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The discussion and analysis of Northwestern Michigan College's (the "College") financial statements provide an 
overview of the College's financial activities for the year ended June 30, 2021. Management has prepared the 
financial statements and the related footnote disclosures along with the discussion and analysis. Responsibility for 
the completeness and fairness of this information rests with the College’s administration.  

Using this Report  

The College's financial report includes three financial statements: the statement of net position, the statement of 
revenues, expenses, and changes in net position, and the statement of cash flows. These financial statements are 
prepared in accordance with Governmental Accounting Standards Board (GASB) Statement No. 35, Basic Financial 
Statements—and Management's Discussion and Analysis—for Public Colleges and Universities and the State of 
Michigan Manual for Uniform Financial Reporting – Michigan Public Community Colleges, 2001.  

Northwestern Michigan College Foundation (the “Foundation”) is included within these statements as a discretely 
presented component unit of the College's reporting entity (although it is legally separate and governed by its own 
board of directors) because its sole purpose is to provide support for the College under GASB Statement No. 61, 
The Financial Reporting Entity: Omnibus. 

This annual financial report includes the management's discussion and analysis, the report of independent auditors, 
the basic financial statements, notes to the financial 
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flexible learning options and delivered courses in a variety of ways including face-to-face for certain programs; 
online, livestream, and hybrid learning options have since been offered for most courses. 

On March 27, 2020, Congress enacted the Coronavirus Aid, Relief, and Economic Security Act (“CARES”), which 
includes formula-based federal support for Colleges and Universities through its Higher Education Emergency 
Relief Fund (“HEERF I”). The Department of Education allocated $2.2 million from HEERF I to the College. Half of 
these funds (“the student portion”) must be used to provide emergency grants to students in need while the other 
half (“the institutional portion”) may be used to offset institutional costs directly related to changes in the delivery of 
instruction resulting from the COVID-19 pandemic (or to provide additional emergency grants to students). The 
College utilized or distributed to students $1.7 million of HEERF I in fiscal year 2020, and the remaining $500,000 
in fiscal year 2021. 

On July 31, 2020, the State passed a retroactive 11% cut to its original 2020 community college appropriation bill 
in response to revenue shortfalls from the pandemic. This cut in state appropriations revenue was recognized in 
fiscal year 2020. However, in the same bill, the State replaced the $1.1 million cut in full with pass-through federal 
funding enacted under the CARES Act called the Coronavirus Relief Fund (CRF). The College incurred $900,000 
of CRF expenses in fiscal year 2020, and the remaining $200,000 in fiscal year 2021. However, the full $1.1 million 
in revenue wasn’t recognized until fiscal year 2021 due to the date of the legislation.  

On December 27, 2020, Congress enacted the Coronavirus Response and Relief Supplemental Appropriations Act 
(“CRRSAA”), which includes formula-based support for Colleges and Universities through a second round of 
HEERF funding (“HEERF II”). The Department of Education awarded $4.3 million from HEERF II to the 
College. $������ million of these funds (“the student portion”) must be used to provide emergency grants to 
students in need while the remaining $������ million (“the institutional portion”) must be used to offset institutional 
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Statem ents of Ne t Position 

The primary changes in the assets, deferred outflows, liabilities, and deferred inflows of the College between 
2021 and 2020 are as follows:  

�x Current assets increased $1 million, including a $1.5 million decrease in receivables and a $2.1 million
increase in cash. The decrease in receivables is due to the fulfillment of a $3.8 million receivable for State
capital appropriations from 2020. This was offset by a $1.1 million increase in State appropriations
receivable impacted by an 11% cut made to the 2020 community college appropriation bill in response to
revenue shortfalls from the COVID-19 pandemic. The College’s increase in cash is due to timing and the
receipt of COVID-19 related funding.

�x Capital asset additions totaled $2.7 million, $831,000 of which relates to the construction of the West Hall
Innovation Center (“WHIC”), $479,000 for new energy-efficient windows in East Hall, and $446,000 for
technology upgrades to the campus Wi-Fi and firewall systems. These additions were offset by current year
depreciation of $4.7 million and net disposals of $90,000. As a result, net capital assets decreased by $2.1
million. Other noncurrent assets increased $3.7 primarily due to investing surplus cash during the year.

�x Current liabilities increased $1.5 million primarily due to the College deferring federal ARPA revenue at the
end of the fiscal year of $3.4 million. This is offset by the reduction of $1.7 million in payables as a result of
large construction-related payables in the prior year that were satisfied in fiscal year 2021.

�x The College’s net pension liability decreased $1.1 million due to changes in actuarial assumptions and a
slight decline in the College’s proportionate share. The College’s net OPEB liability decreased $3.7 million

2021
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due to a 0.50% decrease in the health care cost trends rate. Other noncurrent liabilities decreased due to 
current year payments on outstanding bond debt. 

�x Deferred inflows is the acquisition of net position that applies to future reporting periods. Deferred outflows
is the consumption of net position that applies to future reporting periods. The College’s deferred inflows
and outflows, and changes therein, stem primarily from the MPSERS plan and include changes in actuarial
assumptions, differences between expected and actual experience, changes in the proportionate share of
the pension and OPEB liabilities, and contributions to the plan subsequent to the measurement date.

The primary changes in the assets, deferred outflows, liabilities, and deferred inflows of the College between 
2020 and 2019 are as follows:  

�x Current assets increased $10.6 million, including a $5.5 million increase in receivables and a $5.2 million
increase in cash. The increase in receivables is due to the recognition of a new $3.8 million receivable for
State capital appropriations and a $1.3 million increase in receivables from the Foundation due to increased
support. The College’s increase in cash is due to timing and lack of opportunity in the investment market.

�x Capital asset additions totaled $14.7 million, $13.0 million of which relates to the construction of the WHIC.
These additions were offset by current year depreciation of $4.4 million and net disposals of $91,000. As a
result, net capital assets increased by $10.3 million. Other noncurrent assets decreased $13.3 due to
spending $8.9 million of restricted cash on WHICH and transferring (net) $4.4 million of unrestricted
investments to cash during the year.

�x Current liabilities decreased $1.9 million due to the College paying off its remaining $2.9 million in
obligations for its 2009 and 2015 bonds during the fiscal year. The payoffs were offset by an increase in
accounts payable ($715,000) related to increased retainage on the WHIC project completed shortly after
year-end along with a $195,000 increase in the College’s health insurance liability due to increased claims
lag from the College’s insurance providers.

�x The College’s net pension liability increased $3.3 million due primarily to a 0.25% decrease in the actuarial
discount rate applied to the calculation, highlighting the sensitivity and impact of these assumptions on the
net pension liability calculation. The College’s net OPEB liability decreased $2.0 million due to current year
payments and no significant changes in actuarial assumptions. Other noncurrent liabilities decreased due
to current year payments on outstanding debt.

�x Deferred inflows is the acquisition of net position that applies to future reporting periods. Deferred outflows
is the consumption of net position that applies to future reporting periods. The College’s deferred inflows
and outflows, and changes therein, stem primarily from the MPSERS plan and include changes in actuarial
assumptions, differences between expected and actual experience, changes in the proportionate share of
the pension and OPEB liabilities, and contributions to the plan subsequent to the measurement date.

Net Position  

The following chart provides a graphic breakdown of net position by category as of June 30, 2021, 2020, and 2019: 
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The College’s net position was $21.6 million as of June 30, 2021, an increase of $1.0 million from prior year. Net 
position increased by $1.9 million in fiscal year 2021 before the effects of GASB 68 and 75. The College’s net 
position was $20.6 million as of June 30, 2020, an increase of $8.2 million from prior year. Net position increased 
by $11.1 million in fiscal year 2020 before the effects of GASB 68 and 75.  

Statem ents of Re venues, Expenses and Changes in Net Position  

Following is a comparison of the major components of the College’s operating results for the years ended June 30, 
2021, 2020, and 2019: 

2021 2020 2019

Total operating revenues 22,758$          25,837$          29,987$          
Total operating expenses 57,592 60,764 61,388 

Operating loss (34,834)          (34,927)          (31,401)          

Net nonoperating revenues and
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Total Reven ues 

Total revenues decreased $10.3 million in fiscal year 2021 due primarily to the College recognizing $7.2 million in 
State capital appropriations in fiscal year 2020 vs. an $900,000 reduction in revenue in fiscal year 2021 due to the 
building project finishing under budget. Additionally, tuition and fees decreased $770,000 due to a 9.4% decrease 
in billable contact hours ($1.6 million decrease) and the College freezing its tuition rates for fiscal year 2021. 
Additionally, the College lost a substantial amount of revenue due to closures 
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Genera l Fun d Revenues 

The College accounts for its primary operations and programs within the General Fund. The primary General Fund 
revenue sources are tuition and fees, state appropriations, property taxes, and Federal grants. The following graphs 
illustrate total General Fund revenues by source, by dollars and percentages, for the years ended June 30, 2021, 
2020, and 2019:  
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Operating Revenu es 

The College classifies as operating revenues any sales or receipts derived from primary operations of the College 
such as tuition, fees, housing, and other auxiliary operations. In addition, certain Federal, State, and private grants 
are considered operating if they are not for capital purposes and are deemed a contract for services. The following 
table shows the sources of operating revenues for the years ended June 30, 2021, 2020, and 2019: 

Changes in operating revenues for fiscal year 2021 were as follows: 

�x Tuition and fees decreased $770,000 due to lost revenue related to limited offerings for the College's non-
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MPSERS UAAL pass-through funding decreased by $83,000, or 4%. The College received additional 
support from the State of $458,000, an increase of $169,000 to help offset mandatory increases in employer 
contribution rates. The State’s payments in lieu of property taxes of $199,000 decreased by $14,000 from 
prior year. Lastly, the College posted an adjustment to State appropriations at June 30, 2020 of $83,000 to 
recognize deferred inflows for UAAL contributions made subsequent to the measurement date. This 
adjustment is reported in the pension liability fund.  

�x Through the CARES Act, the College was allocated HEERF grants of $2.2 million and spent $1.7 million
as of June 30, 2020.

�x Property tax revenue increased by $478,000 or 2.6%. 



Northwestern Michigan College 

Management’s Discussion and Analysis 
June 30, 2021 

13



Northwestern Michigan College 

Management’s Discussion and Analysis 
June 30, 2021 





Northwestern Michigan College 

Management’s Discussion and Analysis 
June 30, 2021 

16

as to whether remote learning environments will attract or deter students. 

Additionally, regional, state, and national data all indicate declining trends in birth rates and numbers of high school 
graduates. The College combats these trends through its strategic plan, which addresses the decline in student 
enrollment by investing in select programs that will attract students from outside the region. The plan provides a 
diverse learning experience for regional students, which may lead to increases in the College’s market share. The 
College has also responded to increased uncertainty by investing in new innovative facilities, continuing to build 
reserves, and expanding global opportunities for students.   

In order to help address the above concerns, the College began a comprehensive strategic planning process in 
spring 2021. The purpose of this process is to develop objectives and goals for a new institutional strategic plan, 
identify key targets and assessment measures, and implement and monitor a new strategic plan for the College for 
fiscal years 2022 through 2025.   

The College will receive a 1.0% increase in state appropriations for general operations during fiscal year 2022 
based on the baseline appropriations for fiscal year 2021. The College’s fiscal year 2022 budget also includes 
increased property tax revenue of 5.0% for expected increases in taxable values. For tuition, the College charges 
rates based on the primary residence of the student, including categories for in-district, in-state, out of state, or 
international. Further, the College uses a tiered structure to accommodate higher-cost programs such as its 
maritime, culinary, automotive, audio-technology, and nursing programs. In response to our students’ economic 
challenges faced during the pandemic, The Board of Trustees approved a 3.0% increase for fiscal year 2022. The 
College’s Fall 2022 contact hours increased 0.6% against a budgeted 3.8% decrease. 

The College has separate labor agreements with its maintenance, custodial, and grounds employees, its faculty, 
and its academic chairs. The maintenance, custodial,opwa2.6 (,1d 0.)]TJ
-0.00if
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