ 275,629

517,705

t2

g tt,872 $ 110,502 $ 7 51,225

|,"7 t2,695
12,446

20,519
246,483
101,259

1 13,151

3,s 10

71,010

J__906,4e1_ s 86,392 $ 110,502 $ 2,844,621

$ $ $ s 155,900

246,483
80,489

119,689

183,8424,606

4,606 186,403

906,497 78,276
3,5 10

110,s02 1,172,449

20,519
865,256

906,497 81 786 110,502 2,058,224

$ 906,491 $ 86,392 S 110,502 $ 2,844,621

The accompanying notes to the financial statements are an integral part of this statement.
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ONTONAGON AREA SCHOOL DISTRICT

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

For the Year Ended June 30, 2025

Total fund balances for governmental funds

Total net position reported for govemmental activities in the

statement of net position is different because:

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

funds. Those assets consist ofi

Total capital assets

Accumulated depreciation

Net capital assets

Deferred outflows of resources and deferred inflows of
resources related to pensions and OPEB are not financial
resources and therefore are not reported in the funds.

Those resources consist of:

Deferred outflows of pension and OPEB resources

Defened inflows of pension and OPEB resources

Net deferred pension and OPEB sources

Long-term liabilities applicable to the District's

governmental activities are not due and payable in the

current period and accordingly are not reported as fund

liabilities. Interest on long-term debt is not accrued in
governmental funds, but rather is recognized as an

expenditure when due. All liabilities, both current and long.

tem, are reported in the statement of net position.

Accrued interest on long-term debt

Bonds payable

Net pension liability
OPEB asset

Compensated absences and early retirement

Total net position of govemmental activities

18

$ 8,012,793
(4,100,443)

$ 1,270,597

(2,404,572)

$ (2,968)

(360,000)

(4,173,006)

690,999
(65,384)

s 2,058,224

3,312,350

(1,133,995)

(3.91 0,369)

$ 326,220



ONTONAGON AREA SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2025

REVENUES General

Debt
Service

Local sources

State sources

Federal sources

$ 2,445,81 5

1,123,112
209,569

$ 152,508

2,036

TOTAL REVENUES 3,778,496 154,544

EXPENDITURES:
Instruction:

Current
Supporting services:
Current
Capital outlay
Debt service

School service activities

1,952,634

1 ,57 4,155

192,687

TOTAL EXPENDITURES 3,526,789 192,687

EXCESS (DEFICIENCY)
OF REVENUES OVER EXPENDITURES 251 707 (3 8, I 43)

OTHER FINANCING
souRCES (USES):

Payments received from other
governmental units

Transfers in
Other sources

Other uses

Transfers out

28,109
6l,300

9,946
(2,873)

(61 ,300)

TOTAL OTHER FINANCING
souRCES (USES) (26, I I 8) 6l ,300

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER
EXPENDITURES AND OTHER
FINANCING USES 225,589

656,676

23,157

54,017f.UND tsALANCE, JULY I

FLTND BALANCE, JUNE 30 $ 882,265 $ 77,174
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Capital
Proiects Special Revenue Total

Governmental
Funds

Sinking
Fund

Food

Service

Student

Activities

$ 289,279 $ 20,126
46,909

188,979

$ 84,897 $ 2,992,62s
1,172,057

398,548

289,279 256,0r4 84,897 4,563,230

1,952,634

287,528
1,574,1ss

287,528
192,687

327,03924s,989 8l ,050

287,528 245,989 8l,050 4,334,043

I 751 10,02s 3,847 229,187

8,676

28,109
61,300
18,622
(2,873)

(61,300)

8,676 43,858

10,427

896,070

10,025 3,847

106,655

273,04s

71 761 I,785 ,179

$ 906,497 $ 8l,786 $ 110,502 $ 2,058,224

The accompanying notes to the financial statements are an integral part of this statement.
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ONTONAGON AREA SCHOOL DISTRICT

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

TO THE STATEMENT OF ACTIVITIES

Forthe Year Ended June30,2025

Net changes in fund balances - total govemmental funds

The change in net position reported for governmental activities in the statement

of activities is different because:

Covernmental funds report capital outlays as expenditures. However, in the

statement of activities the cost of those assets is capitalized and the cost of

those assets is allocated over their estimated useful lives and reporled as

depreciation expense. This is the amount by which capitaloutlay $335,166

net of deletions exceeded depreciation expense 5(226,5 1 9).

The change in net pension and OPEB deferred inflows and outflows and net

pension and OPEB liability is not recorded in the governmental funds.

However, in the statement of activities this change is recognized as an

adjustment to instruction, support and school service expenses as it relates to

these categories.

Bond and loan proceeds are reported as financing sources in governmental

funds and thus contribute to the change in fund balance. In the statement of
net position, however, issuing debt increases long-term liabilities and does not

affect the statement of activities. Similarly, repayment of principal is an

expenditure in the governmental funds but reduces the liability in the

statement of net position.

Principal repayments

Bond principal

Under the modified accrual basis of accounting used in governmental funds,

expenditures are not recognized for transactions that are not normally paid

with expendable available financial resources. [n the statement of activities,

however, which is presented on the accrual basis, expenses and liabilities are

reported regardless of when financial resources are available. In addition,

interest on long-term debt is not recognized under the modified accruai basis

of accounting until due, rather than as it accrues. This adjustment combines

the following net changes:

Compensated absences and early retirement
Accrued interest

Change in net position of governmental activities

20

s 273,045

87,781

547,124

165,000

16,939

7,377

s 1,091,272
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ONTONAGON AREA SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS

June 30, 2025

Expendable

Trust
Fund

Non-Expendable
Trust
Fund

Scholarships Scholarships

ASSETS:

Cash & Investments $ 1,666 $ 4,415

TOTAL ASSETS $ 1,666 $ 4,415

NET POSITION
Reserved _$___JJgg* a__1,415_

The accompanying notes to the financial statements are an integral part of this statement
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ONTONAGON AREA SCHOOL DISTRICT

CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS

For the Year Ended lune 30,2025

Expendable

Trust
Fund

Non -Expendable

Trust
Fund

Scholarships Scholarships

ADDITIONS:
Interest and contributions $ 16$

TOTAL ADDITIONS l6

DEDUCTIONS:
Scholarships / Charges 2,838 325

TOTAL DEDUCTIONS 2,83 8 325

Change in net position (2,822) (32s)

NET POSITION:
BEGINNING OF YEAR 4,488 4 740

NET POSITION:
END OF YEAR $ 1,666 $ 4,415

The accompanying notes to the financial statements are an integral part of this statement.
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ONTONAGON AREA SCHOOI, DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements of the Ontonagon Area School District ("District") have

been prepared in conformity with accounting principles generally accepted in the United States of
America (GAAP) as applied to government units, as prescribed by the Governmental Accounting
Standards Board (GASB). GASB is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The significant accounting principles and policies
utilized by the District are described below:

ln June 1999,the GASB issued StatementNo.34, Basic Financial Statements and Management's
Discussion and Analysis for State and Local Governments. Certain of the significant changes in the

statement include the following:

An Administration's Discussion and Analysis section providing an analysis ofthe District's overall
financial position and results of operations.

Financial statements prepared using full accrual accounting for all the District's activities.

A change in the fund financial statements to focus on the major funds.

Effective for periods beginning after December 15,2011, GASB StatementNo. 63, effective for
periods after December 15,2012, GASB 65 amends StatementNo.34, and effective for periods
beginning after June 15,2015, GASB Statement No. 68 an amendment of GASB Statement No. 27,
and GASB Statement No. 71 an amendment of GASB Statement No. 68. Statement No. 63 and No.
65 establish standards for reporting deferred outflows of resources, deferred inflows ofresources, and
net position in a statement of financial position and related disclosures. Statements No. 68, 7 | and,7 5

establish standards for measuring and recognizing liabilities, deferred outflows and inflows of
resources, and expense/expenditures for defined benefit pension plans and Other Post-Employment
Benefits. Effective for periods beginning after December 15,2017, GASB Statement No. 84

establishes standards for reporting fiduciary activities. GASB Statement No. 87, effective for periods
beginning after June 15,2021, establishes lease reporting standards. GASB Statement No. 96,

effective for periods beginning after June 15,2022, establishes subscription-based information
technology arrangements. GASB Statement No. 101 , effective for periods beginning after December
15,2023, establishes recognition and measurement guidance for compensated absences.

These and other changes are reflected in the accompanying financial statements (including notes to
financial statements). The District has elected to implement the provisions of the Statements.

A. Reporting Enti8

In evaluating how to define the District, for financial reporting purposes, management has

considered all potential component units. The decision to include a potential component unit in the

reporting entity was made by applying the criteria set forth in GAAP, currently GASB Statement

No. 14, The Financial Reporting Entity and as amended by GASB StatementNo. 61.

The criteria established by the Governmental Accounting Standards Board for determining the

various governmental organizations to be included in the reporting entity's financial statements

include budget adoption, taxing authority, funding, appointment of the respective goveming board,

and scope of public service.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Based on the foregoing criteria, it has been determined thatthere are no component units of the
Ontonagon Area School District.

B. Basic Financial Statements - GovernmentWide Statements

The District's basic financial statements include both government-wide (reporting the District as a

whole) and fund financial statements (reporling the District's major funds). The government-wide
financial statements categorize primary activities as either governmentalor business type. Allof
the District's activities are classified as governmental activities except for fiduciary activities.

In the government-wide Statement ofNet Position, both the govemmental activities column (a) is
presented on a consolidated basis, (b) 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 position is reported in three parts - net investment in capital assets; restricted;
and unrestricted.

The District first utilizes restricted resources to finance qualifuing activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the
District's functions. The functions are also supported by general government revenues (property
taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The Statement of
Activities reduces gross expenses (including depreciation) by related program revenues, operating
and capital grants. Program revenlles 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
and federal sources, interest income, etc.).

The District does not allocate indirect costs. In creating the government-wide financial statements
the District has eliminated interfund transactions.

The government-wide focus is on the sustainability of the District as an entity and the change in the
District's net position resulting from the current year's activities.

C. Basic Financial Statements - Fund Financial Statements

The accounts of the District are organized on the basis of funds and account groups, each of which
is considered a separate accounting entity. The operations of each fund are accounted for with a

separate set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenue
and expenditures. Government resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which spending activities
are controlled. The various funds are grouped into generic fund types in two broad fund categories
as follows:
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basic Financial Statements - Fund Financial Statements (Continued)

Governmental Funds - Governmental funds are used to account for the acquisition, use and
balances of expendable financial resources and the related cunent liabilities, except for those
accounted for in fiduciary funds. Governmental fund types use the flow of current financial
resources measurement focus and the modified accrual basis of accounting.

General Fund - The General Fund is the primary operating fund of the District. It is used to
account for all financial transactions of the District, except those required to be accounted for
in other funds.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specific revenue sources (other than expendable trusts or capital projects) that are legally
restricted to expenditures for specified purposes. The District uses the Special Revenue Fund
to account for the Ontonagon Area School District's food service activity and student
activities.

Capital Project Funds - Capital project funds are used to account for the acquisition or
construction of major capital facilities (other than those financed by proprietary funds).

Debt Service Funds - Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and related costs.

Fiduciary Funds - Fiduciary funds account for assets held by the government in a trustee capacity
or as an agent on behalfofothers. Trust funds account for assets held by the government under the
terms of a formal trust agreement.

Expendable Trust Fund - The expendable trust fund is accounted for in essentially the same
manner as the governmental fund types, using the same measurement focus and basis of
accounting. Expendable trust funds account for assets where both the principal and interest
may be spent.

Non-Expendable Trust Fund - The non-expendable trust fund is accounted for utilizing the
accrual method of accounting. Non-expendable trust funds account for assets of which the
principal may not be spent.

Account Groups - Account groups are used to establish accounting control and accountability for
the District's general fixed assets and long-term obligations. The following are the District's
account groups:

General Fixed Assets - This group of accounts was established to account for all general fixed
assets of the District.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basic Financial Statements - Fund Financial Statements (Continued)

General Long-Term Obligations - This group of accounts has been established to account for
unmatured general long-term obligations and certain other liabilities of the District not
expected to be liquidated through the use ofavailable expendable financial resources.

D. Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made regardless of the measurement focus. The government-wide statement uses
the economic resources measurement focus.

Accrual

Governmental activity in the government-wide financial statements are presented on the
accrual basis of accounting. Revenues are recognized when earned and expenses are
recognized when incurred.

Modified Accrual

The govemmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recognized when
they become both measurable and available (susceptible to accrual). "Measurable" means the
amount of thetransaction can be determined and "available" means collectible within the
current period or soon enough thereafter to pay liabilities of the current period. The District
considers properfy taxes as available if they are collected within 60 days after the year end. A
one-year period is used for revenue recognition for all other governmental fund revenues.
Those revenues prone to accrual are property taxes, federal aid, interest-revenue, and charges
for services.

The District reports deferred revenue on its governmental fund balance sheet. Deferred
revenues arise when a potential revenue does not meet both the "measurable" and o'available"

criteria for recognition by the District before it has a legal claim to them, as when grant
monies are received prior to the incurrence of qualifying expenditures. In subsequent periods,
when both revenue recognition criteria are met, or when the government has a legal claim to
the resources, the liability for deferred revenue is removed from the combined balance sheet
and revenue is recognized.

State Foundation Revenue - Forthe fiscalyear ended June 30, 2025,the State 6f Michigan adopted
a foundation grant approach which provides for a specific annual amount of revenue per student
based on a state-wide formula. In previous years, the state utilized a district power equalizing
approach. The Foundation is funded from state and local sources.

26



z,
Sq:
Ed5
FrH
^1 c:

=f;aEE;
III ()E
9.uF

t!l

ONTONAGON AREA SCHOOL DISTRIET

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Measurement Focus and Basis of Accounting (Continued)

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 30,2025,

the foundation allowance was based on 10% of the pupil membership count taken in February of
2024 and90%otaken in October of 2024.

Expenditures and related liabilities are recognized when obligations are incurred as a result of the

receipt of goods and services. Modifications include:

Principal and interest on general long-term debt are recorded as fund liabilities when due, or

when amounts have been accumulated in the debt service fund for payments of principal and

interest to be made early in the following year.

E. Cash and Equivalents

The District's cash and cash equivalents are considered to be cash on hand, demand deposits and

short-term investments with original maturities of three months or less from date of acquisition.

Cash and equivalent balances for individual funds are pooled unless maintained in segregated

accounts.

F. Interfund and Transfers

The current portion of lending/borrowing arrangements between funds are identified as "due

to/from other funds'1. The non-current portion of outstanding balances between funds are reported

as "advances to/from other funds". Advances between funds are offset by a fund balance reserve

account to indicate that they are not available for appropriation and are not expendable available

financial resources.

Transfers represent a flow of assets without equivalent flows of assets in retum or a requirement for

repayment.

G. Inventories Prenaid ltems

Inventories are valued at the lower of cost (first-in, first-out) or net realizable value. Inventories in

the Food Service Fund consisting of expendable supplies held for consumption, are recorded as

expenditures when consumed rather than when purchased. Inventories for commodities are

recorded as revenue when utilized. Certain payments to vendors reflect costs applicable to future

accounting periods and are recorded as prepaid items.

H. Capital Assets

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.
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GON SCHOOL DISTRI

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Capital Assets (Continued)

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 asset 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:

Buildings and additions
Buses and other vehicles
Furniture and other equipment

20-50 years

5-10 years

5-20 years

The District has adopted a capitalization policy of $2,000.

I. Long-Term Debt

Long-term debt and other long-term obligations are reported as liabilities in the proprietary fund
statements and the government-wide statements (either governmental activities or business-type
activities, as applicable). Bond premiums, discounts and 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 premiums and discounts. Issuance costs are reported as deferred charges.

In the governmental fund financial statements, bond premiums, discounts and issuance costs are
recognized during the current period. The face amount of debt issued, and any premiums received
are repofted as other financing sources while discounts are reported as other financing uses.
Issuance costs are reported as debt service expenditures.

J. Compensated Absences

Amounts representing accumulated vacation and personal leave expected to be liquidated with
expendable, available financial resources are reported as an expenditure and a fund liability of the
government fund that will pay it.

K. Property f'axes

Property taxes levied by the District are collected by various municipalities and periodically
remitted to the District. The taxes are levied as of December 1 and are due,upon receipt of the
billing by the taxpayer and become a lien on the first day ofthe levy year. The actual due dates are
February 14, after which time the bills become delinquent and penalties and interest may be
assessed by the collecting entity. School District property tax revenues are recognized as revenue
when levied to the extent they result in current receivables (collected within sixty days after year
end). Amounts received subsequent to August 3l are recognized as revenue when collected.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. Properly Taxes (Continued)

The District, along with certain other govemmental units, is permitted by the Constitution of the
State of Michigan of 1963 to levy combined taxes up to $50 per $ 1 ,000 of assessed valuation for
general govemmental services other than the payment of Debt Service Fund expenses if approved
by a majority of the electors. The District must include certain tax levies of other governmental
units located within the District, primarily the county, when determining the maximum millage of
$50 per $1,000 of assessed valuation. For the year ended June 30, 2025,the District levied the
following amounts per $i,000 of assessed valuation:

Fund Mills
General Fund - Non-Homestead
Debt Retirement
Sinking Fund

18.0
0.70

1.2853

L. Unemployment Insurance

The District reimburses the Unemployment Insurance Agency (UIA) for the actual amount of
unemployment benefits disbursed by the UIA on behalf of the District. Billings received for
amounts paid by the UIA through June 30 are accrued.

M. Fund Balance

The restricted fund balances for governmental funds represent the amount that has been legally
identified for specific purposes. Nonspendable fund balance represents the amount that cannot be
spent because they are either not spendable in form or are legally or contractually required to be
maintained intact. The unassigned fund balances for governmental funds represent the amount
available for budgeting future operations.

N. Budgets

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 and special
revenue funds. All annual appropriations lapse at fiscal year end. The District follows these
procedures in establishing the budgetary date reflected in the financial statements:

The Superintendent submits to the School Board a proposed operating budget for the
fiscal year commencing on July I . The operating budget includes proposed expenditures
and the means of financing them. The level of control for the budget is at the functional
level as set forth in the combined statement of revenues, expenditures and changes in
fund balances - budget and actual - all governmental fund types.

2. Public hearings are conducted to obtain taxpayer comments.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

N. Budgets (Continued)

3. Prior to July I , the budget is legally adopted by School Board resolution pursuant to the
Uniform Budgeting and Accounting Act (P.A. 621 of 1978). The Act requires that the
budget be amended prior to the end of the fiscal year when necessary to adjust
appropriations if it appears that revenues and other financing sources will 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, or in excess
of the amount appropriated. Any material expenditures in violation of the budgeting act
are disclosed in the footnotes.

4. The Superintendent is authorized to transfer budgeted amounts between major
expenditure functions within any fund; however, these transfers and any revisions that
alter the total expenditures of any fund must be approved by the School Board.

5. Formal budgetary integration is employed as a management control device during the
year for the general fund.

6. The budget, as presented, has been amended. Supplemental appropriations were made
during the year with the last one approved prior to June 3Oth.

The budget for the year ended June 30, 2025 was adopted on June 17,2024 and formally amended
on June 23,2025.

A comparison of actual results of operations to the budgeted amounts (at the level of control
adopted by the Board of Education) for the General Fund is presented as Required Supplemental
Information.

O. Pension:

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pension, and pension expense, information about fiduciary net
position of the Michigan Public School Employees Retirement Systems (MPSERS) and additions
to/deductions from MPSERS fiduciary net position have been determined on the same basis as they
are reported to MPSERS. For this purpose, benefit payments (including refunds or employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

P. Other Post-Employment Benefits:

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net
position of the Michigan Public School Employees Retirement Systems (MPSERS) and additions
to/deductions from MPSERS fiduciary net position have been determined on the same basis as they
are reported to MPSERS. For this purpose, benefit payments (including refunds or employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

NOTE 2 - CASH AND INVESTMENTS

Deposits

The District's cash and equivalents, as reported in the Statement of Net Position, consisted of the
following:

Petty cash

Checking accounts
Savings/money market accounts

$ 750
47 5,684
274.791

TOTAL $t5tzi
Deposit Risk

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the District's
deposits may not be returned. State law does not require, and the District does not have a policy for,
deposit custodial credit risk. As of June 30,2025,the District held cash and equivalents in the amount
of $855,595, of which $641,869 was insured through the FDIC and the remaining $213,726 was
uninsured and uncollateralized.

Investments

The District's investments, as reported in the Statement of Net Position, consisted of the following

Michigan Liquid Asset Fund (MILAF) $ 1J12595

Michigan statues authorize the District to invest in bonds, other direct obligations and repurchase
agreements of the United States, certificates of deposits, savings accounts, deposit accounts or receipts
of a bank which is a member of the FDIC, commercial paper rated at the time of purchase within the
two highest classifications established by not less than two standard rating services and matures within
270 days ofdate ofpurchase, bankers' acceptances ofUnited States banks, obligations ofthe State of
Michigan and its political subdivisions, external investment pools, and certain mutual funds.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 2 - CASH AND INVESTMENTS (Continued)

Custodial Credit Risk. Custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. As of June 30,2025,the District's investments were not
exposed to credit risk due to them being fully invested in governmental securities.

Investments are recorded atfair market value, which is based on quoted market prices

Interest Rale Risk. Interest rate risk is the risk that changes in interest rates will adversely affect the
fair value of the District's investments. The District's investment policy does not have specific limits
in excess of state law on investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates. The District's investments are with the Michigan Liquid
Asset Fund (MILAF) which consists of different funds including mutual funds with a high degree of
liquidity. The District's investments are not subject to interest rate risk.

NOTE 3 - INTERFUND BALANCES AND TRANSFERS

Interfund receivables and payables for the year ended June 30, 2025 are as follows

Capital Projects
Food Service
Debt service

Fund

Interfund
Receivable

$ 113,151
71 ,010
62"322

Transfers
In

$ 6,1-300

32

General fund

Fund

General fund

Interfund
Payable

$ 246.483

$ 246483

Transfers

OUI

$ 6l-300

F Fund

Total $ Z46lt83 Total

Interfund transfers for the year ended June 30, 2025 are as follows:

Debt service
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 4. CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2025 follows:

Balance

Iuly 1,2024 Additions Deletions

Balance

June 30,2025
Assets not subject to depreciation

Land
Construction in progress

Assets subject to depreciation
Land improvernents
Buitding
Equiprnent
Vehicles

$ 7,000

8,1 00

568,634

6,13s,433
703,962

685,722

$

83,1 1 5

1 8,1 35

233,916

(2s7,s40)
(21,770)

(151,914)

568,634

5,961,008

700,327

767,724

Amounts

Due Within
One Year

$ $ 7,000

8,1 00

TOTALS 8,108,85 1 $ 335,166 J (4:J224)

_q_1_1_0,361_

8,012,793

Accumulated Depreciation (4,884,288) $ (226,5t9) (4,700,443)

Net Capital Assets s 3,224,563 $ 3,3 12,350

DepreciationfortheyearendedJune30,2025,amountedto$226,519. TheDistrictdeterminedthatit
was impractical to allocate depreciation to various governmental activities as the assets serve multiple
functions.

NOTE 5 - LONG-TERM OBLIGATIONS

During the year ended June 30,2025,the following changes occurred in long-term obligations:

General obligalion bonds

Early retirement incentives

Compensated absences *

Net pension liability
Net OPEB liability

TOTALS

Balance

July 1,2024 Additions Repayments

$ ( l65,000)
(2s,333)

(t,752,564)
(586,03 5)

Balance

June 30, 2025

$ 525,000 $

49,334

32,990

5,925,570

( 104,954)

$ 17s,000

12,000

34,6098,393

$ 360,000

24,001

41,393

4,r73,006
(690,989)

* See Note 14 for prior period adjustment

$ 6,427,940 $ 8,393 S(2,528,932) $ 3,907,401 $ 221,609

JJ
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 6 - BONDS AND NOTES PAYABLE

Long-term obligations at June 30,2022 is comprised of the following amounts

1. 2010 Building and Site Bonds due in annualinstallments of $45,000 to $50,000
through May 1 , 2027 with interest from 1 . 1 % to 6.7 5Vo. $ 100,000

2. 2023 Bus Bond due in annualinstallments of $100,000 to $135,000 through May 1,

2027 with an interest of 4.310%. 260,000

3. Compensatedabsences. 41 ,3 83

4. Early retirement incentive 24,001

5. Net OPEB liability (690,989)

6. Net pension liability 4.173.006

TOTAL LONG-TERM OBLIGATIONS $ 3,907,401

The annual requirements to amortize long-term obligations outstanding as of June 30,2025 are as
follows:

Year Ended

June 30

Bond Issues

t**,P'", 
"***

E,arly Retirement

& Compensated
Absences

Net Pension &
OPEB Liability Total

2026
2027
2028
2029
2030

2031-2035

$ 175,000 s
185,000

17,906 $

9,169
46,609 $

12,001
$ 239,51s

206,170

6,774 6,774
3,482,0173 17

rorALS q__gqlgq $__lp7 $ 65,384 $ 3,482,017 $_]p3!fl9

Interest expense for the year ended June 30, 2025 was $26,788.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTET-FUNDBALANCES

Portions of fund balances are restricted, nonspendable, or assigned and not available for general
purposes other than fund usage as follows.

General - Nonspendable inventory

Debt Service - Restricted for debt service

Sinking Fund - Restricted for capital projects

Food Service - Restricted for food service
Nonspendable inventory

Student Activities * Restricted for student activities

$1rJ09

$71-lla

$996A9f

$rc.u6
$3J_lO

$u!J02

NOTE 8 - SINKING FUND COMPLIANCE

The Capital Projects Fund includes activities funded with sinking fund tax dollars issued after May 1,

1994. Forthiscapitalproject,theDistricthascompliedwiththeapplicableprovisionsofgl35laofthe
Revised School Code.

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN

Plan Description

The Michigan Public School Employees' Retirernent System (System or MPSERS) is a cost-sharing,
rnultiple employer, state-wide, defined benefit public ernployee retirement plan governed by the State
of M ichigan (State) originally created Luider PLrblic Act 136 of 1945, recodified and currently operating
under the provisions of Public Act 300 ol 1980, as amended. Section 25 of tliis act establishes the
board's aLrthority to promulgate or amend the provisions of the Systern. The board consists of twelve
t.ttetnbers - eleven appointed by the Governor and the State Superintendent of Instruction, who serves as

art ex-o fficio rnernber.

The System's petrsion plan was established by the State to provide retirement. survivor and disability
benefits to public schoolemployees. In addition, the System's health plan provides allretirees with the
option of receiving health, prescription drug, dental and vision coverage under the Michigan Public
School Employees' Retirement Act ( 1980 PA 300 as amended).

The System is adrninistered by the Office of Retirement Services (ORS) within the Michigan
Department of Technology, Management & Budget. The Department Director appoints the Office
Director, with whorn tlte general oversight of the System resides. The State "freasurer serves as the
investment officer and custodian for the System.

The System's financial statements are available at www.michigan.gov/orsschools.
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ONTONAGON AR SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Benefits Provided

Benefit provisions of the defined benefit pension plan are established by State statute, which may be

amended. Public Act 300 of 1980, as amended, establislies eligibility and benefit provisions forthe
defined benefit (DB) pension plan. Depending on the plan option selected, member retirement benefits
for are determined by finat average compensation, years of selvice, and a pension factor ranging fronr
1.25 percent to 1.50 percent. DB members are eligible to receive a monthly benefit when they meet
cefiain age and service requirements. The System also provides disability and survivor benefits to DB
plan members.

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

Contributions

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

Employer coutributions to the Systern are determined on an actuarial basis Lrsing the entry age normal
actuarial cost method. Under this method, the actuarial present value of the projected benefits of each
individual inclLrded in the actuarial valLration is allocated on a level basis over the service of the
irrdividLral between entry age arrd assumed exit age. The porlion of this cost allocated to the current
valuation year is called the normalcost. Tlie remainder is called the actuarialaccrued liability. Normal
cost is funded on a cLrrrent basis. The r.rnfunded (overfunded) actuarial accrued liability as of the
Septernber 30,2023 valuation will be amortized over a 1 5-year period beginning October 1,2023 and
ending September 30, 2038.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

The schedule below sumrnarizes pension contribr-rtion rates in effect for fiscal year ended Septernber
30,2024.

Basic 0.a - 4.0% 23.03%

Member Iuvestment Plan 3.0 - 1.0% 23.03%

Pension Plus 3.0,6.4% t9.noh

Pension PIus 2 6.2% 20.t0%

Defined Contribution 0.0% 13.90%

Required contributions to the pension plan from the District were $712.634 for the year ended
September 30.2024.

Pension Liatrilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30"2025, the District reporled a liability of $4.173,006 for its proportionate share of the
MPSERS rret pension liability. The net pension liability was measured as of September 30,2024, and
the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation rolled forward frorn Septernber 2023. The Distlict's proportion of the net pension liability
rvas determined by dividing each employer's statutorily required pension contributious to the system
during the measurement period by the percent of pension contribr"rtions required frorn all applicable
employers during the measurenent period. At September 30, 2024, the District's proportion was
0.0001 704519 percent, wliich was a decrease of 0.0000 1262lB percent from its proportion measured as

of September 30,2023.

Pettsion Contribution Rirtcs

Benelit Structure lVlember Enrplor cr
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended lune 30,2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

For the year ended June 30, 2025,the District recognized pension expense of $352.246. At JLrne 30,
2025 . the District reported deferred outflows of resources and deferred inflows of resources re lated to
pensions from the following sources:

Differences between actual and expected
experience

$i 13,217 $45,340

Changes of Assumptions 43 5,06 1 305"7 49

Net difference between projected and actual
earnings on pension plan investments

796,386

Changes in proportion and differences
between Employer contributions and
proporlionate slrare of contributions

234,827 3 r 1,833

E,rnployer contributions subsequent to the
lneasurement date

244,s49

Total $.L02,614 $1,459"1!8

Delt'rre rl
Outflon s

of
Rcsourccs

Del'e rrctl
I nflon s ol'
Rcsourccs
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Pension Liatrilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions (Continued)

Contributions subsequent to the measLlremerrt date reported as deferred outflows of resources related to
pensions resulting from employer contribr:tions subsequent to the measurement date will be recognized
as a reduction of the net pension liability in the year ended June 30, 2025. Other anlounts as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as reported in the table as follows:

2025 sl37.822

s26,126

$(348,727)

$(246,875)

2026

2021

2028

Actuarial Assumptions

Plojections of benefits for financialreporting plu'poses are based on the substantive plan (the plan as

understood by the eurployer and plan members) and include the types of benef rts provided at the time
of each valuatiorr and the historicalpattern of shaling of benefit costs between the employer and plan
mernbers to that point. The actuarial methods and assumptions used inclLrde techniques that are

designed to reduce the eflects of short-tenn volatility in actuarialaccrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

Dei'errcrl (lnflou) antl Dcferred Outllou of Resources
bl Year (T'o llc lLccognizetl in Futurc Pcnsion

lir;lcnscs)

i\mountYcar Enrling
Septenrbcr 30
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Actuarial Assumptions (Continued)

Additional information as of the latest actuarial valLration follows:

Summary of Actuarial Assumptions

Valuatiou Date: September 30,2023

ActuarialCost Method: Entry Age, Normal

Wage Inflation Rate: 2.15Yo

Investment Rate of Return:

- MIP and Basic Plans 6.00% net of investmerrt expenses

- Pension Plus Plan: 6.00% rret of investrnent expenses

- Pension PlLrs 2 Plan: 6.00% net of investment expenses

Projected Salary Irrcreases: 2'7 5-11 '55y0' i'cluding wage inflatio' at
2.1504

Cost-of-Living Pension 30% AnnLralNon-Compounded for MIP
Adjustments: Members

Morlality: Retirees PubT-2O10 Male and Female Retiree Mortality Tables
scaled by 116% for males and ll6Yo for females and
adjLrsted for mortality improvements using projection
scale MP-2021 from 2010.

Active Members PubT-2010 Male and Female Ernployee Mortality Tables
scaled 100% and adjLrsted for rnorlality improvements
usirrg projection scale MP-2021 froni 2010.

Notes

As,stutrption change,s as a result of an experience shtdyJbr the period 2017 throttgh 2022
hate been adopted by the Systemfor ttse in the annuctl pension valutttions beginning with
the September 30, 2023 valuation, The total pension liability as of September 30. 2024, is

based on the results o/'an actttarial valttation date of Septentber 30, 2023, and rolled
fonuard using generally accepted actuarial procedures. including the experience strdy.

Recognition periodfor liabilities is the average of the expected remaining service lives of
all entployees in years: 4.4612 for non-tmiversity employers

Recognition periodfbr assets in years is 5.0000

Full actttctrial assuntptions are available in the 2024 IzIPSERS Comprehensive Anrutal
F i nan c i a I Rep or t (wwtv. m i c hi gan. gov /m p s er s - c afr) .

a

a

a
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June30,2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Long-Terrn Bxpected Return on Plan Assets

The long-term expected rate of return on pension plan investments was determined using a bLrilding-
block rnethod in which best-estirnate ranges of expected future real rates of return (expected returns, uet
of pension plan investtnent expense and inflation) are developed for each major asset class. These
raltges are combined to prodr.rce the long-terrn expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of arithmetic real rates of retum for each major asset class inclLrded in the pension plan's
target asset allocation as of September 30, 2024, are summarized in the following table:

Domestic Equity Pools

0% Alternative Investment Pools

lnternational EqLrity

Fixed Incoure Pools

25.0% s.3%

r6.0 9.0

1s.0 6.5

13.0 2.2

Real Estate and Infrastructllre Pools r0.0 7.t

AbsolLrte Return Pools

Real Return / Opportunistic Pools

Sliort'[erm Investment Pools

TOTAL

9.0 5.2

10.0 6.9

2.0 1.4

100.0%

*Long term rate o/'rehrn c{oes not inclucle 2.3oh inflcttion

Rate of Return

Forthe fiscalyear ended September 30,2024, the annual money-weighted rate of return on pension
plan investment, net of pension plan investment expense, was 15.47%. The money-weighted rate of
return expresses investrnent performance, net of investment expense, adjusted for tlie changing amounts
actually invested.

Long Tcrrn
I-r llcctccl

llcal llate ol'
Itctu rn +'Asset Class

Targct
Allocrtion
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTBM - DEFINED BENEFIT PLAN (Continued)

Discount Rate

A discount rate of 6.00% was used to rneasure the total pension liability (6.00% forthe Pension Plus
plan, 6.00% for Pension Plus 2 plan provided through rron-universify employers only). This discount
rate was based on the long term expected rate of return on pension plan investments of 6.00% (6.00%
forthe Pension Plus plan. 6.00% forthe Pension Plus 2 plan). The projectiorr of cash flows used to
determine this discoLrrrt rate assirrned that plan membel contributions will be made at the current
contribution rate and that employer contributions will be made at rates equa[ to the difference betweerr
actuarially determined contribution rates and the mernber rate. Based on these assumptions, the pension
plarr's fiduciary net position was projected to be available to make all projected future benefit payments
of current plan members. Therefore, the long-tenn expected rate of return on pensiou plan investments
was applied to all periods of projected berrefit payments to determine the total pension liability.

Sensitivity of the District's proportionate share of the net pension liability to changes in the
discount rate

The following presents the District's proportionate share ofthe net pensiou liability calculated using the
discount rate of,6.00% (6.00% for the Pension PlLrs plan, 6.00% fol the Pension Plus 2 plan), as well as

what the District's proportionate share of the net pension liability would be if it were calculated usirrg a
discoLrnt rate that is 1 percentage poiut lower or 1 percentage higher:

s6,1n,672 $4, r 73,006 $2,ss3.698

Michigan Public School Employees' Retirement System (MPSERS) Fiduciary Net Position

Detailed inflormation about the pension plau's fidLrciary rret position is available in the separately
issued MPSERS CAFR; available on the ORS website at www.michigan.gov/orsschools.

42

Clur"rerrt Single
Discount R:rtc
Assumption

6.ItV'

I tZ, I ncrensc
7.011,

l'Zr Decrease
5.ll"l,



=6

=.j=Ed3
FxH
^7u

=ffaEE;
u.t (J tr

9.uE

tl

ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFTTS OTHER THAN PENSIONS (OPEB)

Plan Description

The Michigan Public School Employees' Retirement Systern (System or MPSERS) is a cost-sharing,
multiple ernployer, state-wide. defined benefit public ernployee retirement plan governed by the State
of Michigan (State) originally created Lrnder Public Act 136 ol1945, recodified and currently operating
under the provisiotrs of Public Act 300 of 1980, as amended. Section 25 of this act establishes tlre
board's authorify to promulgate or amend the provisions of the Systern. Tlre board consists of twelve
ms11$s1s- eleven appointed by the Govemor and the State Superintendent of Instrr,rction, who serves
as an ex-officio member.

The Systern's health plan provides all eligible retirees with the option of receiving health, prescription
drLrg, dental arrd vision coverage under the Michigan Public School Employees' Retirement Act ( 1980
PA 300 as arnended).

The Systern is administered by the Office of Retirement Seryices (ORS) r,vithin the Michigarr
Department of Technology, Management & Budget. The Department Director appoints the Office
Director, with whom the general oversight of tlre System resides. The State Treasurer serves as the
investment olficel and custodian for the System.

The System's financial statements are available orr the ORS website at www.michigan.gov/orsschools.

Benefits Provided

Benefit provisions of the postemployment healthcare plan are established by State statute, r,vhich may
be amended. Public Act 300 of 1980. as amended, establishes eligibility and benefit provisions.
Retirees have the option of health coverage, which, throLrgh 2012. was f,unded on a cash disbursernent
basis. Beginning fiscal year 2013, it is funded on a prefunded basis. The System has contracted to
provide tlte comprehensive group medical, prescription drug, dental and visiorr coverage for retirees
and beneficiaries. A subsidized portion ofthe prernium is paid by the System with the balance dedLrcted
frorn the monthly pension of each retiree healthcare recipieut. For members who fir'st worked before
July 1, 2008, (Basic, MIP-Fixed, attd MIP Graded plan members) the subsidy is the maximum allowed
by statr-rte. To Iirnit future liabilities of Other Posternployment Benefits, members who first worked on
or after JLrly l, 2008 (MIP-Plus plan members) have a graded premium subsidy based on career length
where they accrue credit towards their insurance premiums in retirement, not to exceed the maximum
allowable by statute. Public Act 300 of 2012 sets the rnaxirnum sr"rbsidy at80o/o beginning Janr:ary l.
2013l.90% for those Medicare eligible and enrolled in the insurances as of that date. Dependents are
eligible for healthcare coverage if they meet the dependency requirements set forth in Public Act 300 of
I 980, as amended.

Public Act 300 of 2012 granted all active members of the Michigan Public School Ernployees
Retirement System, who earned service credit in the l2 months ending September 3"2012 or were on
an approved professional services ol military leave of absence on September 3.,20 12, a voluntary
election regarding their retiremerrt healthcare. Any changes to a member's healthcare benefit are
effective as of the member's transition date, which is defined as the first day of the pay period that
begins on or after February 1,2013.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Benefits Provided (Continued)

Under Public Act 300 of 2012, tnembers were given the choice between continuing tl"rc3o/o contribution
to retiree healthcare and keeping the premium subsidy benefit described above, or choosing not to pay
tlte3o/o contribution and instead opting or"rt of the sLrbsidy benefit and becoming a participant in the
Personal Healthcare Fund (PHF). a portable, tax-deferred fund that can be used to pay healthcare
expenses in retirement. Participants in the PHF are automatically enrolled in a 2oh employee
contribution into their 457 account as of their transition date, earning them a 2o/o employer match into a
401(k) accoLlnt. Members who selected this option stop paying the3Yo contriblrtion to retiree healthcare
as of the day before their transitiotr date, and their prior contributions were deposited into their 401(k)
account.

Contributions

Employers are required by Public Act 300 of 1980, as amended, to contribute amounts lrecessary to
finance the coverage of active aud retired rnembers. Contribution provisiorrs are specified by State
statute and may be amended only by action of the State LegislatLrre.

Ernployer OPEB contributions to the Systern are detelmined on an actuarial basis usiug the entry age
normal actuarial cost method. Under this method, the actuarial present value ofthe projected benefits of
each individLral included in the actuarialvaluation is allocated on a level basis over the service of the
individual between entry age and assumed exit age. The porliorr of this cost allocated to the current
valuation year is called the normal cost. The remainder is called the actuarial accrued liability. Normal
cost is fr"rnded on a cllrrent basis. The unftrrrded (overfunded) actLrarial accrued liability as of the
September 30,2023 valuation will be amortized over a 15-year period beginning October |,2A23 and
endirrg September 20, 2038.

The schedule below sumurarizes OPEB contribution rates in effect for fiscal year ended September'30,
2024.

Universities Non-Universities

Premium Subsidy 3.00% 1.53% 8.31%

0.00% 0.00% 1.06%

Required corrtribr"rtiot-ts to the OPEB plan from the District were $ 133,434 for the year ended Septernber
30,2024.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

OPEB Liabilities, OPEB Bxpense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30,2025, the District reported a liability of $(690,989) for its proportionate share of the
MPSERS net OPEB liability. The net OPEB liability was measured as of September 30, 2024,andthe
total OPEB liabiliry used to calculate the net OPEB liability was deterrnirred by an actuarial valuation
rolled forward from Septernber 2023" The District's proportion of the net OPEB liability was
determined by dividing each employer's statutorily required OPEB contributions to the system during
the measurement period by the percent of OPEB contributions required from all applicable employers
during the measurement period. At Septernber 30,2024, the District's proportion was 0.0001605309
percent, which was a decrease of 0,0000249991 percent from its proporlion measured as of October I .
2023.

For tlre year ending June 30, 2025,lhe District recognized OPEB eKpense of $(253,014). At JLrne 30,
2025,the District reporled deferred outflows of resources and deferred inflows of resources related to
OPEB fiorn the following solrrces:

Differences between actual and expected
experience

s732,237

Changes of Assr-rmptions t50.922 17.341

$-

Net difference between projected and actual
earnings on OPEB plan investments

Changes in proportion and differences between
ernployer contributions and proportionate share of
contributions

E,mployer contributions subsequerrt to the
measurernent date

1 30,812

64,86862,860

29,15 |

Total $242,933 $945,264

Contributions subsequent to the rneasurement date reported as deferred outflows of resources related to
OPEB resLrlting from employer contributions subsequent to the measurement date will be recognized as
a reduction of the net OPEB liability in the year ended JLure 30, 2026. Other arnounts reported as
deferred outflows of resources and deferred inflows of resources related to OPEB willbe recognized in
OPEB expense as follows:
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ONTONAGON ARE SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferretl Inflows of
Resources Related to OPEB (Continued)

Actuarial Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as

understood by the employer and plan members) and inch"rde the types of benefits provided at the time
of each valuation and tl-re historical pattern of sharing of benefit costs betweerr the employer and plan
members to that point. The actuarial methods and assumptions r.rsed inclLrde techniques that are
designed to reduce the effects of short-term volatility in actuarialaccrued liabilities and the actuarial
value of assets. consisterrt with the long-term perspective of the calculatious.

Additional information as of the latest actuarial vah"ratiorr follows:

2025

2026

2027

2028

2029

Thereafter

Summary of Actuarial Assumptions

Valuation Date:

Actuarial Cost Method:

Wage Irrflation Rate:

Investment Rate of Return:

Projected Salary Increases:

Healthcare Cost Trend Rate

$(204,516)

$(133,535)

s(131,512)

$(132,1s2)

$(78,089)

$( 1 s,866)

September 30,2023

Entry Age. Normal

2.7 50

6.00% net of investment expenses

2.1 5 -l | .5 5%, including wage
inflation at2.15Yo

Pre- 65 :7 .25Vo Year I graded to
3 .5o/o Y ear 15

46
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30,2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Actuarial Assumptions (Continued)

Healthcare Cost Trerrd Rate

Mortality: Retirees

Active Members

Other Assumptions:
Opt OLrt Assumptions

Survivol Coverage

Coverage E,lection at
Retirement

Post 65 : 6.50 % Year 1 graded to 3 .5Yo

Year 15

PubT-2010 Male and Female Retiree
Mortality Tables scaled by 116% for males
and I 16o/o for fernales and adjusted for
niortality irnprovements using pro.iectiorr

scale MP-2021 frorn 2010.

PubT-2010 Male and Fernale Employee
Mortality Tables scaled 100% and
adjusted for mortality improvemerrts using
projection scale MP-2021 frorn 2010.

ZlYo of eligible paLticipants hired before
july 1 , 2008 and 30% of those hired after
June 30, 2008 are assurned to opt out of
the retiree health plan

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

75o/o of male and 60% of fernale future
retirees are assurned to elect coverage fbr
I or more dependents.

Notes

. Assumption changes as o result of'an experience study.fbr the period 2017 through 2022 have
been adopted b1t the System.fbr u.se in the annual pension valtttrtions beginningtvith the September
30, 2023 valuation. The total OPEB littbiLity as of'September 30, 2024, is based on the re.sults oJ'

an ctclttcu"icrl ttctluation date of'September 30, 2023, ctnd rollec{.fbnvarcl using generalll, ctrrrrtrU
actuarial procedttres. including the experience study.

. Recognition period /br liabilities is the average of the expected remaining service lives oJ'crll
entployees in years: 6.2834 for non-university eruplolters

. Recognition period /br assets in years i,s 5.0000

. Fullactuarial assumptions are at,ailable in the 2024 MPSERS Comprehensive,4nnual Financial
Report found on the ORS website at www.michigan.gov/orsschools.
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ONTONAGON AR SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June30,2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BBNEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Long-Term Expected Return on Plan Assets

The long-term expected rate of return on OPEB plan investments was determined using a building-
block rnethod in which best-estirnate ranges of expected future real rates of return (expected returns, net
of OPEB plan investment expense and inflation) are developed flor each major asset class. These ranges
are combined to produce the long-term expected rate of retuni by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates
of arithmetic real rates of retum for each major asset class included in the OPEB plan's target asset
allocation as of September 30, 2023,are summarized in the table on the following page:

Domestic Equity Pools

o% Alternative Investment Pools

International Equity

Fixed income Pools

25.0% 5.3%

16.0 9.0

15.0 6.5

1 3.0 2.0

Real Estate and Infrastructure
Pools

10.0 7.1

Absolute Return Pools

Real Return / Opportunistic Pool

Short Term Investment Pools

TOTAL

9.0 5.2

10.0 6.9

2.0 1.4

100.0%

*Long-term rates o/'retttrn ctre net ofadministrcttive expense.\ and 2.3% inflation

Rate of Return

For tlre fiscal year ended September 30,2024.the annual money-weighted rate of return on OPEB plan
investtnent, net of OPEB plan investment expense, was 15.45%. The money-weighted late of return
expresses investment perfonnance, net of investment expense, adjusted for the changing amounts
actually invested.

Targct Allocation
I

[,ong Term Erpcctetl
Rt'ltl R:tlc ol' Retul'n'''Assct (ll:rss
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

(Continued)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Discount Rate

A discount rate of 6.00% was used to lneasure the total OPEB liability. This discount rate was based on
tlie long-term expected rate of return on OPEB plan investments of6.00%. The projection of cash flows
used to determ ine this discount rate assumed that plan member contributions will be made at the current
contriblrtiou rate and tlrat employer contribLrtions will be made at rates equal to the difference between
actuarially deterrnined contribution rates and the rnember rate. Based on these assurnptions, the OPEB
plan's fiduciary net position was projected to be available to make all projected future benefit payments
of current plan mernbers. Therefore. the long-term expected rate of return on OPE,B plan investments
was applied to all periods of projected benefit payments to deterrnine the total OPEB liability.

Sensitivity of the District's proportionate share of the net OPEB liability to changes in the
discount rate

The following presents the Distlict's propottionate share of the rret OPEB liability calculated using the
discount rate of 6.00%. as well as what the District's proportionate share of the uet OPEB liability
would be if it were calculated using a discor:nt rate that is I percentage point lower or I percentage
higher:

$(534,002) $(690,989) $(826,12t)

Sensitivify of the District's proportionate share of the net OPEB liability to Healthcare Cost
Trencl Rate

The following presents the District's proportionate share of the net OPEB liability calculated using
assumed trend rates, as well as what the District's proportionate share of net OPEB liabilify woLrld be if
it were calcLrlated using a trend rate that is l-percentage-point lower or l-percentage-point higher:

$(826,722) $(690,989) $(545,416)

OPEB Plan Fiduciary Net Position
Detailed information about the OPEB plan's fiduciary net position is available in the separately issued
2024 MPSERS CAFR, available on the ORS website at www.michigan.gov/orsschools.
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ONTONAGON AREA SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June30,2025

(Continued)

NOTE 11 - RISK MANAGEMENT

The District is exposed to various risk of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The District participated 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 to each pool 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
year, all members of the specific pool's policy year may be subject to special assessment to make up
the deficiency. Each of the pools maintain reinsurance for claims in excess of $500,000 for each
occurrence with the overall maximum coverage being unlimited. The District has not been informed
of any special assessments being required. Settled claims have not exceeded this commercial coverage
in any ofthe past three fiscal years.

The District continues to carry commercial insurance for other risks of loss, including employee health
and accident insurance.

NOTE 12 - USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

NOTE 13 - SIGNIFICANT ESTIMATES

Included in Notes 9 and 10 is a summary of the employee retirement plan provisions and actuarial
assumptions. The actuarial assumptions are very critical to the computation of actuarial determined
liabilities ofthe plan. If the assumptions differ from actual results annual contributions to the defined
benefit plan can substantially change.

NOTE 14 - CHANGE IN ACCOUNTING PRINCIPALS & PRIOR PERIOD ADJUSTMENT

Governmental Accounting Standards Board Statement 101, Compensated Absences, is effective for periods

beginning after December 75,2023. The objective of this Statement is to better meet the information needs of
financial statement users by updating the recognition and measurement guidance for compensated absences. That

objective is achieved by aligning the recognition and measurement guidance under a unified model and by
amending certain previously required disclosures. This statement establishes the requirement for compensated

absences be recognized for (l) leave that has not been used and (2) leave that has been used but not yet paid in
cash or settled though noncash means.

Beginning net position as previsouly reported

Adjustnrent for GASB 101

Beginning net postion as corrected
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ONTONAGON ARE SCHOOL DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended June30,2025

Budeeted Amounts

Actual
(Budgetary

Basis)
(See Note l)Original Final

REVENUES:
Local sources

State sources

Federal sources

s 2,080,410
1,265,140

182,46s

s 2,439,392
1,151,206

240,957

$ 2,445,815

1,t23,112
209,569

TOTAL REVENUES 3,528,015 3,931,555 3,778,496

EXPENDITURES:
Instruction
Supporting services

2,021,770
1,639,900

2,079,007
1,629,294

1,952,634

1 5 155

TOTAL EXPENDITURES 3,661,670 3,709,301 3,526,799

EXCESS (DEFICIENCY)
OF REVENUES OVER EXPENDITURES ( 133,655) t23,254 251 707

OTHER FINANCING
souRCES (USES):

Payments received from other
governmental units

Other sources

Other (uses)

Transfers out

21,145
10,750
(2,900)

(60,500)

28,610
11,256
(2,e00)

(t67,752)

29, l0g
9,946

(2,8'73)

(61,300)

TOTAL OTHER FINANCING
souRCES (USES) (31 ,s05) (130,786) (26,1 1 8)

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER
EXPENDITURES AND OTHER
FINANCING USES ( 1 6s,1 60)

656,616

(7,s32)

656,676

225,589

656,676FLIND BALANCE, JULY 1

FUND BALANCE, JTINE 30 _q_1e1,s16_ _g 64eW_ _q_88229J_

The accompanying notes to the financial statements are an integral part of this statement.
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CERTIFIED PUBLIC ACCOUNTANTS

A. Reporting unit's proportion

of net pension liability (%)

ONTONAGON AREA SCHOOL DISTRICT

REOUIRED SUPPLEMENTARY INF'ORMATION

SCHEDULE OF'THE REPORTING UNIT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
MICHICAN PUBLTC SCHOOL EMPLOYEES RETIREMENT PLAN

LAST 10 FISCAL YEARS (Amounts were determined as of 9/30 of each fiscal year)

2024 2023 2022 2021 2020 2019 2018 2017 2016

0.0r704s190% 0.018307970% 00172104s0% 0.01671s870% 0.016622920% 0.017146170% 0.018241360% 0.019433230% 0.02026880vo

2015

0.02004%

B. Reporting unit's proportionate

share of net pension liabilit-v $4,173,006$s,92s,570$6,472,630$3,957,5s1 $5,710,r5455"678,23s$5,483,682$5,035,976$5,0s6,900$4,895,535

C. Reporting unit's covered-

employee payroll $1,697,220$1,850,6455t,767,541 $1,542,234$1,486,643$1,483,919$1,491,199$1,588,139$1,719,85451,6'77,879

D. Reporting unit's proportionate

share ofnet pension liabiliry as

a percentage of its covered-

employee payroll (%) 245.87302% 320.1894s% 366.19405% 2s6.61158% 384.09'n9% 382.6s128% 367.73643% 3r7.09920% 294.03077% 29r.'76923%

E. Plan hduciary net position as a

percentage of total pension

liabiliry 74.83o/o 66.30Yo 60.77% '72.60% 59 72% 60.31% 62.36% 64.2t% 63.27Yo 63.t7%

The accompanying notes to the financial statements are an integral part ofthis statement.
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ONTONAGON AREA SCHOOL DISTRICT

REOUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE REPORTING UNIT'S CONTRIBUTIONS
MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT PLAN

LAST l0 FISCAL YEARS (Amounts were determined as of 6/30 of each fiscal year)

A. Statutorily required contributions

2025

$ 712,634

2024 2023

$ 659,840 $ 585,773

2022 2021 2020 2019

$ 501,914 $ 4s6,820 $ 456,385 $ 4s1,261

2018

$ 464,063

2017

$ 456,991

2016

$ 4s8,439

B. Contributions in relation to statutorily

required contributions* $7t2,634$6s9,840$585,773$50r,9r4S456,820S456,38554st,261 $464,063$456,991 $458,439

C. Contribution deficiency (excess) $ $ $ $ $ $ $ $ $ s

D. Reporting unit's covered-

employee payroll $ 1,633,544 $r,740,240 $ 1,916,678 51,735,937 $ 1,486,643 $1,474,2r',1 $1,4'75,1"72 $ 1,511,196 $ 1,600,937 S 1,671,970

E. Contributions as a percentage of
covered-employee payroll 43.62503y.37.91661% 30.56189y" 28.91315y" 30.728290/o 30.95'/79vo 30.59040y, 30.708330/o 28.545220A 2'1.41909yo

* Contributions in relation to statutorily required contributions are the contributions an employer actually made to the System, as distinct from the statutorily

required contributions.

The accompanying notes to the financial statements are an integral part ofthis statement.
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ONTONAGON AREA SCHOOL DISTRICT

A. Reporting unit's proprtion

of net OPEB liability (%)

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE REPORTING UNIT'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY
MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT PLAN

LAST l0 FISCAL YEARS (Amounts were determined as of 9/30 of each flrscal year)

2026 202s 2024 2023 2022 2021 2020 2019 2018 2017

0.01605309% 0.01855300% 0.01815829% 0.017165280/o 0.01654612% 1.69710000o/o 0.01750293% 0.01950709yo

B. Reporting unit's proportionate

share of net OPEB liability $ (253,014) $ (104,954) $ 384,604 $ 262,007 $ 886,420 $ 1,218,136 $ 1,391,299 $ 1,727,44s

C. Reporting unit's covered-

employee payroll s 1,697,220 $ r,850,645 $ 1,76'.7,541 51,542,234 $ 1,486,643 $ 1,483,919 $ 1,491,199 $ 1,588,139

D. Reporting unit's proportionate

share of net OPEB liability as

a percentage of its covered-

employee payroll (%o) -14.907550/0 -5.67121% 21.75927% 16.98880% 59.62561% 82.089120/o 93.300690/o 108.77165%

E. Plan fiduciary net position as a

percentage of total OPEB

liability 143.96% 105.72yo 83.09Yo 87 -33o/o 59.44% 48.460/o 42.950 36.39o/o

The accompanying notes to the financial statements are an integral part ofthis statement.
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ONTONAGON AREA SCHOOL DISTRICT

REOUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE REPORTING UNIT'S OPEB CONTRIBUTIONS
MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT PLAN

LAST 10 FISCAL YEARS (Amounts were determined as of 6/30 of each fiscal year)

2027 2026 2025 2024 2023 2022 2021

$ 133,434 S 144,s27 $ 138,318 $ 127,426 $ 116,902

2020

s 117,147

2019

s 1r7,746

2018

$ 109,140A. Statutorily required OPEB contributions

B. OPEB contributions in relation to statutorily

required contributions* g 133,434 $ 144,s27 $ 138,318 $ 127,426 $ 116,902 S tl7,l47 S 11'7,746 $ 109,140

C. Contribution deficiency (excess) $ $ $ $ s s $ $

D. Reporting unit's covered-

employee payroll $ 1,633,544 5 1,740,240 $ 1,916,678 $ 1,735,937 $ 1,486,643 9 1,474,217 51,475,1'12 $ 1,511,196

E. OPEB contributions as a percentage of
covered-employee payroll 8. 16838% 8.30500% '7 .21655% '7 .34047% 7 .86349% 7 .94639% 7 .98185% 7 .22209%

+ Contributions in relation to statutorily required OPEB contributions are the contributions an employer actuall made to the OPEB Plans, as distinct fiom the

statutorily required contributions.

The accompanying notes to the financial statements are an integral part ofthis statement.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
G O VE RNM E NT AU D IT ING S TANDARDS

Board of Education
Ontonagon Area School District
Ontonagon, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the governmental activities, each major fund, and each
fiduciary fund type of the Ontonagon Area School District as of and for the year ended June 30, 2025, and
the related notes to the financial statements, which collectively comprise Ontonagon Area School District's
basic financial statements, and have issued our report thereon dated Octob er 22,2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Ontonagon Area School
District's internal control over financial reporting (intemal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Ontonagon Area School
District's internal control. Accordingly, we do not express an opinion on the effectiveness of Ontonagon
Area School District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identifu all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given the limitations, during our audit we did not identiff any deficiencies in intemal control
that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVBR FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GO VE RNM E NT AUD ITING S TANDARDS

(Continued)

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Ontonagon Area School District's financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of [aws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an

opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards"

Purpose of this Report

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

A,rt^-r,Jo*^*,A,f/C
ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
Iron Mountain, Michigan

October 22,2025
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Member of:
Private Companies Practice Section
American lnstitute of Certilied
Public Accountants

Michelle Christian, BSA - Senior

October 22,2025

To the Board of Education
Ontonagon Area School District

We have audited the financial statements of the govemmental activities, each major fund, and each fiduciary fund of the
Ontonagon Area School District for the year ended June 30, 2025. Professional standards require that we provide
you with information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards, as well as certain information related to the planned scope and timing of our audit. We have
communicated such information in our letter to you dated June 3,2025. Professional standards also require that we
communicate to you the following information related to our audit.

Sienificant Audit Findines

Oualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by Ontonagon Area School District are described in Note 1 to the financial statements. The Ontonagon
Area School District changed accounting policies related to compensated absences by adopting Statement of
Governmental Accounting Standards (GASB statement) No. 101, Compensated Absences in2025. We noted no
transactions entered into by Ontonagon Area School District during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial statements in
the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The most
sensitive estimate affecting the Ontonagon School District's financial statements was:

Management's estimate of the number of vacation, sick and personal days to be used in the next
fiscal year is based on the average of prior year activities. We evaluated the methods, assumptions,
and data used to develop the estimate of the number of vacation, sick and personal days to be used
in the next fiscal year in determining that it is reasonable in relation to the financial statements
taken as a whole

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performins the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
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C one cte d and Unc onec ted Mis s tatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that are trivial, and communicate them to the appropriate level of management. Management has

corrected all such misstatements. In addition, none of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, to each opinion unit's financial
statements taken as a whole.

D is agre e ment s w it h Manage ment

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

Manageme nt Re pr es ent at ions

We have requested certain representations from management that are included in the management representation
letter dated October 22,2025.

Manapement Consultations w ith Other Independent Accountants

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

Other Audit Findinss or Issues

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

Other Matters

We applied certain limited procedures to the MD&A, budgetary comparison schedule - general fund, and pension
and OPEB schedules, which are required supplementary information (RSI) that supplements the basic financial
statements. Our procedures consisted of inquiries of management regarding 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 did
not audit the RSI and do not express an opinion or provide any assurance on the RSL
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Restriction on Use

This information is intended solely for the use of the Board of Education and management of the Ontonagon Area
School District and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

ANDERSON, TACKMAN & COMPANY, PLC

By: Shane M. Ellison, CPA, PC

By

Shane M. Ellison, President


