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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management's discussion and 
analysis,  required pension schedules, required OPEB schedules, and budgetary comparison information be presented to 
supplement the basic financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context.  We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management's responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
Ogemaw County Road Commission’s basic financial statements.  The individual fund schedules are presented for purposes 
of additional analysis and are not a required part of the basic financial statements.   
 
The individual fund schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements.  Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other records used to prepare 
the basic financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our opinion, the individual fund 
schedules  are fairly stated in all material respects in relation to the basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated January 29, 2021, on our 
consideration of the Ogemaw County Road Commission’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 solely  to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Ogemaw County Road Commission’s internal 
control over financial reporting or on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Ogemaw County Road Commission’s internal control over financial 
reporting and compliance. 
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

           For the Year Ended September 30, 2020 
 
 

Our discussion and analysis of Ogemaw County Road Commission’s financial performance provides an overview 
of the Road Commission’s financial activities for the year ended September 30, 2020.  This annual report consists 
of a series of financial statements.  The Statement of Net Position and the Statement of Activities provide 
information about the activities of the Road Commission and present a long-term view of the Road Commission’s 
finances.  Fund financial statements tell how these services were financed in the short-term, as well as what 
remains for future spending.  Fund financial statements also report the Road Commission’s operations in more 
detail than the government-wide financial statements. 
 

Overview of the Financial Statements 
 
This annual report consists of four parts:  management’s discussion and analysis (this section), the basic financial 
statements, required supplementary information, and an additional section that presents the operating fund 
broken down between primary, local and county funds.  The basic financial statements include two kinds of 
statements that present a different view of the Road Commission: 
 
• The first two statements are government-wide financial statements that provide both long-term and short-term 

information about the Road Commission’s overall financial status.  These statements report information about 
the Road Commission as a whole using accounting methods similar to those used by private-sector 
companies.  The statement of net position includes all of the government’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 government-wide statements report the Road Commission’s net position 
and how it has changed.  “Net position” is the difference between the assets plus deferred outflows of 
resources and the liabilities plus deferred inflows of resources—this is one way to measure the Road 
Commission’s financial health or position. 

 
• The remaining statements are fund financial statements that focus on individual funds; reporting the 

operations in more detail than the government-wide statements. 
 

Reporting the Commission as a Whole 
 

Government -Wide Statements 
 
The statement of net position and the statement of activities report information about the Road Commission, as a 
whole, and about its activities in a way that helps answer the question of whether the Road Commission, as a 
whole, is better off or worse off as a result of the year’s activities.  The statement of net position includes all of the 
Road Commission’s assets, deferred outflows of resources, and liabilities using the accrual basis of accounting, 
which is similar to the accounting method used by most private-sector companies.  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. 
 
 
 

-
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

           For the Year Ended September 30, 2020 
 
 

Reporting the Commission as a Whole (Continued) 
 

The two statements, mentioned above, report the Road Commission’s net position and how it has changed.  Over 
time, increases or decreases in the Road Commission’s net position are one indicator of whether its financial 
health is improving or deteriorating, respectively.  To assess the overall health of the Road Commission, 
additional nonfinancial factors such as changes in the condition of the Road Commission’s roads, and changes in 
the law related to the gas taxes and its distribution need to be considered. 
 
Fund Financial Statements 
 
The Road Commission uses funds to maintain its financial records during the year.  A fund is defined as a fiscal 
and accounting entity with a self-balancing set of accounts.  There are two categories of funds:  Governmental 
and Fiduciary.   
 
Governmental Funds: 
Governmental funds focus on how money flows into and out of this fund and the balances left at year end that are 
available for spending.  This fund is reported using an accounting method called modified accrual accounting, 
which measures cash and all other financial assets that can readily be converted to cash.  The governmental fund 
statements provide a detailed short-term view of the Road Commission’s general governmental operations and 
the basic service it provides.  Governmental fund information helps the reader to determine whether there are 
more or fewer financial resources that can be spent in the near future to finance the Road Commission’s services.  
We describe the relationship (or differences) between governmental activities (reported in the statement of net 
position and the statement of activities) and the governmental fund in a reconciliation following the fund financial 
statements.  
 
Fiduciary Funds: 
Fiduciary fund reporting focuses on net position and changes in net position.  The Road Commission’s trust fund 
accumulates resources for postemployment benefit payments for the Road Commission’s retired employees. 
 

Financial Analysis of the Road Commission as a Whole 
 

The Road Commission’s net position increased by $697,051, from $34,712,798  to $35,409,849 , for the year 
ended September 30, 2020.  The net position and change in net position are summarized below. 
 
Net Position 
 
Restricted net position is the net position that has constraints placed on it by either: a) externally imposed by 
creditors, grantors, contributors, or laws or regulations of other governments; or b) imposed by law through 
constitutional provisions or enabling legislation.  Enabling legislation authorizes the government to assess, levy, 
and charge or otherwise mandate payment of resources and includes a legally enforceable requirement that 
those resources be used only for the specific purpose stipulated in the legislation.  As such, all assets (except for 
net investment in capital assets) are considered restricted. 
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

           For the Year Ended September 30, 2020 
 
 

Financial Analysis of the Road Commission as a Whole (Continued) 
 

The restricted net position increased by $335,200 during 2020 and in now out of deficit by $27,426.  The largest 
drag on restricted  net position is related to the implementation of GASB Statement No. 68, Accounting and 
Financial Reporting for Pensions in 2015.  Due to the fact that the Road Commission has a defined benefit 
pension plan, they were required to recognize their unfunded pension benefit obligation as a liability for the first 
time in 2015.  This resulted in a net pension liability of $4,935,730 less deferred outflows of resources related to 
pensions of $1,739,288 as of September 30, 2020.  The increase in restricted net position in the current year is 
due to revenues exceeding expenses in the current year.  Large fluctuations are discussed in greater detail in 
“The Road Commission ’s Fund” section  found later in Management ’s Discussion and Analysis.  
 
Net investment in capital assets increased by $361,851.  The increase in net investment in capital assets is the 
result of current year additions of $2,061,507 and payments on installment purchases payable of $90,083, offset 
by current year depreciation expense of $1,785,947 and the disposition of road equipment with a remaining book 
value of $3,792. 
 
Net position as of September 30, 2020 and 2019 follows: 
 

 TABLE 1 
NET POSITION 

 
 September 30, 2020 September 30, 2019   
 
Current and Other Assets  $ 4,538,403  $ 4,319,172  
Capital Assets - Net  35,493,066   35,221,298  
 Total Assets  40,031,469   39,540,470  
 
Deferred Outflows of Resources  1,796,948   1,630,239  
 
Current and Other Liabilities 730,669   590,754  
Noncurrent Liabilities  5,618,437   5,780,814 
 Total Liabilities   6,349,106  6,371,568 
 
Deferred Inflows of Resources  69,462  86,343 
 
Net Position 
 Net Investment in Capital Assets 35,382,423   35,020,572  
 Restricted (Deficit)              27,426                  (307,774)     
 
Total Net Position $ 35,409,849 $ 34,712,798  
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

          For the Year Ended September 30, 2020 
 
 

Financial Analysis of the Road Commission as a Whole (Continued) 
 

Changes in Net Position 
 
Total net position increased by $697,051 during the current fiscal year. 
  

 TABLE 2 
CHANGES IN NET POSITION 

 
 YEARS ENDED SEPTEMBER 30, 2020 AND 2019 
 
   Governmental  Governmental  
    Activit ies 2020     Activities 2019              
Program Revenue 
 Operating Grants and Contributions $ 5,349,557  $ 6,130,664  
 Capital Grants and Contributions  431,332   567,838 
 Charges for Services  1,235,801   1,073,127  
 
General Revenue 
 Investment Earnings  30,655  47,447 
 Reimbursements   8,404  31,572 
 Miscellaneous  5,065  44,053 
 Gain on Equipment Disposal 
  and Sale of Other Capital Assets  27,029  191 
   Total Revenue  7,087,843   7,894,892  
 
Expenses  
 Public Works  6,387,628   6,797,295  
 Interest and Fees on Long-Term Debt  3,164  1,117 
  Total Expenses  6,390,792  6,798,412 
 
Change in Net Position  697,051   1,096,480  
 
Beginning Net Position  34,712,798  33,616,318  
 
Ending Net Position $ 35,409,849  $ 34,712,798  
 
The Road Commission’s Fund 
 
The Road Commission’s general operating fund is used to control the expenditures of Michigan Transportation 
Fund monies distributed to the county, which are earmarked by law for road and highway purposes. 
 
For the year ended September 30, 2020, the fund balance of the general operating fund increased by $36,538.  
Total operating revenues were $7,045,065, a decrease of $849,827 from the prior year. State aid decreased by 
$407,933 and contributions  from local units decreased by $552,458. Total expenditures were $7,008,527,  a 
decrease of $245,687 as compared to the prior year.  Public Works expenditures and Net Capital Outlay 
expendi tures decreased by $116,394 and $133,093, respectively, from the prior year. 
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OGEMAW COUNTY ROAD COMMISSION     

 
  Management’s Discussion and 

Analysis  
 For the Year Ended September 30, 2020 

 
 

Financial Analysis of the Road Commission as a Whole (Continued) 
 

A summary of changes in the Operating Fund is as follows: 
 

   Operat ing Fund Operating Fund 
 September 30, 2020 September 30, 2019   
Revenues  
 Licenses and Permits $ 46,370 $ 51,025 
 State Aid  5,100,599   5,508,532  
 Contributions From Local Units  637,512   1,189,970  
 Charges for Services  1,189,431   1,022,102   
 Interest   30,655  47,447 
 Other Revenue  40,498  75,816 
Total Revenues  7,045,065   7,894,892 
 
Expenditures  
 Public Works  6,864,108   6,980,502  
 Net Capital Outlay  51,172  184,265 
 Debt Service: 
  Principal   90,083  88,330 
  Interest and Fiscal Charges   3,164  1,117 
Total Expenditures   7,008,527   7,254,214   
 
Net Change in Fund Balance  36,538  640,678  
 
Fund Balance – Beginning   3,728,418   3,087,740  
 
Fund Balance – Ending $ 3,764,956 $ 3,728,418  
 

Budgetary Highlights 
 
Prior to the beginning of any year, the Road Commission’s budget is compiled based upon certain assumptions 
and facts available at that time. During the year, the Road Commission board acts to amend its budget to reflect 
changes in these original assumptions, facts and/or economic conditions that were unknown at the time the 
original budget was compiled. In addition, by policy, the board reviews and authorizes large expenditures when 
requested throughout the year. 
 
The final amended revenue budget for 2020 was $612,276 less than the original budget. This was largely the 
result  of flood damage encountered in the Spring of 2020, causing the Local Federal Fund Exchange Program 
project and revenue to shift from fiscal year 2020 to fiscal year 2021. The actual revenue recognized during 2020 
was higher  than the final amended budget by $52,317. See Exhibit N for details. The final amended expenditure 
budget for 2020 was $38,840 greater than the original budget. Fluctuations  in a variety of areas positively and 
negatively affected the difference. The actual expenditures recognized during 2020 were less than the final 
amended budget by $436,858, which was primarily the result of local road maintenance  and primary road 
maintenance during the year costing substantially  less than anticipated in the budget. See Exhibit O for details. 
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

           For the Year Ended September 30, 2020 
 
 

Capital Asset and Debt Administration 
Capital Assets 
 

As of September 30, 2020, the Road Commission had invested $56,645,195  in capital assets.  This amount 
represen ts a net decrease (including additions and deductions) of $640,692 or 1.12% as follows: 
 

 September 30, 2020 September 30, 2019   
      
Capital Assets Not Being Depreciated  
 Land and Improvements  $ 140,493 $ 140,493 
 Infrastructure – Land Improvements  25,177,659   24,406,826   
                             
Subtotal     25,318,152   24,547,319  
 
Capital Assets Being Depreciated 
 Buildings  1,571,241  1,528,834  
 Equipment - Road  8,459,576   8,225,348  
 Equipment - Shop  189,122  185,416  
 Equipment - Office  191,326  188,437  
 Equipment - Engineer’s   2,962  2,962 
 Equipment - Yard  300,553  292,231 
 Infrastructure - Bridges   2,364,092   2,364,092   
 Infrast ructure - Roads  18,248,171   19,951,248  
Subtotal   31,327,043   32,738,568  
 
Total Capital Assets  56,645,195   57,285,887  
 
Total Accumulated Depreciation  (21,152,129 )  (22,064,589 )  
 
Total Net Capital Assets $ 35,493,066  $ 35,221,298   
 
This year’s capital asset additions included the following: 
 
Infrastructure – Land Improvements  $ 770,833  
Various Resurfacing Projects  606,701  
Trucks/Equipment   626,649  
Yard & Storage Improvements  8,322 
Buildings   42,407 
Office Equipment  2,889 
Shop Equipment  3,706 
 
Total Additions  $ 2,061,507  
 
The infrastructure is financed through federal, state and local contributions.   
 
During 2020, the Road Commission sold and/or disposed of road equipment of $392,421 with accumulated 
depreciation of $388,629. During the year, the Road Commission also removed fully depreciated infrastructure of 
$2,309,778 from its capital assets.   
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OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis 

           For the Year Ended September 30, 2020 
 

Capital Asset and Debt Administration (Continued) 
 

Long-Term Liabilities  
 
At year’s end, long-term liabilities amounted to $309,357. Such debt is composed of Compensated Absences 
(accumulated vested vacation benefits payable and contingent liability for the accumulated sick leave benefits of 
its employees) and Installment Purchase Agreements.  An expanded and detailed presentation may be seen in 
Note 6 of the audit, notes to financial statements. 
 
Net Pension Liabilit y 
 
At September 30, 2020, the Road Commission’s Net Pension Liability amounted to $4,935,730 .  This constitutes 
their unfunded pension benefit obligation as of the measurement date of the Municipal Employees’ Retirement 
System Plan.  Additiona l information on this can be found in Note 7 of this report. 
 
Net OPEB Liability 
 
At September 30, 2020, the Road Commission’s Net OPEB Liability amounted to $373,350.  This constitutes their 
unfunded OPEB benefit obligation as of the measurement date of the Ogemaw County Road Commission Retiree 
Medical  Plan.  Additional information on this can be found in Note 8 of this report. 
 

Economic Factors and Next Year’s Budget 
 
The Board of County Road Commissioners considered many factors when setting the fiscal year 2020 budget. 
One of the factors is the economy. The Road Commission derives approximately 71% of its revenues from the 
fuel tax collected. The Road Commission also received approximately 15% of its revenues from contributions 
from local units of government during 2020. This amount fluctuates with the approved road projects and depends 
on what and how much the local governments can afford to participate. In 2021, the contributions from local units 
of government are estimated to be approximately $1,006,431. During 2021, the Road Commission expects to 
receive $488,000 in federal and state aid for road projects. 
 
The Board realizes and the reader should understand that there are not sufficient funds available to repair and/or 
rebuild every road in Ogemaw County’s transportation system; therefore, the board attempts to spend the public’s 
money wisely and equitably and in the best interest of the motoring public and the citizens of Ogemaw County. 
 
 

Contacting the Commission’s Financial Management 
 
This financial report is designed to provide the motoring public, citizens and other interested parties a general 
overview of the Road Commission’s finances and to show the Road Commission’s accountability for the money it 
receives.  If you have any questions about this report or need additional financial information, contact the 
administrative office at 1250 S. M-33, P.O. Box 157, West Branch, Michigan. 
 
 
 
 
 
 
 
 
 
 

 



Governmental

Activities

Assets

Cash and Cash Equivalents 1,487,511$           

Investments 1,222,468             

Accounts Receivable: 

  State Trunkline Maintenance 185,729                

  State Department of Transportation:

    Michigan Transportation Fund 938,259                

    Other 117,817                

  Due on County Road Agreements 42,778                  

  Sundry Accounts 9,917                    

Prepaid Item - Insurance 33,337                  

Inventories: 

  Equipment Materials and Parts 278,728                

  Road Materials 221,859                

Noncurrent Assets:

  Capital Assets Not Being Depreciated 25,318,152           

  Capital Assets, Net of Accumulated Depreciation 10,174,914           

  Total Assets 40,031,469           

Deferred Outflows of Resources

Deferred Amounts Related to Pensions 1,739,288             

Deferred Amounts Related to OPEB 57,660                  

  Total Deferred Outflows of Resources 1,796,948             

Liabilities

Current Liabilities:

  Accounts Payable 45,509                  

  Accrued Liabilities 24,084                  

  State Trunkline Equipment Advance 218,136                

  Unearned Revenue - Sale of Federal Aid 427,893                

  Unearned Revenue - State Grants 15,047                  

Noncurrent Liabilities:

Due Within One Year 91,881                  

Due in More than One Year 217,476                

Net OPEB Liability 373,350                

Net Pension Liability 4,935,730             

  Total Liabilities 6,349,106             

Deferred Inflows of Resources

Deferred Amounts Related to OPEB 69,462                  

Net Position

Net Investment in Capital Assets 35,382,423           

Restricted For County Roads 27,426                  

Total Net Position 35,409,849$         

September 30, 2020

EXHIBIT A
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF NET POSITION

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

Program Expenses:  
Primary Road Maintenance 1,354,214$        
Local Road Maintenance 3,403,331          
Net Equipment Expense 49,339               
Net Administrative Expense 341,288             
Compensated Absences 11,098               
Infrastructure Depreciation 1,156,938          
Interest and Fees on Long-Term Debt 3,164                 
Other 71,420               

Total Program Expenses 6,390,792          

Program Revenue:
Operating Grants and Contributions:

Michigan Transportation Funds 5,030,599          
Contributions from Local Units 318,958             

Capital Grants and Contributions:
State Grants 70,000               
Contributions from Local Units 361,332             

Charges for Services:
Charges for Services 1,189,431          
Licenses and Permits 46,370               

Total Program Revenue 7,016,690          

Net Program Revenue (Expenses) 625,898             

General Revenue:
Investment Earnings 30,655               
Reimbursements 8,404                 
Miscellaneous 5,065                 
Gain on Equipment Disposal and Sale of Other Capital Assets 27,029               

Total General Revenue 71,153               

Change in Net Position 697,051             

Net Position - Beginning of Year 34,712,798        

Net Position - End of Year 35,409,849$      

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2020

EXHIBIT B
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

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

Fund

Assets
Cash and Cash Equivalents 1,487,511$        
Investments 1,222,468          
Accounts Receivable:

State Trunkline Maintenance 185,729             
State Department of Transportation:

Michigan Transportation Fund 938,259             
Other 117,817             

Due on County Road Agreements 42,778               
Sundry Accounts 9,917                 

Prepaid Item - Insurance 33,337               
Inventories:

Equipment Materials and Parts 278,728             
Road Materials 221,859             

Total Assets 4,538,403$        

Liabilities
Accounts Payable 45,509$             
Accrued Liabilities 24,084               

   State Trunkline Equipment Advance 218,136             
Unearned Revenue - Sale of Federal Aid 427,893             
Unearned Revenue - State Grants 15,047               

Total Liabilities 730,669             

Deferred Inflows of Resources

Unavailable Revenue - Township Contributions 42,778               

Fund Equity
Fund Balance:

Nonspendable:
Prepaid Items - Insurance 33,337               
Inventory 500,587             

Restricted for:
County Roads 3,231,032          

Total Fund Equity 3,764,956          

Total Liabilities and Fund Equity 4,538,403$        

GOVERNMENTAL FUND
September 30, 2020

EXHIBIT C
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

BALANCE SHEET

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

- 12 -



EXHIBIT D

Total Governmental Fund Balance 3,764,956$        

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

  
Capital assets used in governmental activities are not financial resources  

and therefore are not reported as assets in the governmental fund.  Capital  
assets at year end consist of:

Capital Asset Cost 56,645,195$      
Capital Asset Accumulated Depreciation (21,152,129)       

 35,493,066        

Other assets are not available to pay for current period expenditures and,
therefore, are unavailable in the governmental funds:

Township Contributions 42,778               

Governmental funds report actual pension and OPEB expenditures for the 
fiscal year, whereas the governmental activities will recognize the net 
pension liability and net OPEB liability as of the measurement date. 
Pension and OPEB contributions subsequent to the measurement date
will be deferred in the statement of net position. In addition, resources 
related to changes of assumptions, differences between expected and
actual experience, and differences between projected and actual pension
and OPEB plan investment earnings will be deferred over time in the
government-wide financial statements. These amounts consist of:

Deficit Investment Returns - Pension 25,511               
Employer Pension Contributions 880,486             
Changes in Assumptions - Pension 275,158             
Differences Between Expected and Actual Experience - Pension 558,133             
Excess Investment Return - OPEB (259)                   
Changes in Assumptions - OPEB (69,203)              
Differences Between Expected and Actual Experience - OPEB 57,660               

1,727,486          

Long-term liabilities are not due and payable in the current period  
and, therefore, are not reported as liabilities in the governmental
fund.  Long-term liabilities at year end consist of:

Installment Purchase Agreements Payable (110,643)            
Net OPEB Liability (373,350)            
Net Pension Liability (4,935,730)         
Compensated Absences Payable (198,714)            

Total Long-Term Liabilities (5,618,437)         

  
Total Net Position - Governmental Activities 35,409,849$      

September 30, 2020

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO
NET POSITION OF GOVERNMENTAL ACTIVITIES

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

Fund

Revenue
Licenses and Permits  46,370$             
State Aid 5,100,599          
Contributions from Local Units 637,512             
Charges for Services 1,189,431          
Interest 30,655               
Other Revenue 40,498               

Total Revenue 7,045,065          

Expenditures
Public Works 6,864,108          
Net Capital Outlay 51,172               
Debt Service:
   Principal 90,083               
   Interest and Fiscal Charges 3,164                 

   Total Expenditures 7,008,527          

Net Change in Fund Balance 36,538               
 

Fund Balance - Beginning of Year 3,728,418          

Fund Balance - End of Year 3,764,956$        

 

CHANGES IN FUND BALANCE
GOVERNMENTAL FUND

For the Year Ended September 30, 2020

EXHIBIT E
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND 

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

Total Net Change in Fund Balance - Governmental Fund 36,538$             

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

  
The governmental fund reports capital outlays as expenditures.  However, in the  

statement of activities, the cost of those assets is allocated over their  
estimated useful lives as depreciation expense.  

Capital Outlay 2,061,507$        
Depreciation Expense (1,785,947)         
Loss on Disposal of Capital Assets (3,792)                

271,768             

Receivables not currently available are reported as revenue when collected
or when currently available in the fund financial statements but are recognized
as revenue when earned in the government-wide financial statements:

   Township Contributions 42,778               

Principal repayments on long-term debt are reported as expenditures in the
governmental fund, but the repayment reduces the long-term liabilities in
the statement of net position. The amount of repayments reported as 
expenditures in the governmental fund consist of:
   Installment Purchase Agreement Payable 90,083               

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in the governmental fund:

Net Change in Net Pension Liability and Related Deferred Inflows/Outflows
    of Resources 218,303             
Net Change in Net OPEB Liability and Related Deferred Inflows/Outflows of
    Resources 48,679               
Net Change in Accrued Compensated Absences (11,098)              

255,884             

Change in Net Position of Governmental Activities 697,051$           

TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2020

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND

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

- 15 -



EXHIBIT G

Retiree
Health Care

Trust

Assets
Cash and Cash Equivalents 420$                  
Investments 81,973               

Total Assets 82,393               

Liabilities 0                        

Net Position 82,393$             

September 30, 2020

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUND

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

Retiree
Health Care

Trust

Additions
Contributions:

Employer 71,541$             
Investment Income:

Net Increase in the Fair Value of Investments 3,857                 

Total Additions 75,398               

Deductions
Benefit Payments 46,541               

Net Increase (Decrease) in Fiduciary Net Position 28,857               

Net Position - Beginning of Year 53,536               

Net Position - End of Year 82,393$             

For the Year Ended September 30, 2020

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUND

The accompanying notes to financial statements are an integral part of this statement.
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 EXHIBIT  I 
 Page       1 

OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of the Ogemaw County Road Commission conform to accounting principles generally 
accepted in the United States of America (GAAP) applicable to governmental units.  The Road Commission is 
considered to be a local government unit.  The following is a summary of the significant accounting policies.  

 
 A. Reporting Entity 
 
  The Ogemaw County Road Commission is, for financial reporting purposes, within generally accepted 

accounting principles, a discrete component unit of Ogemaw County and has been combined with Ogemaw 
County's financial statements. 

 
  The Road Commission’s reporting entity applies all relevant Governmental Accounting Standards Board 

(GASB) pronouncements.  All activities over which the Road Commission exercises oversight responsibility 
have been included in the reporting entity.  Oversight responsibility is determined by factors such as financial 
interdependency, selection of governing authority, designations of management, ability to significantly 
influence operations, and accountability for fiscal matters of the entity. 

 
  The Road Commission Operating Fund is used to control the expenditures of Michigan Transportation Fund 

money distributed to the County, which is earmarked by law for street and highway purposes.  The Board of 
County Road Commissioners is responsible for the administration of the Road Commission Operating Fund. 

 
 B. Fund Accounting 
 

The Road Commission uses funds to maintain its financial records during the fiscal year.  Fund accounting 
is designed to demonstrate legal compliance and to aid management by segregating transactions related 
to certain Road Commission functions or activities.  A fund is defined as a fiscal and accounting entity with 
a self-balancing set of accounts.  There are two categories of funds: governmental and fiduciary. 

 
 Governmental Funds 

Governmental funds focus on the sources, uses and balances of current financial resources.  Expendable 
assets are assigned to the various governmental funds according to the purposes for which they may or 
must be used.  Current liabilities are assigned to the fund from which they will be paid.  The difference 
between governmental fund assets and liabilities is reported as fund balance.  The following is the Road 
Commission’s major governmental fund: 
 
General Operating Fund – This fund accounts for all financial resources.  Revenues are derived primarily 
from State and Federal sources.  
 
Fiduciary Funds 
Fiduciary fund reporting focuses on net position  and changes in net position .  The Road Commission’s 
fiduciary fund consists of a trust fund which is custodial in nature and does not involve measurement of 
results  of operations.  The trust fund is used to accumulate resources for postemployment benefit 
payments for the Road Commission’s retired employees. 

 
C. Basis of Presentation 

 
The Road Commission’s basic financial statements consist of government-wide financial statements, 
including a statement of net position  and a statement of activities, and fund financial statements which 
provide a more detailed level of financial information. 
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     EXHIBIT  I 
     Page 2 

OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

C. Basis of Presentation (Continued)  
 
Government -wide Financial Statements 
 
The statement of net position  and the statement of activities display information about the Road 
Commission as a whole.  These statements include the financial activities of the primary government, 
except for fiduciary funds.  The statements distinguish between those activities of the Road Commission 
that are governmental and those that are considered business-type activities.  The Road Commission does 
not currently have any business-type activities. 
 
The government-wide statements are prepared using the economic resources measurement focus.  This 
differs from the manner in which governmental fund financial statements are prepared.  Governmental fund 
financial statements therefore include reconciliations with brief explanations to better identify the 
relationship between the government-wide statements and the statements for the governmental fund. 

 
The government-wide statement of activities presents a comparison between direct expenses and program 
revenues for each function or program of the Road Commission’s governmental activities.  Direct 
expenses  are those that are specifically associated with a service, program or department and are 
therefore clearly identifiable to a particular function.  Program revenues include charges paid by the 
recipient of the goods or services offered by the program and grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular program.  Revenues that are not classified 
as program revenues are presented as general revenues of the Road Commission, with certain limited 
exceptions.  The comparison of direct expenses with program revenues identifies the extent to which each 
governmental function is self-financing or draws from the general revenues of the Road Commission. 

 
Net position is reported as restricted when constraints placed on net position  use are either externally 
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of 
other governments or imposed by law through constitutional provisions or enabling legislation.  The net 
position  restricted for other purposes result from special revenue funds and the restrictions on their net 
position  use.  Restricted net position is used first to fund appropriations before unrestricted net position is 
used. 
 
Fund Financial Statements 
 
Fund financial statements report detailed information about the Road Commission.  The focus of 
governmental fund financial statements is on major funds rather than reporting funds by type.  Each major 
fund is presented in a separate column.  The Road Commission’s general operating fund is considered a 
major fund.  Fiduciary funds are reported by type and are excluded from the government-wide financial 
statements.  
 
The accounting and reporting treatment applied to a fund is determined by its measurement focus.  The 
governmental fund type is accounted for using the modified accrual basis of accounting and the current 
financial resources measurement focus.  The financial statements for the governmental fund are a balance 
sheet, which generally includes only current assets and current liabilities, and a statement of revenue, 
expenditures and changes in fund balances, which reports on the sources (i.e., revenues and other 
financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.  
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  

 
D. Basis of Accounting 
 

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the financial statements.  Government -wide financial statements are prepared using the accrual basis of 
accounting.  The governmental fund uses the modified accrual basis of accounting. Differences in the 
accrual and modified accrual basis of accounting arise in the recognition of revenue, the recording of 
unavailable revenue and in the presentation of expenses versus expenditures. 
 
Revenue – Exchange and Non-exchange Transactions 
 
Revenue resulting from exchange transactions, in which each party receives essentially equal value, is 
recorded on the accrual basis when the exchange takes place.  On a modified accrual basis, revenue is 
recognized in the fiscal year in which the resources are measurable and available.  Available  means that 
the resources will be collected within the current fiscal year or are expected to be collected soon enough 
thereafter to be used to pay liabilities of the current fiscal year.  For the Road Commission, available 
means expected to be received within sixty days of the fiscal year-end. 
 
Nonexchange transactions, in which the Road Commission receives value without directly giving equal 
value in return, include grants, entitlements and donations.  Revenue from grants, entitlements and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Road Commission 
must provide local resources to be used for a specified purpose, and expenditure requirements, in which 
the resources are provided to the Road Commission on a reimbursement basis.  On a modified accrual 
basis, revenues from nonexchange transactions must also be available before it can be recognized. 
 
Under the modified accrual basis, the following revenue sources are considered to be both measurable 
and available at fiscal year-end:  charges for services, interest, grants and rentals. 
 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of financial position will sometimes report a separate section for 
deferred outflows of resources.  This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be recognized as 
an outflow of resources (expense/expend iture) until that time. 
 
In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources.  This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as 
an inflow of resources (revenue) until that time.  
 
Expenses/Ex penditures  
 
On the accrual basis of accounting, expenses are recognized at the time they are incurred.  The 
measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses.  Expenditures are generally recognized in the accounting period in 
which the related fund liability is incurred, if measurable.  Allocations of cost, such as depreciation, are not 
recognized in governmental funds. 
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 
 E. Other 
 
  Cash and Cash Equivalents and Investments 
 

  For presentation on the financial statements, investments in cash management pools and investments with 
an original maturity of three months or less at the time they are purchased by the Road Commission are 
considered to be cash equivalents.  Investments with an initial maturity of more than three months are 
reported as investments.  Investments are stated at fair market value. 

 
  Receivables  
 
  Receivables at September 30, 2020 consist of accounts (fees), intergovernmental grants and county road 

agreements.  All receivables are considered collectible in full.  Receivables are recognized to the extent the 
amounts are determined material and substantiated, not only by supporting documentation but also by a 
reasonable systematic method of determining their existence, completeness, valuation, and collectability.  

 
  The allowance for doubtful accounts at September 30, 2020 was $0. 
 
  Prepaid Items 
 
  Certain payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items 

in both the government-wide and fund financial statements.   
 

  Inventor ies 
 
  Inventories are stated at cost as determined on the first-in, first-out method of accounting.  Inventory items 

are charged to road construction, maintenance, equipment repairs, and operations as used. 
 

Capital Assets 
 
Capital assets, which include property, plant, equipment, infrastructure assets (e.g. roads, bridges and 
similar items), are reported in the operating fund in the government-wide financial statements.  Capital 
assets are defined by the Road Commission as assets with an initial individual cost of more than $500 and 
an estimated useful life in excess of one year.  With one exception, any piece of equipment with a 
Schedule C equipment rental rate must be classified as a capital asset regardless of value.  Such assets 
are recorded at historical cost or estimated historical cost if purchased or constructed.  Donated capital 
assets are recorded at estimated fair market value at the date of donation. 
 
Depreciation is computed on the sum-of-the-years’-digits method for road equipment and straight-line 
method for all other assets.  The depreciation rates are designed to amortize the cost of the assets over 
their estimated useful lives as follows: 
 
Building  20 to 50 years 
Equipment  - Road 5 to 8 years 
Equipment  - Shop 10 years 
Equipment  - Office 3 to 10 years 
Equipment  - Engineer ’s 10 years 
Yard Equipment - Yard 10 to 30 years 
Infrastr ucture – Bridges  12 to 50 years 
Infrastructure  – Roads  8 to 30 years 
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
   
 E. Other (Continued)  
  
  Compensated Absences 

 
The Road Commission reports compensated absences in accordance with the provisions of GASB 
Statement No. 16, “Accounting for Compensated Absences.”  Sick leave benefits are accrued as a liability 
using the vesting method.  An accrual for earned sick leave is made based on accumulated sick leave and 
wage rates at year-end, taking into consideration limits specified in the Commission’s termination policy. 
 
The entire compensated absences liability is reported on the government-wide financial statements.  On 
the governmental fund financial statements, compensated absences are recognized as a liability and 
expenditure to the extent payments come due each period upon the occurrence of employee resignations 
and retirements.  These amounts are recorded in the account “Accrued Compensated Absences Payable” 
in the fund from which the employees who have accumulated leave are paid.  The noncurrent portion of 
the liability is not reported in the governmental fund financial statements. 

 
   Accrued Liabilities and Long-Term Obligations 

 
All payables, accrued liabilities and long-term obligations are reported in the government -wide financial 
statements.  In general, payables and accrued liabilities that will be paid from the governmental fund are 
reported as a liability in the fund financial statements at the time they are incurred, to the extent that they 
will be paid from current, expendable, financial resources.  However, bonds and other long-term 
obligations, compensated absences, claims and judgments, contractually required pension contributions 
and special termination benefits that are paid from governmental funds are recognized as liabilities in the 
fund financial statements only to the extent that they are due for payment during the current year.       
 

 Net Position  
 

Net position represents the difference between assets and deferred outflows of resources less liabilities 
and deferred inflows of resources.  The Road Commission reports three categories of net position as 
follows:  
 

Net investment in capital assets - consists of net capital assets reduced by outstanding balances of any 
related debt obligations and deferred inflows of resources attributable to the acquisition, construction, or 
improvement of those assets and increased by balances of deferred outflows of resources related to 
those assets. 
 
Restricted net position - net position is considered restricted if their use is constrained to a particular 
purpose.  Restrictions are imposed by external organizations such as federal or state laws or buyers of 
the Road Commission's bonds.  Restricted net position is reduced by liabilities and deferred inflows of 
resources related to the restricted assets. 
 
Unrestri cted net position - consists of all other net position that does not meet the definition of the above 
two components and is available for general use by the Road Commission. 

 
When an expense is incurred for purposes for which both restricted and unrestricted net position are 
available, management applies restricted net position first, unless a determination is made to use 
unrestricted net position.  The Road Commission’s policy concerning which to apply first varies with the 
intended use and legal requirements.  Management typically makes this decision on a transactional basis 
at the incurrence of the expenditure. 

- 22 - 



     EXHIBIT  I 
     Page       6 

OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
  
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
   
 E. Other (Continued)  

 
Fund Balances 
 
In the fund financial statements, governmental funds report aggregate amounts for five classifications of 
fund balances based on the constraints imposed on the use of these resources.  The nonspendable fund 
balance classification includes amounts that cannot be spent because they are either (a) not in spendable 
form—pre-paid items or inventories; or (b) legally or contractually required to be maintained intact. 
 
The spendable portion of the fund balance comprises the remaining four classifications: restricted, 
committed, assigned, and unassigned. 
 

Restricted fund balance.  This classification reflects the constraints imposed on resources either (a) 
externally by creditors, grantors, contributors, or laws or regulations of other governments; or (b) 
imposed by law through constitutional provisions or enabling legislation. 

 

Committed fund balance.  These amounts can only be used for specific purposes pursuant to 
constraints imposed by formal action of the Board of County Road Commissioners—the Road 
Commission ’s highest level of decision making authority.  Committed amounts cannot be used for any 
other purpose unless the Board of County Road Commissioners removes the specified use by taking 
the same type of action imposing the commitment.  This classification could also include contractual 
obligations to the extent that existing resources in the fund have been specifically committed for use in 
satisfying those contractual requirements.  The Road Commission currently has no committed funds. 
 

Assigned fund balance.  This classification reflects the amounts constrained by the Road 
Commission ’s “intent” to be used for specific purposes, but are neither restricted nor committed.  The 
Board of County Road Commissioners or the Engineer-Manager  has the authority to assign amounts 
to be used for specific purposes.  Assigned fund balances could include all remaining amounts (except 
negative balances) that are reported in governmental funds, other than the General Operating Fund, 
that are not classified as nonspendable and are neither restricted nor committed.  If any portion of 
existing fund balance will be used to eliminate a projected deficit in the budget for the subsequent 
year, this amount would also be categorized as Assigned fund balance.  The Road Commission 
currently has no assigned fund balances. 
 

Unassigned fund balance.  This fund balance could be the residual classification for the General 
Operating Fund.   
 

When both restricted and unrestricted resources are available for use, it is the Road Commission’s policy 
to use externally restricted resources first, then unrestricted resources—committed,  assigned, and 
unassigned —in order as needed.  

 
Extraordinary and Special Items 
 
Extraordinary items are transactions or events that are both unusual in nature and infrequent in 
occurrence.  Special items are transactions or events that are within the control of the Board and that are 
either unusual in nature or infrequent in occurrence.  Neither type of transaction occurred during the fiscal 
year ended September 30, 2020. 

 
Reclassifications  
 
Certain prior year amounts have been reclassified to conform with the current year presentation. 
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

E. Other (Continued)  
 
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 that affect the amounts 
reported in the financial statements and accompanyin g notes.  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. 

 
 Budgets and Budgetary Accounting 
 

  The Road Commission normally follows these procedures in establishing the budgetary data reflected in the 
financial statements. 

 
  1. The Road Commission Engineer/Manager submits to the Board of Commissioners a proposed operating 

budget which includes proposed expenditures and the means of financing them. 
 
  2. A public hearing is conducted to obtain taxpayer comments. 
 
  3. Prior to October 1, the budget is legally enacted through passage of a Board resolution. 

 
  All budget appropriations lapse at year end.  Budgetary amounts reported herein are as originally adopted, or 

as amended by the Road Commission Board. 
 

  Budgets shown in the financial statements are adopted on the modified accrual basis of accounting, which is 
the same basis as the fund financial statements, and consist only of those amounts contained in the formal 
budget approved and amended by the Road Commission Board. 

 
Net Pension Liability 
 
For the purposes of measuring the Net Pension Liability, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expense, information about the fiduciary net position 
of the Municipal Employees Retirement System (MERS) of Michigan and additions to/deductions from 
MERS’ fiduciary net position have been determined on the same basis as they are reported by MERS.  For 
this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with the benefit terms.  Investments are reported at fair value.   
 
Postemploymen t Benefits Other Than Pensions (OPEB) 
 
For the 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 
Ogemaw County Road Commission Retiree Medical Plan (the Plan) and additions to/deductions from the 
Plan’s fiduciary net position have been determined on the same basis as they are reported by the Plan.  
For this purpose, the Plan recognizes benefit payments when due and payable in accordance with the 
benefit terms.  Investments are reported at fair value. 
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 

NOTE 2 - CHANGE IN ACCOUNTING PRINCIPLES 
 

For 2020, the Road Commission has implemented Governmental Accounting Standards Board (GASB) 
Statement Number 84, "Fiduciary Activities”.  GASB Statement No. 84 improves guidance regarding identification 
of fiduciary activities for accounting and financial reporting purposes and how those activities should be reported. 
 
For 2022, the Road Commission will be required to implement GASB Statement No. 87, "Leases". The objective 
of this Statement is to increase the usefulness of the governments' financial statements by requiring recognition 
of certain lease assets and liabilities for leases that previously were classified as operating leases and recognized 
as inflows of resources or outflows of resources based on the payment provisions of the contract. It establishes a 
single model for lease accounting based on the foundational principle that leases are financings of the right to 
use the underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow 
of resources, thereby enhancing the relevance and consistency of information about the governments' leasing 
activities.  

 
NOTE  3 - DEPOSITS AND INVESTMENTS  
 

At year-end, the Road Commission’s deposits and investments were reported in the basic financial statements in 
the following categories: 

         Governmental    Fiduciary   Total Primary 
         Activities    Fund    Government   
 

   Cash and Cash Equivalents $ 1,487,511 $  420 $ 1,487,931 
   Investments     1,222,468   81,973  1,304,441 
   Total     $ 2,709,979 $  82,393  $ 2,792,372 
 
 The breakdown between deposits and investments is as follows: 
 
 Bank Deposits (checking and savings accounts and certificates  
  of deposit)      $ 1,869,118 
 Investments in Mutual Funds, Investment Pools    923,104  
 Petty Cash and Cash on Hand      150 
           $ 2,792,372 
 
 As of September 30, 2020, the Road Commission had the following investments : 
 
          Investment Type     Fair Value  Specific Identification Maturities  
 

 Mutual Funds  $        81,973          Daily 
 Investment Pools          841,131           Daily 
     $      923,104 
    
 Interest Rate Risk 
 

In accordance with its investment policy, the Road Commission 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 Road Commission’s known cash requirements.  
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan 

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 
NOTE  3 - DEPOSITS AND INVESTMENTS (CONTINUED)  

 
 Credit Risk 
 

State law authorizes investments in accordance with Act 196, PA 1997 and in investment pools as authorized by 
the Surplus Funds Investment Pool Act, Act No. 367 of the Public Acts of 1982, being sections 129.111 to 
129.118 of the Michigan Compiled Laws, composed entirely of instruments that are legal for direct investment by 
a local government unit in Michigan.  The Road Commission ’s MBIA Asset Management Group investment pools 
rated AAAm by Standard & Poors. 
 
Custodial Credit Risk – Deposits  
 
In the case of deposits, this is the risk that in the event of a bank failure, the Road Commission’s deposits may 
not be returned to it.  As of September 30, 2020, $561,019 of the Road Commission’s bank balance of 
$2,283,487  was exposed to custodial credit risk because it was uninsured and uncollateraliz ed. 

  
 Concentration of Credit Risk 
 

The Road Commission will minimize concentration of credit risk, which is the risk of loss attributed to the 
magnitude of the Road Commission’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.   

 
 Custodial Credit Risk – Investment s 
 

For an investment, this is the risk that, in the event of the failure of the counterparty, the Road Commission will 
not be able to recover the value of its investments or collateral securities that are in the possession of an outside 
party.  The Road Commission will minimize custodial credit risk, by; limiting investments to the types of securities 
approved in the Road Commission’s investment policy which is in accordance with State law, and pre-qualifying 
the financial institutions, broker/dealers, intermediaries and advisors with which the Road Commission will do 
business.  
 
Foreign Currency Risk 
 
The Road Commission is not authorized to invest in investments which have this type of risk. 

 
 Investments:  
 
 The Board of County Road Commissioners has adopted an investment policy in accordance with Act 196, PA 

1997 which authorizes the Road Commission to deposit and invest in the following:  
 

 * Accounts of federally insured banks, credit unions and savings and loan associations  
 

 * Bonds and other direct obligations of the United States or an agency or instrumentality of the United States 
 

 * United States government or federal agency obligation repurchase agreements 
 

 * Banker's acceptances of United States banks 
 

 * Commercial paper rated within the two highest classifications by not less than two standard rating services 
which mature not more than 270 days after the date of purchase 

 

 * Mutual funds registered under the Investment Company Act of 1940, Title I of Chapter 686, 54 Stat. 789 15 
U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64 with the authority to purchase only investment vehicles that are 
legal for direct investment by a public corporation 
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OGEMAW COUNTY ROAD COMMISSION 
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS 
For the Year Ended September 30, 2020 

 
 

NOTE  3 - DEPOSITS AND INVESTMENTS (CONTINUED)  
 

Michigan law requires that public funds may not be deposited in financial institutions that do not maintain an 
office in Michigan.  The Road Commission’s deposits and investments are in accordance with statutory 
authority.  

 
NOTE  4 - DEFERRED COMPENSATION PLAN 
 

The Road Commission offers all its employees a deferred compensation plan created in accordance with the 
Internal Revenue Code (IRC) Section 457.  The assets of the plans are held in trust, in a custodial account as 
described in IRC Section 457 (g) for the exclusive benefit of the participants and their beneficiaries.  The 
custodian thereof, for the exclusive benefit of the participants, holds the custodial account for the beneficiaries of 
this Section 457 plan, and the assets may not be diverted to any other use.  The administrators are agents of the  
Road Commission for the purposes of providing direction to the custodian of the custodial account from time to 
time for the investment of the funds held in the account, transfer of assets to or from the account, and all other 
matters.  In accordance with the provisions of GASB Statement No. 32, plan balances and activities are not 
reflected in the Road Commission’s financial statements.  

 

NOTE  5 - CAPITAL ASSETS 
 

 Capital asset activity of the Road Commission for the current year is as follows: 
 

          Balance       Balance 
            10/1/19    Additions    Deductions      09/30/20  
 Governmental Activities 
 

 Capital Assets Not Being Depreciated: 
  Land and Improvements $24,547,319  $ 770,833 $ 0 $25,318,152  
 

 Capital Assets Being Depreciated: 
  Buildings   1,528,834  42,407   0   1,571,241 
  Equipment - Road  8,225,348   626,649  (392,421)   8,459,576 
  Equipment - Shop  185,416  3,706  0  189,122 
  Equipment - Office  188,437  2,889  0  191,326 
  Equipment - Engineer’s   2,962  0  0  2,962  
  Equipment - Yard  292,231  8,322  0  300,553 
  Infrastructure - Bridges  2,364,092  0  0  2,364,092 
  Infrastructure - Roads  19,951,248   606,701  (2,309,778)  18,248,171  
   Subtotal   32,738,568  1,290,674  (2,702,199 )  31,327,043  
 

 Less Accumulated Depreciation for: 
  Buildings       1,026,291  47,155  0  1,073,446 
  Equipment - Road    6,738,909  566,197  (388,629)   6,916,477 
  Equipment - Shop        162,503  5,590  0  168,093 
  Equipment  - Office        160,037  5,226  0  165,263 
  Equipment - Engineer’s  2,428  72  0  2,500 
  Equipment - Yard   263,885  4,769  0  268,654 
  Infrastructure - Bridges  1,217,692  64,316  0  1,282,008 
   Infrastructure - Roads    12,492,844  1,092,622   (2,309,778 )  11,275,688  
    Subtotal   22,064,589   1,785,947  (2,698,407 )  21,152,129  
 

 Net Capital Assets Being Depreciated  10,673,979   (495,273)  (3,792)  10,174,914 
 

 Total Capital Assets Net of Depreciation $35,221,298  $ 275,560 $ (3,792) $35,493,066 
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NOTES TO FINANCIAL STATEMENTS 
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NOTE  5 - CAPITAL ASSETS (CONTINUED)  

 
Depreciati on expense was charged to programs of the Road Commission  as follows: 

 
 County 
  Direct Equipment Expense $ 566,197 
  Indirect Equipment Expense  52,451 
  Administrative Expense  10,361 
  Infrastructure   1,156,938 
 
 Total Depreciation Expense $ 1,785,947 
 
NOTE  6 - LONG-TERM LIABILITIES 
 
 Following is a summary of pertinent information concerning the Road Commission's long-term liabilities : 
 

   Governmental   
A. Installment Purchase Agreements Payable 

 
2016 Trucks Installment Purchase Agreement $ 47,129 
2017 Equipment Installment Purchase Agreemen t  63,514 

 
Total Installment Purchase Agreements Payable $ 110,643  

 
B. Detailed Long Term Debt Disclosures 

 
Direct Borrowing 
 

2016 Installme nt Purchase Agreement 
 

On September 19, 2016, the Road Commission entered into an installment purchase agreement 
with Grand Traverse Diesel Service,  Inc. in the amount of $226,630 for the purchase of two heavy-
duty tandem axle trucks, which was subsequently assigned to Mercantile Bank immediately following 
the purchase.  This note is repayable in 60 monthly installments of $3,970 including interest at the 
rate of 1.95% on the unpaid balance.   This agreement is collateralized by the above-mentioned  
trucks and all attachments or accessories therein.  If the Road Commission defaults on a payment,  
the lender may declare the entire indebtedness immediately due without  notice.  Further , the lender 
may require  all or any portion of the collateral to be delivered to the lender.  If in default, the lender 
has the full power to sell, lease, transfer, or otherwise deal with the collateral or proceeds thereof. 

 
2017 Installment Purchase Agreement 
 

On February 17, 2017, the Road Commission entered into an installment purchase agreement with 
Truck and Trailer Specialties of Boyne Falls, Inc. in the amount of $216,962 for the purchase of new 
equipment  for the two heavy-duty tandem axle trucks, which was subsequently assigned to 
Mercantile Bank immediately following the purchase.  This note is repayable in 60 monthly 
installments of $3,800 including interest at the rate of 1.95% on the unpaid balance.  If the Road 
Commission fails to make an installment payment as required by the agreement and such default 
continues for five days following written receipt of notice of such nonpayment, the entire unpaid 
balance, together with all accrued interest, will become immediately due.  The same amount is 
immediately due on written notice from the bank if the buyer defaults for more that forty-five days by 
failing to pay a timely payment. 
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NOTE  6 - LONG-TERM LIABILITIES (CONTINUED)  

 
C. Compensated Absences 

 
  The compensated absences balance represents benefits which County Road Commission employees have 

a vested right to receive upon termination  and/or retirement from employment in accordance with formulas in 
negotiated contracts. 

 
        Vacation   $ 99,148 
        Sick   99,566 
 
           Total compensated absences payable  $ 198,714 
 
 D. Changes in Long-Term Liabilities  
 

  Balance Balance  Amount Due 
 Governmental Activities        10/1/19  Additions   Deletions           9/30/20  In One Year 
 
 Direct Borrowing:  
   Installment  Purchase  
   Agreements  $ 200,726  $ 0 $ 90,083 $ 110,643  $ 91,881 
 Compensated Absences    187,616   11,098*    0  198,714   0 
 
  $ 388,342        $  11,098  $ 90,083 $ 309,357 $ 91,881 
  
 Compensated absences are generally liquidated by the Road Commission’s General Fund. 
 

*Represents net of additions and retirements for the year. 
 
The interest expenditures on long-term obligations for the year were $3,164. 
 
The annual aggregate maturities for all debt outstanding (excluding compensated absences) as of  
September 30, 2020 are as follows: 
 
Direct Borrowing:  
 

   Installm ent Purchase  
   Agreements Payable              Governmen tal Activities      
               Principal           Interest                      Total   
 
    2021  $  91,881 $ 1,358 $ 93,239  
    2022    18,762  94  18,856 
 
    Total  $  110,643 $ 1,452 $ 112,095 
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NOTE  7 - RETIREMENT SYSTEM - MERS OPERATED 
 
 Plan Description 
 
 The employer’s defined benefit pension plan provides certain retirement, disability and death benefits to plan 

members and beneficiaries. The employer participates in the Municipal Employees Retirement System (MERS) 
of Michigan. MERS is an agent multiple-employer, statewide public employee pension plan established by the 
Michigan Legislature under Public Act 135 of 1945 and administered by a nine member Retirement Board. MERS 
issues a publicly available financial report that includes financial statements and required supplementary 
information. This report may be obtained accessing the MERS website at www.mersofmich.com . 

 
 Benefits Provided 
 

01 – Union:  Closed Division 
 2019 Valuation  
Benefit Multiplier:  2.5% Multiplie r (80% max) 
Normal Retirement Age: 60 
Vesting: 10 years 
Early Retirement (Unreduced): 55/25 
Early Retirement (Reduced): 50/25 
 55/15 
Final Average Compensation:  5 years 
Employee Contributions: 3% under $4,200; 6% over $4,200 
Act 88: No 

 
10 – NonUnion: Closed Division 
 2019 Valuation  
Benefit Multiplier: 2.5% Multiplier (80% max) 
Normal Retirement Age: 60 
Vesting:  10 years 
Early Retirement (Unreduced): 55/25 
Early Retirement (Reduced): 50/25 
 55/15 
Final Average Compensation:  5 years 
COLA for Future Retirees: 2.50% (Non-Compound)  
Employee Contributions:  3% under $4,200; 6% over $4,200 
Act 88: No 

 
HA – Union Non/Union:  Open Division 
 2019 Valuation  
Benefit Multiplier: 1.50% Multiplier  (no max) 
Normal Retirement Age: 60 
Vesting:  6 years 
Early Retirement (Unreduced):  - 
Early Retirement  (Reduced):  - 
Final Average Compensation: 3 years 
Employee Contributions: 0% 
Act 88: No 
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NOTE  7 - RETIREMENT SYSTEM - MERS OPERATED (CONTINUED)  
  
 Employees Covered by Benefit Terms 
 
 At the December 31, 2019 valuation date, the following employees were covered by the benefit terms: 
  

Inactive  employees or beneficiaries currently receiving benefits  36 
Inactive employees entitled to but not yet receiving benefits 2 
Active employees  29 
 67 

 
 Contributions  
 
 The employer is required to contribute amounts at least equal to the actuarially determined rate, as established 

by the MERS Retirement Board. The actuarially determined rate is the estimated amount necessary to finance 
the cost of benefits earned by employees during the year, with an additional amount to finance any unfunded 
accrued liability. The employer may establish contribution rates to be paid by its covered employees.   

 
 Employer contributions were as follows: 
 

Division  Contribution Range 
Union: Closed $15,922 per month 
NonUnion: Closed $14,881 per month 
HA – Union Non/Union: Open 5.74% of annual payroll  

 
 Net Pension Liability 
 
 The employer's Net Pension Liability was measured as of December 31, 2019, and the total pension liability used 

to calculate the Net Pension Liability was determined by an annual actuarial valuation as of that date.  
 
 Actuarial Assumptions  
 
 The total pension liability in the December 31, 2019 annual actuarial valuation was determined using the 

following actuarial assumptions, applied to all periods included in the measureme nt: 
 
 Inflation: 2.5% 
 
 Salary increases: 3.00% in the long-term, plus a percentage based on an age-related scale to reflect merit, 

longevity, and promotional pay increases. 
 
 Investment rate of return: 7.35%, net of investment and administrative expenses, including inflation . 
 
 Although no specific price inflation assumptions are needed for the valuation , the 3.0% long-term wage inflation 

assumption  would be consistent with a price inflation of 2.5%. 
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NOTE  7 - RETIREMENT SYSTEM - MERS OPERATED (CONTINUED) 
 
 Actuarial Assumptions (Continued) 
 
 Mortality rates used were based on the RP-2014 Group Annuity Mortality Table of a 50% Male and 50% Female 

blend. 
 
 The actuarial assumptions used in the valuation were based on the results of the most recent actuarial 

experience study of 2009-2013. 
 
 The long-term expected rate of return on pension plan investments was determined using a model method in 

which the best-estimate ranges of expected future real rates of return (expected returns, net of investment and 
administrative expenses and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation. The target allocation and best estimates of 
arithmeti c real rates of return for each major asset class are summarized in the following table: 

 

Asset Class 
Target 

Allocation  

Target Allocation 
Gross Rate of 

Return 

Long-Term 
Expected Gross 
Rate of Return 

Inflation 
Assumption  

Long-Term 
Expected Real 
Rate of Return 

Global Equity  60.0% 7.75% 4.65% 2.50% 3.15% 
Global Fixed Income 20.0% 3.75% 0.75% 2.50% 0.25% 
Private Investments 20.0% 9.75% 1.95% 2.50% 1.45% 
TOTAL 100.0%  7.35%  4.85% 

 
 Discount Rate 
 
 The discount rate used to measure the total pension liability is 7.60%. The current discount rate shown for GASB 

68 purposes is higher than the MERS assumed rate of return. This is because, for GASB 68 purposes, the 
discount rate must be gross of administrative expenses, whereas for funding purposes it is net of administrative 
expenses. The projection of cash flows used to determine the discount rate assumes that employer and 
employee contributions will be made at the rates agreed upon for employees and the actuarially determined rates 
for employers. Based on these assumptions, the pension plan’s fiduciary net position was projected to be 
available to pay all projected future benefit payments of current active and inactive employees. Therefore, the 
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability. 
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NOTE  7 - RETIREMENT SYSTEM - MERS OPERATED (CONTINUED) 
 
 Changes in Net Pension Liability 

Calculating the Net Pension Liability 
 Increase (Decrease) 
 Total Pension 

Liability (a)  
Plan Fiduciary Net 

Position (b)  
Net Pension 

Liability (a)-(b) 
      
Balances at 12/31/18 $      10,936,745   $             5,960,749   $             4,975,996 
      
Changes for the Year      
  Service Cost 123,502  0  123,502 
  Interest on Total Pension Liability 846,575   0  846,575 
  Changes in benefits 0    0  0 
  Difference between expected and actual experience 335,949    0  335,949 
  Changes in assumptions  343,948    0  343,948 
  Employer contributions 0  840,220    (840,220) 
  Employee contributions 0  50,467  (50,467)  
  Net investment income   0  813,489  (813,489)  
  Benefit payments, including employee refunds (832,622)  (832,622)    0 
  Administrati ve expense 0  (13,936)  13,936 
  Other changes 1   1    0 
    Net Changes 817,353  857,619  (40,266)  
      
Balances as of 12/31/19 $      11,754,098   $             6,818,368   $             4,935,730 

 
 Sensitivity of the Net Pension Liability to Changes in the Discount Rate 
 
 The following presents the Net Pension Liability of the employer, calculated using the discount rate of 7.60%, as 

well as what the employer’s Net Pension Liability would be using a discount rate that is 1 percentage point lower 
(6.60%) or 1% higher (8.60%) than the current rate. 

  
 1% Decrease 

(6.60%) 
 Current Discount 

Rate (7.60%) 
 1% Increase 

(8.60%) 
      
Road Commission’s net pension liability $           6,232,517  $           4,935,730  $           3,834,038 

 
 Note: The current discount rate shown for GASB 68 purposes is higher than the MERS assumed rate of return. 

This is because for GASB purposes, the discount rate must be gross of administrative expenses, whereas for 
funding purposes, it is net of administrative expenses.  
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NOTE  7 - RETIREMENT SYSTEM - MERS OPERATED (CONTINUED)  
 
 Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions 
 
 For the year ended September 30, 2020, the employer recognized pension expense of $820,825. The employer 

reported deferred outflows of resources  and deferred inflows of resources related to pensions from the following 
sources:  

  
 Deferred  Outflows of 

Resources  
  
Differences Between Expected and Actual Experience  $                         558,133 
Deficit Investment Returns 
Changes in Assumptions  

25,511 
275,158 

Contributions Subsequent to the Measurement Date* 880,486 
 
Total $                      1,739,288 

 
 *The amount reported as deferred outflows of resources resulting from contributions subsequent to the 

measurement date will be recognized as a reduction in the Net Pension Liability for the year ending September  
30, 2021. 

 
 Amounts  reported as deferred outflows of resources related to differences in experience, deficit  investment 

returns, and changes in assumptions will be recognized in pension expense as follows: 
 

Year Ended  Pension Expense 

2021  $            323,749 
2022                203,850 
2023                262,198 
2024                  69,005 

 
NOTE 8 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS  
 

Plan Description 
 
The Ogemaw County Road Commission Retiree Medical  P lan is  a single-employer defined benefit 
postemploym ent health care plan administered by the Road Commission and can be amended at its discretion. 
Plan provisions and contribution requirements are established and may be amended by the Road Commission 
Board. The Plan is reported as another employee benefit trust fund in the accompanying financial statements. 
The Plan does not issue a separate or stand-alone report. 
 
Benefits Provided 
 
The Plan provides postemployment health care benefits, in accordance with a Road Commission  resolution, to 
all union and administrative employees who retire between the ages of 55 and 65 with at least 25 years of 
service.  
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NOTE 8 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (CONTINUED)  
 
Employees Covered by Benefit Terms 
 
At September 30, 2020, the following employees were covered by the benefit terms: 
 

Inactive employees or beneficiaries currently receiving benefit payments 7 

Inactive employees  entitled to but not yet receiving benefit payments 0 

Active employees  26 

 33 

Contributions   
 
Prior to age 65, union and administrative employees are entitled to single-subscription premium health 
insurance, unless the retiree has available equivalent health care coverage from another source, at no cost to 
the retiree.  The Road Commission pays the full cost of a single-subscript ion premium up to the single-
subscriber amount set forth in PA152, as amended yearly by the Treasury Department of the State of Michigan.  
Retirees receiving health care coverage are eligible for double or family coverage if desired by making the 
additiona l premium payments in excess of the single-subscriber amounts.  Expendit ures are expensed as 
incurred in the individual funds.  Benefits are not advance funded.  Currently , seven retirees meet the eligibility 
requirements for these benefits.  During the year, the Road Commission paid postemployment health care 
premiums of $71,541. 
 
Net OPEB Liability 
 
The Road Commission’s net OPEB liability was measured as of September 30, 2020, and the total OPEB liability 
used to calculate the net OPEB liability was determined by an annual valuation as of that date. 
 
Actuarial Assumptions  
 
The total OPEB liability in the September 30, 2020 actuarial valuation was determined using the following actuarial 
assumptions , applied to all periods included in the measurement, unless otherwise specified: 
 
1. Actuarial Cost Method:  Entry age normal 
 

2. Discount Rate: 5.75% as of September 30, 2020 
 

3. Mortality Rates:  Base Table – Pub-2010 General Headcount-weighted mortality table (Employee, 
Disabled and Healthy Annuitant, male and female as appropriate). Projection – Generational projection 
using MP-2018 (male and female as appropriate). 

 

4. Termination Rates:  Sarason Table T-7 turnover Table by age. 
Age Rate 
25 9.68% 
40 7.77% 
55 1.57% 

 

5. Retirement Rates:  Age-based as follows: 
Age Rate 

 55-59 20%  
 60 50%  
 61-64 20%  
 65+ 100%  
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NOTE 8 - POSTEMPLOYMENT BENEFITS (CONTINUED) 

 
Actuarial Assumptions (Continued)  
 
6. Percentage Married:  Not applicable. Stipend only for retiree. 

 
7. Participation Rate:  100% of future eligible retirees are assumed to receive the stipend from the 

Commission. The stipend payment is used to purchase insurance outside of the County’s health care 
plan. Therefore, no implicit rate subsidy is valued. 

 
8. The long-term expected rate of return on OPEB plan investments was determined by adding expected 

inflation to expected long-term real returns and reflecting expected volatility and correlation. The capital 
market assumptions are per Milliman’ s investment consulting practice as of September 30, 2020. 

 

Asset Class Index 
Actual 

Allocation 

Long-Term 
Expected 
Arithmetic 
Real Rate 
of Return 

Long-Term 
Expected 
Geometric 
Real Rate 
of Return 

US Cash BAML 3-Mon Tbill 0.51%    -0.22% -0.20% 
US Core Bonds Bloomberg Barclays Gvt/Credit  39.09% 0.87% 0.77% 
US Large Caps S&P 500 17.94% 4.53% 3.33% 
US Small & Mid Caps 
US Large Growth 

Russell 2500 
Russell 1000 Growth 

4.91% 
4.75% 

5.81% 
4.86% 

3.96% 
3.28% 

US Large Value Russell 1000 Value 3.56% 4.87% 3.67% 
US Growth Russell 3000 Growth 4.77% 5.00% 3.38% 
Global Equity  MSCI ACWI NR 24.47% 5.57% 4.21% 
     
Long-Term Expected Rate of Return   5.75% 

 

9. Salary Adjustment Factors:  Economic increase of 3.5% each year. 
 

10. Health Care Cost Stipend Increase: Annual increase in stipend of 3.0%. 
 

Discount Rate 
 
The discount rate used to measure the total OPEB liability was 5.75 percent. The projection of cash flows used to 
determine the discount rate assumed that Road Commission contributions will be made at rates equal to the 
actuarially determined contribution rates. Based on those assumptions, the OPEB plan’s fiduciary net position was 
projected to be available to make all projected future benefit payments of current plan members. Therefore, the 
long-term expected rate of return on OPEB plan investments was applied to all periods of projected benefit 
payments to determine the total OPEB liability. 
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NOTE 8 - POSTEMPLOYMENT BENEFITS (CONTINUED)  

 
 Changes in Net OPEB Liability  
 

Calculating the Net OPEB Liability 
 Increase (Decrease) 
 Total OPEB 

Liability (a)  
Plan Fiduciary Net 

Position (b)  
Net OPEB Liability 

(a)-(b) 
      
Balances at 9/30/19 $           470,012  $                  53,536  $                416,476 
      
Changes for the Year      
  Service cost 5,596  0  5,596 
  Interest on Total OPEB Liability 26,029   0  26,029 
  Changes in benefits  0    0  0 
  Difference between expected and actual experience  0    0  0 
  Changes in assumptions  647    0  647 
  Estimated employer contributions 0  71,541  (71,541) 
  Employee contributions 0  0  0 
  Net investment income   0  3,857  (3,857) 
  Estimated benefit payments (46,541)  (46,541)    0 
  Administrative expense 0  0  0 
  Other changes 0   0    0 
    Net Changes (14,269)  28,857  (43,126) 
      
Balances as of 9/30/20 $           455,743  $                  82,393  $                373,350 

 
 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 
 
The following presents the Net OPEB Liability of the Road Commission, as well as what the Road Commission’s 
Net OPEB Liability would be if it were calculated using a discount rate that is 1-percentage -point lower (4.75 
percent) or 1-percentage -point higher (6.75 percent) than the current discount rate. 
 

 1% Decrease 
(4.75%) 

Discount Rate 
(5.75%) 

1% Increase 
(6.75%) 

Net OPEB liability $     407,041 $     373,350 $     342,789 
 
Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates 
 
The following  presents the net OPEB liability of the Road Commission, as well as what the Road Commission’s 
Net OPEB Liability would be if it were calculated using healthcare cost trend rates that are 1-percentage -point 
lower or 1-percentage -point higher than the current healthcare cost trend rates. 

 
 

1% Decrease 
 

Current Trend Rate 
 

1% Increase 
Net OPEB liability $     335,892 $     373,350 $     415,781 
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NOTE 8 - POSTEMPLOYME NT BENEFITS (CONTINUED)  

 
OPEB Expense and Deferred Outflows of Resources and Deferred  Inflows of Resources Related to OPEB 
 
For the year ended September 30, 2020, the employer recognized OPEB expense of $22,862. At September 30, 
2020, the Road Commission reported deferred outflows of resources and deferred inflows of resources related to 
OPEB from the following sources: 
 

 Deferred Outflows of 
Resources 

 Deferred Inflows of 
Resources  

    
Excess Investment Returns $                              0  $                          259 
Differenc es Between Expected and Actual Experience  57,660  0 
Changes in Assumptions 0  69,203 
 
Total $                     57,660 

 
$                     69,462 

 
 Amounts reported as deferred inflows of resources related to excess investment returns and changes in 

assumptions  and deferred outflows of resources related to differences between expected and actual experience 
will be recognized in pension expense as follows: 

 
Year Ended  OPEB Expense 

2021  $               (4,975) 
2022                   (4,654) 
2023                   (3,725) 
2024                      (478) 
2025                    1,780 

Thereafter*                        250 
 
*Note that additional future deferred inflows and outflows of resources may impact these numbers. 

 
NOTE  9 - FEDERAL GRANTS 
 

The Michigan Department of Transportatio n (MDOT) requires that road commissions report all Federal and State 
grants pertaining to their county.  During the year ended September 30, 2020, the Federal aid received and 
expended by the Road Commission was $0 for contracted projects and $0 for negotiated  projects.  Contracted 
projects are defined as projects performed by private contractors paid for and administrated by MDOT (they are 
included in MDOT’s single audit).  Negotiated projects are projects where the road commission administers the 
grant and either performs the work or contracts it out.  The Road Commission would be subject to single audit 
requirements if they expended $750,000 or more for negotiated projects. 
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NOTE  10 - EXCESS EXPENDITURES OVER APPROPRIATIONS 
 
  Public Act 621 of 1978, section 18 (1), as amended, provides that a County Road Commission shall not incur 

expendi tures in excess of amounts appropriated.  As presented in the financial statements for the year ended 
September 30, 2020, the County Road Commission incurred expenditures in certain accounts which were in 
excess of the amounts appropriated. 

     Total Amount of  Budget    
  Expenditures  Appropriation s    Expenditure s   Variance   
 
 State Trunkline Non-Maintenance $ 205,637 $ 217,027 $ 11,390 
 Equipment Expense – Net $ 58,827 $ 104,792 $ 45,965 
 Capital Outlay – Net $ 42,633 $ 51,172 $ 8,539 
 Other $ 57,188 $ 72,486 $ 15,298 
 
NOTE 11 - CONTINGENCIES 
 
 Partial Self-Insurance - General  Liability  
 
 The Road Commission is a member of the Michigan County Road Commission Self-Insurance Pool.  As a 

member of the Pool, the Road Commission is partially self-insured for general and auto liability, public officia l’s 
errors and omissions, umbrella liability, state trunkline auto liability,  and cyber security.  Under most 
circumstances, the municipality's maximum coverage per occurrence is limited as follows:  

 
                 Type of Risk                                   Coverage   Deductible  
 
  Auto liability $  10,500,000 each occurrence $     1,000    
  Public officials errors and omissions $  10,000,000 each occurrence  $            0    
  Umbrella liability $  10,500,000 each occurrence $     1,000    
 
  State trunkline auto liability  Bodily Injury $250,000/$500,000 each person/each accident $            0 
    Property Damage $1,000,000 each accident $            0 
  Cyber security  $  1,000,000  aggregate limit for all cyber incidents $     5,000 
 
 Settled claims for insurance have not exceeded the amount of insurance coverage in any of the past three years. 
 
 State Trunkline Contracts 
 
 The financial transactions of the Road Commission are subject to audit by the State of Michigan Department of 

Transpor tation, pursuant to the terms of its State Trunkline Contract.  Audit adjustments could either increase or 
decrease the revenue receivable from the State. 

 
  As of September  30, 2020, the audit of State Trunkline Contracts for 2020 has not been completed. 
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REQUIRED SUPPLEMENTARY INFORMATION 
 



2020 2019 2018 2017 2016 2015

Total Pension Liability

Service cost 123,502$        123,290$        111,298$        130,197$        132,527$        129,585$        

Interest 846,575          818,095          756,465          753,262          709,710          686,204          

Changes of benefit terms 0                     (5,080)             0                     0                     0                     0                     

Difference between expected and actual experience 335,949          223,950          620,022          (230,977)         53,280            0                     

Changes of assumptions 343,948          0                     0                     0                     456,236          0                     

Benefit payments, including employee refunds (832,622)         (776,111)         (670,695)         (535,290)         (539,421)         (525,260)         

Other 1                     0                     0                     (1)                    1                     (1)                    

Net Change in Total Pension Liability 817,353          384,144          817,090          117,191          812,333          290,528          

Total Pension Liability - Beginning 10,936,745     10,552,601     9,735,511       9,618,320       8,805,987       8,515,459       

Total Pension Liability - Ending 11,754,098$   10,936,745$   10,552,601$   9,735,511$     9,618,320$     8,805,987$     

Plan Fiduciary Net Position

Employer contributions 840,220$        828,653$        494,889$        475,951$        412,836$        385,113$        

Employee contributions 50,467            46,796            50,276            57,729            55,257            54,527            

Net investment income 813,489          (248,740)         728,697          572,675          (78,589)           308,534          

Benefit payments, including employee refunds (832,622)         (776,111)         (670,695)         (535,290)         (539,421)         (525,260)         

Administrative expense (13,936)           (11,978)           (11,539)           (11,284)           (11,252)           (11,352)           

Other 1                     (1)                    0                     (1)                    0                     0                     

Net Change in Plan Fiduciary Net Position 857,619          (161,381)         591,628          559,780          (161,169)         211,562          

Plan Fiduciary Net Position - Beginning 5,960,749       6,122,130       5,530,502       4,970,722       5,131,891       4,920,329       

Plan Fiduciary Net Position - Ending 6,818,368$     5,960,749$     6,122,130$     5,530,502$     4,970,722$     5,131,891$     

Employer Net Pension Liability 4,935,730$     4,975,996$     4,430,471$     4,205,009$     4,647,598$     3,674,096$     

Plan Fiduciary Net Position as a % of the Total Pension Liability 58.01% 54.50% 58.02% 56.81% 51.68% 58.28%

Covered Employee Payroll 1,361,217$     1,339,481$     1,173,346$     1,287,385$     1,281,439$     1,251,836$     

Employer's Net Pension Liability as a % of Covered Employee Payroll 362.60% 371.49% 377.59% 326.63% 362.69% 293.50%

EXHIBIT J
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

SCHEDULE OF CHANGES IN EMPLOYER'S
NET PENSION LIABILITY AND RELATED RATIOS

For the Year Ended September 30, 2020
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2020 2019 2018 2017 2016 2015

Actuarially determined contributions 398,488$     343,808$     337,869$     304,526$     312,836$     285,113$     

Contributions in relation to the actuarially determined contribution 840,220       828,653       494,889       475,951       412,836       385,113       

Contribution deficiency (excess) (441,732)$   (484,845)$   (157,020)$   (171,425)$   (100,000)$   (100,000)$   

Covered employee payroll 1,361,217$  1,339,481$  1,173,346$  1,287,385$  1,281,439$  1,251,836$  

Contributions as a percentage of covered employee payroll 61.73% 61.86% 42.18% 36.97% 32.22% 30.76%

Notes to Schedule
Actuarial cost method Entry age
Amortization method Level percentage of payroll, closed
Remaining amortization period 19 years
Asset valuation method 5 year smoothed
Inflation 2.50%
Salary increases 3.00%
Investment rate of return 7.35%
Retirement age 60; 55 with 25 years of service for closed plans; or 50 with 25 years of 

service or 55 with 15 years of services for reduced benefits for closed plans
Mortality A version of Pub-2010 (based upon the experience study dated February 14, 2020)

EXHIBIT K
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

SCHEDULE OF EMPLOYER PENSION CONTRIBUTIONS
For the Year Ended September 30, 2020
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2020 2019 2018 2017

Total OPEB Liability

Service cost 5,596$       8,122$       8,817$       9,756$       

Interest 26,029       19,190       17,956       15,993       

Changes of benefit terms 0                0                0                0                

Difference between expected and actual experience 0                80,316       0                0                

Changes of assumptions 647            (68,344)      (19,974)      (23,476)      

Benefit payments (46,541)      (40,078)      (40,581)      (20,997)      

Other 0                0                0                0                

Net Change in Total OPEB Liability (14,269)      (794)           (33,782)      (18,724)      

Total OPEB Liability - Beginning 470,012     470,806     504,588     523,312     

Total OPEB Liability - Ending 455,743$   470,012$   470,806$   504,588$   

Plan Fiduciary Net Position

Employer contributions 71,541$     65,078$     40,581$     20,997$     

Net investment income 3,857         1,743         1,900         2,870         

Benefit payments (46,541)      (40,078)      (40,581)      (20,997)      

Administrative expense 0                0                0                0                

Other 0                0                0                0                

Net Change in Plan Fiduciary Net Position 28,857       26,743       1,900         2,870         

Plan Fiduciary Net Position - Beginning 53,536       26,793       24,893       22,023       

Plan Fiduciary Net Position - Ending 82,393$     53,536$     26,793$     24,893$     

Road Commission's Net OPEB Liability 373,350$   416,476$   444,013$   479,695$   

Plan Fiduciary Net Position as a Percentage of the

     Total OPEB Liability 18.08% 11.39% 5.69% 4.93%

Covered Employee Payroll N/A N/A N/A N/A

Employer's Net Pension Liability as a Percentage of 

     Covered Employee Payroll N/A N/A N/A N/A

EXHIBIT L
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

SCHEDULE OF CHANGES IN THE ROAD COMMISSION'S
NET OPEB LIABILITY AND RELATED RATIOS

For the Year Ended September 30, 2020
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2020 2019 2018 2017

Actuarially determined contributions 49,431$     65,078$     40,581$     20,997$     

Contributions in relation to the actuarially determined
     contribution 71,541       65,078       40,581       20,997       

Contribution deficiency (excess) (22,110)$    0$              0$              0$              

Covered employee payroll N/A N/A N/A N/A

Contributions as a percentage of covered employee payroll N/A N/A N/A N/A

Notes to Schedule
Actuarial cost method Entry age
Investment rate of return 3.50%
Retirement age
Mortality

EXHIBIT M
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

SCHEDULE OF ROAD COMMISSION OPEB CONTRIBUTIONS
For the Year Ended September 30, 2020

Pub-2010 Mortality Table using Projection Scale MP-2018
55 with 25 years of service 
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Final Variance
Original Amended Favorable
Budget Budget Actual (Unfavorable)

Licenses and Permits  
   Permits 56,180$              43,850$              46,370$              2,520$                

Federal Aid  
   Surface Transportation Program 356,516              0                         0                         0                         

State Aid
   Michigan Transportation Fund  
      Engineering 10,000                10,000                10,000                0                         
      Primary Roads 3,313,465           2,981,951           3,057,977           76,026                
      Local Roads 2,101,796           1,992,360           1,962,622           (29,738)               
   Economic Development Fund
      Forest Road 70,000                70,000                70,000                0                         

Rural Primary (D) 78,115                0                         0                         0                         

Contributions  
   City and Village Contributions 0                         0                         2,313                  2,313                  
   Township Road Agreements 666,734              570,314              570,314              0                         
   Other Contributions 31,118                67,198                64,885                (2,313)                 
  
Charges for Services  
   State Trunkline Maintenance 785,332              965,947              959,979              (5,968)                 
   State Trunkline Non-Maintenance 66,000                205,637              217,028              11,391                
   Salvage Sales 6,966                  8,666                  8,403                  (263)                    
   Sale of Materials 7,452                  3,700                  4,021                  321                     

Other Revenue  
   Interest 49,350                31,780                30,655                (1,125)                 
   Reimbursements 2,500                  8,400                  8,404                  4                         
   Contributions from Private Sources 3,000                  5,065                  0                         (5,065)                 
   Miscellaneous 0                         0                         5,065                  5,065                  

Gain on Equipment Disposal 500                     27,880                27,029                (851)                    

Total Revenue 7,605,024           6,992,748           7,045,065$         52,317$              

Fund Balances - Beginning of Year 3,728,418           3,728,418            

Total Budget 11,333,442$       10,721,166$       

For the Year Ended September 30, 2020
BUDGETARY COMPARISON SCHEDULE

OPERATING FUND

EXHIBIT N
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF REVENUE AND OTHER FINANCIAL RESOURCES
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Final Variance
Original Amended Favorable
Budget Budget (Unfavorable)

Primary Road
   Heavy Maintenance 543,289$      569,200$      525,579$      43,621$        
   Maintenance 1,688,683     1,583,333     1,402,899     180,434        

Local Road
   Heavy Maintenance 673,975        912,293        851,955        60,338          
   Maintenance 2,934,955     2,655,584     2,467,039     188,545        

State Trunkline Maintenance 785,332        853,413        847,445        5,968            
State Trunkline Non-Maintenance 66,000          205,637        217,027        (11,390)         

Equipment Expense - Net 118,625        58,827          
   Direct 1,289,874$   
   Indirect 406,328        
   Operating 222,696        
   Less: Equipment Rental (1,814,106)    104,792        (45,965)         

Administrative Expense - Net 379,368        414,030        
   Administrative Expense 482,068        
   Less: Overhead - State (106,839)       

Purchase Discounts (39)                
  Handling Charges (304)              374,886        39,144          

Capital Outlay - Net 95,100          42,633          
   Capital Outlay 683,973        
   Less: Depreciation and Depletion (629,009)       

Equipment Retirements (3,792)           51,172          (8,539)           

Other 31,618          57,188          72,486          (15,298)         

Debt Service
   Principal 85,000          90,083          90,083          0                   
   Interest and Fiscal Charges 4,600            3,164            3,164            0                   

Total Expenditures 7,406,545     7,445,385      7,008,527$   436,858$      

Fund Balance Appropriations - End of Year 3,926,897     3,275,781     

Total Budget 11,333,442$ 10,721,166$ 

EXHIBIT O
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL

For the Year Ended September 30, 2020
BUDGETARY COMPARISON SCHEDULE

Actual
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County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Total Revenue 3,083,077$         2,668,559$         1,293,429$         7,045,065$         
Total Expenditures 2,093,521           3,616,616           1,298,390           7,008,527           

Excess of Revenue Over (Under)
   Expenditures 989,556              (948,057)             (4,961)                 36,538                

Other Financing Sources (Uses):
   Optional Transfers In (Out) (700,000)             700,000              0                         0                         

Net Change in Fund Balance 289,556              (248,057)             (4,961)                 36,538                

Fund Balances - Beginning of Year 1,558,581           86,456                2,083,381           3,728,418           

Interfund Adjustment 0                         300,000              (300,000)             0                         

Fund balances - End of Year 1,848,137$         138,399$            1,778,420$         3,764,956$         

EXHIBIT P
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
ANALYSIS OF CHANGES IN FUND BALANCES

For the Year Ended September 30, 2020

- 46 -



County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Licenses and Permits
Permits 0$                       0$                       46,370$              46,370$              

State Aid
Michigan Transportation Fund

Engineering 6,091                  3,909                  0                         10,000                
Allocation 3,057,977           1,962,622           0                         5,020,599           

Economic Development Fund
Forest Road 0                         70,000                0                         70,000                

Contributions
   City and Village Contributions 0                         2,313                  0                         2,313                  

Township Road Agreements 6,195                  564,119              0                         570,314              
Other Contributions 0                         64,885                0                         64,885                

Charges for Services
State Trunkline Maintenance 0                         0                         959,979              959,979              
State Trunkline Non-Maintenance 0                         0                         217,028              217,028              
Salvage Sales 0                         0                         8,403                  8,403                  
Sale of Materials 0                         0                         4,021                  4,021                  

Other Revenue
Interest 12,814                711                     17,130                30,655                
Reimbursements 0                         0                         8,404                  8,404                  
Miscellaneous 0                         0                         5,065                  5,065                  
Gain on Equipment Disposal 0                         0                         27,029                27,029                

Total Revenue 3,083,077$         2,668,559$         1,293,429$         7,045,065$         

ANALYSIS OF REVENUE
For the Year Ended September 30, 2020

EXHIBIT Q
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
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County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Primary Road
   Heavy Maintenance 525,579$            0$                       0$                       525,579$            
   Maintenance 1,402,899           0                         0                         1,402,899           

Local Road
   Heavy Maintenance 0                         851,955              0                         851,955              
   Maintenance 0                         2,467,039           0                         2,467,039           

State Trunkline Maintenance 0                         0                         847,445              847,445              
State Trunkline Non-Maintenance 0                         0                         217,027              217,027              

Equipment Expense - Net
   (Per Exhibit O) 27,270                60,509                17,013                104,792              

Administrative Expense - Net
   (Per Exhibit O) 137,773              237,113              0                         374,886              

Capital Outlay - Net
   (Per Exhibit O) 0                         0                         51,172                51,172                

Debt Principal Payment 0                         0                         90,083                90,083                

Interest Expense 0                         0                         3,164                  3,164                  

Other 0                         0                         72,486                72,486                

Total Expenditures 2,093,521$         3,616,616$         1,298,390$         7,008,527$         

ANALYSIS OF EXPENDITURES
For the Year Ended September 30, 2020

EXHIBIT R
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
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Board of County Road Commissioners 
Ogemaw County Road Commission  
February 5, 2021 
Page Two 
 
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 internal control and compliance.  Accordingly , this communication is not suitable for any other purpose. 
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APPENDIX I 
COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE  
 
 

 

Significant Audit Matters 

Qualitative Aspects of Accounting Practices  

 Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the Ogemaw County Road Commission are described in Note 1 to the financial 
statements.  As described in Note 2 to the financial statements, the Ogemaw County Road Commission 
changed accounting policies related to Fiduciary Activities by adopting Statement of Governmental 
Accounting Standards (GASB Statement) No. 84, “Accounting and Fiduciary Activities”, in 2020.  We noted 
no transactions entered into by the Ogemaw County Road Commission 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 estimates affecting the Ogemaw County Road Commission’s 
financial statements were:  

Management’s estimates related to the net pension liability and the net OPEB liability are 
based on pension and retiree health obligations and actuarial reports. We evaluated the 
key factors and assumptions used to develop the net pension liability and the net OPEB 
liability in determining that they are reasonable in relation to the financial statements taken 
as a whole. 

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

Difficulties Encountered in Performing the Audit  

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatemen ts 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of management. 
Management has corrected all such misstatements, including those considered to be material, either individually or 
in the aggregate, to the financial statements taken as a whole. 

Disagreements with Management  

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. 

Management Representations  

We have requested certain representations from management that are included in the management representation 
letter dated February 5, 2021. 

Management Consultations with 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 the Ogemaw County Road Commission’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. 

 

 

 



APPENDIX I 
COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE  
 
 

 

 

Other Audit Findings 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 Ogemaw County Road Commission’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 management’s discussion and analysis, required pension schedules, 
required OPEB schedules, and budgetary comparison information, which are required supplementary information 
(RSI) that supplement 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 RSI. 
 
We were engaged to report on the individual fund schedules, which accompany the financial statements but are not 
RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the 
form, content, and methods of preparing the information to determine that the information complies with accounting 
principles generally accepted in the United States of America, the method of preparing it has not changed from the 
prior period, and the information is appropriate and complete in relation to our audit of the financial statements. We 
compared and reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves. 
 
 
 
 
 
 
 
 
 
 



APPENDIX II 
MANAGEMENT COMMENTS  
 
 

 

In planning and performing our audit of the financial statements of the governmental activities, the major fund, and 
the aggregate remaining fund information of the Ogemaw County Road Commission as of and for the year ended 
September 30, 2020, in accordance with auditing standards generally accepted in the United States of America, we 
considered the Ogemaw County Road Commission’s internal control over financial reporting (internal 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 the 
Ogemaw County Road Commission’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Ogemaw County Road Commission’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. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph and was not 
designed to identify all deficiencies in internal control that might be material weaknesses. Given these limitations 
during our audit, we did not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
 
During our audit, we also became aware of the following deficiency in internal control other than significant 
deficienc y or material weakness, and other matter that is an opportunit y for strengthening internal controls and 
operating efficiency. 
 
FINANCIAL STATEMENT PREPARATION CONTROLS 
 
In conjunction with our audit, we have been contracted to prepare the financial statements and related disclosures 
based on the information provided to us by Management.  We would like to stress that this service is allowable 
under AICPA ethics guidelines and may be the most efficient and effective method for preparation of the Ogemaw 
County Road Commission’s financial statements.  However, if at any point in the audit we as auditors are part of 
the Road Commission’s control system for producing reliable financial statements, auditing standards indicate that 
the Road Commission has a control deficiency.  If Management is not able to prepare financial statements, including 
disclosures, and the auditors are contracted to prepare these statements, this is considered a control deficiency.  
The effect of this material weakness is that reporting errors or omissions could occur in the preparation of the annual 
financial report that would be departures from Generally Accepted Accounting Principles (GAAP) and the Road 
Commission would not be in a position to detect the errors or omissions.  We recommend that Management and 
those charged with governance evaluate and document their decision on the costs and benefits of whether to 
contract for this service with our firm.   
 
We will review the status of this comment during our next audit engagement. We have already discussed many of 
this comment with various governmental unit personnel, and we will be pleased to discuss it in further detail at your 
convenience, to perform any additional study of the matter, or to assist you in implementing the recommendation. 



APPENDIX II 
MANAGEMENT COMMENTS 
 
 

 

 
STATUS OF PRIOR YEAR COMMENTS:  
 
We have reviewed the status of comments and recommendations made in the prior year.  The status of prior year 
comments is as follows: 
 

Implemented/ Management Situation

Situation Decision To Progress Still

Comment Corrected Not Implement Made Exists

Financial Statement Preparation Controls X X
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