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George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, MI 48413
989-269-9966

Independent Auditor's Report
Board of Education
Port Hope Community Schools
Port Hope, MI 48468

| have audited the accompanying general purpose financial statements of the governmental activities,
the business-type activities, the aggregated discretely presented component units, each major fund, and the
aggregate remaining fund information of the Port Hope Community Schools as of and for the year ended June
30, 2007, which collectively comprise the basic financial statements of the Port Hope Community Schools
management. My responsibility is to express opinions on these financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that | plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant estimates
made by management, as well as evaluating the overall financial statement presentation. | believe that my
audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
Port Hope Community Schools as of June 30, 2007, and the respective changes in financial position and cash
flows, where applicable, thereof for the year ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, | have also issued my report dated September
25, 2007, on my consideration of the Port Hope Community Schools internal control over financial reporting
and on my tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of my
audit.

The management's discussion and analysis and budgetary comparison information are not a required
part of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. | have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no opinion on
it.




My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Port Hope Community Schools basic financial statements. The supplemental
information is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The supplementary information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in my opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole. The supplementary information has not been subjected to
the auditing procedures applied in the audit of the basic financial statements and, accordingly, i express no

opinion on them.
/ Cf% Pc_

George Zahul, CPA, PC
September 25, 2007




George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, Ml 48413
989-269-9966

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

To the School District
Port Hope Community Schools
Port Hope, Ml 48468

I have audited the financial statements of the governmental activities, the business-type activities, the
aggregated discretely presented component units, each major fund, and the aggregate remaining fund
information of Port Hope Community Schools as of and for the year ended June 30, 2007, which collectively
comprise Port Hope Community Schools basic financial statements and have issued my report thereon dated
September 25, 2007. | conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the Port Hope Community Schools internal control
over financial reporting in order to determine my auditing procedures for the purpose of expressing my opinion
on the financial statements and not to provide an opinion on the internal control over financial reporting. My
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. [ noted no matters involving the internal control over
financial reporting and its operation that | consider to be material weaknesses.

Compliance
As part of obtaining reasonable assurance about whether Port Hope Community Schools financial

statements are free of material misstatement, | performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of my audit and, accordingly, | do not express such an
opinion. The results of my tests disclosed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, the
State of Michigan, and the United States Department of Agriculture Rural Development and is not intended to
be and should not be used by anyone other than those specified parties.

kP

September 25, 2007




Port Hope Community Schools
Management’s Discussion and Analysis

This section of the School District's annual financial report presents our
discussion and analysis of the District’s financial performance during the fiscal year that
ended on June 30, 2007. Please read it in conjunction with the district’s financial
statements, which immediately follow this section,

Financial Highlights

The 2006/07 fiscal years resulted in a Fund Balance in the General Fund of
$306,754.33. This was an expected result for the District. The Fund Balance was
slightly higher than was originally budgeted.

The Athletic Fund also showed greater expenses than revenues.

The School Lunch fund had revenues exceeding expenses.

In total, District revenues exceeded 1.4 million dollars for fiscal year ended June
30, 2007. Spending over the same time period was 1.3 million dollars. In both cases
that was a decrease of approximately $155,852.37 over fiscal 2006 for revenues and a
decrease of $319,242.71 for spending.

Overview of the Financial Statements

This annual report consists of three parts — management's discussion and
analysis (this section), the basic financial statements and required supplementary
information. The basic financial statements include two kinds of statements that present
different views of the District:

The first two statements are district-wide financial statements that provide both
short-term and long-term information about the District’s overall financial status.

The reinaining statements are fund financial statemenis that focus on individual
parts of the District, reporting the District's operations in more detail than the district-wide
statements.

The governmental funds statements tell how basic services like regular and
special education were financed in the shori-term as well as what remains for future
spending.




Port Hope Community Schools
Management’s Discussion and Analysis

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

The financial statements also include notes that explain some of the information
in the statements and provide more detailed data. The statements are followed by a
section of required supplementary information that further explains and supports the
financial statements with a comparison of the District's budget for the year.

Major Features of District-Wide and Fund Financial Statements

District-wide Fund Financial Statements

Statements Governmental Funds Fiduciary Funds
Instances In which the
The activities of the district that atministers resources on behalf
are not proprietary or fiduciary, of someone else, such as
Entire district such as special education scholarship programs and
Scope (except fiduciary funds) and building malntenance. student activities monies

Required financial  *Statement of net assets ~ *Balance sheet *Statement of fiduciary net assets
Statements “Statement of activilles *Statement of revenues, *Statement of changes in
Expenditures and changes fiduciary net assets
In fund balances

Accounting hasls Accrual accounting and Modified acerual accounting Accrual accounting and
and measurement  economic resources focus  and cument financial resources econhomic resources focus
focus focus

Type of asset/Mizbllity All assets and liabilities, Generally assets expected to All agsets and liabilitles, both
Information both financial and capital,  be used up and liabllities short-term and long-term, Port
short-term and long-term  that come due during the year Hope Schools funds do not
or soon thereafter; no capital currently contain capital assets,
assets or long-term liabilities although they can
inciuded

Type of inflow/ All revenues and expenses Revenues for which cash All additions and dedications
Outfiow information  during year, regardless received during or soon after during the year, regardless of
of when cash Is received the end of the year, when cagh Is received or paid
or pald expendituras when goods or
services have been recelved
and the related liability Is
due and payable

Summarized above is the major Features of District-Wide and Fund Financial
Statements summarizing the major features of the District’s financial statements,
including the portion of the District's activities they cover and the types of information
they contain. The remainder of this overview section of management's discussion and
analysis highlights the structure and contents of each of the statements.




Port Hope Community Schools
Management’s Discussion and Analysis

District-Wide Statementis

The District-wide statements report information about the District as a whole
using accounting methods similar to those used by private-sector companies. The
statements of net assets include all of the District's assets and liabilities. All of the
current year's revenues and expenses are accounted for in the statement of activities
regardless of when cash is received or paid.

The two district-wide staternents report the District's net assets and how they
have changed. Net assets — the difference between the District's assets and liabilities —
are one way to measure the District's financial health or position.

Over time, increases or decreases in the District’s net assets are an
indicator of whether its financial position is improving or deteriorating,
respectively.

To assess the overall health of the District, you need to consider
additional non-financial factors such as changes in the District's property
tax base and the condition of school buildings and other facilities.

In the district-wide financial statements, the District's activities:
Governmental activities — Most of the District's basic services are
included here, such as regular and special education, transportation and
administration. Property taxes and state formula aid finance most of
these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the
District’s funds, focusing on its most significant or “major’ funds — not the District as a
whole. Funds are accounting devices the District uses to keep track of specific sources
of funding and spending on particular programs:

Some funds are required by State law and by bond covenants.
The District establishes other funds to control and manage money for

particular purposes (like repaying its long-term debts) or to show that it is
properly using certain revenues (like schaol lunch and athletics).




Port Hope Community Schools
Management’s Discussion and Analysis

The District has two kinds of funds:

Governmental funds — Most of the District's basic services are included in
governmental funds, which generally focus on (1) how cash and other
financial assets that can readily be converted to cash flow in and out and
(2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed
short-term view that helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the
District’s programs. Because this information does not encompass the
additional long-term focus of the district-wide statements, we provide
additional information with the governmental funds statements that
explain the relationship (or differences) between them.

Fiduciary funds — The District is the trustee, or fiduciary, for assets that
belong to others, such as the scholarship fund and the student activities
funds. The District is responsible for ensuring that those to whom the
assets belong use only for there intended purposes and the assets
reported in these funds. We exclude these activities from the district-wide
financial statements because the District can not use these assets to
finance its operations.

Financial Analysis of the District as a Whole

Net Assets

District net assets decreased during the fiscal 2007, Depreciation of District
assets, more than $122,024.00, as opposed to new purchases of $0.00 also had an
impact.

Port Hope Community Schools

2007
Current and other Assets 520,423.09
Capital Assets, Less Accumulated Depreciation 3.203,102.00
Total Assels 3,723,525.09

Long-Term Debt Outstanding 3,375,000.00
Other Liabilities 56,791.77
Total Liabilities 3.431,791.77

Net Assets:
Invested in Capital Assets net of Related Debt {171,898.00)

Restricted 864.00
Unrestricted 462,767.32
Total net Assets (deficit) 291,733.32




Port Hope Community Schools
Management’s Discussion and Analysis

Changes in Port Hope Community Schools Net Assets

2007

Revenues
Operating Grants 105,226.79
Charges for Services 40,377.91

General Revenues

Property Taxes 699,726.13

State Aid — Unrestricted 586,986.77

Qther 21,439.40
Total Revenues 1,453,757.00

Expenses
Instruction 524.273.75

Support Services 485,601.85
Other 27,458.23
Food Services 38,740.97
Athletics 49,100.62

Business Type Activities
Interest on Long-Term Debt 151,475.25

Unallocated Depreciation 106,589.00
Total Expenses 3 1.383.239.67

Increases in Net Assets 7 33
District Governmental Activities

The District spent remains in relatively good financial shape. This is a result of several
areas:

District employees have continued to take a freeze in salaries and we
have reduced hours and numbers of employees.

Our Distance Learning classes that we share with other county schools
continues to be a success.

St. John's students are continuing to come to our building for shared time,
which brings additional revenue to the District.

The District continues to pufsue reimbursement dollars from the federal
USF fund which allows for a reduction in the costs for phone lines and
some hardware and maintenance.

The District has also continued to seek out and has been successful in receiving
grants for technology which has provided means for upgrading equipment.




Port Hope Community Schools
Management’s Discussion and Analysis

Financial Analysis of the District's Funds

The District's excess of expenditures for the year over revenues was not
unanticipated. Steps were taken to reduce expenditures, but with the State revenues
lower due to declining enroliment and lack of School Aide increases it made it a difficult
year. The District General Fund balance still represents approximately 15% of yearly
expenditures.

General Fund and Budget Highlights

During the 2007 fiscal year the originai District budgets were amended several
times to reflect the changes that had an impact on the District.

Initial budget amendments took place in the fall of the year and reflected the
awareness of settled contracts, actual student counts, and the impact of staffing
changes. Additional amendments reflected state pro-ration of the District foundation
grant as well as better information on utilities, snow removal and the other District
expenditures, which vary depending on the year. The final budget amendment
anticipated a gain of $24,963.42. Final figures show that amount increased $71,896.92.

Capital Assets
The district did not make any capital purchases during the year.

Long-Term Debt

At year-end the District continued to have over $3,375,000.00 in general
obligation bonds outstanding. This amount was about the same as fiscal 2006.

Factors Bearing on the District's Future

At the time these financial statements were prepared and audited, the District
was aware of several areas that could have a major impact on the 2007 fiscal year, and
the near future.

The State of Michigan has not finalized the student foundation allowance for
2006/07. Because of the unstable economy still existing in the State, there is a
question if this amount can be fully funded.

Health insurance costs continue to escalate.
District pension costs are also rising at a rapid rate. An increase from 16.34%

per salary dollar to 17.74% per dollar of salary will require an increase in pension
dollars from the fiscal 2007 budget.




Port Hope Community Schools
Management’s Discussion and Analysis

If the District continues to experience declining enrollment along with the States
Poor Economy this year may be problematic.

Contacting the District's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers
and investors and creditors with a general overview of the District's finances and to
demonstrate the District's accountability for the money it receives. If you have questions
about this report or need additional information, contact in writing the Business Office,
Port Hope Community Schools, Port Hope, M! 48468.




Port Hope Community Schools
Statement of Net Assets
June 30, 2007

Assets

Current Assets
Cash and Investments 350,759.90
Taxes and Accounts Receivable 182,495.48
Prepaid PSERS 6,826.34
Inventories 340.37

Total Current Assets

520.,423.09

Property and Equipment
Land 50,000.00
Land Improvements 51,024.00
Building 3,954,969,00
Fumiture and Equipment 198,405.00
Kitchen Equipment 72,277.00
Transportation Equipment 163,955.00
Less Accumulated Depreciation (1,287,528.00)

Net Property and Equipment 3,203,102.00

Total Assets 3,723,525.09

Liabilities and Net Assets

Current Liabilities
Accounts Payable 950.53
Accrued Payroll and Taxes 50,017.76
Compensated Absenses 5.813.48
Total Current Liabilities 56,791.77

Long - Term Liabilities

Bonds Payable 3,375,000.00

Total Liabilities 3,431.791.77

Net Assets

Invested in capital assets net of related debt
Restricted
Unrestricted

Total Net Assets

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

11

(171,898.00)
864.00
462,767.32

] 291,733.32




Port Hope Community Schools
Statement Of Activities
For the Year Ended June 30, 2007

Governmental Activites

Program Revenues

Net (Expense)

Revenue and

Program Charges for QOperating Changes in Net
Functions/Programs Expenses Services Grants Assets

Governmental Activities

Instruction 524, 273,75 1446848 §  17,833.00 $  (492,171.26)
Support Services 485,601.85 207.41 59,700.00 {425,804.44)
Other 27,458.23 0.00 0.00 {27,458.23)
Food Services 38,740.97 13,588.44 27,893.79 2,741.26
Athletics 49,100.62 12,112,57 0.00 {36,988.05)
Interest on Bonds 151,475.25 0.00 0.00 (151,475.25)
Unallocated Depreciation 106,589.00 0.00 0.00 (106,589.00)

Total Governmental Activities 4 138323067 & 4037701 & 10522679 {1,237,634.97)
General Revenues

Property Taxes General 449,896.30
Property Taxes Debt Service 249,829.83
Investment Eamings 9,522.14
State Sources 586,088.77
HISD Special Education Allocation 11,917.26

Total General Revenues 1,308,152.30
Change in Net Assets (Deficit) 70,517.33
Net Assets Beginning of Year

— 22121580

Net Assets End of Year S 20173332

The accompanying notes are an integral part of the financial statements.
12




Port Hope Community Schools

Assets

Cash and Investments
State Aid Receivable
Accounts Receivable
Due from Other Funds
Inventories

Total Assets

Liabilities and Fund Eauitv

Liabilities
Accounts Payable
Accrued Salaries Fringes and Taxes
Due to Other Funds
Total Liahilities

Fund Equity
Reserved for Unemployment
Unreserved
Total Fund Equity
Total Liabilities and Fund Equity

Total Governmental Fund Balances
Amounts reported for governmental
activities in the staiement of net assets
are different because
Capital assets used in governmental
activities are not reported in the funds
The cost of the capital assets are
Less Accumulated Depreciation

Long-Term Liabilities are not due and
payable in the current period and are
not reporied in the funds

Bonds Payable

Trust Fund Balances are excluded

because the District cannot use the
assets to finance its operations

Net Assets of Governmental Activities

Balance Sheet
Governmental Funds
June 30, 2007

Other Nonmajor Governmental Funds

Total

General Special Debt Service Governmental
Fund Revenue Funds

$ 18587342 % 7976.00 § 14691048 §  44,096.05 394,855.95
103,634.75 0.00 0.00 0.00 103,634.75
58,861.73 0.00 0.00 0.00 58,861.73
6,826.34 786.14 0.00 0.00 7,612.48

0.00 340.37 0.00 0.00 340.37

$ 365196.24 § B,102.561 § 14681048 § 44 0965.05 565,305.28

960.53 $ 960.53
55,831.24 55,831.24
786.14 786.14
57.577.91 57,577.91

864.00 0.00 0.00 0.00 864.00
306.754.33 9,102.51 146,910.48 44,086.05 506,863.37

307,618.33 2,102.51 146.910.48 44,096.05 507,727.37

§ 365196.24 § 910251 § 14691048 3 44096.05 $ 565,305.28

L 507,727.37

4,490,630.00
(1,287,528.00)

(3,375,000.00)

44,096.05

201,733.32

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

13




Port Hope Community Schools
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2007

Other Nonmajor Governmental Funds

Total
Governmental
Funds

General
Fund

Special

Revenue Debt Service Trust Fund

Revenues
Local Sources
Federal Sources
State Sources
Interest

Total Revenues

Expenditures
Instruction
Support Services
Other
Hot Lunch Services
Athletic Activities
Principal Payments
Interest and Fees

Total Expenditures

$ 47649046 5
77,333.00
586,986.77
5,420.52

25701.01
23,276.27
4,617.562
0.00

$ 249,82083 §
0.00
0.00
3,101.62

0.00
0.00
0.00
0.00

752,021.30
100,609.27
591,604.29

9,522.14

1,147.230.75

53,594.80

252,931.45

0.00

1,4563,757.00

524,273.75
485,601.85
27,458.23
0.00

0.00

0.00

0.00

0.00
0.00
0.00
38,740.97
49,100.62
0.00
0.00

0.00
0.00
0.00
0.00
0.00
120,000.00
161,475.25

524,273.75
485,601.85
27,458.23
38,740.97
49,100.62
120,000.00
151,475.25

1,037,333.83

87,841.589

271,475.25

1,396,650.67

Excess of Revenues over Expenditures 109,896.92 (34,246.79) {18,543.80)
Other Financing Sources (Uses)
Operating Transfers in 0.00 38,000.00 0.00

Operating Transfers out (38,000.00) 0.00 0.00

57,106.33

38,000.00
(38,000.00}

Total Other Financing Sources {(Uses) (38,000.00) 38,000.00 0.00

0.00

Excess of Revenues and Other

Over(Under)Expenditures and Other Us 71,896,092 3,753.21 (18,543.80)

Fund Balance at Beginning of Year 234,857.41 5,349.30 165,454.28

0.00

44 096.05

57,106.33

449,757.04

Fund Balance at End of Year

The accompanying notes are an integral part of the financial statements.
14
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Port Hope Community Schools
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2007

Net Change in Fund Balances Total Governmental Funds ]

57,106.33

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

Governmental funds report capital outlays as expenditures in the year incurred
and depreciation is recored for assets in the statement of activities

Depreciation Expense

(106,589.00}
Capital Outlay

0.00

Accrued Interest on bonds is recorded in the statement of activities when incurrad
it is not recorded in governmental funds until it is paid

Proceeds and repayments of principal on long-term debt are revenues and
expenditures in the government funds, but not in the statement of activities

Principal Repayment

120,000.00
Proceeds from new Debt

— 000

Change in Net Assets of Governmental Activities $_  70517.33

The accompanying notes are an integra! part of the financial statements.
15




Port Hope Community Schools

Notes to the Financial Statements
June 30, 2007

Note 1 - Summary of Significant Accounting Policies:

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

A. Reporting Entity

The Port Hope Community Schools (the "District") is governed by the Port Hope Community Schools
Board of Education (the "Board"), which has responsibility and control over all activities related to public
school education within the District. The District receives funding form local, state, and federal government
sources and must comply with all of the requirements of these funding source entities. However, the District
is not included in any other governmental reporting entity and defined by the accounting principles generally
accepted in the United States of America. Board members are elected by the public and have decision-
making authority, the power to designate management, the ability to significantly influence operations, and the
primary accountability for fiscal matters. In addition, the District's reporting entity does not contain any
component units as defined in Governmental Accounting Standards Board Statements No. 14 and 39.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the District. For the most part, the effect of
inter fund activity has been removed from these statements. The government-wide financial statements
categorize primary activities as either governmental or business type. All of the District's activities are
classified as governmental activities,

The Statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges paid by recipients who purchase, use or
directly benefit from goods or services by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. State
Foundation Aid, certain revenue from the intermediate school district and other unrestricted items are not
included as a program revenues but instead as general revenues.

In the government-wide statement of net assets, the governmental 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 iong-term debt and obligations. The District's net assets are
reported in three parts - invested in capital assets, net of related debt; restricted net assets; and unrestricted
net assets.

The District first utilizes restricted resources to finance qualifying activities.

16




Port Hope Community Schools

Notes to the Financial Statements
June 30, 2007

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 by related program revenues and operating grants. Program revenues must be directly
associated with the function. Operating grants include operating-specific and discretionary (either operating
or capital) grants.

The net costs (by function) are normally covered by general revenue (property taxes, state sources,
intermediate district sources, interest income and other revenues.)

The District does not allocate indirect costs.

This government-wide focus is more on the sustain ability of the District as an entity and the change in
the District's net assets resulting from the current year's activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though
the latter are excluded from government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Governmental Funds

Governmental funds are those funds through which most school district functions typically are
financed. The acquisition, use and balances of the school district's expendable financial resources and the
related current liabilities are accounted for through governmental funds.

The District reports the following major governmental fund:

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

Other Non-Major Funds

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

The debt service fund accounts for the resources accumulated and payments made for principal and
interest on long-term general obligation debt of governmental funds.

Fiduciary Funds

Fiduciary funds account for assets held by the District in a trustee capacity or as an agent on behalf of
others. Trust funds account for assets held by the District under the terms of a formal trust agreement.
Fiduciary funds are not included in the government-wide statements.

The agency fund is custodial in nature and does not present results of operations or have

measurement focus. Agency funds are accounted for using the accrual method of accounting. This fund is
used to account for assets that the District holds for others in an agency capacity (primarily student activities).

17




Port Hope Community Schools

Notes to the Financial Statements
June 30, 2007

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

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

Modified Accrual Method

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as they
are both measurable and available. Revenues are considered to be available when they are collectible within
the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
District considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and claims
and judgments, are recorded only when payment is due.

Property taxes, state and federal aid and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
All other revenue items are considered to be measurable and available only when cash is received by the
District.

State Revenue

The state of Michigan utilizes a foundation grant approach which provides for a specific annual amount
of revenue per pupil based on a statewide formula. The Foundation is funded from state and local sources.
Revenues from state sources are primarily governed by the School Aid Act and the School Code of Michigan.
The Michigan Department of Education administers the ailocation of state funds to school districts based on
information supplied by the districts. For the year ended June 30, 2007, the foundation allowance was based
on pupil membership counts taken in February and September of 2003

The state portion of the foundation is provided primarily by a state education property tax millage of 6
milis and an allocated portion of state sales and other taxes. The local portion of the foundation is funded
primarily by non-homestead property taxes which may be levied at a rate of up to 18 mills. The State revenue
is recognized during the foundation period and is funded through payments from October 2003 to August
2004. Thus, the unpaid portion at June 30th is reported as due from other governmental units.

The District also receives revenue from the state to administer certain categorical education programs.
State rules require that revenue earmarked for these programs be used for its specific purpose. Certain
governmental funds require an accounting to the state of the expenditures incurred. For categorical funds
meeting this requirement, funds received, which are not expended by the close of the fiscal year are recorded
as deferred revenue. Other categorical funding is recognized when the appropriation is received.
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Port Hope Community Schools
Notes fo the Financial Statements
June 30, 2007

D. Other Accounting Policies
Cash and equivalents include amounts in demand deposits and certificates of deposit.

The District reports its investments in accordance with GASB State No. 31, Accounting and Financial
Reporting for Certain Invesiments and for External [nvestment Pools. Under these standards, certain
investments are valued at fair value as determined by quoted market prices, or by estimated fair values when
quoted market prices are not available. The standards also provide that certain investments are valued at
cost (or amortized cost) when they are of a short-term duration, the rate of return is fixed, and the District

_intends to hold the investment until maturity. Accordingly, investments in banker acceptances and commercial
paper are recorded at amortized cost.

State statutes authorize the District to invest in bonds and other direct and certain indirect obligations
of the U.8. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after the
date of purchase. The District is also authorized to invest in U.S. Government or federal agency obligation
repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of investments as
outlined above.

Property Taxes

Property taxes levied by the District are collected by various municipalities and periodically remitted to
the District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon receipt of
the billing by the taxpayer and become a lien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time the bills become delinquent and penalties and interest may
be assessed by the collecting entity.

For the year ended June 30, 2007, the District levied the following amounts per $1,000 of assessed
valuation:

Fund Mills
General Fund - Non-homestead 18.0
Debt service fund - Homestead and non-homestead 5.6

Inventories and Prepaid ltems

Inventories are valued at the lower of cost (first-in, first-out) or market. Inventories in the special
revenue funds consisting of expendable supplies held for consumption, are recorded as expenditures when
consumed rather than when purchased. Certain payments to vendors reflect costs applicable to future
accounting periods and are recorded as prepaid expenditures.
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Port Hope Community Schools

Notes to the Financial Statements
June 30, 2007

Receivables and Payable's

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either "due to/from other funds" {i.e., the current portion of inter fund
loans) or "advances to/form other funds"” (i.e., the non-current portion of inter fund loans). All other
outstanding balances between funds are reported as "due to/from other funds."

All receivables, including property taxes receivable, are shown net of an allowance for uncolilectible's.
Capital Assets

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.
Donated fixed assets are valued at their estimated fair market value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Improvements are capitalized and depreciated over the remaining
useful lives of the related fixed assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as
follows:

Buildings and Additions 20 - 40 years
Furniture and other Equipment 5- 15 years

The District's capitalization policy is to capitalize individual amounts exceeding $5,000. Group
purchases are evaluated on a case-by-case basis.

Compensated Absences

The District's policies generally provide for granting vacation and sick leave with pay. The current and
long-term liability for compensated absences is reported on the government-wide financial statements. A
liability for these amounts, including related benefits, is reported in governmental funds only if they have
matured, for example, as a result of employee leave, resignations or retirements.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities on the statement of net assets. Bond premiums and discounts, as well as issuance
costs and the difference between the re acquisition price and the net carrying amount of the old debt, are
deferred and amortized over the life of the bonds using the straight line method over the term of the related
debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received and debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
form the actual debt proceeds received, are reported as debt service expenditures.
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Port Hope Community Schools
Notes to the Financial Statements
June 30, 2007

Use of Estimates

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

Note 2 - Stewardship, Compliance and Accountability:

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America. Annual appropriated budgets are adopted for the general, special revenue and debt
service funds.

The District follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of financing
them. The level of control for the budgets is at the functional level as set forth and presented as required
supplementary information.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to the Uniform
Budgeting and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to the
end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other financing
sources will be less than anticipated or so that expenditures will not be in excess of original estimates.
Expenditures shall not be made or incurred, unless authorized in the budget, in excess of the amount
appropriated. Violations, if any, are noted in the required supplementary information section.

4. The Superintendent is 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, special revenue and debt service funds.

6. The budget was amended during the year with supplemental appropriations, the last one approved
prior to June 30, 2007. The District does not consider these amendments to be significant.
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Port Hope Community Schools

Notes to the Financial Statements
June 30, 2007

Note 3 - Cash and Investments:

Deposits

The District's cash accounts consist of various interest bearing checking and savings accounts. At
year-end, the carrying amount of the District's deposits was $210,000.00 and the bank balance was
$199,055.09.

Investments

State statutes authorize the District to invest in obligations of the U.S. Treasury and U.S. agencies,
deposit agreements with federally insured financial institutions within the State of Michigan, high grade
commercial paper, repurchase obligations of the U.S. government and U.S.agencies, banker's acceptances of
U.S. banks and mutual funds comprises of the above authorized investments., As of June 30, 2007, the
District investments consisted of certificates of deposit and Money Market Funds which the carrying amount
and the bank balance was $195,796.25.

The total District cash and investments amounted to $398,778.29 as of June 30, 2007 and
$394,851.34 was covered by Federal Depository Insurance.

Note 4 - Long-Term Debt and Loans Payable:

The District issues general obligation bonds to provide funds for the acquisition, construction and
improvement of major capital facilities. General obligation bonds. are direct obligations and pledge the full
faith and credit of the District. Long-term obligations currently outstanding are as follows:

2005 Refunding Bonds (General Obligation - Unlimited Tax)

1998 School Building and Site Bonds due in annual

installments of $160,000.00 to $230,000.00 through

May 1, 2024 with interest at 3.500% to 4.200% $3,375,000.00

The annual requirements to amortize the long-term obligations as of June 30, 2007, including interest
of $963,520.05, are as follows:

Year Ending
June 30, Total
2008 3 139,152.50
2009 299,152.50
2010 303,552.50
2011 307,602.50
2012 311,302.50

3 1,360,762.50




Port Hope Community Schools
Notes to the Financial Statements
June 30, 2007

Note 5 - Employee Retirement System - Defined Benefit Plan:

Plan Description - The District contributes to the statewide Michigan Public School Employees'
Retirement System (MPSERS), a cost sharing multiple-employer defined benefit pension plan administered by
the nine member board of the MPSERS. The MPSERS provides retirement benefits and post retirement
benefits for health, dental and vision. The MPSERS was established by Public Act 136 of 1945 and operated
under the provisions of Public Act 300 of 1980, as amended. The MPSERS issues a publicly available
financial report that includes financial statements and required supplementary information for MPSERS. That
report may be obtained by writing to Michigan Public School Employees Retirement System, P.O. Box 30026,
Lansing, Michigan 48909 or by calling (517) 322-6000.

Funding Policy - Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990
contribute a permanently fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from
January 1, 1987, the effective date of the MiP, until January 1, 1990 when it was reduced to 3.9%. Members
first hired January 1, 1990 or later and returning members who did not work between January 1, 1987 through
December 31, 1988 contributed at the following graduated permanently fixed contribution rate: 3% of the first
$5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over $15,000.

Basic Plan members make no contributions. For a limited period ending December 31, 1992, an
active Basic Plan member could enroll in the MIP by paying the contributions that would have been made had
enrollment occurred initially on January 1, 1987 or on the date of hire, plus interest. MIP contributions at the
rate of 3.9% of gross wages begin at enrollment. Market rate interest is posted to member accounts on July
1st on all MIP monies on deposit for 12 months. If a member leaves MPSERS setvice and no pension is
payable, the member's accumulated contribution plus interest, if any, are refundable.

The District is required to contribute the full actuarial funding contribution amount to fund pension
benefits, plus an additional amount to fund retiree health care benefit amounts on a cash disbursement basis.
The rates for the year ended June 30, 2007 were 16.34% of payroil through September 30, 2005 and 16.34%
effective October 1, 2005. The contribution requirements of plan members and the District are established
and may be amended by the MPSERS Board of Trustees. The District contributions to MPSERS for the year
ended June 30, 2007 were $87,031.28.

The District is not responsible for the payment of retirement benefits which is the responsibility of the
State of Michigan.

Other Post employment Benefits - Under the MPSERS' Act, all retirees have the option of continuing
health, dental, and vision coverage.

Note 6 - Transters:

The General Fund transfered $38,000.00 to the Athletic Fund.
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Notes to the Financial Statements
June 30, 2007

Note 7 - Contingent Liabilities:

Contingent Liability - Unemployment Compensation Costs

The District has elected to be treated as a reimbursing employer for unemployment compensation
purposes. Any unemployment benefits paid to District employees by the Michigan unemployment fund must
be reimbursed by the District on a dollar for dollar basis. The contingent liability for unemployment benefits is
not recognized in the accompanying financial statements. The expense is recognized at the time the District
becomes liable to the State of Michigan for unemployment benefits paid.
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Port Hope Community Schools
Budgetary Comparison Schedule
General Fund
For the Year Ended June 30, 2007

General Fund
Variance Variance
Original Actual

Compared to Compared fo
Final Final

Original Final Increase Actual Favorable
Budget Budget {Decrease} {Unfavorable}

Revenues

Local Sources $492365.00 § 47599250 5 (16,372.50) $476,490.46 5 497.96
Federal Sources 90,550.00 77,333.00 (13,217.00} 77,333.00 0.00
State Sources 620,000.00 563,398.43 (56,601.57) 586,986.77 23,588.34
Interest 2,800.00 7,000.00 4,200.00 6,420.52 (579.48)
Total Revenues 1,205,715.00 1,123,723.93 (81,891.07) 1,147,230.75 23,506.82

Expenditures

Instruction 538,180.00 535,651.14 (2,528.86) 524,273.75 11,377.39
Support Services 629,683.00 535,651.14 (94,231.86) 485,601.85 50,048.29
Other 37,000.00 27,458.23 (9,541.77) 27 458.23 0.00
Total Expenditures 1,205,063.00 1,098,760.51 {106,302.49) 1,037.333.83 61,426.68

Excess of Revenues over Expenditures 652.00 24 963.42 24311.42 _ 109,896.92 84,933.50

Other Financing Sources (Uses)

Operating Transfers in 0.00 0.00
Operating Transfers out (38,000.00) (38,000.00}
Total Other Financing Sources (Uses) (38,000.00) (38.000.00)

Excess of Revenues and Other
Over{Under)Expenditures and Other Us § 652.00 § (13,036.58) 71,886.92 $ B4,833.50

Fund Balance at Beginning of Year 234 857.41

Fund Balance at End of Year 5 306,754.33

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools
General Fund
Schedule of Revenues

For the Year Ended June 30, 2007

Revenues
Current Tax Levy
Donations
Transportation Receipts
Intermediate School District
Miscellaneous
State Aid - Foundation
Special Education
Federal Funds
Title V
Title 1A
Title ID
Raise Grant
Small Rural School Achievement
Interest Income

Total Revenues

449,896.30
9,744,341
207.41
11,917.26
472518
568,570.25
18,416.52
46,757.00
268.00
7,552.00
123.00
5,000.00
17,633.00

6,420.52

$ 114723075

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools General Fund
General Fund
Schedule of Expenditures
For the Year Ended June 30, 2007

Instruction

Elementary
Teacher Salaries 72,246.44
Aid Salaries 19,614.70
Substitute Salaries 1,277.60
Health Insurance 20,496.16
Retirement Benefits 16,068.00
Fica Expenses 7,032.30
Teaching Supplies 4,212.95
Textbooks 3,358.20

Total Elementary 144,308.35

Secondary
Teacher Salaries 175,337.52
Aid Salaries 12,266.11
Substitute Salaries 3,545.19
Health Insurance 39,711.31
Retirement Benefits 30,422.80
Fica Expenses 14,612.30
Travel and Conferences 104.63
Contracted Services 7,830.33
Teaching Supplies 2,757.73
Texthooks 190.64
Equipment Repairs 1,007.80
Dual Enrollment 1,100.00

Total Secondary 286,886.36

Preschoo]
Aide Salaries 7,442.00
Retirement Benefits 1,308.22
Fica Expenses 563.36
Supplies 218.05

Total Preschool 9.535.63

Special Education
Teacher Salaries 34,852.00
Alde Salaries B,547.52
Substitute Salaries 523.12
Health Insurance 15,372,112
Retirement Benefits 7,629.34
Fica Expenses 3,311.14
Supplies 500.00
Travel and Conferences 300.00
Raise 5,000.00
Texthooks 500.00
MiBLSi 5,000.17

Total Special Education 81,545.41

Total Instruction 524,273.75

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools General Fund
General Fund
Schedule of Expenditures
For the Year Ended June 30, 2007

Support Services

Title 1

Title 1 Director 5,500.00
Purchased Services 34,794.00
Title 1 Secretary 1,800.00
Title 1 Retirement Benefits 1,654.39
Title 1 Fica Expenses 726.75
Title 1 Aid Salary 2,200.00

Total Title 1

46,675.14

Voc Ed

Teacher Salaries 11,537.42
Substitute Salaries 20.62
Health Insurance 4,574.68
Retirement Benefits 2,050.40

Fica Expenses 884.19

Total Voc Ed 19,067.31

Drivers Ed

Board of Education

Board Salaries 2,520.00
Legal and Professional Fees 6,147.42
REMC Fees 542,90
Travel and Conferences 100.00
Advertising and Printing 389.72
Liability Insurance 14,407.00
Workers Comp Insurance 4,496,00
Miscellaneous 921.04
Dues and Subscriptions 682.00
Contracted Services . 960.53

Total Board of Education 31,166.61

Executive

Supervisor Salary 42,.381,54
Secretary Salary 41,737.39
Health Insurance 14,001.11
Retirement Benefits 11,743.20
Fica Expense 5,948.57
Travel and Conferences 1,775.00
Telephone 5,314.52
Equipment Repairs 10,948.51
Office Supplies 5,157.75

Dues and Subscriptions ___ 878.00

Total Executive 139,978.59

School Administration
Principal Salary 29,586.90
Health Insurance 7,686.06

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools General Fund
General Fund
Schedule of Expenditures
For the Year Ended June 30, 2007

Fica Expense 2,263.68
Retirement Benefits 5,138.06
Travel and Conferences 49.40
Dues and Subscriptions 340.00

Total Administration 45 074.10

Operating and Maintenance
Custodian Salary 46,635.60
Health Insurance 6,405,05
Retirement Benfits 6,571.64
Fica Expenses 2,908.30
Heating Fuel 31,073.57
Electricity 24,843,685
Water 564.60
Sewer 387.00
Boiler Insurance 592.00
Purchased Seivices 9,252.80
Supplies 8,031.82

Total Operating and Maintenance 137,266.13

Transportation
Driver Salary 25,027.48
Substitute Drivers Salary 580.02
Extra Trips 352.00
Retirement Benefits 4,445,23
Fica Expenses 1,985.87
Testing and Physicals 478.00
Insurance 2,586.00
Labor 4,230.00
Gas Oil and Fuel 12,374,956
Repair Parts 12,582.03
Tires 1,734.38

Total Transportation 66,375.97

Total Support Services 4B5,601.85

Other
Health Supplies 159.07
Distance Learning 22,600.00
Student Transportation 4,200.00
School Improvements 499,16

Total Other 2745823

Total Expenditures 1,037,333.83

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools
Special Revenue Funds
Combined Balance Sheet
June 30, 2007

Athletic Fund Hot Lunch
Fund

Assets

Current Assets
Cash in Bank 1,09290 $ 6,883.10 7.976.00
Inventory 0.00 256.33 256.33
Inventory-USDA 0.00 84.04 84.04
Due From General Fund 0.00 786.14 786.14

Total Assets $ 1,082.90 § 8.009.61 9102.51_

Liabilities and Fund Equity

Liabilities

Fund Equity
Unreserved 1,082.90 8,009.61 9,102.51

Total Fund Equity 1,092,80 8.009.61 9,102.51

Total Liabilities and Fund Equity S 109290 %  BO0DA1 $§ 910251

The accompanying notes are an integral part of the financial staternents.
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Port Hope Community Schools
Combined Statement of Revenues Expenditures and

Change in Fund Balance - Special Revenue Fund
For the Year Ended June 30, 2007

Revenues
Event and Concession Sales
Student Receipts
Adult Receipts
Miscellaneous
State Funds
Federal Funds

Total Revenues

Expenditures
Coachs and AD Wages
Retirement and Fica
Pop Purchases
Supplies
Meals and Travel
Tournaments and Fees
Officials and Referees
Transportation
Food Purchases
Supplies
Repairs
Utilites and Waste Removal
Miscellaneous
Wages and Salaries
Benefits

Total Expenditures

Excess of Revenues over Expenditures

Other Financing Sources (Uses)

Operating Transfers in
Operating Transfers out

Athletic Fund

Hot Lunch

11,245.65
0.00

0.00
B66.92

0.00

Fund

000 3
12,158.94
1,428.50
0.00
4,617.52
23,276.27

Total

11,245.65
12,158.94
1,429.50
866.92
4,617.52
23,276.27

12,112.57

41,482.23

53,5094.80

22,238.08
6,390.22
2,489.91
2,038.55

247.55
3,552.06
9,127.50

—— S.016.75

48,100.62

18,411.87
1,320.94
354.50
594.95
894.70
14,311.60
285241

22,238.08
6,300.22
2,489.91
2,038.55

247.55
3,552.06
9,127.50
3,016.75

18,411.87

1,320.94
354.50
504.95
894.70

14,311.80
2,852.41

38,740.87

B87.841.59

(36,988.05)

38,000.00
0.00

2,741.28

0.00
0.00

(34,246.79)

38,000.00
0.00

38,000.00 0.00 38,000.00

Total Other Financing Sources (Uses)
Excess of Revenues and Other Sources
Over(Under)Expenditures and Other Uses 1,011.85 2,741.26 3,753.21

Fund Balance at Beginning of Year 80.95 5,268.35 5,349.30

Fund Balance at End of Year 1,092.90 B8,005.61 $ 9,102.51

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools
Student Activity Fund
Statement of Revenues Expenditures and Changes in Trust

Balances
For the Year Ended June 30, 2007

Trust Balance Revenues Expenditures Trust Balance
Beginning of End of Year
Year

Memorials L 1,071.00 000 % 0.00 % 1,071.00
Student Council 1,980.31 2,196,43 (2,938.33) 1,238.41
Cheerleaders 271.50 450.00 {443.15) 278.35
Class of 2009 840.67 7,033.20 {2,948.79) 5,025.08
Ciass of 1997 50.00 0.00 0.00 50.00
Class of 2008 4,217.64 8,178.51 {5,957.35) 6,438.80
Class of 1999 461.50 0.00 0.00 461.50
Class of 2000 597.70 0.00 0.00 5§97.70
Class of 2001 {136.00) 0.00 0.00 (136.00)
Class of 2002 0.00 1,639.71 (811.59) 828.12
Class of 2003 0.00 0.00 (312.56) (312.58)
Class of 2004 1,833.08 0.0c {933.43) 899.65
Class of 2006 1563.77 0.00 0.00 153.77
Class of 2007 8,370.13 13,230.83 (20,891.36} 709.60
Weight Equipment 0.00 1,403.66 (1,321.72) 81.94
K 1st and 2nd Grades {0.25) 0.00 0.00 (0.25)
3rd and 4th Grades 4.89 41.20 (41.20) 4.89
* 5th and 6th Grades 2.96 0.00 0.00 2.96
Flower Fund 104.85 85.00 {25.00) 174.85
Future Farmers of America 1,703.13 8,070.45 (7,616.93) 2,156.65
Yearbook 9,732.49 3,225.00 {3,760.39) 8,197.10
Lock fund 166.14 0.00 (166.14) 0.00
PTA (A) 189.22 924,30 (930.93) 182.59
Athletic Program 578,42 0.00 (267.26) 311.186
Miscellaneous 346.21 2,340.43 (1,875.53) 811.11
Little League\Babe Ruth 1,043.30 0.00 0.00 1,043.30
Spirt Wear 21.48 1,331.15 (1,923.97) (571.34)
Tractor Show 6,918.60 26,215.85 {27,138.89) 5,995.56
Drama Ciub 1,538.07 594.00 {(453.48) 1,679.59
Scholarship 798.83 0.00 (955.01) {156.18)
Board of Education 0.00 9,221.98 (9,222.08) {(0.10)
Recreation 705.10 194.07 (285.09) 614.08
Library 389.79 400.89 (372.89) 417.79
Oceanaography 0.00 0.00 (460.75) (480.75)
Basebal\Softball (1,555.69) 1,5665.69 0.00 0.00
Ag Mechanics Fund 294.60 0.00 {294.60) 0.00
Quiz Bowl 0.00 483.00 0.00 483.00
Eiber Scholarship 0.00 628.60 (628.60) 0.00
Track 0.00 13,098.89 (8,613.28) 4,48561
Basketball 137.31 380513 _  {3.603.37) 339.07

4203175 § 10835707 § (105103A7) § A400605

The accompanying notes are an integral part of the financial statements.
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Port Hope Community Schools
2005 Refunding Bonds (General Obligation - Unlimited Tax)
Schedule of Payment Dates, Principal, and Interest Due

June 30, 2007

Payment Principal Interest Interest Total

__Date Due Rate Due Payment
11/01/07 69,576.25 69,576.25
05/01/08 69,576.25 69,576.25
11/01/08 69,576.25 69,676.25
05/01/09 160,000.00 3.500% 69,576.25 229,576.25
11/01/09 66,776.25 66,776.25
05/01/10 170,000.00 3.500% 66,776.25 236,776.25
11/01/10 63,801.25 63,801.25
05/01/11 180,000.00 3.500% 63,801.25 243,801.25
11/01/11 60,651.25 60,651.25
05/01/12 190,000.00 3.750% 60,651.25 250,651.25
11/01/12 57,088.75 57,088.75
05/01/13 195,000.00 5.000% 57,088.75 252,088.75
11/01/13 52,213.75 52,213.75
05/01/14 205,000.00 5.000% 52,213.75 257,213.75
11/01/14 47,088.75 47,088.75
05/01/15 220,000.00 5.000% 47,088.75 267,088.75
11/01/15 41,588.75 41,588.75
05/01/16 225,000.00 4.000% 41,588.75 266,588.75
11/01/16 37,088.75 37,088.75
05/0117 225,000.00 4.000% 37,088.75 262,088.75
11/0117 - 32,5688.75 32,588.75
05/01/18 225,000.00 4.000% 32,588.75 257,688.75
11/01/18 28,088.75 28,088.75
05/01/19 230,000.00 4.000% 28,088.75 258,088.75
11/01/19 23,488.75 23,488.75
05/01/20 230,000.00 4.000% 23,488.75 253,488.75
11/01/20 18,888.75 18,888.75
05/01/21 230,000.00 4.000% 18,888.75 248,888.75
11/01/21 14,288.75 14,288.75
05/01/22 230,000.00 4,100% 14,288.75 244,288.75
11/01/22 9,673.75 9,573.75
05/01/23 230,000.00 4.125% 9,673.75 239,673.75
11/01/23 4,830.00 4,830.00
05/01/24 230,000.00 4.200% 4,830.00 234,830.00

$3,375,000.00
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$1,394,395.00

$4,769,395.00




George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, Ml 48413

September 25, 2007

To the School District
Port Hope Community Schools
Port Hope, Ml 48468

The following comments related to situations that came to my attention during the course of
my recent examination of the Port Hope Community Schools's financial statemenis as of and
for the year ended June 30, 2007, and are submitted for your evaluation and consideration. |
would like to emphasize that, since my examination was conducted for the purpose of
expressing an opinion on the previously referred to financial statements, these comments are
not necessarily all inclusive.

1. ldeal internal control provides for separation of the accounting function from the actual
handling of funds. There should be a separation of the recording function in the books and
records and the actual handling of funds including deposits and disbursements. Due to the
limited staff size, a lack of complete separation of accounting duties was noted. The cost
exceeds the benefit of correcting this weakness, thus management has deemed that a
corrective action is not practicable under the circumstances.

If you would need assistance in implementing the above, | would by happy to assist you.

I want to take this opportunity to thank the Board for selecting me to do your audit, and | want
to thank the School District Officials for their help and assistance during the audit.

truly yours,

oy b oI FC

GeorgeA Zahl, PC
Certified Public Accountant




