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INDEPENDENT AUDITORS' REPORT

To the Board of Education
Kenosha Unified School District No. 1
Kenosha, Wisconsin

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Kenosha Unified School District No. 1 ("the District) as of and for the
year ended June 30, 2016, and the related notes to the financial statements, which collectively comprise the
Districts basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the District's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the District as of June 30, 2016, and the respective changes in financial position thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.
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Emphasis of Matter

As discussed in Note B.1., the District implemented GASB Statement No. 72, Fair Value Measurement and
Application. Our opinions are not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, the budgetary comparison information, and the schedules relating to pensions and other
post-employment benefits on pages 4 through 15 and 50 through 57 be presented to supplement the basic
financial statements. Such information, although not part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Districts basic financial statements. The financial information listed in the table of contents as supplementary
information is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The schedule of expenditures of federal awards and schedule of state financial assistance are
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and the
State Single Audif Guidelines issued by the Wisconsin Department of Administration and are also not a required
part of the basic financial statements.

The supplementary information and schedules of expenditures of federal awards and state financial assistance
are the responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the supplementary information, the schedules of expenditures of federal awards and the schedule of
state financial assistance are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The transmittal letter has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 10, 2017, on
our consideration of the Districts internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Districts internal control over financial reporting and compliance.

.0~~~.xGl~ .Sc

Certified Public Accountants
Green Bay, Wisconsin
January 10, 2017
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MANAGEMENT'S DISCUSSION AND ANALYSIS



Management's Discussion and Analysis
For the Year Ended June 30, 2016

The discussion and analysis of the Kenosha Unified School District's financial performance provides an overall
review of financial activities for the fiscal year. The analysis focuses on school district financial performance as a
whole.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Districts basic financial statements are comprised of 1) District-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. In addition, required supplementary information and
supplementary information is provided in the annual financial report.

District-wide Financial Statements

The District-wide financial statements are the statement of net position and statement of activities. These
statements present an aggregate view of the Districts finances in a manner similar to private-sector business.
Both statements distinguish functions that are supported principally by property taxes and intergovernmental
revenues, called governmental activities.

• The statement of net position presents information on all of the Districts assets, deferred outflows of resources
and liabilities, with the difference reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

• The statement of activities presents information showing how the District's net position changed during the
year. This statement reports the cost of government functions and how those functions were financed in the
fiscal year.

Fund Financial Statements

There are three kinds of fund types: governmental, proprietary, and fiduciary. The District has governmental
funds and fiduciary funds. The District does not have any proprietary funds. A fund is a grouping of related
accounts, which is used to maintain control over resources that have been segregated for specific activities. Fund
statements generally report operations in more detail than the District-wide statements and provide information
that may be useful in evaluating a districts near-term financing requirements.

1. Governmental Funds
Governmental funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. In general, this means that the focus of the fund types is what
revenues have come in and what expenditures have been paid out. Governmental funds include the
general fund, special revenue funds (Head Start, Trust, Food Service and Community Service), debt
service fund and capital projects fund.

The District produces fund financial statements for this fund type. There are two fund financial
statements, the balance sheet and the statement of revenues, expenditures and changes in fund
balances (operating statement). Financial information is presented separately on both the balance
sheet and the statement of revenues, expenditures and changes in fund balances for the general fund
and the capital projects fund as these are considered to be major funds. Data for the special revenue
trust fund, Head Start fund, food service fund, community service fund, and debt service fund is
combined into a single, aggregated column. Data for each of these individual non-major funds is
provided separately as supplementary information.
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Management's Discussion and Analysis
For the Year Ended June 30, 2016

A reconciliation to facilitate the comparison of the Statement of Net Position to the Governmental

Funds Balance Sheet is presented at the bottom of the governmental funds statement. A separate

statement to reconcile the Statement of Activities to the Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds is also presented.

The District adopts an annual budget for its governmental funds. Budgetary comparison statements
for the general fund and any major special revenue funds have been provided in the required

supplementary information to demonstrate budget compliance as required by generally accepted

accounting principles.

2. Proprietary Funds
Proprietary funds operate similar to a business. These funds have exchange transactions where each

party receives and gives up essentially equal value for the essential activity for that fund. This fund

type uses the accrual basis of accounting. The District does not have any proprietary funds.

3. Fiduciary Funds
The District also serves as a trustee, or fiduciary, for student organizations called the pupil activity
fund, a retiree insurance fund used to provide for premiums the District has obligated itself related to
prior service of retired employees, and a private benefit trust fund for scholarships. The assets of

these organizations do not directly benefit the District. The District's responsibility is limited to ensuring

the assets reported in these funds are used only for their intended purposes. Fiduciary activities are

excluded from the District-wide financial statements because the District cannot use these assets to
finance its operations. These funds follow the accrual basis of accounting that is described above in

the District-wide Financial Statement section. There are two fiduciary financial statements, the

statement of net position and the statement of changes in net position (operating statement).

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to the full understanding of

the data provided in the District-wide and fund financial statements. The notes to the financial statements follow

the basic financial statements.

Required Supplementary Information

The required supplementary information and related notes contains information that is required to be reported

under generally accepted accounting principles. This information is not audited and although not part of the basic
financial statements is considered to be an essential part of financial reporting. The required supplementary
information and related notes follow the notes to the financial statements.

Supplementary Information

The supplementary information is provided for additional analysis and is not part of the basic financial statements.

It includes the combining fund statements which provide additional details for the non-major governmental funds.

This information follows the required supplementary information section.
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Management's Discussion and Analysis
For the Year Ended June 30, 2016

FINANCIAL HIGHLIGHTS

• The assets and deferred outflows of resources of the District exceeded the liabilities and deferred inflows at
the close of the fiscal year by $92.1 million (net position), an increase of $4.4 million over the prior year. Of
this amount, $88 million represents the net investment in capital assets and $7.5 million is restricted; $2.9
million for food service programs, $2.6 million for community service programs and $2.0 million for debt
service. This results in an unrestricted net deficit balance of $3.4 million. The unrestricted net deficit balance
occurred in 2016, because the state of Wisconsin Retirement System's (WRS) actuarial study performed with
a measurement date of December 31, 2015, determined a net pension liability; whereas in 2015, the study
with a measurement date of December 31, 2014, determined a net pension asset.

• Total capital assets increased by $6.4 million.

• Other liabilities increased by $5.5 million.

• Long-term obligations increased by $5.8 million.

• Accrued OPEB obligation decreased $1.7 million.

• In the governmental funds, total fund balance increased by $11.7 million. The net increase is comprised of
the General Fund experiencing an increase from operations of $2.3 million, a Capital Projects Fund increase
of $7.3 million and an increase in the other governmental funds of $2.1 million.

• At the end of the current fiscal year, unassigned fund balance for the General Fund was approximately $41.3
million dollars.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Governmental Activities

As noted earlier, the District-wide financial statements are the statement of net position and statement of activities.
These statements present an aggregate view of the Districts finances in a manner similar to private-sector
business. Both statements distinguish functions that are supported principally by property taxes and
intergovernmental revenues, called governmental activities.

Table 1, below, provides a summary of the Districts statement of net position for the year ended June 30, 2016
compared to 2015.



Management's Discussion and Analysis
For the Year Ended June 30, 2016

Table 1
Condensed Statement of Net Position

(in thousands of dollars)

Governmental
Activities $

2016 2015 Change Change
Assets
Current assets $ 115,680 $ 98,359 $ 17,321 17.6%
Net pension asset - 24,739 (24,739) -100.0%
Capital assets 176,244 169,778 6,466 3.8%
Total Assets 291,924 292,876 952 -78.6%

Deferred Outflows
Loss on advance

refunding 722 285 437 153.3%
Related to pension 87,147 22,067 65,080 100.0°/a

87,869 22,352 65,517 253.3%

Liabilities
Other liabilities 52,186 46,673 5,513 11.8%
Long-term obligations 108,268 102,468 5,800 5.7%
Accrued OPEB obligation 76,655 78,351 (1,696) -2.2%
Net pension liability 16,281 - 16,281 100.0%
Total Liabilities 253,390 227,492 25,898 115.3%

Deferred Inflows
Related to pension 34,264 - 34,264 100.0%

Net Position
Net investment in
capital assets 88,014 76,985 11,029 14.3%

Restricted 7,606 9,348 (1,742) -18.6%
Unrestricted (deficit) 3,481 1,403 (4,884 348.1
Total Net Position $ 92,139 $ 87,736 $ 4,403 343.8%

Note: maybe rounding differences

The largest portion of the District's net position is its net investment in capital assets (e. g. land, buildings, and
equipment); less related outstanding debt used to acquire those assets. These assets are used to provide
services to students and consequently are not available for future spending.

Restricted net position accounts for 20% of total net position. Restricted net position is a result of restrictions
imposed by external groups such as creditors, grantors or other governments or through enabling legislation. The

District's restricted net position consists of $2.9 million for food service programs, $2.6 million for community
service programs and $2.0 million for debt service. These restrictions have been imposed through legislation from
the state of Wisconsin. The remaining net position is called unrestricted net position which decreased $15.6 million
to a $4.9 million deficit from a $1.4 million net position in the previous year. The unrestricted net deficit balance
occurred in 2016, because the state of Wisconsin Retirement System's (WRS) actuarial study performed with a
measurement date of December 31, 2015, determined a net pension liability; whereas in 2015, the study with a
measurement date of December 31, 2014, determined a net pension asset.



Management's Discussion and Analysis
For the Year Ended June 30, 2016

Table 2 provides summarized operating results and their impact on net position for the year ended June 30, 2016
compared to 2015.

Table 2
Changes in Net Position from Operating Results

(in thousands of dollars)

Governmental
Activities $

2016 2015 Change Change
Revenues

Program Revenues

Charges for services $ 4,195 $ 4,008 $ 187 4.7%

Operating grants and

contributions 36,880 37,440 (560) -1.5%

General Revenues

Property taxes 89,548 89,509 39 0.0%

State and Federal Aids

Not restricted 157,784 155,661 2,123 1.4%

Interest and investment earnings 100 66 34 51.5%

Miscellaneous 1,399 1,536 (137) -8.9%

Total Revenues 289,906 288,220 1,686 0.6%

Expenses

Instruction 172,635 163,465 9,170 5.6%

Support services 102,438 101,041 1,397 1.4%

Interest and fiscal charges 5,849 5,706 143 2.5%

Community services 879 744 135 18.1

Non-program transactions 3,702 3,273 429 13.1

Total Expenses 285,503 274,229 11,274 4.1

Change in Net Position $ 4,403 $ 13,991 $ 9,588 -68.5%

Note: Maybe rounding differences.

The District relies primarily on property taxes (30.89%), state and federal aids that are not restricted (54.43%)and
operating grants and contributions (12.72%) to fund District activities. There were only minor variations between
years within the sources of revenue, with the exception of miscellaneous general revenues and interest and
investment earnings. Miscellaneous general revenues include donations and gifts to the District and those
sources may vary from year to year. Interest and investment earnings are earnings on all cash sources. In 2015-
16, the energy efficiency bond proceeds were spent down; however, a new bond for athletic facility upgrades was
issued and the bond proceeds were invested and collecting interest and dividends for an entire year.

Program revenues, in the form of charges for services and operating grants and contributions, decreased $.3
million for governmental activities reflecting a decrease in federal and state grants.

Overall, expenses increased 11.2 million or 4.01 %compared to the prior year with the main increase being in the
instruction function of $9.1 million.
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