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Liewis & Knopt cous pc

Serving You with Trust and Integrity

November 13, 2008
INDEPENDENT AUDITOR’S REPORT

To the Board of Education of
Genesee Intermediate School District

We have audited the accompanying financial statements of the governmental activities, business-type activities, each
major fund, and the aggregate remaining fund information of Genesee Intermediate School District, as of and for the
year ended June 30, 2008, which collectively comprise the School District’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Genesee Intermediate School District’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, business-type activities, each major fund, and the aggregate remaining fund
information of Genesee Intermediate School District as of June 30, 2008, and respective changes in financial position
and cash flows, (where applicable), thereof and the respective budgetary comparison for the General Fund, Special
Education Fund and Career Technical Education Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report under separate cover dated
November 13, 2008 on our consideration of the Genesee Intermediate School District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on 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 important for assessing the results of our audit.

The management’s discussion and analysis and information on pages II - X1, is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United States
of America. We 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Genesee Intermediate School District’s basic financial statements. The additional information on pages 26 - 42 1s
presented for purposes of additional analysis and is not a required part of the basic financial statements. The additional
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.
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GENESEE INTERMEDIATE SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Net (Expense) Revenue and

Program Revenues Changes in Net Assets

Operating
Charges For Grants and Governmental Business-Type
FUNCTIONS/PROGRAMS Expenses Services Contributions Activities Activities Total
Governmental Activities:
Instruction $21,736,483 $0 $0 ($21,736,483) $0 ($21,736,483)
Support Services 43,067,539 2,766,891 28,917,152 (11,383,496) 0 (11,383,496)
Community Services 250,127 0 0 (250,127) 0 (250,127)
Transfers to Local Districts 41,012,951 0 0 (41,012,951) 0 (41,012,951)
Food Service 26,331 33,188 0 6,857 0 6,857
Depreciation - Unallocated 566,560 0 0 (566,560) 0 (566,560)
Total Governmental Activities $106,659,991 $2,800,079 $28,917,152 ($74,942,760) $0 ($74,942,760)
Business-Type Activities:
Local District Services 13,932,492 13,181,688 0 0 (750,804) (750,804)
TOTALS $120,592,483 $15,981,767 $28,917,152 ($74,942,760) ($750,804) ($75,693,564)
General Revenues:
Taxes:
Property Taxes, Levied for General Purposes 43,217,820 0 43,217,820
State Aid 26,049,286 0 26,049,286
Grants and Contributions Not Restricted to
Specific Programs 1,123,372 0 1,123,372
Investment Earnings 1,491,708 136,811 1,628,519
Miscellaneous 3,848,206 158,881 4,007,087
Total General Revenues and Transfers $75,730,392 $295,692 $76,026,084
Change in Net Assets $787,632 ($455,112) $332,520
Net Assets - Beginning - As Restated (Footnote 13) 44,098,858 13,207,417 57,306,275
Net Assets - Ending $44,886,490 $12,752,305 $57,638,795

See accompanying notes to the basic financial statements.
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

4) DEPOSITS AND INVESTMENTS
As of June 30, 2008, the District had the following investments.

Weighted Standard

Average & Poor's
Investment Type Fair value Maturity (Years) Rating %
MILAF External Investment Pool - MICMS $ 6,279,687 0.0027 AAAmM 99.50%
MILAF External Investment Pool - MIMAX 31,845 0.0027 AAAmM 0.50%
TOTAL $ 6,311,532 100.00%

1 day maturity equals 0.0027, one year equals 1.00.

Interest rate risk. In accordance with its investment policy, the District will minimize interest rate risk, which is
the risk that the market value of securities in the portfolio will fall due to changes in market interest rates, by;
structuring the investment portfolio so that securities mature to meet cash requirements for ongoing operations,
thereby avoiding the need to sell securities in the open market; and, investing operating funds primarily in shorter-
term securities, liquid asset funds, money market mutual funds, or similar investment pools and limiting the
average maturity in accordance with the District’s cash requirements.

Credit risk. State law limits investments in commercial paper and corporate bonds to a prime or better rating
issued by nationally recognized statistical rating organizations (NRSROs). As of June 30, 2008, the District’s
investment in the investment pool was rated AAA by Standards & Poor’s and AAA by Moody’s Investors Service.

Concentration of credit risk. The District will minimize concentration of credit risk, which is the risk of loss
attributed to the magnitude of the District’s investment in a single issuer, by diversifying the investment portfolio
so that the impact of potential losses from any one type of security or issuer will be minimized. More than 5% of
the District’s investments are in pooled investment accounts which represents 100% of the District’s total
investments.

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a bank failure, the
District’s deposits may not be returned to it. As of June 30, 2008, $25,956,713 of the District’s bank balance of
$26,256,713 was exposed to custodial credit risk because it was uninsured and collateralized with securities held
by the pledging financial institution’s trust department or agent, but not in the District’s name.

Custodial credit risk — investments. For an investment, this 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.

The District will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by; limiting investments to the types of securities allowed by law; and pre-qualifying the financial
institutions, broker/dealers, intermediaries and advisors with which the District will do business.

Foreign currency risk. The District is not authorized to invest in investments which have this type of risk.

The above amounts as previously report in Note 4:

Deposits — Governmental Funds Including Fiduciary Funds of $103,242 $ 18,016,911
Deposits — Proprietary Fund 5,331,448
Investments — Governmental Funds 6,311,532
TOTAL $ 29,659,891
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

4)

5)

6)

7)

8)

DEPOSITS AND INVESTMENTS (Continued)
The above amounts are reported in the financial statements as follows:

Cash Agency Fund $ 103,242

Cash — District Wide — Governmental Funds 17,913,669

Cash — Proprietary Fund 5,331,448

Investments — District Wide — Governmental Funds 6,311,532

TOTAL $ 29,659,891
PROPERTY TAXES

The School District levies its property taxes on December 1 and various municipalities collect its property taxes
and remit them to the District through February. The delinquent real property taxes of the District are purchased
by the County, and delinquent personal property taxes continue to be collected by the municipalities and recorded
as revenue as they are collected. The county sells tax notes, the proceeds of which have been used to pay the
District for these delinquent real property taxes. These delinquent real property taxes have been recorded as
revenue in the current year.

RECEIVABLES

Receivables at June 30, 2008, consist of taxes, accounts (fees), intergovernmental grants and interest. All
receivables are considered collectible in full due to the ability to foreclose for the nonpayment of taxes, the stable
condition of State programs, and the current year guarantee of federal funds.

A summary of the principal items of intergovernmental receivables (due from other governmental units) follows:

GOVERNMENTAL ACTIVITIES AMOUNT

State Aid $ 4,804,538
Federal Grants 6,525,345
Other Grant Programs & Fees 101,579
TOTAL GOVERNMENTAL ACTIVITIES $ 11,431,462

UNEMPLOYMENT COMPENSATION

The District is subject to the Michigan Employment Security Act and has elected the reimbursement method of
financing. Under this method, the District must reimburse the Employment Commission for all benefits charged
against the District for the year. As of June 30, 2008, the School District had $58,506 of estimated claims payable
in conjunction with the program.

SHORT-TERM DEBT

The District has various options for short-term financing including tax anticipation notes, state aid anticipation
notes and lines of credit. The District entered into no short-term financing arrangements during the fiscal year
ended June 30, 2008.
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

9)

CAPITAL ASSETS
Capital asset activity for the fiscal year ended June 30, 2008, was as follows:

BALANCE BALANCE
JULY 1, 2007 ADDITIONS  DEDUCTIONS  JUNE 30, 2008
GOVERNMENTAL ACTIVITIES
Buildings and Improvements $11,169,924 $815,232 $0 $11,985,156
Land 0 133,744 0 133,744
Land Improvements 1,495,413 3,526,686 0 5,022,099
Furniture and Equipment 7,798,334 182,318 0 7,980,652
Vehicles 770,115 0 0 770,115
Totals at Historical Cost $21,233,786 $4,657,980 $0 $25,891,766
Less: Accumulated Depreciation
Buildings and Improvements (6,467,573) (342,136) 0 (6,809,709)
Land Improvements (407,918) (160,250) 0 (568,168)
Furniture and Equipment (5,785,634) (347,078) 0 (6,132,712)
Vehicles (554,683) (59,152) 0 (613,835)
Total Accumulated Depreciation ($13,215,808) ($908,616) $0 ($14,124,424)
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS - NET $8,017,978 $3,749,364 $0 $11,767,342
BUSINESS - TYPE ACTIVITIES
Furniture and Equipment $6,411,359 $0 $0 $6,411,359
Buses 8,219,239 1,053,380 0 9,272,619
Totals at Historical Cost $14,630,598 $1,053,380 $0 $15,683,978
Less: Accumulated Depreciation
Furniture and Equipment (4,460,809) (928,658) 0 (5,389,467)
Buses (3,254,738) (986,575) 0 (4,241,313)
Total Accumulated Depreciation ($7,715,547) ($1,915,233) $0 ($9,630,780)
BUSINESS - TYPE ACTIVITIES
CAPITAL ASSETS - NET $6,915,051 ($861,853) $0 $6,053,198

Depreciation expense, when appropriate, was allocated to governmental functions. Depreciation expense that was
not allocated appears on the statement of activities as “unallocated”. Depreciation was recorded on the statement

of activities as follows:

Business —
Governmental Type TOTAL
Instruction $ 6,338 $ 2,533 $ 9,371
Support Services 335,218 1,912,700 2,247,918
Unallocated 566,560 0 566,560
TOTAL DEPRECIATION EXPENSE $ 908,616 $1,915,233 $ 2,823,849
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2008

10) SELF INSURANCE POOL
The School District participates in a public entity risk pool (self-insurance pool) for its workers' compensation,
property and casualty, general liability, and boiler insurance. The pool is through the MASB/SET/SEG and is
administered by Corporate Services. The pool provides for reinsurance by various insurance companies at various
levels, depending on the coverage. Should the pool experience significant losses in the aggregate, the School
District may be required to pay additional monies to the pool. At present, the MASB/SET/SEG has not required
additional funds, but rather has issued refunds based on experience gains over experience losses over the last few
years. Premiums for the year ended June 30, 2008 were $617,013 and the School District received a dividend
refund of $38,027.

11)

LONG-TERM LIABILITIES

A)

B)

0

Durant Resolution Package Bonds

Genesee Intermediate School District issued Durant Resolution Bonds on November 24, 1998 in the amount
of $3,150,338 at the interest rate of 4.7613%. The bonds are a legal obligation of the school district but the
annual State of Michigan appropriation is the only revenue source for making the annual debt service
payments on the bonds. If the legislature fails to appropriate the bonds, the district is under no obligation for
payment. The balance at June 30, 2008 was $1,860,159.

Debt service requirements at June 30, 2008, were as follows:
Year Ended Governmental Activities - Durant Bonds
June 30, Principal Interest Total
2009 $175,327 $45,906 $221,233
2010 183,666 37,558 221,224
2011 192,414 28,813 221,227
2012 201,564 19,651 221,215
2013 1,107,188 379,189 1,486,377
JOTAL $1,860,159 $511,117 $2,371,276
Changes in Long-Term Liabilities
Balance Balance Amount Due
Governmental Activities: July 1, 2007 Additions Deductions  June 30,2008 in One Year
Bonds Payable $1,860,159 $0 $0 $1,860,159 $175,327
Compensated Absences Payable 352,821 0 19,426 333,395 0
Jotal Governmental
Activities $2,212,980 $0 $19,426 $2,193,554 $175,327
Business Type Activities
Compensated Absences Payable $55,207 $13,614 $0 $68,821 $0

The payment dates of sick days payable are undeterminable. The interest expenditures on long-term

obligations for the year were $0.
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

12) OPERATING LEASES

13)

14)

Genesee Intermediate School District has entered into several operating leases summarized below:

A) The District entered into a lease agreement with NuWest Associates for the use of space in the Ballenger
Point Shopping Center. The building is being leased at a cost of $9,767 a month for Suite A and $5,574 a
month for Suite B plus tenant expenses and janitorial services. The rent for each subsequent year shall be
determined by Consumer Price Index. The lease term begins on October 1, 2006 and ends on
September 30, 2009. There is an option to renew the lease after the original term has expired.

B) The District entered into a lease agreement with IKON Office Solutions, Inc. for a color copier. The lease
calls for 60 monthly payments of $1,275 and expires April 16, 2012.

The future minimum payments are as follows:

2009 $ 203,541

2010 209,188

2011 15,304

2012 12,753

TOTAL $ 440,786
INTERFUND BALANCES

Interfund balances at June 30, 2008 consisted of the following:

DUE FROM
Special Capital
) Education Projects Enterprise
: Fund Fund Fund Total
2 General Fund $2,909,337 $6,270 $0 $2,915,607
Capital Projects Fund 0 0 711 711
TOTAL $2,909,337 $6,270 $711 $2,916,318

These balances resulted from the time lag between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting systems, and (3) payments
between funds are made.

INTERFUND TRANSFERS
Interfund transfers for the year ended June 30, 2008, consisted of the following:

TRANSFERS FROM
o
N
§ Special
E General Education
% Fund Fund Total
<
E Capital Projects Fund $815,000 $3,000,000 $3,815,000
TOTAL $815,000 $3,000,000 $3,815,000

Transfers were used to finance various capital projects accounted for in other funds in accordance with budgetary
authorizations.
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

15)

16)

17)

DEFINED BENEFIT PENSION PLAN

Plan Description
The School District participates in the Michigan Public School Employees’ Retirement System (MPSERS), a

statewide, cost-sharing, multiple-employer defined benefit public employee retirement system governed by the
State of Michigan that covers substantially all employees of the School District. The MPSERS provides
retirement, survivor and disability benefits to plan members and their beneficiaries. The MPSERS issues a publicly
available financial report that includes financial statements and required supplementary information for the
MPSERS. That report may be obtained by writing to the MPSERS at 7150 Harris Drive, PO Box 30673, Lansing,
MI 48909-8103.

Funding Policy
Employer contributions to the MPSERS result from the implementing effects of the School Finance Reform Act.

Under these procedures, each school 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 pension benefit rate totals 17.74 percent for the period July 1, 2007 through
September 30, 2007 and 16.72 percent for the period October 1, 2007 through June 30, 2008 of the covered payroll
to the plan. Basic plan members make no contributions, but contribute to a member investment plan (MIP) at rates
ranging from 3 percent to 4.3 percent of gross wages. The School District’s contributions to the MPSERS pension
plan for the years ended June 30, 2008, 2007 and 2006 were $5,591,556, $5,391,060 and $4,630,473, respectively.

Postemployment Benefits

Under the MPSERS Act, all retirees participating in the MPSERS pension plan have the option of continuing
health, dental and vision coverage. Retirees having these coverages contribute an amount equivalent to the
monthly cost for Part B Medicare and 10 percent of the monthly premium amount for the health, dental and vision
coverages. Required contributions for postemployment health care benefits are included as part of the School
District’s total contribution to the MPSERS pension plan discussed above.

RISK MANAGEMENT
The District is exposed to various risks of loss in conducting its operations, from property and casualty, theft,
damage to various tort and liability claims and workman's compensation claims. The District limits its exposure to
such claims through its participation in and payments of premiums to SET-SEG, Inc. Insurance Trust. The pool
maintains a loss fund and is also required by the terms of the participation agreement to obtain insurance and
reinsurance as necessary.

The terms of the participation agreement with the pool indicate that, should losses of the pool incurred in a given
coverage period exceed the loss fund and the aggregate excess reinsurance, the fund may access its member
districts on a pro-rata basis to cover excess losses. In past years the loss fund has exceeded the amount necessary
to maintain prudent loss reserves, resulting in annual premium refunds to member districts. The District's
management believes that participation in this pool provides sufficient coverage to protect the District from
significant adverse financial impact.

GOVERNMENTAL REGULATION

Substantially all of the school district’s facilities are subject to federal, state and local provisions regulating the
discharge of materials into the environment. Compliance with these provisions has not had, nor does the school
district expect such compliance to have, any material effect upon the capital expenditures, net revenue in excess of
expenditures or financial condition of the school district. Management believes that its current practices and
procedures for the control and disposition of such wastes comply with applicable federal and state requirements.
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GENESEE INTERMEDIATE SCHOOL DISTRICT - FLINT, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

18) CONTINGENCIES AND COMMITMENTS
The District participates in a number of federally assisted grant programs. These programs are subject to program
compliance audits. The audits of these programs for and including the year ended June 30, 2008, have been
conducted and have been reported in this audit report. However, the compliance audit reports have not yet been
accepted by the grantors. The amount, if any, of expenditures which may be disallowed by the granting agencies
cannot be determined at this time; although the District expects such amounts, if any, to be immaterial.

19) SUBSEQUENT EVENTS
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