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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANS|NG STATE TREASURER

August 25, 2020

Board of County Road Commissioners
Iron County Road Commission

800 West Franklin Street

Iron River, Michigan 49935

Independent Auditor's Report

Dear Board Members:
Report on the Financial Statements

We have audited the accompanying financial statesna&inthe governmental activities and the
major fund of the Iron County Road Commission, emponent unit of Iron County, Michigan, as
of and for the year ended December 31, 2019, amdellated notes to the financial statements,
which collectively comprise the Iron County Roadn@oission’s basic financial statements as
listed in the table of contents.

Management’'s Responsibility for the Financial Statats

Management is responsible for the preparation amgfesentation of these financial statements
in accordance with accounting principles generadlgepted in the United States of America; this
includes the design, implementation, and maintemaot internal control relevant to the
preparation and fair presentation of financialestegnts that are free from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on thiasancial statements based on our audit. We
conducted our audit in accordance with auditingdaads generally accepted in the United States
of America and the standards applicable to findrenmlits contained ilsovernment Auditing
Standardsissued by the Comptroller General of the Unitéates. Those standards require that
we plan and perform the audit to obtain reasonasleurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the financial statements. The prosiselected depend on the auditor’s judgment,
including the assessment of the risks of materiastatement of the financial statements, whether
due to fraud or error. In making those risk assesdgs) the auditor considers internal control

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury ¢« 517-335-7469
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relevant to the entity’s preparation and fair préagon of the financial statements in order to
design audit procedures that are appropriate inciteeimstances, but not for the purpose of
expressing an opinion on the effectiveness of thigyés internal control. Accordingly, we express
no such opinion. An audit also includes evaluativgappropriateness of accounting policies used
and the reasonableness of significant accountitigha&®s made by management, as well as
evaluating the overall presentation of the finahsiatements.

We believe that the audit evidence we have obtamsdfficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referredpteviously present fairly, in all material

respects, the respective financial position ofgbeernmental activities and the major fund of the
Iron County Road Commission, Iron County, Michigas, of December 31, 2019, and the
respective changes in financial position for tharygnen ended in conformity with accounting
principles generally accepted in the United StateSmerica.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the tebhi States of America require that the

management’s discussion and analysis on pageshwoegh ten, the budgetary comparison
information, pension trend data, and other postleympent benefits trend data in Exhibits G

through H as well as Schedules 1 through 4 be predeto supplement the basic financial

statements. Such information, although not a pattebasic financial statements, is required by
the Governmental Accounting Standards Board, wingiders it to be an essential part of financial
reporting for placing the basic financial statenseint an appropriate operational, economic, or
historical context. We have applied certain limitgacedures to the required supplementary
information in accordance with auditing standarésegally accepted in the United States of
America, which consisted of inquiries of managemabbut the methods of preparing the

information and comparing the information for catency with management’s responses to our
inquiries, the basic financial statements, andrdthewledge we obtained during our audit of the
basic financial statements. We do not express aniasp or provide any assurance on the
information because the limited procedures do novide us with sufficient evidence to express

an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of fornopgnions on the financial statements that
collectively comprise the Iron County Road Comnue& basic financial statement$he
accompanying supplementary and related informagiogsented in Exhibits | through K is
presented for purposes of additional analysis andot a required part of the basic financial
statements.

Theaccompanying supplementary and related informatresented in Exhibits | throughikthe
responsibility of management and was derived framd eelates directly to the underlying
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accounting and other records used to prepare gie fa@ancial statements. Such information has
been subjected to the auditing procedures appii¢iiel audit of the basic financial statements and
certain additional procedures, including compaiang reconciling such information directly to
the underlying accounting and other records usqutdépare the basic financial statements or to
the basic financial statements themselves, and etthditional procedures in accordance with
auditing standards generally accepted in the UnB&amtes of Americaln our opinion, the
accompanying supplementary and related informgiresented in Exhibits | through K is fairly
stated, in all material respects, in relation ® blasic financial statements as a whole.

Other Reporting Required by Government Auditingn&tads

In accordance witkeovernment Auditing Standardse have also issued our report dated August
25, 2020, on our consideration of the Iron CountyadR Commission’s internal control over
financial reporting and on our tests of its commdia with certain provisions of laws, regulations,
contracts, and grant agreements and other maftieespurpose of that report is solely to describe
the scope of our testing of internal control oveaficial reporting and compliance and the results
of that testing, and not to provide an opinion ¢ teffectiveness of Iron County Road
Commission’s internal control over financial refpiogtor on compliance. That report is an integral
part of an audit performed in accordance v@itvernment Auditing Standardsconsidering the
Iron County Road Commission’s internal control ofieancial reporting and compliance.

Sincerely,

Al 5
TN
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Our discussion and analysis of the Iron County RGadhmission’s financial performance
provides an overview of the Road Commission’s faiahnactivities for the year ended
December 31, 2019. This discussion and analysiesgned to: a) assist the reader in focusing
on significant financial issues; b) provide an avew of the Road Commission’s financial
activity; c) identify changes in the Road Commis&dinancial position (its ability to address
the next and subsequent year challenges); d) fdemy material deviations from the approved
budget; and e) identify any issues or concerns.

Overview of the Financial Statements

This annual report consists of four parts: Managema®iscussion and Analysis (this section),
the basic financial statements, required suppleangnbformation, and an additional section
that presents the operating fund broken down betvpeenary, local and county funds. The
basic financial statements include two kinds ofesteents that present different views of the
Road Commission.

* The first two statements are government-wide firerstatements that provide both long-
term and short-term information about the Road Casion’s overall financial status.
These statements report information about the RBamhmission, as a whole, using
accounting methods similar to those used by prisat#or companies. The Statement of
Net Position includes all of the Road Commissi@ssets and liabilities. All of the current
year’s revenues and expenses are accounted foe Bthtement of Activities regardless of
when cash is received or paid. The Statement oPNsition and the Statement of Activities
provide information about the activities of the B@@ommission and present a longer-term
view of the Road Commission’s finances. The twoeggament-wide statements report the
Road Commission’s net position and how it has chédng

* The remaining statements are fund financial statésnthat focus on individual funds;
reporting the operations in more detail than theegoment-wide statements. Fund financial
statements tell how these services were financ#ueiishort-term, as well as what remains
for future spending.

Reporting the Road Commission as a Whole

The Statement of Net Position and the Statemeitivities report information about the Road
Commission, as a whole, and about its activitiea iway that helps answer the question of
whether the Road Commission, as a whole, is beftesr worse off as a result of the year’s
activities. These statements include all assets lamilities using the accrual basis of
accounting, which is similar to the accounting noetlused by most private-sector companies.
All of the year’'s revenues and expenses are takinaccount regardless of when cash is
received or paid.

The two statements mentioned above report the Roadmission’s net position and changes
in them. The reader can think of the Road Commissinet position (the difference between
assets and liabilities) as one way to measure th&d RCommission’s financial health or

financial position. Over time, increases and desgean the Road Commission’s net position
are one indicator of whether its financial headtinmproving or deteriorating.

1



IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Report of the Road Commission’s Major Fund

The fund financial statements begin with Exhibia@ provide detailed information about the
major fund. The Road Commission currently has amlg fund, the General Operating Fund,
in which all of the Road Commission’s activitieg accounted. The General Operating Fund
is a governmental type fund.

The governmental fund focuses on how money flows amd out of this fund and the balances
left at year end that are available for spendirgs Tund is reported using an accounting method
called modified accrual accounting, which measoesh and all other financial assets that can
readily be converted to cash. The governmental &iattments provide a detailed short-term
view of the Road Commission’s general governmeaofarations and the basic service it
provides. Governmental fund information helps #der to determine whether there are more
or fewer financial resources that can be spenthm rear future to finance the Road
Commission’s services. We describe the relationghipdifferences) between governmental
activities (reported in the Statement of Net Pogitand the Statement of Activities) and the
governmental fund in a reconciliation following thumd financial statements.

The Road Commission as a Whole

Restricted net position is those net assets tha hanstraints placed on them by either: a)
externally imposed by creditors, grantors, contobs, or laws or regulations of other
governments; or b) imposed by law through constita provisions or enabling legislation.
Enabling legislation authorizes the governmensgeas, levy, and charge or otherwise mandate
payment of resources and includes a legally enédrleerequirement that those resources be
used only for the specified purpose stipulatechenlegislation. All assets, as such (except for
net investment in capital assets) are considergdated.

Total net position increased by $859,876 from therpyear. The net investment in capital

assets increased by $1,144,744, primarily as dt @fsecording the infrastructure additions of

$2,459,946, less depreciation of $1,403,614 andddwease in notes payable due to new
borrowings of $211,400 offset by the current yeargipal payments of $327,838. Unrestricted

net position decreased by $284,868, mainly duehtnges resulting from the application

implementation of GASB Statement No. 75 relating®EB and GASB Statement No. 68

relating to Pensions.



IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Net position as of the year ended December 31,,2f8pared to the prior year, are as follows:

Governmental Governmental
Activities Activities
12/31/18 12/31/19 Variance Percentage
Current and Other Assets $ 4,383,498 $ 3,864,336 $ (519)162 -11.84%
Net Capital Assets 22,268,012 23,296,318 1,028,300 4.62%
Total Assets 26,651,510 27,160,654 509,1 1.91%
Deferred Outflows of Resources 549,386 126,718 (422,668) -76.93%
Current Liabilities 822,526 878,590 56,064 6.82%
Long-Term Liabilities 12,851,676 12,016,962 (834)71  -6.49%
Total Liabilities 13,674,202 12,895,552 (77865 -5.69%
Deferred Inflows of Resources 207,832 213,082 5,250 2.53%
Net Position
Net Investment in Capital Assets 20,488,327 21,633,071 1,144,74 5.59%
Unrestricted (7,169,465) (7,454,333) (25838 -3.97%
Total Net Position $ 13,318,862 $ 14,178,738 $ 859,876 6.46%




IRON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

A summary of changes in net position for the yewateel December 31, 2019, compared to the
prior year, are as follows:

2018 2019 Difference Percent
Program Revenue
Federal Grants $ 148,372 $ 330,112 $ 181,740 122.49%
State Grants 4,139,103 4,116,918 (22,185) -0.54%
Contributions From Local Units 37,949 1,526,825 1,488,876 3923.36%
Charges for Services 1,428,143 1,615,833 187,690 13.14%
Investment Earnings 20,392 36,031 15,639 76.69%
General Revenues
Taxes 211,910 215,269 3,359 1.59%
Gain on Equipment Disposal 12,000 - (12,000) -100.00%
Total Revenue 5,997,869 7,840,988 1,843,119 30.73%
Expenses
Primary Routine and Preventive Maintenance 2,159 1,757,100 594,941 51.19%
Local Routine and Preventive Maintenance 14699, 2,009,829 400,378 24.88%
State Trunkline Maintenance 1,420,670 1,510,634 89,964 6.33%
Net Equipment Expense 201,316 147,485 (53,831) -26.74%
Net Administrative Expense 363,024 401,784 38,760 10.68%
Infrastructure Depreciation Expense 1,417,255 1,434,754 17,499 1.23%
Compensated Absences 6,710 (13,368) (20,078) -299.23%
Other Postemployment Benefit Expense (50,243) (36,228) 14,015 -27.89%
Pension Expense (229,352) (282,771) (53,419) 23.29%
Interest Expense 52,638 51,893 (745) -1.42%
Total Expenses 5,953,628 6,981,112 1,027,484 17.26%
Change in Net Position 44,241 859,876 815,635 1843.62%
Ending Net Position $ 13,318,862 $ 14,178,738 $ 859,876 6.46%




IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

The Road Commission’s Fund

The Road Commission’s General Operating Fund igl usecontrol the expenditures of
Michigan Transportation Fund (MTF) monies, disttdmito the county, which are earmarked
by law for road and highway purposes.

For the year ended December 31, 2019, the funchtalaf the General Operating Fund

decreased $617,235 as compared to an increasé&8f788 in the fund balance for the year

ended December 31, 2018. Total operating revewees $7,840,988, which was an overall

increase of $1,855,119 as compared to the priar yBais change in revenues resulted mainly
from an increase in township contributions, an ease in federal grants and an increase in
trunkline maintenance revenues during 2019.

Total expenditures were $8,669,623, an increas? 90,462 as compared to the prior year.
This change in expenditures is due primarily todkerall increase in primary and local road
heavy and routine maintenance of $2,647,000.



IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS

For the Year Ended December 31, 2019

A summary of changes in the General Operating fkaad follows:

Revenues
Taxes
Licenses and Permits
Federal Grants
State Grants
Contributions From Local Units
Charges for Services
Interest and Rents
Other Revenue

Total Revenues

Expenditures
Public Works
Capital Outlay
Debt Service

Total Expenditures

Excess of Revenues Over (under)
Expenditures

Other Financing Sources
Installment Lease Proceeds

Proceeds from the Disposal of Capital Assets

Total Other Financing Sources

Excess of Revenues and Other Financing
Sources Over Expenditures

Fund Balance--Beginning

Fund Balance--Ending

General General
Operating Operating
Fund Fund
12/31/2018 12/31/2019  Variance %
$ 211910 $ 215269 $ 3,359 1.59%
- - - 100.00%
148,372 330,112 181,740 122.49%
4,139,103 4,116,918 (22,185) -0.54%
37949 1526,825 1,488,876 3923.36%
1,411,941 1,615,833 203,892 14.44%
20,392 36,031 15,639 76.69%
16,202 - (16,202) -100.00%
5,985,869 7,840,988 1,855,119 30.99%
5543669 8,286,777 2,743,108 49.48%
68,128 3,115 (65,013) -95.43%
367,364 379,731 12,367 3.37%
5,979,161 8,669,623 2,690,462 45.00%
6,708 (828,635) (835,343) -12452.94%

240,000 211,400  (28,600)  -11.92%
L0002 - (12,000)  100.00%
252,000 211400  (40,600)  -16.11%
258,708 (617,235) (875943) -338.58%
3,064,364 3323072 258708 8.44%

$ 3,3323,072%$ 2,705,837 $(617,235)  -18.57%




IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Budgetary Highlights

Prior to the beginning of any year, the Road Corsioiss budget is compiled based upon
certain assumptions and facts available at that.tiburing the year, the Road Commission’s
Board acts to amend its budget to reflect changekese original assumptions, facts and/or
economic conditions that were unknown at the tilme a@riginal budget was compiled. In
addition, by policy, the Board reviews and authesidarge expenditures when requested
throughout the year.

The original revenue budget for 2019 was $9,011, 48(ch was $846,005 more than the final
amended revenue budget for the year. This was yndird to a decrease in federal grants and
a decrease in anticipated township contributions.

The Road Commission’s original expenditures weoggated at $9,011,430, which was $9,310
less than the final amended budget expenditures.



IRON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Capital Assets and Debt Administration

Capital Assets

As of December 31, 2019, the Road Commission h&@R$8,318 invested in capital assets, as
follows:

Total
Percentage
12/31/2018 12/31/2019 Change
Capital Assets Not Being Depreciated
Land and Improvements $ 26,568 $ 26,568 0.00%
Construction In Progress (Buildings) 23,209 - -100.00%
Construction In Progress (Infrastructure) 780,960 77,329 -90.10%
Subtotal 830,737 103,897 -87.49%
Capital Assets Being Depreciated
Buildings 3,384,380 3,486,052 3.00%
Road Equipment 5,204,786 5,488,886 5.46%
Shop Equipment 94,582 102,039 7.88%
Office Equipment 73,475 75,340 2.54%
Engineer's Equipment 25,958 25,958 0.00%
Infrastructure--Bridges 3,686,308 3,686,308 0.00%
Infrastructure--Roads 25,543,853 28,707,430 12.38%
Subtotal 38,013,342 41,572,013 9.36%
Total Capital Assets 38,844,079 41,675,910 7.29%
Total Accumulated Depreciation (16,576,067) (18,379,592) 10.88%
Total Net Capital Assets $ 22,268,012 $ 23,296,318 4.62%




IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

The Road Commission reported capital asset netiadsliduring the current year in the
amount of $2,831,831 as follows:

Construction and Reconstruction of Bridges

Various Resurfacing Road Projects $2,459,946
Infrastructure Land Improvements

Construction in Progress on Road and Bridge Pogdet)

Road Equipment 284,100
Land and Improvements

Buildings 78,463
Other Equipment 9,322
Total Additions $2,831,831

Additional information on capital assets can benfibin Note D to the financial statements.
Debt

The Road Commission currently has long-term detitéeramount of $1,848,900, a net decrease
of $129,806 from the prior year. The long-term dedgiresents bonds, installment-purchase
agreements, and compensated absences payablecatlid31, 2019. The Road Commission
entered into one new installment purchase agreerdering 2019 for the purchase of
equipment; all other equipment was acquired witadRGommission funds.

The outstanding debt of the Road Commission at Dbee 31, 2019 was as follows:

Balances Balances
12/31/2018 12/31/2019

MTF Refunding Bonds, Series 2012 $ 1,415,000 $1,330,000

2018 First Bank 240,000 121,847
2017 First Bank 124,685 -

2019 First Bank - 211,400
Vested Employee Benefits 199,021 185,653
Total $1,978,706 $1,848,900

More detailed information about the Road Commissidong-term liabilities is presented in
Note E to the financial statements.



IRON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2019

Economic Factors and Next Year's Budget

The Board of County Road Commissioners consideradynfiactors when setting the fiscal
year 2020 budget. One major factor is the continoegtase in MTF revenues due to the new
road funding. It is projected that approximatelyelf its revenue will be collected from the
fuel tax, 15% of its revenues from township and/qie sources, 2% from the local millage,
10% from state and federal aid, and 18% from Statek-line.

The projected budgeted revenues for 2020 were $3,86 and projected 2020 expenditures
were $9,965,181. There is a current anticipatian the MTF funds will continue to be reduced
due to the impact of COVID19 and there may be latiiee changes that will further impact
revenue. That decreased amount is impacted by faattrs and cannot be estimated for year-
end purposes at this time and budgeted figures havdeen adjusted. Any non-essential
spending has been reduced in anticipation of ratlueeenue. Several of the Federal road
projects were put on hold due to uncertainty ofilngnthe local funding match and township
projects will also be reduced during 2020.

The Board realizes, and the reader should understanthere are not sufficient funds available
to repair and/or rebuild every road in Iron Coustiransportation system; therefore, the Board
attempts to spend the public’'s money wisely andtally considering the best interest of the
citizens of Iron County as we move into a more aggive maintenance program as opposed to
construction.

Contacting the Road Commission’s Financial Managgme

This financial report is designed to provide thetoniog public, citizens and other interested
parties a general overview of the Road Commissifinaces and to show accountability for
the money it receives. If you have any questiormiaithis report or need additional financial
information, contact the Iron County Road Commissaadministrative office at: 800 West
Franklin Street, Iron River, Ml, 49935.
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IRON COUNTY ROAD COMMISSION
STATEMENT OF NET POSITION
December 31, 2019

ASSETS
Cash
Accounts Receivable
Taxes Receivable
Michigan Transportation Fund
State Trunkline Maintenance
Due on County Road Agreements
Inventories
Road Materials
Equipment Parts and Materials
Prepaid Expenses
Unamortized Bond Discount
Capital Assets--Depreciating
Capital Assets--Non-Depreciating

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows--Pension Investments
Deferred Outflows--Pension Experience
Deferred Outflows--OPEB Assumptions

Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Liabilities
Unearned Revenue--Forest Road Funds
Other Accrued Liabilities

Installment Purchase Agreements--Due in One Year

Bonds--Due in One Year
Non-Current Liabilities
State Advances

Installment Purchase Agreements--Due in More Than One Year

Bonds--Due in More Than One Year

Vested Employee Benefits Payable--Due in More than One Year

Other Post Employment Benefits Payable
Net Pension Liability

Total Liabilities
DEFERRED INFLOWS OF RESOURCES

Deferred Inflows--OPEB Experience
Unavailable Revenue--Property Taxes

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Unrestricted

Total Net Position

The Notes to Financial Statements are an integral part of this Statement.

EXHIBIT A

$ 2,052,418

212,870
599,339
306,044

25,000

542,089
94,969
23,260

8,347
23,192,421
103,897

27,160,654

76,784
22,305
27,629

126,718

281,652
56,142
213,419
16,659
225,718
85,000

377,757
107,529
1,245,000
185,653
3,252,852
6,848,171

12,895,552

212
212,870

213,082

21,633,071
(7,454,333)

§ 14,178,738




IRON COUNTY ROAD COMMISSION EXHIBIT B
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended December 31, 2019

Program Expenses

Primary Road Routine and Preventive Maintenance $ 1,757,100
Local Road Routine and Preventive Maintenance 2,009,829
State Trunkline Maintenance 1,510,634
Net Equipment Expense 147,485
Net Administrative Expense 401,784
Infrastructure Depreciation 1,434,754
Compensated Absences (13,368)
Pension Expense (282,771)
Other Post Employment Benefits (36,228)
Interest Expense 51,893
Total Program Expenses 6,981,112

Program Revenue
Charges for Services

Charges for Services 1,607,713
Licenses and Permits 8,120
Operating Grants and Contributions
Michigan Transportation Funds 3,779,706
Investment Earnings 36,031
Capital Grants and Contributions
Federal Grants 330,112
State Grants 337,212
Contributions 1,526,825
Total Program Revenue 7,625,719
Net Program Revenue 644,607

General Revenue

Taxes 215,269
Total General Revenue 215,269
Change in Net Position 859,876

Net Position
Beginning of Year 13,318,862

End of Year $ 14,178,738

The Notes to Financial Statements are an integral part of this Statement.
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IRON COUNTY ROAD COMMISSION EXHIBIT C
BALANCE SHEET--GOVERNMENTAL FUND
December 31, 2019

General
Operating
ASSETS Fund
Cash $ 2,052,418
Accounts Receivable
Taxes Receivable 212,870
Michigan Transportation Fund 599,339
State Trunkline Maintenance 306,044
Due on County Road Agreements 25,000
Inventories
Road Materials 542,089
Equipment Parts and Materials 94,969
Prepaid Expenses 23,260
Bond Discount 8,347
Total Assets $ 3,864,336
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCE
Liabilities
Accounts Payable $ 281,652
Accrued Interest 16,659
Accrued Liabilities 56,142
Unearned Revenue--Forest Road Funds 213,419
Advances from State
State Trunkline Equipment Purchase 262,603
State Trunkline Maintenance 115,154
Total Liabilities 945,629
Deferred Inflows of Resources
Unavailable Revenue--Property Taxes 212,870
Total Deferred Inflows of Resources 212,870
Fund Balance
Fund Balance
Non-Spendable:
Inventory 637,058
Prepaid Expenses 23,260
Restricted for Road Operations 2,045,519
Total Fund Balance 2,705,837
Total Liabilities, Deferred Inflows of Resources, and Fund Balance $ 3,864,336

The Notes to Financial Statements are an integral part of this Statement.
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IRON COUNTY ROAD COMMISSION EXHIBIT D
RECONCILIATION OF THE GOVERNMENTAL FUND

BALANCE SHEET TO THE STATEMENT OF NET POSITION

December 31, 2019

Total Governmental Fund Balance $ 2,705,837

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 fund. 23,296,318

Long-term liabilities are not due and payable in the current period
and are not reported in the fund. (1,848,900)

Net pension liability is not due and payable in the current period and is
not reported in the funds. (6,848,171)

Certain pension contributions and changes in pension plan net position are
reported as deferred outflows of resources and deferred inflows of resources
in the statement of net position, but are reported as expenses in the governmental funds.

99,089
The liability for other post employment benefitsis not due and payable in the
current period and is not reported in the funds. (3,252,852)
Certain OPEB contributions and changes in OPEB plan net position are
reported as deferred outflows of resources and deferred inflows of resources
in the statement of net position, but are reported as expenses in the governmental funds.

27,417

Net Position of Governmental Activities $ 14,178,738

The Notes to Financial Statements are an integral part of this Statement.
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IRON COUNTY ROAD COMMISSION EXHIBIT E
STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND

For the Fiscal Y ear Ended December 31, 2019

Generd
Operating
Fund

Revenues

Taxes $ 215,269

Licenses and Permits 8,120

Federal Grants 330,112

State Grants 4,116,918

Contributions from Local Units 1,526,825

Charges for Services 1,607,713

Interest 36,031
Total Revenues 7,840,988
Expenditures

Public Works 8,286,777

Capital Outlay 3,115

Debt Service 379,731
Total Expenditures 8,669,623
Excess of Revenues Over (Under) Expenditures (828,635)
Other Financing Sources

Installment Purchase Proceeds 211,400
Total Other Financing Sources 211,400

Net Change in Fund Balance (617,235)
Fund Balance--January 1, 2019 3,323,072
Fund Balance--December 31, 2019 $ 2,705,837

The Notes to Financial Statements are an integral part of this Statement.
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IRON COUNTY ROAD COMMISSION
RECONCILIATION OF THE GOVERNMENTAL

FUND STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE TO THE
STATEMENT OF ACTIVITIES

For the Fiscal Y ear Ended December 31, 2019

Net Change in Fund Balance--Total Governmental Funds

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. Thisis the amount
by which capital outlays exceeded depreciation in the current period.
Equipment retirement is recorded as an expenditure credit in governmental
funds, but not recorded as an expense in the Statement of Activities.

L ease proceeds provide current financial resourcesto governmental funds,
but entering into lease agreements increases long-term liabilitiesin the
Statement of Net Position. Repayment of notes/leases payableisan
expenditure in governmental funds, but reduces the long-term liabilitiesin the
Statement of Net Position.

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 governmental funds (increase in compensated absences, OPEB).

Increase in pension liability reported in the statement of activities does not require the
use of resources, and therefore, is not reported in the fund statements until it comes

due for payment.

Change in Net Position of Governmental Activities

The Notesto Financial Statements are an integral part of this Statement.
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(617,235)

1,028,306

116,438

49,596
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Iron County Road @Gossion conform to accounting principles
generally accepted in the United States of Amgi&aAP), as applicable to governmental units.
The following is a summary of the significant acoting policies used by the Road Commission.

Reporting Entity

The Road Commission, which was established purdoathie County Road Law, (MCL 224.1),

is governed by an elected 5-member Board of Coudtyad Commissioners. The Road
Commission may not issue debt without the approvahe County Board of Commissioners.
Property taxes, as approved by the county electasld be levied under the taxing authority of
the county. The taxes would be included as patth@fcounty's total tax levy as well as reported
in the County Road Fund.

In accordance with generally accepted accountimciples and the Governmental Accounting
Standards Board (GASB) Statement No. '6lhe Financial Reporting Entity,” these financial
statements present the Road Commission for finareparting purposes. The criteria established
by GASB for determining the reporting entity incksdoversight responsibility, fiscal dependency
and whether the financial statements would be it if the component unit data were not
included. Based on the above criteria, these filahstatements present the Iron County Road
Commission, a discretely presented component @iibo County.

The Road Commission General Operating Fund is tesedntrol the expenditures of Michigan
Transportation Fund (MTF) monies distributed to¢banty, which are earmarked by law for road
and highway purposes. The Board of County Road Cissiomers is responsible for the
administration of the Road Commission General Gpeydund.

Basis of Presentation--Government-Wide Financiaté®hents

The government-wide financial statements (i.e.,.Steement of Net Position and the Statement
of Activities) report information on all non-fiduaiy activities of the Road Commission. There is
only one fund reported in the government-wide friahstatements.

The Statement of Net Position presents the Roadn@ssion’s assets and liabilities with the
difference being reported as either net investnrengapital assets or restricted net position. All
of the net position that is not related to capéakets is classified as restricted due to legal
constraints.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

The Statement of Activities demonstrates the detpeehich the direct expenses of a given

function or segment is offset by program revenudsect expenses are those that are clearly
identifiable with a specific function or segmento§am revenues include: 1) charges to
customers or applicants who purchase, use or Bireenefit from goods, services or privileges

provided by a given function or segment; and 2nhtgand contributions that are restricted to
meeting the operational or capital requirementa @iarticular function or segment. Taxes and
other items not properly included among programenees are reported instead as general
revenue.

When both restricted and unrestricted resourceaaiable for use, it is the Road Commission’s
policy to use restricted resources first, then stnieted resources as they are needed.

Basis of Presentation--Fund Financial Statements

Separate financial statements are provided foGieeral Operating Fund (governmental fund).
The General Operating Fund is an independent feswdlaccounting entity with a self-balancing

set of accounts. Fund accounting segregates fundsding to their intended purpose and is used
to aid management in demonstrating compliance Wirtance-related legal and contractual

provisions.

Measurement Focus/Basis of Accounting--Governmeitte\Financial Statements

The government-wide financial statements are regdorusing the economic resources
measurement focus and the accrual basis of acogurRievenue is recorded when earned and
expenses are recorded when a liability is incumreglardless of the timing of related cash flows.
Property taxes are recognized as revenue in thefgeahich they are levied. Grants and similar
items are recognized as revenue as soon as abiklygrequirements imposed by the provider
have been met.

Amounts reported as program revenue include: Ijgesato customer or applicants for goods or
services or privileges provided; 2) Michigan Tramsation Funds, State/Federal contracts, and
township contributions. Internally dedicated resesrare reported as general revenue rather than
as program revenue. Likewise, general revenueded all taxes.

MeasuremenFocus/Basis of Accounting--Fund Financial Stateismen

Governmental fund financial statements are repousthg the current financial resources
measurement focus and the modified accrual basasadunting. Revenue is recognized as soon
as itis both measurable and available. Revencanisidered to be available if it is collected withi
the current period or soon enough thereafter tdiphifities of the current period. For this purpos
the Road Commission considers revenues to be blaifathey are collected within 60 days of
the end of the current fiscal period. Expenditugeserally are recorded when a liability is
incurred, as under accrual accounting. Howevett, slatvice expenditures, as well as expenditures
related to compensated absences and claims anchgundg, are recorded only when payment is
due.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Michigan Transportation Funds, grants, permits,nsinp contributions and interest associated
with the current period are all considered to keesptible to accrual and have been recognized as
revenue of the current period. All other reveneeng are considered to be available only when
cash is received by the Road Commission.

Bank Deposits and Investments

Cash and cash equivalents are considered to beocakhnd, demand deposits and short-term
investments with a maturity of three months or leben acquired. Investments are stated at fair
value.

Inventories and Prepaid Iltems

Inventories are priced at cost as determined omavkeage unit cost method. Inventory items are
charged to road construction and equipment maintanand repairs and operations as used.

Certain payments to vendors reflect costs appkctbfuture years and are recorded as prepaid items
in both government-wide and fund financial statetsen

Property Taxes

The property tax is levied on each December 1 ertakable valuation of property located in the
county as of the preceding December 31. The 2&4#bte valuation of Iron County amounted to
$519,181,044 less $93,440,489 for cities on whithaorem taxes of .5 (1/2) mills were levied
for the Road Commission for snow removal and raastruction purposes for a total of $212,870.
The Taxes receivable at December 31, 2019 amoumi&2{12,870.

The County’s 2018 ad valorem tax was levied anéectible on December 1, 2018. It is the

county’s policy to recognize revenues from the entitax levy in the subsequent year when the
proceeds of the levy are budgeted and made availabfinancing operations. The 2018 tax levy

for the Road Commission operations was recordedeasnue during the fiscal year ended

December 31, 2019 totaling $215,269 for all taxeeeived.

Capital Assets

Capital assets, which include property, plant apgdpgment, and infrastructure assets (e.g., roads,
bridges, and similar items) are reported in theegoment-wide financial statements. Capital assets
are defined by the Road Commission as assets withitzal individual cost of more than $5,000
and an estimated useful life in excess of threesyeGuch assets are recorded at cost or estimated
historical cost of purchase or construction. Dedatapital assets are recorded at estimated fair
market value at the date of donation.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Depreciation

Depreciation is computed on the sum-of-the-yeagstsdmethod for road equipment and straight-
line method for all other capital assets. The dapt®n rates are designed to amortize the cost of
the assets over their estimated useful lives ésvsl

Buildings 30 to 50 years
Road Equipment 5 to 8 years
Shop Equipment 10 years
Engineering Equipment 4 to 10 years
Office Equipment 4 to 10 years
Infrastructure--Roads 8 to 30 years
Infrastructure--Bridges 12 to 50 years

Long-Term Obligations

In the government-wide financial statements, logrgat debt and other long-term obligations are
reported as liabilities in the Statement of Netifros

Deferred Outflows / Inflows of Resources

In addition to assets, the statement of net posiiad/or balance sheet will sometimes report a
separate section for deferred outflows of resourcésis separate financial statement element
represents a consumption of net position that eppio a future period and so will not be
recognized as an outflow of resources (expensefeioee) until then. In this category deferred
outflows of resources related to the defined bémednsion plan. The deferred outflows of
resources result from two transactions: 1) theavene between the plan’s actual investment
earnings compared to the plan’s assumed investeaenings; and 2) the recognition of experience
changes related to the OPEB plan.

The deferred inflow of resources accounts for @s®urces (revenues) received, but not yet earned.
The deferred inflows of resources reported in to@eghment-wide and governmental fund
financial statements are for unavailable revenetdad to property taxes levied during the year
that are intended to finance future periods, ureghravenue related to forest roads and for the net
difference between expected and actual experiatated to the pension plan. These amounts are
deferred and recognized as inflows of resource®(neges) in the period that the amounts become
available.

Use of Estimates

The preparation of financial statements in conftynwith generally accepted accounting
principles requires management to make estimatdsaasumptions that affect the reported
amounts of assets and liabilities, the disclosticmntingent assets and liabilities at the datidef
financial statements, and the reported amountswaiues and expenditures during the reporting
period. Actual results could differ from thoseimsttes.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Pensions

For the purpose of measuring the Net Pension lippitleferred outflows of resources and

deferred inflows of resources related to pensiams, pension expense, information about the
fiduciary net position of the Municipal EmployeestRement System (MERS) of Michigan and

additions to/deductions from MERS’ fiduciary netsfimn have been determined on the same
basis as they are reported by MERS. For this marpbenefit payments (including refunds of

employee contributions) are recognized when duep@ydble in accordance with the benefit

terms. Investments are reported at fair value.

Fund Balance Classifications

In accordance with GASB Statement No. bdnd Balance Reporting and Governmental Fund
Type Definitions, the Road Commission classifies governmental husddnces as follows:

* Non-spendable — includes fund balance amountstrmatot be spent either because (a) it
is not in spendable form or (b) because it is lggal contractually required to be
maintained intact. For the Road Commission, the-spendable balance reflects the
inventory on hand of $637,058 and prepaid expeos$23,260.

* Restricted - includes fund balance amounts that@mstrained for specific purposes which
are externally imposed by providers, such as aeglior amounts constrained due to
constitutional provisions or enabling legislatiorhe remaining Road Commission Funds
are restricted as they can only be used in accoedaith Public Act 51 of 1951.

» Unassigned - Expenditures incurred for a speciifppse might exceed the amounts in the
fund that are restricted to that purpose and ativegasidual balance for that purpose may
result. The negative residual amount should b&stflad as unassigned fund balance.

When the Road Commission incurs an expenditurevfoch various fund classifications can be

used, it is the policy of the Road Commission te testricted or committed funds first, unless
there are legal documents/contracts that prohtanglthis, such as a grant agreement requiring
dollar for dollar spending.

The Road Commission does matve a formal minimum balance policy.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE B--STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary procedures are established pursuant IicPAct 2 of 1968, as amended (MCL
141.421), which requires the Board of County Roath@issioners to approve a budget for the
County Road Fund. Pursuant to the Act, the Road r@igsion's chief administrative officer
(superintendent / manager) and clerk prepare dmalis@a proposed operating budget to the Board
of County Road Commissioners for its review andsaberation. The Board conducts a public
budget hearing and subsequently adopts an opeflatoiget. The budget is amended as necessary
during the year and is approved by the Board. Boerd has authorized the chief administrative
officer to amend the Road Commission's budget wiemessary, without increasing the overall
budget, by transferring funds between expenditost centers. The budget is prepared on the
modified accrual basis of accounting, which isgshene basis as the fund financial statements.

Budget Violations

Public Act 2 of 1968, as amended, requires budgetnaiments as needed to prevent actual
expenditures from exceeding those provided fohenldudget. The following activities exceeded
the final amended budget:

Budget Actual Variance
Primary Road Preservation / Structural Improvements $ 951,000 $ 983,702 $ (32,702)
Local Road Structures Preservation / Structuratdvgments (7,500) 121 (7,621)
Equipment Expense--Net (380,000) 147,485 (527,485)
Capital Outlay--Net (7,500) 3,115 (10,615)

The Board will monitor budgeted amounts to actudryto-date revenues and expenditures with
a budget amendment being processed if necessaryarjar to the end of the fiscal year to
ensure expenditures will not exceed amounts awutbari

NOTE C--CASH AND INVESTMENTS

MCL 129.91 authorizes the Road Commission to dé@osl invest in the accounts of federally
insured banks, credit unions, savings and loancesgsms; bonds, securities and other direct
obligations of the United States, or any agencynstrumentality of the United States; United
States government or federal agency obligationrady@se agreements, bankers' acceptance of
United States banks; commercial paper rated wttiertwo highest classifications, which mature
not more than 270 days after the date of purchalslgyations of the State of Michigan or its
political subdivisions which are rated as investtngrade; and mutual funds composed of
investment vehicles which are legal for direct stmeent by local units of government in
Michigan. Financial institutions eligible for depbof public funds must maintain an office in
Michigan.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE C--CASH AND INVESTMENTS (Continued)

The Road Commission has designated three bankisea@leposit of Road Commission funds.

The investment policy adopted by the Board in ataonce with Public Act 20 of 1943, as
amended, has authorized investment in the instrtgwascribed in the preceding paragraph. The
Road Commission's deposits, and investment poligyreaccordance with statutory authority.

At year end, the Road Commission’s deposits wgverted in the basic financial statements in
the following categories:

Bank Deposits (Checking and Savings $ 2,052,218
Accounts, Certificates of Deposit)

Petty Cash and Cash on Hand 200

Total $2,052,418

The bank balance of the Road Commission’s depiss&$39,266, of which $750,000 is covered
by Federal depository insurance. The remaining&2,266 is uncollateralized.

Non-negotiable certificates of deposits that asc@tl by the depositors directly with financial
institutions and that are subject to a penaltyedeemed before maturity are treated as bank
deposits. Because non-negotiable certificategpbslits are deposits, no interest rate risk ortcred
risk disclosures are required, which are limitethtieestments.

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in retirkterest rates will adversely affect the failuea

of an investment. Generally, the longer the matwitan investment the greater the sensitivity of
its fair value to changes in market interest raié® Road Commission’s investment policy does
not contain specific provisions to limit the Roadn@mission’s exposure to interest rate risk.

Concentration of Credit Risk

Generally, credit risk is the risk that an issulear investment will not fulfill its obligation tthe
holder of the investment. This is measured by s#sggament of a rating by a nationally recognized
statistical rating organization. The investmentigpolof the Road Commission contains no
limitations on the amount that can be investedinane issuer beyond that stipulated by Michigan
law.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE C--DEPOSITS AND INVESTMENTS (Continued)

Custodial Credit Risk

Custodial credit risk for deposits is the risk thatthe event of the failure of a depository fineah
institution, a government will not be able to reepwts deposits or will not be able to recover
collateral securities that are in the possessicamabutside party. Michigan law does not contain
legal or policy requirements that would limit thepesure to custodial credit risk for deposits.
However, the asset diversification requirementsuhed in the Road Commission’s investment
policy would limit, to some extent, exposure totodsal credit risk for deposits.

The custodial credit risk for investments is thekrthat, in the event of the failure of the
counterparty (e.g., broker/dealer) to a transaci@ogovernment will not be able to recover the
value of its investment or collateral securitiegtthre in the possession of another party. Michigan
law and the Road Commission’s investment policysduat contain legal or policy requirements
that would limit the exposure to custodial credikifor investments. With respect to investments,
custodial credit risk generally applies only teedirinvestments in marketable securities. Custodial
credit risk does not apply to a local governmeimitBrect investment in securities through the use
of mutual funds or government investment pools.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE D--CAPITAL ASSETS

Following is a summary of the changes in capitattsat December 31, 2019:

Account Account
Balances Balances
01/01/2019 Additions Deductions 12/31/2019
Capital Assets Not Being Depreciated
Land and Improvements $ 26,568 - $ - $ 26,568
CIP - Buildings 23,209 - 23,209 -
CIP - Infrastructure 780,960 52,537 756,168 77,329
Subtotal 830,737 52,537 779,377 103,897
Capital Assets Being Depreciated
Buildings 3,384,380 101,672 - 3,486,052
Road Equpment 5,204,786 284,100 - 5,488,886
Shop Equipment 94,582 7,457 - 102,039
Office Equipment 73,475 1,865 - 75,340
Engineers' Equipment 25,958 - - 25,958
Infrastructure--Bridges 3,686,308 - - 3,686,308
Infrastructure--Roads 25,543,853 3,163,577 - 28,707,430
Total 38,013,342 3,558,671 - 41,572,013
Less Accumulated Depreciation
Buildings 1,655,060 109,766 - 1,764,826
Road Equipment 4,359,560 285,675 - 4,645,235
Shop Equipment 88,952 2,192 - 91,144
Office Equipment 68,740 2,278 - 71,018
Engineers' Equipment 25,958 - - 25,958
Infrastructure--Bridges 592,668 73,726 - 666,394
Infrastructure--Roads 9,785,129 1,329,888 - 11,115,017
Total 16,576,067 1,803,525 - 18,379,592
Net Capital Assets Being Depreciated 21,437,275 1,755,146 - 23,192 421
Total Net Capital Assets $ 22,268,012 $1,807,683 $ 779,377 $23,296,318
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE D--CAPITAL ASSETS (Continued)

Depreciation expense was charged to the followotiyities:
Net Equipment Expense

Direct Equipment $ 285,675

Indirect Equipment 74,975

Net Administrative Expense

Office Equipment 8,122
Infrastructure Depreciation 1,434,753
Total Depreciation Expense $ 1,803,525

NOTE E--LONG-TERM DEBT

The changes in long-term debt of the Road Commmssiay be summarized as follows:

Balance

Balance Due in

01/01/2019 Additions  (Reductions) 12/31/2019 One Year

Bonds Payable

MTF Refunding Bonds - 2012 $ 1,415,000 $ - $ (85,000) $1,330,000 $ 85,000

Installment Purchase Agreements

First Bank
December 2018--Truck 240,000 - (118,153) 121,847 121,847
December 2017--Truck 124,685 - (124,685) - -
November 2019--Truck - 211,400 - 211,400 103,871

Vested Employee Benefits

Vacation Benefits 25,932 48,248 (48,479) 25,701 -
Sick Leave Benefits 173,089 12,038 (25,175) 159,952 -
Totals $1,978,706 $271,686 $(401,492) $1,848,900 $310,718
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE E--LONG-TERM DEBT (Continued)

Annual Debt Service Requirements to maturity for long-term debt are as follows:

Annual

Year Principal Interest Total
2020 $ 310,718 $ 49,052 $ 359,770
2021 192,529 40,594 233,123
2022 90,000 35,688 125,688
2023 95,000 32,988 127,988
2024 100,000 30,137 130,137
2025 - 2029 520,000 105,837 625,837
2030 - 2031 355,000 23,238 378,238
Total $,663,247 817,534 $,980,781

Bond Payable — Michigan Transportation Fund Refunding Bonds, Series 2012

On April 3, 2012, Michigan Transportation Fund Refunding Bond, Series 2012 in the amount of
$1,880,000 were issued for the purpose of refunding the Michigan Transportation Bonds, Series
2003. Semi-annual payments are due on Febritaand August ¥ for a term of 20 years with a
variable interest rate between 1.20% and 3.25%. February 1st payments consist of interest only
and August ¥ payments consist of principal and interest. Final payment is due on August 1, 2032.

The annual requirements to meet the monthly installment payments on the bonds are as follows:

Annual

Year Principal Interest Total
2020 $ 85,000 $ 39,980 $ 124,980
2021 85,000 38,237 123,237
2022 90,000 35,688 125,688
2023 95,000 32,988 127,988
2024 100,000 30,137 130,137
2025 - 2029 520,000 105,837 625,837
2030 - 2031 355,000 23,238 378,238
Total 4,330,000 $06,105 $,636,105
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE E--LONG-TERM DEBT (Continued)

Eqgupment Installment-Purchase Agreements

The annual requirements to meet the monthly installment payments on various pieces of equipment
acquired by lease-purchase or loan agreements are as follows:

First Bank
Dec=mber 2018 Installment-Purchase--2019 Western Star Truck

Terms: 7 consecutive payments of $31,500 at 3.95% interest, secured by the equipment.

Interest
Principal Payable if
Loan Loan Maturity Outstanding Held to Annual
Date Amount Year 12/31/2019 Maturity Total
12/18 $ 240,000 2020 $121,847 $ 3,057 $124,904
Total $121,847 $ 3,057 $124,904

First Bank
November 2019 Installment-Purchase--2019 International Truck

Terms: 7 quarterly payments of $27,471.51 at 3.45% interest, secured by the equipment.

Interest
Principal Payable if
Loan Loan Maturity Outstanding Held to Annual
Date Amount Year 12/31/2019 Maturity Total
11/19 $ 211,400 2021 $103,871 $ 6,015 $ 109,886
107,529 2,357 109,886
Total $ 211,400 $ 8372 $ 219,772
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE E--LONG-TERM DEBT (Continued)

Vested Employee Vacation Benefits

Vacation benefits are earned in varying amountedbas length of service. The annual vacation
benefits earned by each employee are creditec diehinning of the year. Employees may carry
over a maximum of ten (10) days of vacation intrlext year. An employee leaving the services
of the Road Commission will be paid all unused tiacacarried over to January'lp to a
maximum of ten (10) days, plus any vacation earnady prorated basis to the end of the month
of separation, in accordance with the vacationcgoli

Employee Sick Leave Benefits

Each full time employee shall earn sick leave atrdte of 8 hours for each month of employment
in which the employee is compensated for at ldgbteen (18) days, with unlimited accumulation.

Upon permanent separation from employment, empkogball be paid for all accumulated sick

leave at the employee’s prevailing rate of payaip maximum of 720 hours and at 50% of the
employee’s prevailing rate of pay for the remainhmurs up to a maximum of 2,080 hours.

Employees hired on or after September 13, 2011netllbe paid for any unused sick leave at the
end of service. Those employees with unused sakelsvill be capped at 1,040 hours. Any sick
leave earned in excess of 1,040 hours in any cateyehr will be paid at the employee’s rate of
pay on December 31 of that year.
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE F--EMPLOYEES' RETIREMENT SYSTEM

General Information about the Pension Plan

Plan Description: The Road Commission’s defined benefit pension ghaovides certain
retirement, disability and death benefits to plaambers and beneficiaries. The Road Commission
participates in the Municipal Employees Retiremgystem (MERS) of Michigan. MERS is an
agent multiple-employer, statewide public emplopeasion plan established by the Michigan
Legislature under Public Act 135 of 1945 and adstered by a nine member Retirement Board.
MERS issues a publicly available financial repbsttincludes financial statements and required
supplementary information. This report may be iletéh by accessing the MERS website at
www.mersofmich.com

Benefits Provided:
Table 2 2018 Valuation
01 - Comm/Sal/Non-Un: Closed to 110 - Union: Closed to new hires,
hires, linked to Division 12 linked to Division 12
Benefit Multiplier: 2.5% Multiplier (80% max) 2.5% Mtiplier (80% max)
Normal Retirement Age 60 60
Vesting: 10 years 10 years
Early Retirement (Unreduced): 55/20 -
Early Retirement (Reduced): 50/25 50/25
55/15 55/15
Final Average Compensation: 3 years 5 years
COLAfor Future Retirees: 2.50% (Non-Compound) 2.50¢6n-Compound)
COLAfor Current Retirees: 2.50% (Non-Compound) 2.5086n-Compound)
Employee Contributions: 0.00% 0.00%
Act 88: Yes (Adopted 8/11/1969) Yes (Adopted 8/11/AP6
11 - Hourly Non-Union: Closed to n 12 - Non-Un aft 10/14 & Un aft 10/1
hires, linked to Division 12 Open Division, linked to Div01, 10,
Benefit Multiplier: 2.50% Multiplier (80% max) 1.70%ultiplier (no max)
Normal Retirement Age 60 60
Vesting: 10 years 10 years
Early Retirement (Unreduced): 55/20 -
Early Retirement (Reduced): 50/25 50/25
55/15 55/15
Final Average Compensation: 3 years 5 years
COLAfor Future Retirees: 2.50% (Non-Compound) -
COLA for Current Retirees: 2.50% (Non-Compound) -
Employee Contributions: 0.00% 0.00%
Act 88: Yes (Adopted 8/11/1969) Yes (Adopted 8/11/AP6
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IRON COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2019

NOTE F--EMPLOYEES' RETIREMENT SYSTEM

Employees covered by benefit terms. At the December 31, 2018 valuation date, theovalhg
employees were covered by the benefit terms:

Inactive Employees or Beneficiaries Currently ReingiBenefits 45
Inactive Employees Entitled to but Not Yet RecegMBenefits 1
Active Employees 21
Total Employees Covered By MERS Plan 67

Contributions:. The Road Commission is required to contribute @amw at least equal to the

actuarially determined rate, as established by MRS Retirement Board. The actuarially
determined rate is the estimated amount neceseafyndnce the cost of benefits earned by
employees during the year, with an additional anhéaifinance any unfunded accrued liability.

The employer may establish contribution rates tpdad by its covered employees.

For the year ended December 31, 2019, the Road Gmiem's contribution rate was $5,927
monthly for Comm/Sal/Non-Union employees; $29,6@84nion employees; $21,497 for Hourly
Non-Union and 5.43% monthly for Non-Union after 19and Union after 10/11.

Net Pension Liability

The employer’s net pension liability reported acBaber 31, 2019 was measured as of
December 31, 2018, and the total pension liakiiggd to calculate the Net Pension Liability
was determined by an annual actuarial valuatiofopeed as December 31, 2018. Update
procedures were used to roll forward the total enkability to the measurement date of
December 31, 20109.

Actuarial assumptions. The total pension liability in the December 31,120nnual actuarial
valuation was determined using the following adalaassumptions, applied to all periods
included in the measurement:

Inflation 2.5%
Salary Increases 3.75% in the long-term
Investment Rate of Return 7.75%, net of investnegpense and administrative

expense including inflation

Although no specific price inflation assumptionse aeeded for the valuation, the 2.5% long-term
wage inflation assumption would be consistent wittrice inflation of 3% - 4%.

Mortality rates used were based on the RP-2014 gsfomnuity Mortality Table of a 50% Male
and 50% Female blend.
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For the Year Ended December 31, 2019

NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

The actuarial assumptions used in the Decembe2@8 valuation were based on the results of
the most recent actuarial experience completedOitb ZXor the period of January 1, 2009 -
December 31, 2013.

The long-term expected rate of return on pensian plvestments was determined using a model
method in which the best-estimate ranges of expdatere real rates of return (expected returns,
net of investment and administrative expenses aftation) are developed for each major asset
class. These ranges are combined to produce thgetéom expected rate of return by weighting
the expected future real rates of return by thgetaasset allocation percentage and by adding
expected inflation. The target allocation and lessimates of arithmetic real rates of return as of
December 31, 2018, for each major asset classiarmarized in the following table:

Long-Term

Expected
Target Real Rate

Asset Class Allocation of Return
Global Equity 55.5% 8.65%
Global Fixed Income 18.5% 3.76%
Real Assets 13.5% 9.72%
Diversifying Strategies 12.5% 7.50%

Discount rate: The discount rate used to measure the total pergbility is 8.00% for the
valuation on December 31, 2018. The projectionashdlows used to determine the discount rate
assumes that employer and employee contributioisb&imade at the rates agreed upon for
employees and the actuarially determined rategtgsloyers. Based on these assumptions, the
pension plan’s fiduciary net position was projectedoe available to pay all projected future
benefit payments of current active and inactive leyges. Therefore, the long-term expected rate

of return on pension plan investments was appbedlltperiods of projected benefit payments to
determine the total pension liability.
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Increase (Decrease)

Total Pension Plan Net Net Pension
Changes in Net Pension Liability Liability Position ahility
Balances as of December 31, 2018 $ 12,882,205 $ 5,300,966 $ 7,581,239
Changes for the Year:
Service Cost 116,214 - 116,214
Interest 997,058 - 997,058
Experience 33,458 - 33,458
Contributions--Employer - 1,149,772  (1,149,772)
Contributions--Employee - - -
Net investment income - 725,225 (725,225)
Benefit payments, including refunds (954,162) (954,162) -
Administrative expense - (12,511) 12,511
Other Changes (17,312) - (17,312)
Net changes 175,256 908,324 (733,068)
Balances as of December 31, 2019 $ 13,057,461 $ 6,209,290 $ 6,848,171

Sensitivity of the Net Pension Liability to changesin the discount rate: The following presents the
Net Pension Liability of the employer, calculatesing the discount rate of 8.00%, as well as what
the change in the employer's Net Pension LiabWMityuld be using a discount rate that is 1
percentage point lower (7.00%) or 1% higher (9.0@8ah the current rate.

Current
1% Decrease Discount Rate 1% Increase
(7.00%) (8.00%) (9.00%)
Net Pension Liability at December 31, 2019 $ 6,848,171
Change in Net Pension Liability (NPL) $ 1,211,350 $ (1,046,762)

Note: The current discount rate shown for GASBGfoses is higher than the MERS assumed ratdwhre
This is because for GASB 68 purposes, the disa@t@tmust be gross of administrative expenses esiser

for funding purposes it is net of administrativeoenses.
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Pension Expense and Deferred Outflows of ResoammgPDeferred Inflows of Resources
Related to Pensions

For the year ended December 31, 2019, the Road @&siom recognized pension expense of
$867,001. At December 31, 2019, the Road Commmigsiported deferred outflows of resources
and deferred inflows of resources related to perssitom the following sources:

Deferred Deferred
Outflows of Inflows of

Source Resources Resources
Differences in Experience $ 22,305 $ -
Excess (Deficit) Investment Returns 76,784 -
Total $ 99,089 $ -

*The amount reported as deferred outflows of resegiresulting from contributions subsequent
to the measurement date will be recognized asuctied in the Net Pension Liability for the fiscal
year ending December 31, 2020.

Amounts reported as deferred outflows of resourekded to pensions will be recognized in the
pension expense as follows:

Year Ended December 30 Amount
2020 $ 21,701
2021 48,828
2022 87,325
2023 (58,765)
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NOTE G--OTHER POSTEMPLOYMENT BENEFITS

Plan Description: The Iron County Road Commission Retiree MedicahPdaa single employer
plan established and administered by Iron CountgdRGommission and can be amended at its
discretion. The Road Commission provides post-eympént healthcare insurance and life
insurance benefits to specified retired employeekaa their spouse. The benefits are provided in
accordance with Article 50, Section 9, and Artigle Section 2, of the union agreement.

Benefits Provided: Healthcare benefits are provided upon retiremenfodows: Medical is
provided from age 60 with 10 years of service @ 8 with 15 years of service. Employees hired
prior to February 1, 1986 will receive benefits tbe retiree’s lifetime. Employees hired after
February 1, 1986 will receive fully paid pre-65 béts provided for one year. Life Insurance will
be provided from age 60 and 10 years of servicenaed prior to September 13, 2011. The Road
Commission will provide Blue Cross / Blue Shielde @85 insurance coverage, plan coverage
complementary to Medicare and life insurance cayermaf $8,000. No coverage is offered for
spouses. If retiring at or after age 60, no reto@ribution is required. If hired prior to Fehry

1, 1986 and retiring prior to age 60, employee oution shall be % of 1% for every month of
retirement prior to age 60; for those who retireopto age 60, coverage and contributions
commence at age 60 and end when the retiree reaghe®).

Employees covered by benefit terms. At the December 31, 2019, the following employeese
covered by the benefit terms:

Inactive Plan Members or Beneficiaries Currentlc&eing Benefits 23
Inactive Plan Members Entitled to but Not Yet Reiogi Benefits 0
Active Plan Members 21
Total Plan Members 44

Contributions. The Iron County Road Commission Retiree MedicahRias established and is
being funded under the authority of the Road Comimsand under agreements with the unions
representing various classes of employees. Thespfanding policy is to pay expected plan
benefits from general operating funds on a “pay@s$-go” basis. Active participants do not make
contributions to pre-fund the Plan. There are mgiterm contracts for contributions to the plan.
The plan has no legally required reserves. Dutimegyear, the Road Commission contributed
$164,480 for the benefit.

Net OPEB Liability. The Road Commission’s net OPEB liability was sugad as of December

31, 2019. The December 31, 2019 total OPEB liahilias determined by an actuarial valuation
performed as of December 31, 2019.
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NOTE G--OTHER POSTEMPLOYMENT BENEFITS (Continued)

Actuarial Assumptions. The total OPEB liability was determined by anuacial valuation as of
December 31, 2019 and the following actuarial aggioms, applied to all periods included in the
measurement:

Inflation N/A; plan is not pre-funded

Salary increases 3.5%

Investment rate of return N/A; plan is not preded

20-year Aa Municipal bond rate 3.26%

Mortality 2010 Public General Employees and HgaRletirees,
Headcount weighted

Improvement Scale MP-2018

As the plan is not pre-funded, no long-term exmbctge of return on plan investments was
determined.

Discount Rate. The discount rate used to measure the total ORIBBity was 3.26% Because
the plan does not have a dedicated OPEB trusg #rer not assets projected to be sufficient to
make projected future benefit payments of currdsut pnembers. For projected benefits that are
covered by projected assets, the long-term expeetdwas used to discount the projected
benefits. From the year that benefit payments weteprojected to be covered by the projected
assets (the “depletion date”), projected benefasavdiscounted at a discount rate reflecting a 20-
year AA/Aa tax-exempt municipal bond yield. Theatisnt rate used for December 31, 2018 was
3.00%.

Changes in Net OPEB Liability

Increase (Decrease)

Total Plan

OPEB Fiduciary Net OPEB

Liability Net Position Liability

(@) (b) (a)-(b)

Balance as of December 31, 2018 $ 3,261,663% - $ 3,261,663
Changes for the year
Service Cost 26,809 - 26,809
Interes 93,720 - 93,720
Experience (Gains)/Losses (272) - (272)
Change in plan terms - - -
Change in actuarial assumptions 35,412 35,412
Contributions to OPEB trust - -
Contributions/benefit paid from general operatiagds - 164,480 (164,480)
Net investment income - -
Benefit payments; including refunds of employeetdbuations (164,480) (164,480)
Administrative expense -
Other changes - - -
Total changes (8,811) - (8,811)
Balance as of December 31, 2019 $ 3,252,852% - $ 3,252,852
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NOTE G--OTHER POSTEMPLOYMENT BENEFITS (Continued)

Sensitivity of the net OPEB liability to changesin the discount rate and healthcare cost trend rates.

The following presents the net OPEB liability oétRoad Commission, as well as what the Road
Commission’s net OPEB liability would be if it wecalculated using a discount rate that is 1-
percentage-point lower (2.0%) or 1-percentage-dagtter (4.0%) than the current discount rate:

1% Decrease Current Discount Rate 1% Increase

Net OPEB Liability of the Road Commission$ 3,639,036 $ 3,252,852 % 2,930,174

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates. The following
presents the net OPEB liability of the Road Comimigssas well as what the Road Commission’s
net OPEB liability would be if it were calculateding healthcare cost trend rates that are 1-
percentage-point lower or 1-percentage-point higihan the current healthcare cost trend rates:

Current Healthcare Cost
1% Decrease Trend Rate Assumption 1% Increase

Net OPEB Liability of the Road Commission$ 2,907,402 $ 3,252,852 $ 3,665,157

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related

to OPEB. For the year ended December 31, 2019, the Roadnssion recognized OPEB
expense of $128,252. At December 31, 2019, the Roagimission reported deferred outflows of
resources and deferred inflows of resources relat€@PEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Source Resources Resources
Differences between expected and actual experience $ - $ 212
Assumption changes 27,629 -
Net difference between projected and actual easromgOPEB plan investments
Total $ 27,629 % 212
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NOTE G--OTHER POSTEMPLOYMENT BENEFITS (Continued)

Amounts reported as deferred outflows of resouarekdeferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Years Ending

December 31 Amount
2020 $ 7,723
2021 7,723
2022 7,723
2023 4,248
2024 -

Thereafter -

NOTE H--RISK MANAGEMENT

The Road Commission is exposed to various risksssfrelated to property loss, torts, errors and
omissions, employee injuries, as well as medicalebts provided to employees. The Road
Commission has purchased commercial insurance éaoliaal benefits claims and participates in
the Michigan County Road Commission Self-Insurafoel (Pool) for claims relating to general
liability, excess liability, auto liability, trunkbe liability, errors and omissions, physical damag
(equipment, buildings and contents) and workershpensation. The Road Commission’s
maximum deductible for property and liability coage, and automobile coverage is $1,000 per
occurrence. The maximum liability for the propeand liability coverage is $10,500,000 per
occurrence. The automobile coverage providesifioitd of liability of $250,000 per person,
$500,000 per accident and $1,000,000 in to&#ttled claims for the commercial insurance have
not exceeded the amount of insurance coverageyiofahe past 3 years.

The county road commissions in the State of Michigstablished and created a trust fund, known
as the Pool pursuant to the provisions of Publit 188 of 1982. The Pool is to provide for joint
and cooperative action relative to members' fireraond administrative resources for the purpose
of providing risk management services along withpgrty and liability protection.

Membership is restricted to road commissions afate@ road commission activities with the
State. The Road Commission became a member ofoibled? liability and property coverage in
1991 and for workers' compensation coverage in 199% Pool program operates as a common
risk-sharing management program for road commissiorMichigan. Member premiums are
used to purchase excess insurance coverage aray tmgmber claims in excess of deductible
amounts.
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NOTE I--FEDERAL GRANTS

The Michigan Department of Transportation (MDOTQuges that road commissions report all
federal and state grants pertaining to their caubtying the year ended December 31, 2019, the
federal grants received and expended by the Roadn@ssion was $330,112 for contracted
projects. Contracted projects are defined as pio@erformed by private contractors paid for and
administrated by MDOT. The contracted federal pigeare not subject to single audit
requirements by the road commissions, as theynaheded in MDOT's single audit.

Negotiated projects are defined as projects peddrby Road Commission employees or private

contractors paid for and administrated by the RGathmission. The Road Commission did not
have any negotiated projects for fiscal year 2@h@, therefore, a single audit was not required.

NOTE J--STATE TRUNKLINE MAINTENANCE REVENUE

The $95,965 difference between the State trunkfir@ntenance revenues of $1,549,833 and
expenditures of $1,453,868 is primarily due tolikng as a result of the January 1, 2017 through
December 31, 2017 State Trunkline audit.

NOTE K--SUBSEQUENT EVENTS

Beginning with the 2019 pension actuarial repotte MERS Retirement Board approved
adjustments to key economic assumptions. AccormdhiMdERS, “these assumptions, in particular
the investment return assumption, have a signifiefiect on a plan’s required contribution and
funding level. Historically low interest ratespafy with high equity market valuations, have led
to reductions in projected returns for most astadses. This has resulted in a Board adopted
reduction in the investment rate of return assuompto 7.35%, effective with the December 31,
2019 valuation first impacting 2021 contributioriBhe Board also changed the assumed rate of
wage inflation from 3.75% to 3.00%, with the sarffeaive date.” Exact amounts and changes
in the unfunded liability will not be known untté 2019 pension actuarial reports are issued.

On March 11, 2020, the World Health Organizatioolaed the outbreak of a coronavirus
(COVID-19) a pandemic. The COVID-19 outbreak in thated States has resulted in the
temporary reduction of operating hours for manylamits of government as well as temporary
local government closures that were mandated. Mdatis Governor, Gretchen Whitmer, issued
an executive order to temporarily suspend actwitiat are not necessary to sustain or protect
life. At the current time, we are unable to quantife potential effects of this pandemic on our
future financial statements.
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NOTE L—UPCOMING REPORTING CHANGES

In January 2017, the Governmental Accounting StatsdBoard (GASB) issued GASB Statement
No. 84, Fiduciary Activities, which establishestera for identifying fiduciary activities of
governments and improves guidance for accountingfiaancial reporting related to how these
activities should be reported. The Road Commisssoiurrently evaluating the impact this
standard will have on the financial statements wédopted. The provisions of this statement are
effective for the Road Commission’s financial sta¢ats for the 2020 fiscal year.

In June 2017, the Governmental Accounting StandBaed issued GASB Statement No. 87,
Leases, which improves accounting and financiabntapg for leases by governments. This
statement requires recognition of certain leasetassd liabilities for leases that previously were
classified as operating leases and recognizedlawgof resources or outflows of resources based
on the payment provisions of the contract. It dghbs a single model for lease accounting based
on the foundational principle that leases are fumags of the right to use an underlying asset.
Under this statement, a lessee is required to reze@ lease liability and an intangible right-to-
use lease asset, and a lessor is required to rieeogrease receivable and a deferred inflow of
resources. The Road Commission is currently evialgithe impact this standard will have on the
financial statements when adopted. The provisidithie statement are effective for the Road
Commission’s financial statements for the 20224ligear.

In April 2018, the GASB issued Statements No. &3t&n Disclosures Related to Debt, including
Direct Borrowings and Direct Placements. This Stemiet will improve financial reporting by
providing users of financial statements with essémtformation that currently is not consistently
provided. In addition, information about resourtediquidate debt and the risks associated with
changes in terms associated with debt will be dgmd. As a result, users will have better
information to understand the effects of debt @oeernment’s future resource flows. The Road
Commission is currently evaluating the impact gtendard will have on the financial statements
when adopted during the 2019-2020 fiscal year.
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IRON COUNTY ROAD COMMISSION SCHEDULE 1
SCHEDULE OF CHANGES IN THE ROAD COMMISSION'S
NET PENSION LIABILITY AND RELATED RATIOS*
FOR THE YEAR ENDED DECEMBER 31

2019 2018 2017 2016 2015
Total Pension Liability
Service Cost $ 116,214 § 108,076 § 100,440 § 87,857 $ 81,979
Interest 997,058 975,547 959,506 923,580 892,034
Difference Between Expected and Actual Experience 33,458 157,448 80,984 96,319 -
Changes in Assumptions - - - 647,163 -
Benefit Payments Including Employee Refunds (954,162) (945,017) (954,157) (946,161) (956,535)
Other Changes (17,312) (26,652) 5,343 (12,133) 18,875
Net Change in Total Pension Liability 175,256 269,402 192,116 796,625 36,353
Total Pension Liability--Beginning 12,882,205 12,612,803 12,420,687 11,624,062 11,587,709
Total Pension Liability--Ending $ 13,057,461 § 12,882,205 § 12,612,803 § 12,420,687 § 11,624,062
Plan Fiduciary Net Position
Contributions--Employer $ 1,149,772 $ 1,062,080 $ 900,438 $ 769,702 $ 715,164
Net Investment Income 725,225 (217,621) 633,114 501,474 (69,679)
Benefit Payments Including Employee Refunds (954,162) (945,017) (954,157) (946,161) (956,535)
Administrative Expense (12,511) (10,549) (10,019) (9,907) (10,334)
Net Change in Plan Fiduciary Net Position 908,324 (111,107) 569,376 315,108 (321,384)
Plan Fiduciary Net Position--Beginning 5,300,966 5,412,073 4,842,697 4,527,589 4,848,973
Plan Fiduciary Net Position--Ending $§ 6,209,290 $ 5300966 § 5412,073 $§ 4,842,697 § 4,527,589
Employer Net Pension Liability $§ 6,848,171 $ 7,581,239 § 7,200,730 $ 7,577,990 § 7,096,473
Plan Fiduciary Net Position as a Percentage of the
Total Pension Liability 48% 41% 43% 39% 39%
Covered Employee Payroll $ 1,116,800 $ 1,034,380 § 894,469 $ 830,390 $ 785,115
Employer's Net Pension Liability as a Percentage
of Covered Employee Payroll 613% 733% 805% 913% 904%

Notes to Schedule:

There were no benefit changes or changes in assumptions or methods affecting the 2015 valuation.

Above dates are based on measurement date, which may not necessarily tie to the fiscal year.

*10-year schedule as required by GASB Statement No. 68 will be built prospectively

upon implementation of the standard.
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IRON COUNTY ROAD COMMISSION SCHEDULE 2
SCHEDULE OF ROAD COMMISSION'S CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2019

2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Actuarial Determined Contributions $ 669,772 § 582,080 $ 540,440 $§ 475,164 $ 499,702 § 491,842 § 474371 $§ 383,147 $ 305858 § 372,786
Contributions in Relation to the Actuarially

Determined Contribution 1,149,772 1,062,080 900,440 715,164 769,702 731,842 714,371 583,147 350,858 372,786
Contribution Deficiency (Excess) $ (480,000) $ (480,000) $§ (360,000) $ (240,000) $ (270,000) $ (240,000) $§ (240,000) $ (200,000) $  (45,000) $ -
Covered Employee Payroll $ 1,116,800 $ 1,034,380 $ 894,469 § 785,115 § 830,390 $ 769,548 $ 699,417 $ 673,318 § 899,881 $§ 932,667
Contributions as a Percentage of Covered

Employee Payroll 103% 103% 101% 91% 93% 95% 102% 87% 39% 40%

Notes to Schedule:

Actuarial valuation information relative to the determination of contributions:

Valuation Date Actuarially determined contribution rates are calculated as of December 31 each year, which is 18 months prior to

the beginning of the fiscal year in which the contributions are required.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry Age

Amortization method Level percentage of payroll, open

Remaining amortization period 22 years

Asset valuation method 10 year smoothed

Inflation 3t04%

Salary Increases 3.75%, including inflation

Investment rate of return 7.75%

Retirement age Experienced-based tables of rates that are specific to the type of eligibility condition
Mortality 50% Female / 50% Male RP-2014

Annuity Mortality Table
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IRON COUNTY ROAD COMMISSION
SCHEDULE OF CHANGES IN THE ROAD COMMISSION'S
NET OPEB LIABILITY AND RELATED RATIOS*
For the Fiscal Year Ending December 31, 2019

Total OPEB Liability

Service Cost

Interest

Difference Between Expected and Actual Experience
Changes in Actuarial Assumptions

Benefit Payments Including Employee Refunds

Net Change in Total OPEB Liability

Total OPEB Liability Beginning

Total OPEB Liability Ending

Plan Fiduciary Net Position
Contributions-Employer

Benefit Payments Including Employee Refunds
Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position Beginning

Plan Fiduciary Net Position Ending

Employer Net OPEB Liability

Plan Fiduciary Net Position as a Percentage of the
Total OPEB Liability

Covered Employee Payroll

Employer's Net OPEB Liability as a Percentage
of Covered Employee Payroll

Notes to Schedule:

There were no benefit changes or changes affecting the 2019 valuation.

Above dates are based on measurement date, which may not necessarily tie to the fiscal year.

*10-year schedule as required by GASB Statement No. 75 will be built prospectively

upon implementation of the standard.
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SCHEDULE 3
2019 2018
26,809 $ 26,028
93,720 97,531
(272) -
35,412 -
(164,480) (173,802)
(8,811) (50,243)
3,261,663 3,311,906
3,252,852 S 3,261,663
164,480 § 173,802
(164,480) (173,802)
- $ -
3,252,852 S 3,261,663
0% 0%
1173242 $ 1,116,801
277% 292%



IRON COUNTY ROAD COMMISSION SCHEDULE 4
SCHEDULE OF ROAD COMMISSION'S CONTRIBUTIONS--OPEB
For the Fiscal Year Ending December 31, 2019

2019 2018

Actuarial Determined Contributions $ 409,980 $ 384,752
Contributions in Relation to the Actuarially

Determined Contribution 164,480 173,802
Contribution Deficiency (Excess) § 245500 $ 210,950
Covered Employee Payroll $ 1,173,242 $ 1,116,801
Contributions as a Percentage of Covered

Employee Payroll 14% 16%
Notes to Schedule

10 year requirement for disclosure The ten year requirement of information will be built prospectively.
Actuarial valuation information relative to the determination of contributions:

Valuation date December 31, 2019

Measurement Date December 31, 2019
Methods and assumptions used to determine contribution rates:
Actuarial cost method Entry Age Normal (level of percentage of compensation)
Amortization method Level Percentage of Pay
Discount Rate 3.26%
20-year Aa Municipal Bond Rate 3.26% - Current bond rate
Inflation N/A - plan is not pre-funded
Payroll inflation 3.5%
Return on plan assets Not applicable - Plan is not funded
Mortality 2010 Public General Employees and Healthy Retirees, Headcount weighted.
Improvement Scale MP-2018
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IRON COUNTY ROAD COMMISSION

REQUIRED SUPPLEMENTARY INFORMATION
GENERAL OPERATING FUND--SCHEDULE OF

REVENUES AND OTHER FINANCING SOURCES

BUDGETARY COMPARISON SCHEDULE
For the Fiscal Year Ended December 31, 2019

Taxes
Property Taxes

Licenses and Permits
Permits

Federal Grants (Contracted Projects)
Surface Transportation Program

State Grants
Michigan Transportation Fund
Engineering
Primary Road
Local Road
Snow Removal

Economic Development Fund
Rural Primary (D) Funds
Forest Road Funds

Other--Supplemental Road Funding

Contributions from Local Units
Townships
Other Governments

Charges for Services
State Trunkline Maintenance
State Trunkline Non-Maintenance
Salvage Sales

Interest and Rents
Interest Earned
Total Revenues

Other Financing Sources
Installment Purchase Proceeds
Proceeds from the Disposal of Capital Assets

Total Other Financing Sources

Total Revenues and Other Financing Sources

Fund Balance--January 1, 2019
Total Budget

EXHIBIT G

Original Final Variance

Adopted Amended Favorable
Budget Budget Actual (Unfavorable)
$ 215000 § 215,173 § 215269 $ 96
12,000 9,000 8,120 (880)
895,000 460,000 330,112 (129,888)
10,000 10,000 10,000 -
2,350,000 2,550,000 2,511,637 (38,363)
1,050,000 1,125,000 1,119,069 (5,931)
97,000 139,000 139,000 -
- - 123,792 123,792
213,430 213,430 213,420 (10)
250,000 250,000 - (250,000)
2,213,000 1,513,000 1,511,797 (1,203)
- 15,027 15,028 1
1,330,000 1,357,295 1,549,833 192,538
80,000 60,000 56,766 (3,234)
6,000 1,500 1,114 (386)
30,000 35,000 36,031 1,031
8,751,430 7,953,425 7,840,988 (112,437)
250,000 212,000 211,400 (600)
10,000 - - -
260,000 212,000 211,400 (600)
9,011,430 8,165,425 § 8,052,388 § (113,037)

3,323,072 3,323,072
$ 12,334,502 § 11,488,497
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IRON COUNTY ROAD COMMISSION

REQUIRED SUPPLEMENTARY INFORMATION
GENERAL OPERATING FUND--SCHEDULE OF
EXPENDITURES--BUDGETARY COMPARISON SCHEDULE

For the Fiscal Year Ended December 31, 2019

Primary Road
Preservation/Structural Improvements
Routine and Preventive Maintenance

Local Road
Preservation/Structural Improvements
Routine and Preventive Maintenance

Primary Road Structure
Construction / Capacity Improvement
Preservation/Structural Improvements

Local Road Structure
Preservation/Structural Improvements

State Trunkline
Maintenance
Non-Maintenance

Equipment Expense--Net

Direct

Indirect

Operating

Less: Equipment Rentals
Administrative Expense--Net

Administrative Expense

Overhead - State Trunkline

Handling Charges
Purchase Discounts

Contingency

Capital Outlay--Net
Capital Outlay
Less: Depreciation Credits
Equipment Retirements

Debt Service
Principal Payments
Interest Payments

Total Expenditures

Fund Balance--December 31, 2019

Total Budget

EXHIBIT H
Original Final Variance
Adopted Amended Favorable
Budget Budget Actual (Unfavorable)
$ 1,151,000 $ 951,000 $§ 983,702 § (32,702)
900,749 1,800,749 1,756,662 44,087
2,413,000 1,513,000 1,476,243 36,757
1,100,000 2,300,000 2,009,708 290,292
- 200 - 200
8,000 500 438 62
8,000 (7,500) 121 (7,621)
1,200,000 1,682,250 1,453,868 228,382
80,000 70,000 56,766 13,234
(420,000) (380,000)
$ 1,293,525
417,400
236,943
(1,800,383) 147,485 (527,485)
280,000 630,000
540,566
(136,446)
(713)
(1,623) 401,784 228,216
1,550,000 56,000 - 56,000
400,000 (7,500)
371,886
(368,771)
- 3,115 (10,615)
285,000 360,000 327,838 32,162
55,681 52,041 51,893 148
9,011,430 9,020,740 $ 8,609,623 $ 351,117
3,323,072 2,467,757
$12,334,502  $11,488,497
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IRON COUNTY ROAD COMMISSION

GENERAL OPERATING FUND

ANALYSIS OF CHANGES IN FUND BALANCES
For the Fiscal Year Ended December 31, 2019

Total Revenues
Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses)
Optional Transfers

Installment Purchase Proceeds

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance--January 1, 2019

Fund Balance--December 31, 2019

EXHIBIT I
County
Primary Local Road
Road Fund Road Fund Commission Total

$ 3,213,263 $ 2,787,976 $ 1,839,749 $ 7,840,988
2,958,354 3,771,077 1,940,192 8,669,623
254,909 (983,101) (100,443) (828,635)
(984,710) 984,710 - -
- - 211,400 211,400
(984,710) 984,710 211,400 211,400
(729,801) 1,609 110,957 (617,235)
2,520,717 4,500 797,855 3,323,072
$ 1,790,916 $ 6,109 $ 908,812 $ 2,705,837
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IRON COUNTY ROAD COMMISSION EXHIBIT J
GENERAL OPERATING FUND

ANALYSIS OF REVENUES
For the Fiscal Year Ended December 31, 2019
County
Primary Local Road
Road Fund Road Fund Commission Total
Taxes
Property Taxes $ - S - % 215269 $ 215,269
Licenses and Permits
Permits - - 8,120 8,120
Federal Grants (Contracted Projects)
Surface Transportation Funds 330,112 - - 330,112
State Grants
Michigan Transportation Fund
Engineering 6,918 3,082 - 10,000
Allocation 2,511,637 1,119,069 - 3,630,706
Snow Removal - 139,000 - 139,000
Economic Development Funds
Rural Primary (D) Funds 123,792 - - 123,792
Forest Road Funds 213,420 - - 213,420
Contributions from Local Units
Townships - 1,511,797 - 1,511,797
Other Governments - 15,028 - 15,028
Charges for Services
State Trunkline Maintenance - - 1,549,833 1,549,833
State Trunkline Non-Maintenance - - 56,766 56,766
Salvage Sales - - 1,114 1,114
Interest and Rents
Interest Earned 27,384 - 8,047 36,031
Total Revenues 3,213,263 2,787,976 1,839,749 7,840,988
Other Financing Sources
Installment Purchase Proceeds - - 211,400 211,400
Total Other Financing Sources - - 211,400 211,400

Total Revenues and Other Financing Sources $ 3,213,263 $ 2,787,976 $ 2,051,149 $ 8,052,388
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IRON COUNTY ROAD COMMISSION
GENERAL OPERATING FUND
ANALYSIS OF EXPENDITURES

For the Fiscal Year Ended December 31, 2019

Primary Road
Preservation/Structural Improvements
Routine and Preventive Maintenance

Local Road
Preservation/Structural Improvements
Routine and Preventive Maintenance

Primary Road Structures
Routine and Preventive Maintenance

Local Road Structures
Routine and Preventive Maintenance

State Trunkline Maintenance
State Trunkline Non-Maintenance

Equipment Expense--Net
(Per Exhibit J)

Administrative Expense--Net
(Per Exhibit J)

Capital Outlay--Net
(Per Exhibit J)

Debt Service

Principal Payments
Interest Payments

Total Expenditures

EXHIBIT K
County
Primary Local Road
Road Fund Road Fund Commission Total
$ 983,702 $ - $ - $ 983,702
1,756,662 - - 1,756,662
- 1,476,243 - 1,476,243
- 2,009,708 - 2,009,708
438 - - 438
- 121 - 121
- - 1,453,868 1,453,868
- - 56,766 56,766
40,704 60,069 46,712 147,485
176,848 224,936 - 401,784
- - 3,115 3,115
- - 327,838 327,838
- - 51,893 51,893
$ 2,958,354 $ 3,771,077 $ 1,940,192 $ 8,669,623
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4425 (Rev. 01-19)

STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

August 25, 2020

Board of County Road Commissioners
Iron County Road Commission

800 West Franklin Street

Iron River, Michigan 49935

Independent Auditor's Report

RE:  Report on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of the Financial Statements Performed in Accordance With Government
Auditing Standards

Dear Commissioners:

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 and the major fund of the Iron County Road Commission, a component
unit of Iron County, Michigan, as of and for the fiscal year ended December 31, 2019, and the
related notes to the financial statements, which collectively comprise the Iron County Road
Commission’s basic financial statements, and have issued our report thereon dated August 25,
2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Iron County
Road Commission’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 Iron County Road Commission’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Iron 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 Iron County Road Commission’s financial statements will not be

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury e 517-335-7469
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August 25, 2020

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. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Iron County Road Commission’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, non-compliance 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 one
instance of non-compliance or other matters, described in the accompanying Schedule of Findings
and Responses as Finding 2019-001 that is required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance, and the results of that testing and not to provide an opinion on the effectiveness of the
Iron County Road Commission’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 Iron
County Road Commission’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose. However, this report is a matter of public record and its
distribution is not limited.

Sincerely,
CNA
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

August 25, 2020

Board of County Road Commissioners
Iron County Road Commission

800 West Franklin Street

Iron River, Michigan 49935

RE: Report to Those Charged With Governance

Dear Commissioners:

We have audited the financial statements of the governmental activities and the major fund of the
Iron County Road Commission, a component unit of Iron County, Michigan, for the fiscal year
ended December 31, 2019, and have issued our report thereon dated August 25, 2020. Professional

standards require that we provide you with information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and Government
Auditing Standards

As stated in the engagement letter dated June 3, 2020, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with accounting principles generally accepted in the United States of America. Our audit of the
financial statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the Iron County Road Commission. Such
considerations were solely for the purpose of determining our audit procedures and not to provide
any assurance concerning internal control.

As part of obtaining reasonable assurance about whether the Iron County Road Commission’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grants. However, the objective of our tests
was not to provide an opinion on compliance with such provisions.

Other Information in Documents Containing Audited Financial Statements

Our responsibility for the supplementary information accompanying the financial statements, as
described in professional standards, is to evaluate the presentation of supplementary information
in relation to the financial statements as a whole and to report on whether the supplementary
information is fairly stated, in all material respects, in relation to the financial statements as a

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury e 517-335-7469
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whole. We made certain inquires of management and evaluated the form, content, and methods of
preparing the information to determine that the information complies with the 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 the financial
statements themselves.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our engagement letter and our meeting about planning matters on June 29, 2019, with
management.

Significant Results of the Audit

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Iron County Road Commission are described in Note
A to the financial statements. No new accounting policies were adopted and the application of
existing policies was not changed during the fiscal year ended December 31, 2019. We noted no
transactions entered into by the Iron County Road Commission during the year for which there is
a lack of authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction occurred.

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 governmental activities in the government-wide
statements relate to depreciation, the net pension liability, the liability for other postemployment
benefits, and the estimate of the current portion of vested employee benefits. Management’s
estimate of the depreciation is based on the sum-of-the-years'-digits method for road equipment
and straight-line method for all other capital assets in accordance with Generally Accepted
Accounting Principles. For the pension, estimates and assumptions are determined by MERS and
its actuary, based on the Road Commission’s negotiations with its bargaining units and resolutions
of the Board of County Road Commissioners. For retiree healthcare, the estimates and assumptions
are based on actuarial techniques. Management’s estimate of the current portion of vested
employee benefits payable within the next year is based on historical trends and current policies
regarding the usage of these benefits. We evaluated the key factors and assumptions used to
develop the depreciation, the net pension liability, the liability for other postemployment benefits
and the current portion of vested employee benefits payable in determining that they are reasonable
in relation to the financial statements, taken as a whole.
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Difficulties Encountered in Performing the Audit

We encountered no 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 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 the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as 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 the audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated August 25, 2020.

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 Iron 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.

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 Iron 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.
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This information is intended solely for the use of the Iron County Road Commission’s Board of
County Road Commissioners and management of the Iron County Road Commission and is not
intended to be and should not be used by anyone other than these specified parties. However, this
report is a matter of public record and its distribution is not limited.

Sincerely,

A — 7
CHNA

—

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Community Engagement and Finance Division
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IRON COUNTY ROAD COMMISSION

SCHEDULE OF FINDINGS AND RESPONSES
For the Fiscal Year Ended December 31, 2019

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.

NONCOMPLIANCE WITH STATE STATUTES

Our review and study for compliance with State statutes and regulations revealed the following
noncompliance procedures:

Violation of Public Act 2 of 1968 Finding 2019-001 (Repeated)

Condition: During the fiscal year ended December 31, 2018, expenditures were incurred in excess
of amounts appropriated in the amended budgets as follows:

Budget Actual Variance
Primary Road Preservation / Structural Improvements $ 951,000 $ 983,702 $ (32,702)
Local Road Structures Preservation / Structural Improvements (7,500) 121 (7,621)
Equipment Expense--Net (380,000) 147,485 (527,485)
Capital Outlay--Net (7,500) 3,115 (10,615)

Criteria: The expenditure of funds in excess of appropriations is contrary to the provisions of
Section 17 of Public Act 2 of 1968.

Directive: We direct that the Road Commission develop budgetary control procedures which will
ensure that expenditures will not exceed amounts authorized in the General Appropriations Act or
amendments thereof.

Management’s Response: Our budget estimates are reviewed and amended as needed to abide by
the PA 2 of 1968, certainly toward the end of projects and the end of year. The last budget
amendments are processed just prior to the actual end of the year, without all the final year end
information. We estimate the amount of manpower and equipment which are anticipated to be
deployed in weekend and overtime situations at year end during a winter storm event, we consider
MDOT project expenses that are not yet received, and we do extensive comparisons to prior years.
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IRON COUNTY ROAD COMMISSION

SCHEDULE OF FINDINGS AND RESPONSES
For the Fiscal Year Ended December 31, 2018

Our mission statement of “The Iron County Road Commission is responsible for providing a road
system that is reasonable safe and convenient for the traveling public” remains a top priority, along
with the various State and Local regulatory rules. It is not a responsible policy to over budget just
to get a pass on this finding and it is felt that the current year’s unfavorable budget variances are
within reasonable amounts.

Therefore, the budget will continue to be reviewed to compare budgeted amounts to actual year to

date revenues and expenditures with budget amendments being processed, just prior to the end of
the fiscal year to ensure expenditures will not exceed amounts authorized.
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