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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the
Iron Ore Heritage Recreation Authority
P.O. Box 763
Marquette, Michigan 49855
Report on the Financial Statements
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We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Iron Ore Heritage Recreation
Authority (the Authority), as of and for the year ended December 31, 2016, and the related notes
to the financial statements, which collectively comprise the Authority’s basic financial statements
as listed in the table of contents.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
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Auditor’s Responsibility

D

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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To the Board of Directors of the
Iron Ore Heritage Recreation Authority
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Authority, as of December 31, 2016, and the
respective changes in financial position thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
Other Matters
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Other Information
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Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information as listed in the
table of contents 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.
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Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority’s basic financial statements. The General Fund Schedule of
Revenues, Expenditures and Changes in Fund Balance – Budget to Actual is presented for
purposes of additional analysis and are not a required part of the basic financial statements.
The General Fund Schedule of Revenues, Expenditures and Changes in Fund Balance – Budget
to Actual is the responsibility of management and was derived from and relates 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 General Fund Schedule of Revenues, Expenditures and Changes in
Fund Balance – Budget to Actual is 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 April
21, 2017, on our consideration of the Authority’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
4

agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control over financial reporting and compliance.

Anderson, Tackman & Company, PLC
Certified Public Accountants
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April 21, 2017
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IRON ORE HERITAGE RECREATION AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
Our discussion and analysis of the Iron Ore Heritage Recreation Authority’s (the Authority)
financial performance provides an overview of the Authority’s financial activities for the year ended
December 31, 2016. Please read it in conjunction with the financial statements, as listed in the
table of contents.
FINANCIAL HIGHLIGHTS


Net position for the Authority as a whole was reported at $2,916,627. Net position is
comprised of 100% governmental activities.



During the year, the Authority’s total expenses were $217,226, while revenues from all
sources totaled $450,640 resulting in an increase in net position of $233,414.
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USING THIS ANNUAL REPORT
This annual report consists of a series of financial statements. The Statement of Net Position and
the Statement of Activities (as listed in the table of contents) provide information about the
activities of the Authority as a whole and present a longer-term view of the Authority finances.
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Reporting the Iron Ore Heritage Recreation Authority as a Whole
One of the most important questions asked about the authority’s finances is “Is the Iron Ore
Heritage Recreation Authority as a whole better off or worse off as a result of the year’s activities?”
The Statement of Net Position and the Statement of Activities report information about the Iron
Ore Heritage Recreation Authority as a whole and about its activities in a way that helps answer
this question. These statements include all assets, deferred outflows of resources, liabilities, and
deferred inflows of resources using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid. These two
statements report the Authority’ net position and changes in them. You can think of the Authority’s
net position - the difference between assets/deferred outflows of resources and liabilities/deferred
inflows of resources - as one way to measure the Authority’s financial health, or financial position.
Over time, increases or decreases in the Authority’s net position are one indicator of whether its
financial health is improving or deteriorating. You will need to consider other non-financial factors,
however, such as changes in the Authority’s operating base and the condition of the Authority’s
capital assets, to assess the overall financial health of the Iron Ore Heritage Recreation Authority.
In the Statement of Net Position and the Statement of Activities, we report all of the Authority’s
activities as governmental activities because the Authority’s receives property taxes to cover the
cost of services it provides.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
Table 1 provides a summary of the Iron Ore Heritage Recreation Authority net position as of
December 31, 2016 and 2015:
Table 1
Net Position
2016
Current and other assets
$401,538
Capital assets, net
2,849,752
Total Assets
3,251,290
Deferred outflows of resources
Current liabilities
Non-current liabilities
Total Liabilities

-

-

11,054
11,054

10,624
24,708
35,332

323,609

319,251
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Deferred inflows of resources

2015
$367,982
2,669,814
3,037,796

Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

2,849,752
66,875
$2,916,627

2,645,106
38,107
$2,683,213
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Net position of the Authority governmental activities stood at $2,916,627. Unrestricted net
position—the part of net position that could be used to finance day-to-day activities stood at
$66,875.
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The $66,875 in unrestricted net position represents the accumulated results of all past years’
operations. The results of this year’s operations for the Authority as a whole are reported in the
Statement of Activities (see Table 2), which shows the changes in net position for fiscal years
2016 and 2015.
Table 2
Changes in Net Position
2016

Operating Revenues:
Program revenues
General revenues
Special items
Total Revenues
Operating Expenses:
Recreation and culture
Debt service
Total Expenditures
Increase (decrease) in net position
Net Position, beginning
Net Position, Ending
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2015

$74,443
376,197
450,640

$298,700
350,602
649,302

216,877
349
217,226
233,414
2,683,213
$2,916,627

148,556
3,424
151,980
497,322
2,185,891
$2,683,213

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
The Authority’s total revenues were $450,640. The total cost of all programs and services was
$217,226, leaving an increase in net position of $233,414 because of fiscal year 2016 operations.
The net increase for the current year of $233,414 is the result of $250,571 in capital outlays
reclassified to assets, ($70,633) recorded as depreciation, $24,708 in principal payments
reclassified as a reduction in liabilities, and a net decrease from Governmental Funds of $28,768.
CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
At the end of fiscal years 2016 and 2015, the Authority had $2,849,752 and $2,669,814 invested
in a variety of capital assets, including land and construction in progress. (See Table 3 below)

2015
$325,000
7,700
2,337,114
$2,669,814
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Table 3
Capital Assets
(Net of accumulated depreciation)
2016
Land
$325,000
Construction in progress
Infrastructure
2,524,752
Total
$2,849,752

The Authority began construction of the Iron Ore Heritage Trail in 2010. In 2016, the Authority is
almost complete with construction. During the year, several projects at different trailheads were
completed. Several signs were purchased. The Authority completed repairs to the Humboldt
Bridge and disposed of no fixed assets during the fiscal year.

R

Further details on capital assets can be found in the notes to the financial statements.
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Debt
At year-end, the Authority had $0 in notes outstanding as depicted in Table 4 below.
Table 4
Outstanding Debt at Year-end
2016

Notes payable

$$-

Total

2015
$24,708
$24,708

Further details on long-term debt can be found in the notes to the financial statements.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS
In preparing the budget for the year ending December 31, 2017, the Authority considered new
projects to be completed. Plans include continuing the development of the trail in Tilden and
Republic Township, as well as possible improvements to existing ATV trails in the City of
Ishpeming. Costs for construction projects will come from local sources, the Michigan Natural
Resources Trust Fund Grant and property tax revenue.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
CONTACTING THE IRON ORE HERITAGE RECREATION AUTHORITY FINANCIAL
MANAGEMENT
This financial report is designated to provide our taxpayers, investors and creditors with a general
overview of the Joint Operations’ finances and to show the Iron Ore Heritage Recreation
Authority’s accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the Iron Ore Heritage Recreation Authority at:
Iron Ore Heritage Recreation Authority
P.O. Box 763
Marquette, Michigan 49855
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Iron Ore Heritage Recreation Authority
STATEMENT OF NET POSITION
December 31, 2016

Primary
Government
Governmental
Activities
ASSETS
Current Assets:
Cash and cash equivalents
Receivables, net
Non-current Assets:
Capital Assets:
Land and construction in progress
Other capital assets, net

$

211,019
190,519

325,000
2,524,752

TOTAL ASSETS

3,251,290
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DEFERRED OUTFLOWS OF RESOURCES

R

LIABILITIES
Current Liabilities:
Accounts payable
Accrued liabilities
Non-current Liabilities:
Portion due or payable within one year
Notes payable
Portion due or payable after one year
Notes payable

TOTAL LIABILITIES

4,423
6,631

11,054

DEFERRED INFLOWS OF RESOURCES
Taxes levied for a subsequent period

D

323,609

TOTAL DEFERRED INFLOWS OF RESOURCES

323,609

NET POSITION
Net investment in capital assets
Restricted
Unrestricted
TOTAL NET POSITION

-

2,849,752
66,875
$

2,916,627

The accompanying notes are an integral part of these financial statements.
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Iron Ore Heritage Recreation Authority
STATEMENT OF ACTIVITIES
For the year ended December 31, 2016

Net (Expense)
Revenue and
Changes in
Net Position
Primary
Government

Program Revenues

Function / Programs
Primary Government:
Governmental Activities:
Recreation and culture
Debt service

Expenses

$

Total Governmental Activities

$

217,226
$

217,226

-

$

74,443
-

$

-

Capital
Grants and
Contributions

$

74,443
$

74,443

$

Governmental
Activities

-

$

(142,434)
(349)

-

(142,783)

-

(142,783)
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TOTAL PRIMARY GOVERNMENT

216,877
349

Operating
Grants and
Contributions

Charges for
Services

General Revenues:
Property taxes
Local contributions
Interest earned
Miscellaneous

311,072
50,300
233
14,592

TOTAL GENERAL REVENUES

376,197

CHANGE IN NET POSITION

233,414

Net position, beginning of year

D
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NET POSITION, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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2,683,213
$

2,916,627

Iron Ore Heritage Recreation Authority
GOVERNMENTAL FUNDS
BALANCE SHEET
December 31, 2016

General
Fund
ASSETS
Cash and cash equivalents
Accounts receivable
Taxes receivable

$

401,538
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TOTAL ASSETS

DERERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES

-

$

401,538

$

4,423
6,631

R

LIABILITIES
Accounts payable
Accrued payroll and related

211,019
18,013
172,506

TOTAL LIABILITIES

11,054

DEFERRED INFLOWS OF RESOURCES
Taxes levied for a subsequent period

D

323,609

FUND BALANCE
Non-spendable
Restricted
Committed
Assigned
Unassigned

66,875
TOTAL FUND BALANCE

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCE

66,875

$

401,538

The accompanying notes are an integral part of these financial statements.
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Iron Ore Heritage Recreation Authority
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
December 31, 2016

Total Fund Balances for Governmental Funds

$

66,875

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 in
the funds, net accumulated depreciation.

2,849,752
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Long-term liabilities, including notes payable, are not
due and payable in the current period and therefore are
not reported in the funds.
Current portion of note payable
Note payable

-

-

$ 2,916,627
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NET POSITION OF GOVERNMENTAL ACTIVITIES

$

The accompanying notes are an integral part of these financial statements.
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Iron Ore Heritage Recreation Authority
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE
For the year ended December 31, 2016

General
Fund
REVENUES:
Property taxes
Federal sources
State sources
Local sources
Interest earned
Other

311,072
74,443
50,300
233
14,592

AF
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$

TOTAL REVENUES

450,640

EXPENDITURES:
Current Operations:
Recreation and culture
Debt service

396,815
25,057
421,872

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

28,768
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TOTAL EXPENDITURES

OTHER FINANCING SOURCES (USES):
Loan proceeds
TOTAL OTHER FINANCING
SOURCES (USES)

-

CHANGE IN FUND BALANCE

28,768

Fund balance, beginning of year
FUND BALANCE, END OF YEAR

38,107
$

66,875

The accompanying notes are an integral part of these financial statements.
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Iron Ore Heritage Recreation Authority
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the year ended December 31, 2016

Net Change in Fund Balances - Total Governmental Funds

$

28,768

Amounts reported for governmental activities in the statement
of activities are different because:
Governmental funds report 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. This is the amount by which capital
outlays exceeded depreciation in the current period.
$

250,571
(70,633)
-

179,938

24,708

24,708

AF
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Capital outlays
Depreciation expense
Gain (loss) on disposal

Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net position.

$

D
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CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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233,414

IRON ORE HERITAGE RECREATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2016
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The financial statements of the Iron Ore Heritage Recreation Authority (the Authority) have been
prepared in accordance with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that
do not conflict with or contradict GASB pronouncements. The more significant of these accounting
policies established in GAAP and used by the Authority are described below.
REPORTING ENTITY

R
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The Authority of the County of Marquette, Michigan was created under the provisions of Act No.
321, Public Acts of 2000 (the “Recreational Authorities Act”) MCL 123.1131 in May of 2007 as a
multi-jurisdictional special purpose type government. The three cities and five townships of the
County of Marquette, Michigan entered into this agreement governing the composition and
appointment of members of the governing body of the Authority. This area was established as the
Iron Ore Heritage Recreation Authority by the City of Marquette, City of Negaunee, City of
Ishpeming, Township of Chocolay, Township of Marquette, Township of Tilden, Township of
Negaunee, and the Township of Republic encompasses the corporate boundaries of the City of
Marquette, City of Negaunee, City of Ishpeming, Township of Chocolay, Township of Marquette,
Township of Tilden, Township of Negaunee, and the Township of Republic.
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The Authority’s Board consists of nine members with one appointed by each of the three cities
and five townships and one appointed by the County of Marquette, Michigan comprising the Board
of Directors. The Authority’s Board of Directors are given the powers to maintain and operate the
Authority. The Authority’s operations are financed substantially through a tax millage and various
grants available through the State of Michigan. The Authority’s purpose is to establish, implement
and maintain a 47 mile, multi-use year-round trail known as the Iron Ore Heritage Trail – an entity
to connect many small communities, provide education to local citizens and promote healthy
lifestyles and community living.
BASIC FINANCIAL STATEMENTS – GOVERNMENT–WIDE FINANCIAL STATEMENTS
The Authority’s basic financial statements include both government-wide (reporting the Iron Ore
Heritage Recreation Authority as a whole) and fund financial statements (reporting the Iron Ore
Heritage Recreation Authority’s major funds). Both the government-wide and fund financial
statements categorize primary activities as either governmental or business-type. The Iron Ore
Heritage Recreation Authority’s operations are classified as governmental activities.
In the government-wide Statement of Net Position, both the governmental and business-type
activities columns are presented on a consolidated basis by column and are reported on a full
accrual, economic resource basis, which recognizes all long-term assets and receivables as well
as long-term debt and obligations. The Authority’s net position are reported in three parts – net
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
investment in capital assets; restricted net position; and unrestricted net position. The Authority
first utilizes restricted resources to finance qualifying activities.
The government-wide Statement of Activities reports both the gross and net cost of each of the
Authority’s functions and business-type activities. The functions are also supported by general
government revenues (property, sales and use taxes, certain intergovernmental revenues, etc.).
The Statement of Activities reduces gross expenses (including depreciation) by related program
revenues, operating and capital grants. Program revenues must be directly associated with the
function or a business-type activity. Operating grants include operating-specific and discretionary
(either operating or capital) grants while the capital grants column reflects capital-specific grants.
The net costs (by function or business-type activity) are normally covered by general revenue.
The government-wide focus is more on the sustainability of the Authority as an entity and the
change in the Authority’s net position resulting from the current year’s activities. For the most part,
the effect of interfund activities has been removed from these statements.
BASIC FINANCIAL STATEMENTS – FUND FINANCIAL STATEMENTS
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The financial transactions of the Authority are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprises its assets, deferred outflows of resources, liabilities, deferred inflows of resources,
reserves, fund equity, revenues and expenditures/expenses. The various funds are reported by
generic classification within the financial statements.
The following fund types are used by the Iron Ore Heritage Recreation Authority:

General Fund – General Fund is the general operating fund and, accordingly, it is used
to account for all financial resources relating to the operation of the Authority.
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•
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Governmental Funds
The focus of the governmental funds’ measurement (in the fund statements) is upon
determination of financial position (sources, uses, and balances of financial resources) rather than
upon net income. The following is a description of the governmental funds of the Authority:

The emphasis in fund financial statements is on the major funds in either the governmental or
business-type activities categories. Non-major funds by category are summarized into a single
column. GASB Statement No. 34 sets forth minimum criteria (percentage of the assets/deferred
outflows
of
resources,
liabilities/deferred inflows
of
resources, revenues or
expenditures/expenses of either fund category or the governmental and enterprise combined) for
the determination of major funds.
The Iron Ore Heritage Recreation Authority reports the following major governmental funds:
•

General Fund – General Fund is the general operating fund and, accordingly, it is used
to account for all financial resources relating to the operation of the Iron Ore Heritage
Recreation Authority.
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
BASIS OF ACCOUNTING
Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of the
measurements made regardless of the measurement focus applied.
Accrual
Both governmental and business-type activities in the government-wide financial statements and
the proprietary and fiduciary fund financial statements are presented on the accrual basis of
accounting. Revenues are recognized when earned and expenses are recognized when incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenues as soon as
all eligibility requirements imposed by the provider have been met.
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All enterprise funds apply Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless
those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails.
Their revenues are recognized when they are earned, and their expenses are recognized when
they are incurred.

R

Modified Accrual
The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified basis of accounting, revenues are recorded when they are both
measurable and available. “Available” means collectible within the current period or within 60 days
of the end of the current fiscal period. Expenditures are generally recognized under the modified
accrual basis of accounting when the related liability is incurred. However, debt service
expenditures, compensated absences, and claims and judgments are recorded only when
payment is due.
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FINANCIAL STATEMENT AMOUNTS

Budgets and Budgetary Accounting – The Authority follows these procedures in establishing
the budgetary data reflected in the financial statements:
a. The Authority Administrator submits to the Authority Board of Directors a proposed
operating budget for the fiscal year commencing the following January 1. The
operating budget includes proposed expenditures and the means of financing them.
b. Numerous opportunities exist for public comment during the budget process including
at least one formal public hearing conducted at the Country Inn and Suites of
Marquette, Michigan to obtain taxpayer comment.
c. Pursuant to statute, prior to December 31 of each year the budget for the ensuing year
is legally enacted through adoption of an Annual General Appropriations Act.
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
d. The general statute governing Authority budgetary activity is the State of Michigan
Uniform Budgeting and Accounting Act. In addition to the provisions of the said Act
and Board policy, general statements concerning the Board’s intent regarding the
administration of each year’s budget are set out in the Annual General Appropriations
Act. The Authority Board of Directors, through policy action, specifically directs the
Administrator not to authorize or participate in any expenditure of funds except as
authorized by the Annual General Appropriations Act. The Board recognized that, in
addition to possible Board sanctions for willful disregard of this policy, State statutes
provide for civil liability for violations of the Annual General Appropriations Act.
Supplemental appropriations are submitted to and reviewed by the Administrator and
submitted to the Authority Board of Directors for their review and approval. If approved, they
are implemented by the Administrator through a budget revision.

f.
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e. The Authority adopts its Annual Budget on a departmental basis. At each level of
detail, governmental operations are summarized into expenditure account groups.
Funding sources are also identified and adopted at each level of detail. Budgetary
controls exist at the most detailed level adopted by the Board of Directors, i.e.
department for analytical purposes. A detailed line item breakdown is prepared for
each program. Accounting, i.e. classification control, resides at the line item detail
level.
Budgets for the General Fund were adopted in substance on an accrual basis which
is consistent with generally accepted accounting principles. Budgeted amounts as
reported in the Financial Report are as originally adopted and/or amended by the
Authority Board of Directors.
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Cash Equivalents and Investments – For the purposes of balance sheet classification and the
statement of cash flows, cash and equivalents consist of demand deposits, cash in savings,
money market accounts and short-term certificates of deposit with original maturity of three
months or less. Investments are carried at fair value. The fair value measurements of investments
is based on the hierarchy established by generally accepted accounting principles, which has
three levels based on the valuation inputs used to measure an asset’s fair value.
Capital Assets – Capital assets, which include property, plant, equipment and infrastructure
assets (e.g. streets, bridges, and sidewalks), are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital assets are
defined by the Authority has assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of five years.
All capital assets are valued at historical cost or estimated historical cost if actual historical cost
is not available. Donated capital assets are valued at their fair value on the date donated.
Depreciation on all exhaustible capital assets is charged as an expense against their operations
in government-wide statements and proprietary financial statements. Accumulated depreciation
is reported on government-wide and proprietary statement of net position. Depreciation has been
provided over the estimated useful lives using the straight-line method. The estimated useful lives
are as follows:
Infrastructure

30 - 40 years

19

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Deferred Outflows 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 future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Authority does not have any deferred inflows of resources.
Long-Term Liabilities – In the government-wide financial statements and proprietary fund types
in the fund financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities and business-type activities or proprietary fund
type statement of net position. In the fund financial statements, the face amount of debt issued is
reported as other financing sources.
Estimates – The preparation of financial statements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that affect the reporting of
certain assets, liabilities, revenues, and expenditures. Actual results may differ from estimated
amounts.
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Property Taxes – Property taxes are levied as of December 1 of each year and are due by the
last day of the following February. The taxes are collected by the local unit and periodically
remitted to the third parties during the collection period.
Compensated Absences –The Authority does not have any compensated absences.
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Deferred Inflows of Resources – In addition to liabilities, the statement of net position and
governmental funds balance sheet 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. The Authority has one item that qualifies for reporting
in this category. In the government-wide and governmental fund financial statements property
taxes levied during the year that were recognized as an inflow of resources in the period that the
amount becomes available.
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Subsequent Events – Management evaluates events occurring subsequent to the date of the
financial statements in determining the accounting for and disclosure of transactions and events
that affect the financial statements. Subsequent events have been evaluated through April 21,
2017, the date of the accompanying independent auditor’s report, which is the date the financial
statements were available to be issued.
NOTE B – DEPOSITS AND INVESTMENTS:
Cash and Cash Equivalents
The following is a reconciliation of cash and investments for both the unrestricted and restricted
assets for the primary government from the Statement of Net Position:
Primary
Government
Unrestricted:
Cash and cash equivalents
TOTALS
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$211,019
$211,019

NOTE B – DEPOSITS AND INVESTMENTS (Continued):
Custodial Credit Risk – Deposits
Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may not
be returned to it. State law does not require and the Authority does not have a deposit policy for
custodial credit risk. The carrying amounts of the primary government deposits with financial
institutions were $211,019 and the bank balance was $211,832.
The bank balance is categorized as follows:
Amount insured by the FDIC:
Uncollateralized and uninsured:
TOTAL

$211,832
$211,832

Investments
As of December 31, 2016, the Authority did not have any investments.
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Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of the
Authority’s investments. The Authority does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.
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Credit Risk
Michigan statutes (Act 196, PA 1997) authorize the Authority to invest in bonds, other direct
obligations and repurchase agreements of the United States, certificates of deposits, savings
accounts, deposit accounts or receipts of a bank which is a member of the FDIC and authorized to
operate in this state, commercial paper rated at the time of purchase within the two highest
classifications established by not less than two standard rating services and matures within 270
days from date of purchase, bankers’ acceptances of the United States banks, obligations of the
State of Michigan and its political subdivisions, external investment pools, and certain mutual funds.
Michigan law prohibits security in the form of collateral, surety bond, or another form for the deposit
of public money.
The Authority has no investment policy that would further limit its investment choices. The
Authority’s investments are rated as noted above. Ratings are not required for the Authority’s
investment in equity-type funds. The Authority’s investments are in accordance with statutory
authority.
Concentration of Credit Risk
The Authority places no limit on the amount the Authority may invest in any one issuer.
NOTE C – ACCOUNTS RECEIVABLE AND TAXES RECEIVABLE:
Receivables as of the year-end, including applicable allowances for uncollectible accounts, are
as follows:
Type
Total
Property Taxes – Current
$172,506
Other
18,013
Due from Other Government Units
Delinquent Property Taxes
Total
$190,519
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NOTE D – CAPITAL ASSETS:
A summary of the capital assets of the Governmental Activities is as follows:
Balance at
January 1,
2016
GOVERNMENTAL ACTIVITIES:
Capital Assets Not Being
Depreciated:
Land
Construction in progress
Total Capital Assets,
not being depreciated

Disposals

$325,000
7,700

$-

$(7,700)

$325,000
-

332,700

-

(7,700)

325,000

2,440,075

258,271

-

2,698,346

2,440,075

258,271

-

2,698,346
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Capital Assets Being Depreciated
Infrastructure
Total Capital Assets,
being depreciated
Less Accumulated Depreciation:
Infrastructure
Total Accumulated Depreciation
Governmental Activities –
Capital Assets, Net

Additions

Balance at
December
31, 2016

(102,961)
(102,961)

(70,633)
(70,633)

-

(173,594)
(173,594)

$2,669,814

$187,638

($7,700)

$2,849,752

As of December 31, 2016, depreciation expense totaled $70,633.
NOTE E – LONG-TERM DEBT:
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The following is a summary of long-term debt transactions of the primary government at
December 31, 2016:

GOVERNMENTAL ACTIVITIES:
Construction #3 – Note Payable
TOTAL GOVERNMENTAL ACTIVITIES

Balance
12/31/15

Additions

$24,708
$24,708

$$-

Deductions
($24,708)
($24,708)

Balance
12/31/16

Due Within
One Year
$$-

Notes Payable
The Authority had one promissory note payable at the end of fiscal year 2016, which was an
unsecured instruments financed with local financial institutions. The balance was fully paid as of
December 31, 2016.
NOTE F – LEASES AND EASEMENTS:
The Authority has entered into various lease and easement agreements for land use throughout
Marquette County for the Iron Ore Heritage Trail to either cross or occupy the properties. These
agreements range from one year to perpetuity with lease costs ranging from $0 to $1 per year.
All lease agreements have an automatic renewal. The maximum amount of lease payments per
year is $3.
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$$-

NOTE G – DEFERRED INFLOWS OF RESOURCES:
In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. The separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period and so will not
be recognized as revenue until then. Deferred inflows of resources in the fund and governmentwide financial statements at December 31, 2016 are comprised of tax revenues levied for a
subsequent period of $323,609.
NOTE H – PROPERTY TAXES:
The Authority’s property tax is levied on July 1st and December 1st on the taxable valuation of
property (as defined by State statutes) located in the Authority’s District as of the preceding
December 31st.
Although the Authority’s 2016 ad valorem tax is levied and collectible on July 1st and December
1st, 2016, it is the Authority’s policy to recognize revenue from the current tax levy in the following
year when the proceeds of this levy are budgeted and made “available” for the financing of
operations. “Available” means collected within the current period or expected to be collected soon
enough thereafter to be used to pay liabilities of the current period (60) days.
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The 2016 taxable valuation of the Authority totaled $1,618,043,669 on which ad valorem taxes
levied consisted of 0.2000 mills for the Local Government Unit operation purposes. These
amounts are recognized in the financial statements as taxes levied for a subsequent period.
NOTE I – FUND BALANCES – GOVERNMENTAL FUNDS:

As of December 31, 2016, fund balances of the governmental funds are classified as follows:
Non-spendable — amounts that cannot be spent either because they are in non-spendable
form or because they are legally or contractually required to be maintained intact.
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Restricted — amounts that can be spent only for specific purposes because of constitutional
provisions or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other governments.
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Committed — amounts that can be used only for specific purposes determined by a formal
action of the Board of Directors. The Board of Directors is the highest level of decisionmaking authority for the Authority. Commitments may be established, modified, or
rescinded only through ordinances or resolutions approved by the Board of Directors.
Assigned — amounts that do not meet the criteria to be classified as restricted or committed
but that are intended to be used for specific purposes. Under the Authority’s adopted policy,
only the Administrator or the Board of Directors may assign amounts for specific purposes.
Unassigned — all other spendable amounts.
As of December 31, 2016, fund balances are composed of the following:
General Fund
Non-spendable
Restricted
Committed
Assigned
Unassigned
Total fund balances
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$66,875
$66,875

NOTE I – FUND BALANCES – GOVERNMENTAL FUNDS (Continued):
The Board of Directors establishes (and modifies or rescinds) fund balance commitments by
passage of a resolution. This is typically done through adoption and amendment of the budget. A
fund balance commitment is further indicated in the budget document as a designation or
commitment of the fund. Assigned fund balance is established by the Administrator through
amendment of the budget as intended for specific purpose (such as the purchase of fixed assets,
construction, debt service, or for other purposes).
When expenditure is incurred for purposes for which both restricted and unrestricted fund balance
is available, the Authority considers restricted funds to have been spent first. When expenditure
is incurred for which committed, assigned, or unassigned fund balances are available, the
Authority considers amounts to have been spent first out of committed funds, then assigned funds,
and finally unassigned funds, as needed, unless the Board of Directors has provided otherwise in
its commitment or assignment actions.
NOTE J – NEW STANDARDS:
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Recently Issued and Adopted Accounting Pronouncements
In February 2015, the GASB issued Statement No. 72, Fair Value Measurement and Application.
GASB No. 72 addresses accounting and financial reporting issues related to fair value
measurements. It provides guidance for determining a fair value measurement for financial
reporting purposes. This Statement is effective for periods beginning after June 15, 2015. The
adoption of GASB No. 72 does not have any impact on the Authority financial statements.
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In June 2015, the GASB issued Statement No. 76, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments. GASB 76 reduces the GAAP hierarchy
to two categories of authoritative GAAP and addresses the use of authoritative and nonauthoritative literature in the event that the accounting treatment for a transaction or other event
is not specified within a source of authoritative GAAP. This Statement is effective for periods
beginning after June 15, 2015. The adoption of GASB No. 76 does not have any impact on The
Authority financial statements.
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In March 2016, the GASB issued Statement No. 82, Pension Issues—an amendment of GASB
Statements No. 67, No. 68, and No. 73. GASB 82 addresses issues regarding (1) the presentation
of payroll-related measures in required supplementary information, (2) the selection of
assumptions and the treatment of deviations from the guidance in an Actuarial Standard of
Practice for financial reporting purposes, and (3) the classification of payments made by
employers to satisfy employee (plan member) contributions. Prior to the issuance of this
Statement, Statements 67 and 68 required presentation of covered-employee payroll, which is
the payroll of employees that are provided with pensions through the pension plan, and ratios that
use that measure, in schedules of required supplementary information. This Statement amends
Statements 67 and 68 to instead require the presentation of covered payroll, defined as the payroll
on which contributions to a pension plan are based, and ratios that use that measure. This
Statement is effective for periods beginning after June 15, 2016. The adoption of GASB No. 82
does not have any impact on the Authority financial statements.
Other Recently Issued Accounting Pronouncements
In June 2015, the GASB issued Statement No. 73, Accounting and Financial Reporting for
Pension and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB 67 and 68. GASB No. 73 establishes requirements
for defined benefit pensions that are not within the scope of Statement No. 68, Accounting and
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NOTE J – NEW STANDARDS (Continued):
Financial Reporting for Pensions, as well as for the assets accumulated for purposes of providing
those pensions. In addition, it establishes requirements for defined contribution pensions that are
not within the scope of Statement 68. It also amends certain provisions of Statement No. 67,
Financial Reporting for Pension Plans, and Statement 68 for pension plans and pensions that are
within their respective scopes. This Statement is effective for periods beginning after June 15,
2015. The Authority does not have any pension plans that meet the criteria of GASB 73.
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In December 2015, the GASB issued Statement No. 79, Certain External Investment Pools and
Pool Participants. GASB No. 79 addresses accounting and financial reporting for certain external
investment pools and pool participants. Specifically, it establishes criteria for an external
investment pool to qualify for making the election to measure all of its investments at amortized
cost for financial reporting purposes. This Statement establishes additional note disclosure
requirements for qualifying external investment pools that measure all of their investments at
amortized cost for financial reporting purposes and for governments that participate in those
pools. Those disclosures for both the qualifying external investment pools and their participants
include information about any limitations or restrictions on participant withdrawals. This Statement
is effective for periods beginning after June 15, 2015. The Authority does not have any external
investment pools; therefore, GASB 79 is not applicable to the Authority.

R

In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. GASB No. 77
requires disclosure of tax abatement information about (1) a reporting government’s own tax
abatement agreements and (2) those that are entered into by other governments and that reduce
the reporting government’s tax revenues. This Statement defines a tax abatement as resulting
from an agreement between a government and an individual or entity in which the government
promises to forgo tax revenues and the individual or entity promises to subsequently take a
specific action that contributes to economic development or otherwise benefits the government
or its citizens. This Statement is effective for periods beginning after December 15, 2015. The
Authority does not have tax abatements; therefore, GASB 77 is not applicable to the Authority.
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GASB 78: Pensions Provided through Certain Multiple-Employer Defined Benefit Pension plans
In December 15, 2015, the GASB issued Statement No. 78, Pensions Provided through Certain
Multiple-Employer Defined Benefit Pension plans. GASB No. 78 amends the scope and
applicability of Statement 68 to exclude pensions provided to employees of state or local
governmental employers through a cost-sharing multiple-employer defined benefit pension plan
that (1) is not a state or local governmental pension plan, (2) is used to provide defined benefit
pensions both to employees of state or local governmental employers and to employees of
employers that are not state or local governmental employers, and (3) has no predominant state
or local governmental employer (either individually or collectively with other state or local
governmental employers that provide pensions through the pension plan). This Statement
establishes requirements for recognition and measurement of pension expense, expenditures,
and liabilities; note disclosures; and required supplementary information for pensions that have
the characteristics described above.
NOTE K – UPCOMING STANDARDS:
The following pronouncements of the Governmental Accounting Standards Board (GASB) have
been released recently and may be applicable to the Authority in the near future. We encourage
management to review the following information and determine which standard(s) may be
applicable to the Authority.
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NOTE K – UPCOMING STANDARDS (Continued):
GASB 74: Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans
Effective for fiscal years beginning after June 15, 2016 (The Authority fiscal year 2017)
This standard replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, as amended, and No. 57, OPEB Measurements by Agent Employers
and Agent Multiple-Employer Plans. It also includes requirements for defined contribution OPEB
plans that replace the requirements for those OPEB plans in Statement No. 25, Financial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans,
as amended, Statement 43, and Statement No. 50, Pension Disclosures.
The scope of this Statement includes OPEB plans—defined benefit and defined contribution—
administered through trusts that meet certain criteria. It also includes requirements to address
financial reporting for assets accumulated for purposes of providing defined benefit OPEB through
OPEB plans that are not administered through trusts that meet the specified criteria.
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GASB 75: Accounting and Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans
Effective for fiscal years beginning after June 15, 2017 (The Authority fiscal year 2018)
This standard replaces the requirements of Statements No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, as amended, and
No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, for OPEB.
Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans, establishes new accounting and financial reporting requirements for OPEB plans.
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The scope of this Statement addresses accounting and financial reporting for OPEB that is
provided to the employees of state and local governmental employers. It establishes standards
for recognizing and measuring liabilities, deferred outflows of resources, deferred inflows of
resources, and expense/expenditures. For defined benefit OPEB, this Statement identifies the
methods and assumptions that are required to be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present value to
periods of employee service. Note disclosure and required supplementary information
requirements about defined benefit OPEB also are addressed.
In addition, this Statement details the recognition and disclosure requirements for employers with
payables to defined benefit OPEB plans that are administered through trusts that meet the
specified criteria and for employers whose employees are provided with defined contribution
OPEB. This Statement also addresses certain circumstances in which a non-employer entity
provides financial support for OPEB of employees of another entity.
GASB 75 also requires more extensive note disclosures and required supplementary information,
including 10 years of historical information. The particular accounting and financial reporting
requirements and footnote disclosures are dependent upon the type of plan being used (defined
benefit, defined contribution, or special funding situations) and whether the OPEB plans are
administered through trusts meeting certain criteria.
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NOTE K – UPCOMING STANDARDS (Continued):
GASB 80: Blending Requirements for Certain Component Units – an Amendment to GASB
Statement No. 14
Effective for fiscal years beginning after June 15, 2016 (The Authority fiscal year 2017)
This Statement amends the blending requirements for the financial statement presentation of
component units of all state and local governments. The additional criterion requires blending of
a component unit incorporated as a not-for-profit corporation in which the primary government is
the sole corporate member. The additional criterion does not apply to component units included
in the financial reporting entity pursuant to the provisions of Statement No. 39, Determining
Whether Certain Organizations Are Component Units.
GASB 81: Irrevocable Split-Interest Agreements
Effective for fiscal years beginning after December 15, 2016 (The Authority fiscal year 2017)
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This Statement requires that a government that receives resources pursuant to an irrevocable
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the
inception of the agreement. Furthermore, this Statement requires that a government recognize
assets representing its beneficial interests in irrevocable split-interest agreements that are
administered by a third party, if the government controls the present service capacity of the
beneficial interests. This Statement requires that a government recognize revenue when the
resources become applicable to the reporting period.
GASB 83: Certain Asset Retirement Obligations
Effective for fiscal years beginning after June 15, 2018 (The Authority fiscal year 2019)
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This Statement addresses accounting and financial reporting for certain asset retirement
obligations (AROs). An ARO is a legally enforceable liability associated with the retirement of a
tangible capital asset. A government that has legal obligations to perform future asset retirement
activities related to its tangible capital assets should recognize a liability based on the guidance
in this Statement.
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This Statement establishes criteria for determining the timing and pattern of recognition of a
liability and a corresponding deferred outflow of resources for AROs. This Statement requires that
recognition occur when the liability is both incurred and reasonably estimable. The determination
of when the liability is incurred should be based on the occurrence of external laws, regulations,
contracts, or court judgments, together with the occurrence of an internal event that obligates a
government to perform asset retirement activities. It requires the measurement of an ARO to be
based on the best estimate of the current value of outlays expected to be incurred. A deferred
outflow of resources associated with an ARO be measured at the amount of the corresponding
liability upon initial measurement.
This current value of a government’s AROs are required to be adjusted for the effects of general
inflation or deflation at least annually. In addition, it requires a government to evaluate all relevant
factors at least annually to determine whether the effects of one or more of the factors are
expected to significantly change the estimated asset retirement outlays.
The statement also gives guidance on situations in which a government may have a minority
share (less than 50 percent) of ownership interest in a jointly owned tangible capital asset in which
a nongovernmental entity is the majority owner and reports it’s ARO in accordance with the
guidance of another recognized accounting standards setter. The government’s minority share of
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NOTE K – UPCOMING STANDARDS (Continued):
an ARO should be reported using the measurement produced by the nongovernmental majority
owner or the nongovernmental minority owner that has operational responsibility, without
adjustment to conform to the liability measurement and recognition requirements of this
Statement.
This Statement also requires disclosure of information about the nature of a government’s AROs,
the methods and assumptions used for the estimates of the liabilities, and the estimated remaining
useful life of the associated tangible capital assets. If an ARO (or portions thereof) has been
incurred by a government but is not yet recognized because it is not reasonably estimable, the
government is required to disclose that fact and the reasons therefor. This Statement requires
similar disclosures for a government’s minority shares of AROs.
NOTE L – SINGLE AUDIT:
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The Authority’s audited financial statements report a total of $74,443 in Federal expenditures. As
this amount is less than the single audit threshold of $750,000, the Authority is not required to
have a single audit in accordance with Uniform Guidance for the fiscal year ended December 31,
2016.
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REQUIRED SUPPLEMENTARY INFORMATION
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Iron Ore Heritage Recreation Authority
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended December 31, 2016

Budgeted Amounts
Original
Final
REVENUES:
Property taxes
Federal sources
Local sources
Interest earned
Other revenues

$

TOTAL REVENUES

$

373,683

320,433
68,730
50,300
231
8,525

$

448,219
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EXPENDITURES:
Recreation and culture
Debt service

280,000
41,000
50,100
183
2,400

Variance with
Final Budget
Positive
(Negative)

Actual
GAAP
Basis
311,072
74,443
50,300
233
14,592

$

(9,361)
5,713
2
6,067

450,640

2,421

342,776
26,000

396,985
25,057

396,815
25,057

170
-

TOTAL EXPENDITURES

368,776

422,042

421,872

170

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

4,907

26,177

28,768

2,591

-

-

-

-

TOTAL OTHER FINANCING
SOURCES (USES)

-

-

-

-

CHANGE IN FUND BALANCE

4,907

26,177

28,768

2,591

38,107

38,107

38,107

-
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OTHER FINANCING SOURCES (USES):
Loan proceeds

Fund balance, beginning of year

FUND BALANCE, END OF YEAR

$

43,014
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$

64,284

$

66,875

$

2,591
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OTHER FINANCIAL INFORMATION

31

Iron Ore Heritage Recreation Authority
MAJOR GOVERNMENTAL FUNDS
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE BUDGET AND ACTUAL
For the year ended December 31, 2016

Final
Budget
REVENUES:
Property Taxes:
Taxes

$
Total Property Taxes

320,433
320,433

Total Federal Sources

68,730
68,730

Federal Sources:
Federal grants

Variance with
Final Budget
Positive
(Negative)

Actual
GAAP
Basis

$

311,072
311,072

$

(9,361)
(9,361)

5,713
5,713

Total Local Sources

300
50,000
50,300

300
50,000
50,300

-

Total Interest Earned

231
231

233
233

2
2

Total Other Revenues

8,525
8,525

14,592
14,592

6,067
6,067

448,219

450,640

2,421

62,438
4,271
1,679
25,609
302,988

62,438
4,271
1,509
25,609
302,988

170
-

TOTAL RECREATION AND CULTURE

396,985

396,815

170

TOTAL DEBT SERVICE

24,708
349
25,057

24,708
349
25,057

-

TOTAL EXPENDITURES

422,042

421,872

170

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

26,177

28,768

2,591

38,107

38,107

-

Local Sources:
Contributions from local units
Contributions from others

Interest Earned:
Interest

R

Other Revenues:
Reimbursements
Miscellaneous
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74,443
74,443

TOTAL REVENUES

D

EXPENDITURES:
RECREATION AND CULTURE:
Personnel services
Contracted services
Supplies
Other services and charges
Capital outlay

DEBT SERVICE:
Principal
Interest

Fund balance, beginning of year
FUND BALANCE, END OF YEAR
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$

64,284

$

66,875

$

2,591
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COMPLIANCE SECTION
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Directors of the
Iron Ore Heritage Recreation Authority
P.O. Box 763
Marquette, Michigan 49855
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We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund, and the aggregate remaining fund
information of the Iron Ore Heritage Recreation Authority (the Authority), as of and for the year
ended December 31, 2016, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements and have issued our report thereon dated
April 21, 2017.
Internal Control over Financial Reporting
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In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the 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 Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. We did
identify certain deficiencies in internal control, described in the accompanying Report to
Management that we consider to be significant deficiencies listed as items 2016-001 and 2016002.
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Board of Directors of the
Iron Ore Heritage Recreation Authority

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.
Iron Ore Heritage Recreation Authority’s Response to Findings

Purpose of this Report
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The Authority’s response to the findings identified in our audit is described in the accompanying
Report to Management. The Authority’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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.

Anderson, Tackman & Company, PLC
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April 21, 2017
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Iron Ore Heritage Recreation Authority
Report to Management
For the Year Ended December 31, 2016

To the Board of Directors
and Ms. Carol Fulsher of the
Iron Ore Heritage Recreation Authority
P.O. Box 763
Marquette, MI 49855
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In planning and performing our audit of the financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of Iron Ore Heritage Recreation
Authority (the Authority) as of and for the year ended December 31, 2016, in accordance with
auditing standards generally accepted in the United States of America, we considered the
Authority’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 Authority’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the Authority’s internal control.
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Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we
identified certain deficiencies in internal control that we consider to be significant deficiencies.
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. We did not identify any deficiencies in internal
control that we consider to be material weaknesses.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the following deficiencies in internal control to be significant
deficiencies:
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SIGNIFICANT DEFICIENCIES
2016-001 – ASSIST IN PREPARING FINANCIAL STATEMENTS AND FOOTNOTES
(REPEAT)
Condition/Criteria: Statement on Auditing Standards #115 requires us to communicate in
writing when a client requires assistance to prepare the financial statements and footnotes
required in the annual audit report in accordance with accounting principles generally accepted
in the United States of America.
Cause of Condition: The Authority does not have adequate staffing to prepare all the
information included in the annual financial statements.
Effect: We assisted management with the external financial reporting responsibility to ensure
their financial statements are in accordance with generally accepted accounting principles.
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Recommendation: We do not recommend any changes to this situation at this time and
communicate this as required by professional standards.
Management Response – Corrective Action Plan:
 Contact Person(s) Responsible for Correction:
o Jim Thomas, Chairman


Corrective Action Planned:
o Management concurs.



Anticipated Date of Completion:
o Not applicable
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2016-002 – SEGREGATION OF DUTIES (REPEAT)
Condition/Criteria: Internal controls rely on the principle of checks and balances and an
individual should not have responsibility for more than one of the three transaction components:
authorization, custody, and recordkeeping. The Administrator has responsibility for more than
one of the three components of internal control.
Cause of Condition: The size of the organization’s accounting staff precludes certain internal
design controls that would be preferred if the office staff was large enough to provide optimum
segregation of duties.
Effect: The lack of segregation of duties increases the chance that misstatements, whether
caused by error or fraud, could occur and not be prevented or detected on a timely basis by
employees in the course of performing their assigned duties.
Recommendation: Smaller organizations, due to limited resources, are generally more
sensitive to the cost of implementing these design controls and often have compensating
controls to partially mitigate this deficiency.
Management Response – Corrective Action Plan:
 Contact Person(s) Responsible for Correction:
o Jim Thomas, Chairman
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Corrective Action Planned:
o The Board of Trustees closely monitors all payments and reviews the
financial statements on a monthly basis.



Anticipated Date of Completion:
o Not applicable

Iron Ore Heritage Recreation Authority’s written response to the significant deficiencies
identified in our audit has not been subjected to the audit procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.
This communication is intended solely for the information and use of management, the Board of
Directors, and others within the Authority, and is not intended to be and should not be used by
anyone other than these specified parties.

Anderson, Tackman & Company, PLC
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Communication with Those Charged with Governance
For the Year Ended December 31, 2016
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To the Board of Directors of the
Iron Ore Heritage Recreation Authority
P.O. Box 763
Marquette, MI 49855

We have audited the financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Iron Ore Heritage Authority (the Authority) for the
year ended December 31, 2016. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards (and, if
applicable, Government Auditing Standards and the Uniform Guidance), as well as certain
information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated February 1, 2017. Professional standards also require that
we communicate to you the following information related to our audit.
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Significant Audit Findings

Qualitative Aspects of Accounting Practices
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Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Authority are described in the footnotes to the
financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during 2016. We noted no transactions entered into by the Authority
during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.
Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected. The most sensitive
estimate affecting the Authority’s financial statements was:
Management’s estimate of the accumulated depreciation is based on historical
costs and useful lives of the asset. Depreciation is calculated using the straightline method. We evaluated the key factors and assumptions used to develop the
current years depreciation expense and accumulated depreciation in determining
that it is reasonable in relation to the financial statements taken as a whole.
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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 Misstatements
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. In
addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to each opinion unit’s
financial statements taken as a whole.
Disagreements with Management
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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 April 21, 2017.
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Management Consultations with Other Independent Accountants
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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 Authority’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.
Other Audit 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 Authority’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.
Our consideration of internal control was for the limited purpose described in a separate and
was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. We
did identify certain deficiencies in internal control, described in the accompanying Report to
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Management that we consider to be significant deficiencies listed as item 2016-001 and 2016002.
As part of obtaining reasonable assurance about whether the Authority’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests did not
disclose instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
Other Matters
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We applied certain limited procedures to General Fund – Budgetary Comparison Schedule,
which is required supplementary information (RSI) that supplements the basic financial
statements. Our procedures consisted of inquiries of management regarding the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We did not audit the RSI and do not express
an opinion or provide any assurance on the RSI.
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Restriction on Use
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We were engaged to report on General Fund – Schedule of Revenues, Expenditures, and
Changes in Fund Balance – Budget to Actual 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.

This information is intended solely for the information and use of Board of Directors and
management of the Authority and is not intended to be, and should not be, used by anyone
other than these specified parties.

Very truly yours,

Anderson, Tackman & Company, PLC
Certified Public Accountants
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