
Petoskey, MI

We have audited the financial statements of the business-type activities and the blended component
unit, of North Central Michigan College (the "College") as of and for the year ended June 30, 2019, and
have issued our report thereon dated October 15, 2019. We did not audit the financial statements of the
North Central Michigan College Foundation, blended component unit (the "Foundation"). Those financial
statements were audited by other auditors whose report thereon has been furnished to us, and our
opinion on the financial statements and this report, insofar as they relate to the Foundation, are based
solely on the report of other auditors. Professional standards require that we advise you of the following
matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

We also considered internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our audit procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

Independent Auditors’ Communication with Those Charged with Governance

October 15, 2019

Board of Trustees
North Central Michigan College

As communicated in our engagement letter dated May 30, 2019, our responsibility, as described by
professional standards, is to form and express an opinion about whether the financial statements that
have been 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 respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the College solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.
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There have been no initial selections of accounting policies and no changes in significant accounting
policies or their application during the year.

No matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Qualitative Aspects of the College’s Significant Accounting Practices

Significant Accounting Policies 

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the College is included in Note 1 to the financial statements.

We performed the audit according to the planned scope and timing previously communicated to you in
our engagement letter and our professional services plan dated May 30, 2019.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant
ethical requirements regarding independence.

We have provided our comments regarding other matters noted during our audit in Attachment A to this
letter.

Planned Scope and Timing of the Audit

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

As part of obtaining reasonable assurance about whether the College’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit. Also, in accordance with Uniform Guidance, we
examined, on a test basis, evidence about the College’s compliance with the types of compliance
requirements described in the Uniform Guidance Compliance Supplement applicable to each of its major
federal programs for the purpose of expressing an opinion on the College’s compliance with those
requirements. While our audit provides a reasonable basis for our opinion, it does not provide a legal
determination on the College’s compliance with those requirements.
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Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management relating to the performance of
the audit.

The schedule of adjustments passed is included with management's written representations in
Attachment D to this letter, and summarizes uncorrected financial statement misstatements whose
effects in the current and prior periods, as determined by management, are immaterial, both individually
and in the aggregate, to the financial statements taken as a whole.

Management’s estimate of the insurance claims incurred but not reported is based on
information provided by the entity’s third party administrators and subsequent claims 

We evaluated the key factors and assumptions used to develop these estimates and determined that they
are reasonable in relation to the basic financial statements taken as a whole. In additional, the financial
statements include net pension and other postemployment benefit liabilities and other related amounts,
which are dependent on estimates made by the plan. These estimates are based on historical trends and
industry standards, but are not within the control of management.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. Further, professional standards require us to also
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole. In addition,
professional standards require us to communicate to you all material, corrected misstatements that were
brought to the attention of management as a result of our audit procedures. We did not identify any
misstatements during our audit.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on 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 markedly from management’s current
judgments.

The most sensitive accounting estimates affecting the financial statements were:

Management’s estimate of the accrued compensated absences is based on current hourly
rates and policies regarding payment of sick and vacation banks. 

Management’s estimate of the allowance for uncollectible receivable balances is based on
past experience and future expectation for collection of various account balances.

Significant Accounting Estimates
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Upcoming Changes in Accounting Standards

Generally accepted accounting principles (GAAP) are continually changing in order to promote the
usability and enhance the applicability of information included in external financial reporting. While it
would not be practical to include an in-depth discussion of every upcoming change in professional
standards, Attachment B to this letter contains a brief overview of recent pronouncements of the
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is
responsible for reviewing these standards, determining their applicability, and implementing them in
future accounting periods.

In the normal course of our professional association with the College, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity, and operational plans and strategies that may affect the risks
of material misstatement. None of the matters discussed resulted in a condition to our retention as the
College’s auditors.

Other Information in Documents Containing Audited Financial Statements

Our responsibility for the supplementary information accompanying the financial statements, as
described by professional standards, is to evaluate the presentation of the 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 whole. We made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally accepted in
the United States of America, the method of preparing it has not changed from the prior period, and the
information is appropriate and complete in relation to our audit of the financial statements. We
compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves. 

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the College’s financial statements or the auditors’ report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in Attachment 
C  to this letter.

Management’s Consultations with Other Accountants

Disagreements with Management



Page 5

Very truly yours, 

This information is intended solely for the use of the governing body and management of the North 
Central Michigan College and is not intended to be and should not be used by anyone other than these
specified parties.



NORTH CENTRAL MICHIGAN COLLEGE

Attachment A - Comments and Recommendations
For the June 30, 2019 Audit

During our audit, we became aware of these certain other matters that are an opportunity for strengthening
internal control and/or improving operating efficiency. This memorandum summarizes our comments and
recommendation regarding these matters. Our consideration of the College's internal control over financial
reporting is described in our report, dated October 15, 2019, issued in accordance with Government Auditing 
Standards . This memorandum does not affect that report or our report dated October 15, 2019, on the
financial statements of North Central Michigan College .

Other Matters

Formal IT Risk Policy
We noticed during our walkthrough of the IT environment for the College that there is no formal IT Risk
Policy in place at the College. Although an informal policy exists, we recommend that a formal policy is
implemented as it is used to identify IT risks throughout various levels in College, and how each of those risks
can best be mitigated.

Cyber Security
Phishing attacks by hackers are continuing to occur at an alarming rate. Hackers will often use information
available to the public on websites to aid in their attacks. As the College places employees’ e-mail addresses
on it’s website, it allows the hackers to use these legitimate e-mail addresses to launch spear-phishing
attacks. The College should limit employees’ information, including email addresses, published on their
website as much as possible, so that it cannot be as easily obtained and used by hackers to carry out an
attack.  
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NORTH CENTRAL MICHIGAN COLLEGE

GASB 84  Fiduciary Activities
Effective 12/15/2019 (your FY 2020)

GASB 87  Leases
Effective 12/15/2020 (your FY 2021)

GASB 89  Accounting for Interest Cost Incurred before the End of a Construction Period
Effective 12/15/2020 (your FY 2021)

GASB 90  Majority Equity Interests
Effective 12/15/2019 (your FY 2020)

This standard establishes new criteria for determining how to report fiduciary activities in governmental
financial statements. The focus is on whether the government is controlling the assets, and who the
beneficiaries are. Under this revised standard, certain activities previously reported in agency funds may be
reclassified in future periods. Due to the number of specific factors to consider, we will continue to assess
the degree to which this standard may impact the College.

Attachment B – Upcoming Changes in Accounting Standards

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released
recently and may be applicable to the College in the near future. We encourage management to review the
following information and determine which standard(s) may be applicable to the College. For the complete
text of these and other GASB standards, visit www.gasb.org and click on the “Standards & Guidance” tab. If
you have questions regarding the applicability, timing, or implementation approach for any of these
standards, please contact your audit team.

For the June 30, 2019 Audit

This standard establishes a single model for reporting all leases (including those previously classified as
operating and capital). Lessees will now report offsetting intangible lease assets and lease liabilities equal to
the present value of future lease payments. Lessors will report offsetting lease receivables and deferred
inflows of resources.

This standard eliminates the requirement for governments to capitalize interest during the construction
period for business-type activities. As this simplifies the accounting for interest, early implementation is
encouraged. We do not expect this standard to have any significant effect on the College.

This standard addresses situations in which a government acquires a majority of the equity interest in a
legally separate organization, and whether such holdings should be reported as an investment or a
component unit. We do not expect this standard to have any significant effect on the College.
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

GASB 91  Conduit Debt Obligations
Effective 12/15/2021 (your FY 2022)

Effective Date: 12/31/2019 (your FY 2020)

The ASU also specifies the accounting for incremental costs to obtain, or costs to fulfill, a contract with a
customer. Further, the ASU states that an entity should disclose sufficient information to enable users of
financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash flows
arising from contracts with customers. 

The amendments apply to any entity that either enters into contracts with customers to transfer goods or
services or enters into contracts for the transfer of nonfinancial assets unless those contracts are within the
scope of other standards. 

This standard defines "conduit debt obligations", where a government issues debt whose proceeds are
received and repaid by a third-party obligor without the issuer being primarily liable. The standard requires
issuers to disclose conduit debt obligations, but not to record a liability unless it is more likely than not that
a commitment made by the issuer will require it to support one or more debt payments for a conduit debt
obligation. We do not expect this standard to have any significant effect on the College.

Step 2: Identify the performance obligations in the contract. 
Step 3: Determine the transaction price. 
Step 4: Allocate the transaction price to the performance obligations in the contract. 
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation. 

The following pronouncements of the Financial Accounting Standards Board (FASB) have been released
recently and may be applicable to the Foundation in the near future. We encourage management to review
the following information and determine which standard(s) may be applicable to the Foundation. For the
complete text of these and other FASB standards, visit www.fasb.org and click on the “Standards” tab. If you
have questions regarding the applicability, timing, or implementation approach for any of these standards,
please contact your audit team.

ASU 2014-09, Revenue from Contracts with Customers (Topic 606) and Other Assets and Deferred Costs
– Contracts with Customers (Subtopic 340 – 40) 

The core principle of this ASU is that an entity should recognize revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. To achieve this core principle, an entity should apply the
following steps: 

Step 1: Identify the contract(s) with a customer. 
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

The ASU also provides guidance on how to determine whether a contribution is conditional and how to better
distinguish a donor-imposed condition from a donor-imposed restriction. The improved guidance on
distinguishing contributions from exchange transactions could result in more grants and contracts being
accounted for as contributions (often conditional contributions) than under current GAAP. The guidance
would apply to both a recipient of contributions received and a resource provider of contributions made.

• Public business entities, certain not-for-profit entities, and certain employee benefit plans should
apply the guidance in ASU 2014-09 to annual reporting periods beginning after December 15, 2017,
including interim reporting periods within that reporting period. Earlier application is permitted only as
of annual reporting periods beginning after December 15, 2016, including interim reporting periods
within that reporting period. 

• All other entities should apply the guidance in ASU 2014-09 to annual reporting periods beginning after
December 15, 2018, and interim reporting periods within annual reporting periods beginning after
December 15, 2019. These entities can also apply the guidance earlier, as indicated in the Update. 

ASU 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made
Effective Date: 12/31/2019 (your FY 2020)

The amendments in this ASU provide a more robust framework for determining whether a transaction should
be accounted for as a contribution or as an exchange transaction. An organization would evaluate if a
transaction is an exchange transaction by determining if each party to the transaction directly receives
commensurate value. If both parties to the transaction directly receives commensurate value, the
transaction is an exchange transaction. ASU 2018-08 explicitly states that societal benefit – even if it
furthers the resource provider’s charitable mission – is not commensurate reciprocal value.

ASU 2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date 
Effective Date:  The amendments are effective immediately. 

This ASU defers the effective date of ASU 2014-09, Revenue from Contracts with Customers , for all entities
by one year. More specifically: 
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

Effective Date: 12/31/2019 (your FY 2020)

The effective date and transition of these amendments is the same as the effective date and transition of
ASU 2014-09, Revenue from Contracts with Customers (Topic 606).  Private entities should apply the
amendments in ASU 2014-09 for annual reporting periods beginning after December 15, 2018, including
interim reporting periods therein (i.e., January 1, 2019, for a calendar year entity). Private entities must
apply the amendments one year later.

•An entity determines the nature of each specified or service (e.g., whether it is a good, service, or a
right to a good or service).

•When another entity is involved in providing goods or services to a customer, an entity that is a
principal obtains control of: (a)  a good or another asset from the other party that it then transfers to the
customer; (b)  a right to a service that will be performed by another party, which gives the entity the
ability to direct that party to provide the service to the customer on the entity’s behalf; or (c)  a good or
service from the other party that it combines with other goods or services to provide the specified good
or service to the customer.

•The purpose of the indicators in paragraph 606-10-55-39 is to support or assist in the assessment of
control. The amendments in paragraph 606-10-55-39A clarify that the indicators may be more or less
relevant to the control assessment and that one or more indicators may be more or less persuasive to the
control assessment, depending on the facts and circumstances.

The amendments amend certain existing illustrative examples and add additional illustrative examples to
assist in the application of the guidance.

ASU No. 2016-08, Revenue from Contracts with Customers (Topic 606): Principal versus Agent
Considerations (Reporting Revenue Gross versus Net)  

This ASU relates to when another party, along with the entity, is involved in providing a good or service to a
customer. Topic 606 Revenue from Contracts with Customers  requires an entity to determine whether the
nature of its promise is to provide that good or service to the customer (i.e., the entity is a principal) or to
arrange for the good or service to be provided to the customer by the other party (i.e., the entity is an
agent).

The amendments are intended to improve the operability and understandability of the implementation
guidance on principal versus agent considerations by clarifying the following:

•An entity determines whether it is a principal or an agent for each specified good or service promised to 
a customer.
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

Effective Date: 12/31/2019 (your FY 2020)

 Requiring public business entities to use the exit price notion when measuring the fair value of financial
instruments for disclosure purposes;

 Requiring separate presentation of financial assets and financial liabilities by measurement category
and form of financial asset (i.e., securities or loans and receivables) on the balance sheet or the
accompanying notes to the financial statements;

 Eliminating the requirement to disclose the fair value of financial instruments measured at amortized
cost for organizations that are not public business entities; and

 Eliminating the requirement for public business entities to disclose the method(s) and significant
assumptions used to estimate the fair value that is required to be disclosed for financial instruments
measured at amortized cost on the balance sheet; and

ASU No. 2016-01, Financial Instruments – Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assets and Financial Liabilities.

This ASU is intended to improve the recognition and measurement of financial instruments. The ASU affects
companies, not-for-profit organizations, and employee benefit plans that hold financial assets or owe
financial liabilities.

The new guidance makes targeted improvements to existing U.S. GAAP by: 

 Requiring equity investments (except those accounted for under the equity method of accounting, or
those that result in consolidation of the investee) to be measured at fair value with changes in fair value
recognized in net income;
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

Effective 12/31/2019 (your FY 2020)

Separately Identifiable Cash Flows and Application of the Predominance Principle.

Proceeds from the Settlement of Insurance Claims;
Proceeds from the Settlement of Corporate-Owned Life Insurance Policies, including Bank-Owned;
Life Insurance Policies;
 Distributions Received from Equity Method Investees;
Beneficial Interests in Securitization Transactions; and 

The ASU addresses diversity in how certain cash receipts and cash payments are presented and classified in
the statement of cash flows.

The amendments provide guidance on the following nine specific cash flow issues:

Debt Prepayment or Debt Extinguishment Costs;
 Settlement of Zero-Coupon Debt Instruments or Other Debt Instruments with Coupon Interest Rates That
Are Insignificant in Relation to the Effective Interest Rate of the Borrowing;
Contingent Consideration Payments Made after a Business Combination;

ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment B – Upcoming Changes in Accounting Standards
For the June 30, 2019 Audit

Effective Date: 12/31/2021 (your FY 2022)

Effective 12/31/2020 (your FY 2021)

Under the new guidance, lessor accounting is largely unchanged. Certain targeted improvements were made
to align, where necessary, lessor accounting with the lessee accounting model and Topic 606, Revenue from
Contracts with Customers.

The new lease guidance simplified the accounting for sale and leaseback transactions primarily because
lessees must recognize lease assets and lease liabilities. Lessees will no longer be provided with a source of
off-balance sheet financing.

Lessees (for capital and operating leases) and lessors (for sales-type, direct financing, and operating leases)
must apply a modified retrospective transition approach for leases existing at, or entered into after, the
beginning of the earliest comparative period presented in the financial statements. The modified
retrospective approach would not require any transition accounting for leases that expired before the
earliest comparative period presented. Lessees and lessors may not apply a full retrospective transition
approach.

ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash

The amendments in Accounting Standards Update (ASU) No. 2016-18, Statement of Cash Flows (Topic 230):
Restricted Cash , apply to all entities that have restricted cash or restricted cash equivalents and are
required to present a statement of cash flows. The amendments address diversity in practice that exists in
the classification and presentation of changes in restricted cash on the statement of cash flows. 

The amendments require that a statement of cash flows explain the change during the period in the total of
cash, cash equivalents, and amounts generally described as restricted cash or restricted cash equivalents. As
a result, amounts generally described as restricted cash and restricted cash equivalents should be included
with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts
shown on the statement of cash flows. The amendments do not provide a definition of restricted cash or
restricted cash equivalents. 

ASU 2016-02, Leases (Topic 842): Establish the Principles That Lessees and Lessors Shall Apply to
Report Useful Information to Users of Financial Statements about the Amount, Timing, and Uncertainty
of Cash Flows Arising from a Lease

Under the new guidance, lessees will be required to recognize the following for all leases (with the exception
of short-term leases) at the commencement date:

• A lease liability, which is a lessee‘s obligation to make lease payments arising from a lease, measured
on a discounted basis; and

• A right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a
specified asset for the lease term.
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NORTH CENTRAL MICHIGAN COLLEGE

Attachment D - Schedule of Unadjusted Differences

Effect of Passed Adjustment  - Increase (Decrease)

Expenses/
Assets Liabilities Net Position Revenues Expenditures

-$                   -$                   (173,038)$        173,038$         -$                   

Total financial statement amounts 54,536,497$    22,708,210$    33,050,210$    20,668,306$    19,148,617$    

Net adjustments as a percentage of 
financial statement base 0.0% 0.0% -0.5% 0.8% 0.0%

In accordance with generally accepted auditing standards, we have prepared the following schedule of proposed audit adjustments,
which we believe are immaterial both individually and in the aggregate. We are providing this schedule to both management and
those charged with governance to receive their assurance that they agree that the amounts listed below are not material to the
financial statements, either individually or in the aggregate, and do not need to be recorded.

For the June 30, 2019 Audit

Current year effect of prior year 
adjustments passed related to 
deferred revenue
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