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Independent Auditors’ Report

Board of Education
Arickaree School District R-2
Anton, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Arickaree School District R-2 (the District), as of and for the year ended June 30, 2013, and the
related notes fto the financial statements, which collectively comprise the District’s hbasic
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

Qur 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. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures fo 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 malking those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimaies 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, the business-type
activities, each major fund, and the aggregate remaining fund information of the District as of
June 30, 2013, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Reguired Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements, The other supplementary
infermation listed in the table of contents is presented for purposes of additional analysis and
is not a required part of the basic financial statements. ‘

The other supplementary information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or te 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 other supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

Lauen, Szabe & Asaciates, P.(.

Sterling, Colorado
November 15, 2013



Management Discussion and Analysis

This discussion and analysis of Arickaree School District R-2’s financial performance provides
an overall review of the District’s financial activities for the fiscal year ended June 30, 2013,
The intent of this discussion and analysis is to look at the District’s financial performance as a
whole; readers should review the information presented here in conjunction with the notes to the
basic financial statements and the financial statements to enhance their understanding of the
District’s performance.

Finaneial Highlights — Financial Statements as of June 30, 2013

= The assets of the District exceed its liabilities at the close of June 30, 2013 by $2,660,332
(net position} as reported in the government-wide financial statements.

* The District’s government-wide total net position decreased by $233,448 over the prior
fiscal year.

* Program revenues of $125,020 offset expenses from governmental activities of
$1,796,372. General revenues amounted to $1,411,398.

= Business-type activities (IFood Service Fund) assets exceeded liabilities at the close of
June 30, 2011 by $27,022.

* At the close of June 30, 2013, the District reported $1,425,549 combined fund balances
for the Governmental Funds, a decrease of $291,017. Expenses exceeded revenues by
$259,032 before transfers. An additional $35,000 was transferred to the Food Service
Fund for operations.

Overview of the Financial Statements

Management’s Discussion and Analysis is intended to serve as an introduction to the District’s
basic financial statements. The basic financial statements comprise of three components: 1)
government-wide financial statements, 2) fund financial statements and 3} notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements are designed
to provide readers with a broad overview of the District’s finances, in a manner similar to a
private-sector business.

The statement of net position presents information about all of the District’s assets and liabilities,
with the difference between the two reported as net position. Over time, changes 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 most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Both of the government-wide financial statements distinguish functions of Arickaree School
District R-2 that are principally supported by taxes from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of Arickaree School District R-2 include instruction and
support services for the District. The business-type activities of Arickaree School District R-2
comprise of Food Services.

The government-wide financial statements can be found on pages 12-15 of this report.

Fund financial statements. A fund i1s a grouping of related accounts that 1s used to maintain
control over resources that have been segregated for specific activitics or objectives. The
District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements, All of the funds of the District can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term financial resources and fund balances. Such information may be useful in evaluating the
District’s near-term financing requirements. The annual budget is provided on the basis of the
governmental fund financial statements,

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-
term impact of the District’s near-term fmancing decisions. Both the governmental fund balance
sheet and the governmental fund statements of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

Arickaree School District R-2 maintains three individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General Fund, Capital
Reserve FFund and Pupil Activity Fund, because these three funds are considered to be major
funds.

Arickaree School District R-2 adopts an annual appropriated budget for all funds. A budgetary
comparison statement has been provided for General, Capital Reserve, and Student Activity
Funds to demonstrate compliance with this budget.



Proprietary funds. Arickaree School District R-2 maintains a proprictary/enterprise fund for
Food Service. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. Arickarce School District R-2 uses an
enterprise fund to account for its food services.

Proprietary funds provide the dame type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the Food Services Fund, which is considered a major fund of Arickaree School
District R-2,

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the District Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support Arickaree School District R-2’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

Notes to the financial statements. 'The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.

Other information. The combining statements referred to earlier in connection with non-major
governmental funds and enterprise funds are presented after the notes to the financial statements.
A budget comparison is provided for each non-major fund and enterprise fund.

Government-wide Financial Analysis

The assets of the District are classified as current assets and capital assets. Cash, investments,
receivables, inventories and other assets are current assets. These assets are available to provide
resources for the near-term operations of the District. A good portion of the current assets result
from the property tax collection process; the District receives about 97% of the annual property
tax assessment between January and June,

Capital Assets are used in the operations of the District. These assets are land, improvements,
buildings equipment, and vehicles. Capital assets are discussed in greater detail in the section
titled Capital Assets and Debt Administration, elsewhere in this analysis.

Current and long-term liabilities are classified based on anticipated liquidation either in the near-
term of in the future. Current liabilities include accounts payable, accrued salaries, and benefits
and unearned revenues. The liquidation of current liabilities is anticipated to be either from
currently available resources, current assets or new resources that become available during the
ensuing fiscal year.

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. The District’s assets exceeded liabilities by $2,660,332 at the close of the
most recent fiscal year.



Comparative Summary of Net Position

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012
Current assets $1,557,952 $ 1,859,195 $ 7,549 § (1,616) $ 1,565,501 §$ 1,857,579
Capital assets 1,225,024 1,189,162 19,473 3,607  1,244497 1,192,769
Total assets 2,782,976 3,048,357 27,022 1,991 2,809,998 3,050,348
Long term liabilities 21,652 18,922 - - 21,652 18,922
Other liabilities 128,014 136,171 - 1.475 128.014 137,646
Total liabilities 149,660 155,093 - 1,475 149,666 156,568
Net investment in capital assets 1,225,024 1,189,162 19,473 3,607 1,244,497 1,192,769
Restricted 47,000 99,869 - - 47.000 99,869
Unrestricted 1,361,286 1.604.233 7.549 (3.091) 1,368.835 1,601,142
ition 1 2.893.26 27,022 516 2 $2.893

The District’s reported assets consist of current assets of $1,565,501 and capital assets of
$1,244,497. The ratio of Current Assets to Current Liabilities of 13.50 to 1 indicates the
District’s ability to meet current obligations.

Comparative Schedule of Changes in Net Position

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012
Program revenues
Charges for services $ 5725 % 3,547 § 35537 § 33570 % 41262 § 37,117
Operating grants 119,205 113,750 35,474 32,579 154,769 146,329
General revenues
Taxes 584,103 557,520 - - 584,103 557,520
State equalization 691,543 700,679 - - 691,543 700,679
Unrestricted grants - - - - - -
Other 187,609 140,239 - - 187,609 140,239
Transfers (51.857) {30.000) 51.857 30.000 - -
Total revenues 1,536,418 1,485,735 122,868 96,149  1,659286 1,581,884
Expenses
Instruction 964,502 855,525 - - 964,502 855,525
Supporting services 793,766 739,566 - - 793,766 739,566
Other 38,104 38,558 96,362 106,163 134466 144,721
Total expenses 1,796,372 1,633.649 96,362 106,163  1,892.734 1,739.812




Governmental activities. Governmental activities decreased the Distriet’s net position in 2013
and 2012 by $259,954 and $147,914, respectively.

Business-type activities. Business-type activities increased (decreased) the District’s net
position in 2013 and 2012 by $26,506 and $(10,014), respectively.

Financial Analysis of the Government’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the District’s governmental funds is to provide information
on near-term, inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the District’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of the District’s net resources available for spending at the end of the
fiscal year.

As of the end of the current fiscal year, the District’s governmental funds reported a combined
ending fund balance of $1,425,549, a decrease of $291,017.

» Expenditures and transfers out exceeded revenues in the General Fund by $239,963,
decreasing fund balance to $1,326,115.

»  The Food Service Fund operating loss was $60,825 before non-operating revenues of
$35,474, capital contributions of $16,857 and a transfer from the General Fund of
$35,000, resulting in net profit for the fund of $26,506.

General Fund Budgetary Highlights

The District 18 required to adopt a budget by June 30 for the following fiscal year. The Board of
Education will submit a copy of the budget to CDE by January 31.

Capital Asset and Debit Administration

Capital assets. The District’s investment in capital assets for governmental and business type
activities as of June 30, 2013 amounts to $1,244,497 (net of accumulated depreciation). This
investment in capital assets included land, buildings, service vehicles, buses and playground,
office and instructional equipment.



Comparative Schedule of Capital Assets

Governmental Business-type
Activities Activities Total

2013 2012 2013 2012 2013 2012
Land and sites § 29,645 8 29645 8 - % - § 29645 8 29,645
Construction in progress 33,830 - - - 33,830 -
Buildings and improvements 1,975,084 1,952,144 - - 1,975,084 1,952,144
Transportation equipment 387,524 384,835 - - 387,524 384,835
Other equipment 67,005 60,6035 56.181 39,324 123.186 99,929
Subtotal 2,493 088 2,427,229 56,181 39,324 2549269 2.466,553

Less accumulated depreciation (1.268.064) (1,238,067) (36,708) (35717 (1,304,772)(1,273,784)

Tofal capital assets $1,225024 $ 1,189,162 § 19473 § 3,607 $1,244.497 $1.192,765

Additional information on the School District’s capital assets can be found in Note E to the basic
financial statements.

Long-Term Debt
At year end, the School District’s long-term debt consisted of accrued compensated absences
totaling $21,652. Additional information on the District’s long-term debt can be found in Note
G to the basic financial statements.
Economic Factors and Next Year’s Budget

= Facility: building, parking lot, and water issues, could impact budget.

= Fuel and utility costs could make a potential impact on budget plans.

*  Busreplacements are necessary.

*  Enrollment looks to hold steady with the possibility of decreasing.

Minimal increase in funding from state.

®  Repairing campus housing units.

Technology improvements to increase learning are ongoing,



Requests for Information

This financial report is designed to provide a general overview of Arickaree School District R-
2’s finances for all those with an interest in the District’s Finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed 10 the Director of Finance, 12155 County Road NN, Anton, Colorado 80801-9601.
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Basic Financial Statements

The basic financial statements of the District include the following:

Government-wide financial statements. The government-wide statements display
information about the reporting government as a whole, except for its fiduciary
activities.

Fund financial statements. The fund financial statements display information about
major funds individually and nonmajor funds in the aggregate for governmental and
enterprise funds.

Notes to the financial statements. The notes communicate information essential for fair

presentation of the financial statements that is not displayed on the face of the financial
statements. As such, the notes are an integral part of the basic financial statements.

“11-



ARICKAREE SCHOOL DISTRICT R-2
Statement of Net Position

June 30, 2013

Assets

Cash

Cash with fiscal agent
Certificates of deposit
Investments

Interfund balances
Receivables

Due from fiduciary fund
Inventory

Capital assets, net of depreciation

Total assets

Liabilities
Accounts payable

Accrued salaries and benefits

Noncurrent liabilities

Due in more than one year

Total liabilities

Net position

Net investment in capital assets

Restricted for emergencies
Unrestricted

Total net position

Total liabilities and net position

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

_12-

Governmental Business-type
Activities Activities Total

3 459,318 $ 459,318
4,557 4,557
62,419 62,419
991,303 991,303

3,578 3 (3,578) -
35,435 8,020 43,455
1,342 1,342
3,107 3,107
1,225,024 19,473 1,244,497
$ 2,782,976 $ 27,022 $ 2,809,998
$ 35,567 3 35,567
92,447 92,447
21,652 21,652
149,666 3 - 149,666
1,225,024 19,473 1,244,497
47,000 47,000
1,361,286 7,549 1,368,835
2,633,310 27,022 2,660,332
$ 2,782,976 $ 27,022 $ 2,809,998
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ARICEKAREE SCHOOL DISTRICT R-2
Statement of Aetivities
For the Year Ended June 30, 2013

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions  Contributions
Governmental activities
Instruction $ 964,502 $ 5,725 5 74,882
Supporting services
Students 24,660
Instructional staff 24,786
General administration 207,058 1,608
School administration 65,954
Business services 33,827
Operations and maintenance 221,331
Student transportation 172,427 42,805
Central support services 43,723
Unallocated depreciation * 38,104
Total governmental activities 1,796,372 5,725 119,295 B -
Business-type activities
Nutrition services 96,362 35,537 35,474
Total school district $ 1,892,734 § 41,262 3 154,769 & -

General revenues

Taxes
Property taxes, levied for general purposes
Specific ownership taxes
Delinquent taxes and interest

Statc categorical aid

EBarnings on investments

Cther

Sale of agscts

Transfers

Total general revenues
Change in net position
Net position at beginning of vear
Net position at end of year

* This amount excludes depreciation that is
included in the direct expenses of the various
programs.

The accompanying notes are an integral part of these finaneial statements.

~14-



Net (Expenses) Revenues and
Changes in Net Position

Governmental Business-type
Activities Activities Total
$ (883,895) $ (883,899)
(24,660) (24,660
(24,786) (24,786)
(205,450) (205,450}
(65,954) (65,954)
(33,827) (33,827)
(221,331) (221,331)
(129,622) (129,622)
(43,723) (43,723)
(38,104) (38,104)
(1,671,352) % - (1,671,352)
(25,351) (25,351)
(1,671,352) (25,351) (1,696,703)
513,055 513,055
70,037 70,037
1,011 1,011
691,543 691,543
2,829 2,829
183,165 183,165
1,615 1,615
(51,857) 51,857 .
1,411,398 51,857 1,463,255
(259,954) 26,506 (233,448)
2,893,264 516 2,893,780
$ 2,633,310 & 27,022  $ 2,660,332




ARICKAREE SCHOOL DISTRICT R-2
Balance Sheet

Governmental Funds

June 30, 2013

Total
General Pupil Governmental
Fund Activity Fund Furids
Assets
Cash $ 359,289 3 100,029 $ 459,318
Cash with fiscal agent 4,557 4,557
Certificates of deposit 62,419 62,419
Investments 991,303 991,303
Property taxes receivable 24,564 24,564
Due from other funds 5,515 5,515
Grant receivables 7,336 7,336
Other receivables 3,535 3,535
Total assets $ 1,458,518 B 100,029 $ 1,558,547
Liabilities and fund balance
Liabilities
Accounts payable $ 35,567 P 35,567
Due to other funds $ 595 595
Accrued salaries and benefits 92,447 G2,447
Deferred revenue 4,389 4,389
Total liabilities 132,403 595 132,998
Fund balance .
Restricted for emergencies 47,000 47,000
Committed to pupil activities 99,434 99,434
Assigned to capital projects 9,478 9,478
Assigned to risk-related
activities 31,903 31,903
Unassigned 1,237,734 1,237,734
Total fund balance 1,326,115 99,434 1,425,549
Total Habilities and fund balance $ 1,458,518 $ 100,029 $ 1,558,547

The accompanying notes are an integral part of these financial statements.
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ARICKAREE SCHOOL DISTRICT R-2

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position

June 30, 2013

Amounts reported for governmental activities in the statement
of net position are different because:

Total fund balance - governmental funds
Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in

governmental funds.

Other long-term assets are not available to pay for current period
expenditures and therefore are deferred in the funds.

Long-term liabilities, including compensated absences, are not
due and payable in the current period and therefore are not reported
as liabilities in the funds,

Net position of the governmental activities

The accompanying notes are an integral part of these {inancial statements.
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$ 1,425,549
1,225,024
4,389
(21,652)

$ 2,633,310



ARICKAREE SCHOOL DISTRICT R-2

Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Funds

For the Year Ended June 30, 2013

Revenues
Local sources
Intermediate sources
State sources
Federal sources

Total revenues
Expenditures
Instruction
Supporting services

Capital outlay

Total expenditures

Excess of revenues under

expenditures

Other financing sources (uses)

Sale of fixed assets
Transfers out

Total other financing
sources (uses)

Excess of revenues under
expenditures and other
financing sources {uses}

Fund balance at beginning of year

Fund balance at end of year

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

Total
General Capital Pupil Governmental
Fund Reserve Fund Activity Fund Funds
b 662,116 $ 9,800 F 105,842 $ 777,758
133 133
770,311 770,311
40,527 40,527
1,473,087 9,800 105,842 1,588,729
846,295 106,027 052,322
831,755 831,755
63,684 63,684
1,678,050 63,684 106,027 1,847,761
(204,963) (53,884) (185) (259,032)
3,015 3,015
{35,000) {35,000)
(35,000) 3,015 - (31,985)
(239,963) (50,869) (185) (291,017)
1,566,078 50,869 99,619 1,716,566
¥ 1,326,115 $ - $ 99,434 $ 1,425,549

-18-



ARICKAREE SCHOOL DISTRICT R-2

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2013

Amounts reported for governmental activities in the statement
of activities are different because:

Net change in fund balances - governmental funds $

Capital cutlays to purchase or build capital assets are reported in
governmental funds as expenditures. However, for governmental
activities, those costs are shown in the statement of net position
and allocated over their estimated useful lives as annual
depreciation expense in the statement of activities. This is the
amount by which capital outlays exceeded depreciation in the
current period.

Becausec some property taxes will not be collected for several months
after the fiscal year ends, they are not considered as "available”
revenues in the governmental funds and are, instead, counted as
deferred tax revenues. They are, however, recorded as revenues
in the statement of activities.

In the statement of activities, certain expenses are measured by
the amounts incurred during the year. In the governmental funds,
however, expenditures for these items are measured by the amount of
financial resources used (essentially, the amounts actually paid).

In the statement of activities, no gain (loss) on the sale of land and
buildings is reported, whereas in the governmental funds, the
proceeds from the sale increase {decrease) financial resources.
Thus, the change in net position differs from the change in fund
balance by the cost of capital assets sold.

Change in net position of governmental activities $

The accompanying notes are an integral part of these inancial statements.
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(291,017)

37,262

(2,069)

(2,730)

(1,400)

(259,954)



ARICKAREE SCHOOL DISTRICT R-2
Statement of Net Position

Proprietary Funds

June 30, 2013

Business-type

Assets
Current assets
Grant receivables i
Other receivables
Inventory
Total current assets

Capital assets
Machinery and equipment
Accumulated depreciation

Total capital assets

Total assets $

Liabilities and net position
Current liabilities
Due to other funds b
Total current liabilities
Net position
Net investment in capital assets
Unrestricted

Total net position

Total liabilities and net position $

The accompanying notes are an integral part of these financial statements.
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Activitics

Food

Service

Fund

3,392
4,628
3,107

11,127

56,181

(36,708)

19,473

30,600

3,578
3,578
19,473
7,549
27,022

30,600



ARICKAREE SCHOOL DISTRICT R-2

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds

For the Year Ended June 30, 2013

Business-type

Activities
Food
Service
Fund
Operating revenues
Charges for services $ 35,537
Operating expenses
Salaries 28,414
Employee benefits 6,326
Purchased services 373
Supplies and materials 60,258
Depreciation 991
Total operating expenses 96,362
Operating loss (60,825}
Nonoperating revenues
Federal and state aid 35,474
Total nonoperating revenues 35,474
Loss hefore transfers and
capital contributions (25,351}
Transfers in 35,000
Capital contributions 16,857
Change in net position 26,506
Net position at beginning of year 516
Net position at end of year F 27,022

The accompanying notes are an integral part of these (inancial statements.
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ARICKAREE SCHOOL DISTRICT R-2
Statement of Cash Flows

Proprietary Funds

For the Year Ended June 30, 2013

Cash flows from operating activities
Receipts from customers
Internal activity
Payments to suppliers
Payments to employees
Net cash used by operating activities
Cash flows from noncapital financing activities
Federal and state aid
Transfers in
Net cash provided by noncapital financing activities
Net change in cash

Cash at beginning of year

Cash at end of year

Reconciliation of operating loss to net cash used by operating activities

Operating loss

Adjustments to reconcile operating loss to net cash used by

operating activities
Depreciation
Commodities ‘
Changes in assets and liabilities
Other receivables
Inventory
Accounts payable
Due to other funds

Net cash used by operating activities

Noncash capital financing activities

Capital assets acquired through contribution from the General Fund

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

YR

Business-type
Activities

Food
Service
Fund

$ 33,875
(6,005)
(56,540}

(34,740)

(63,410)
28,410
35,000

63,410

$  (60,825)

991
3,687

(1,662)

1,879
(1,475)
(6,005)

5 (63410

$ 16,857



ARICKAREE SCHOOL DISTRICT R-2
Statement of Fiduciary Net Position
Fiduciary Funds

June 30, 2013

Private
Purpose
Trust Fund
Assets
Certificates of deposit $ 5,000
Other receivables 1,475
Total assets B 6,475
Liabilities
Due to other funds $ 1,342
Total liabilities 1,342
Net position
Held in trust for scholarships 5,133
Total liabilities and net position ¥ 6,475

The accompanying notes are an integral part of these financial statements.
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ARICKAREE SCHOOL DISTRICT R-2
Statement of Changes in Fiduciary Net Position
Fiduciary Funds

For the Year Ended June 30, 2013

Private
Purpose
Trust Fund
Additions
Contributions and earnings $ 456
Total additions 456
Deductions
Scholarship awards 462
Total deductions 462
Net decrease in net position (&)]
Net position at beginning of year 5,139
Net position at end of year B 5,133

The accompanying notes are an integral part of these financial statements.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A - Summary of significant accounting policies

This summary of the Arickaree School District R-2’s significant accounting policies is
presented to assist the reader in interpreting the financial statements and other data in
this report. The policies are considered essential and should be read in conjunction with
the accompanying financial statements.

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to local government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial principles. The meore
significant of the District’s accounting policies are described below.

A.1 - Reporting entity

The Arickaree School District R-2 is a school district governed by an elected five-member
board of education. The financial reporting entity consists of (1) the primary government,
{2) organizations for which the primary government is financially accountable, and (3) other
organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity’s financial statements
to be misleading or incomplete. The reporting entity’s financial statements should present
the funds of the primary government (including its blended component units, which are, in
substance, part of the primary government) and provide an overview of the discretely
presented component units.

The District has examined other entities that could be included as defined in number 2 and
3 above. Based on these criteria, the District has no component units.

A.2 - Fund accounting

The District uses funds to report its financial position and results of operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management
by segregating transactions related to certain government functions or activities. A fund is

a separate accounting entity with a self-balancing set of accounts.

Funds are classified into three categories: governmental, proprietary and fiduciary. Each
category, in turn, is divided into separate “fund types.”
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

Governmental funds are used to account for all or most of a government’s general activities,
including the collection and disbursement of earmarked funds {special revenue funds), and
the servicing of general long-term debt {debt service fund). The following are the District’s
major governmental funds:

General Fund — The General Fund is the operating fund of the District. 1t is used to
account for all financial resources except those required to be accounted for in another
fund. Major revenue sources include local property taxes, specific ownership taxes, and
State of Colorado equalization funding, as determined by the School Finance Act of 1994,
as amended.

Expenditures include all costs associated with the daily operation of the schools, except for
certain capital outlay expenditures, debt service, food service operations and pupil
activities.

Capital Reserve Fund - This fund is a special revenue fund used to account for
expenditures that are limited by statute to the acquisition of land, construction of new
facilities, alterations and improvements to existing structures where the estimated total
cost of labor and materials is in excess of $2,500 or acquisition of school buses or other
equipment where the estimated unit cost is in excess of $1,000. The fund was closed out in
the current year as all remaining fund balance was expended.

Pupil Activity Agency Fund - This fund is special revenue fund used to record transactions
related to school-sponsored pupil organizations and activities.

Proprietary funds focus on the determination of the changes in net position, financial
position and cash flows and are classified as either enterprise or internal service.
Enterprise funds may be used to account for any activity for which a fee is charged to
external users for goods or services. The following is the District’s major proprietary fund:

Food Service Fund - This fund is an enterprise fund used to account for the financial
activities associated with the District’s food service operations.

Fiduciary Funds focus on net position and changes in net position. The fiduciary fund
category is split into four classifications: pension trust funds, investment trust funds,
private-purpose trust funds and agency funds. Trust funds are used to account for assets
held by the District under a trust agreement for individuals, private organizations or other
governments and are therefore not available to support the District’s own programs.
Agency funds are custodial in nature (assets equal liabilities) and do not involve the
measurement of results of operations. The District has the following fiduciary fund:

Scholarghip Trust Fund — This fund is a private-purpose trust fund used to account for
resources held by the District in a fiduciary capacity for scholarships to be distributed to
area students for post-secondary education.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)
Note A.3 - Basis of presentation

Government-wide financial statements — The statement of net position and the statement of
activities display information about the District as a whole. These statements include the
financial activities of the primary government except for fiduciary funds. The statements
distinguish between those activities of the District that are governmental and those that are
considered business-type activities,

The government-wide statements are prepared using the econemic resources measurement
focus and the accrual basis of accounting. This is the same approach used in the
preparation of the proprietary fund financial statements but differs from the manner in
which governmental fund financial statements are prepared. Governmental fund financial
statements therefore include reconciliations with a brief explanation to better identify the
relationship between the government-wide statements and the statements for governmental
funds.

The government-wide statement of activities presents a comparison between direct
expenses and program revenues for each segment of the business-type activities of the
District and for each function or program of the District’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department
and therefore are clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program and grants
and contributions that are restricted to meeting the operational or capital requirements of a
particular program, Revenues, which are not classified as program revenues, are presented
as general revenues of the District, with certain limited exceptions. The comparison of
direct expenses with program revenues identifies the extent to which each business
segment or governmental function is self-financing or draws from the general revenues of
the District.

Fund financial statements — Fund financial statements report detailed information about
the District. The focus of governmental and enterprise fund financial statements is on
major funds rather than reporting funds by type. Each major fund is presented in a
separate column. Nonmajor funds are aggregated and presented in a single column.
Fiduciary funds are reperted by fund type.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a flow of current
financial resources management focus. The financial statements for governmental funds
are a balance sheet, which generally includes only current assets and current liahbilities,
and a statement of revenues, expenditures and changes in fund balance, which reports the
sources (revenues and other financing scurces) and uses {expenditures and other financing
uses) of current financial resources.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

All proprietary fund types are accounted for on a flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the
operations of these funds are included on the statement of net position. The statement of
revenues, expenses and changes in fund net position presents increases (revenues) and
decreases (expenses) in net total position. The statement of cash flows provides
information about how the District finances and meets the cash flow needs of its
proprietary activities.

Fiduciary funds focus on net position and changes in net position and are reported using
accounting principles similar to proprietary funds. The District’s fiduciary funds are
presented in the fiduciary fund financial statements by type. Since by definition these
assets are being held for the benefit of a third party and cannot be used to address the
activities or obligations of the District, these funds are not incorperated into the
government-wide financial statements.

A.4 - Basis of accounting

Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Government-wide financial staterments are prepared
using the accrual basis of accounting. Governmental funds use the modified accrual basis
of accounting. Proprietary and fiduciary funds also use the accrual basis of accounting,

Revenues — exchange and non-exchange transactions - Revenues resulting from exchange
transactions, in which each party gives and receives essentially equal value, are recorded
on the accrual basis when the exchange takes place. On a modified accrual hasis,
revenues are recorded in the fiscal year in which the resources are measurable and become
available. Available means that the resources will be collected within the current fiscal year
or are expected to be collected scon enough thereafter to be used to pay liabilities of the
current fiscal year. For the District, available means expected to be received within sixty
days of fiscal year-end.

Nonexchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, grants, entitlements and donations. On an accrual
basis, revenues from property taxes are recognized in the fiscal year for which the taxes are
levied. State equalization monies are recognized as revenues during the peried in which
they are appropriated. Revenues from grants, entitlements and donations are recognized in
the fiscal year in which all eligibility requirements have heen satisfied. FEligibility
requirements include timing requirements, which specify the year when the resources are
required to be used or the fiscal year when use is first permitted, matching requirements,
in which the District must provide local resources to be used for a specified purpose, and
expenditure requirements, in which the resources are provided to the District on a
reimbursement basis. On a modified accrual basis, revenue from nonexchange
transactions must also be available before it can be recognized.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A - Summary of significant accounting policies {Continued)

Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at fiscal year-end: property taxes collected within sixty days after
year-end, interest, tuition, grants and student fees.

Deferred revenue - Deferred revenues arise when potential revenue does not meet both the
“measurable” and “available” criteria for recognition in the current period. Deferred
revenues also arise when resources are received by the District before it has a legal claim to
thern, as when grant monies are received prior to meeting eligibility requirements. In
subsequent periods, when both revenue recognition criteria are met, or when the District
has a legal claim to the resources, the liability for deferred revenue is removed and the
revenue is recognized.

Expenses/expenditures — On the accrual basis of accounting, expenses are recognized at
the time they are incurred. The fair value of donated commodities used during the year is
reported in the statement of revenues, expenses and changes in fund net position as an
expense with a like amount reported as revenue.

The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in
the accounting period in which the related fund liability is incurred, if measurable.
Allocations of cost, such as depreciation and amortization, are not recognized in the
governmental funds.

A.5 - Encumbrances

Encumbrance accounting is utilized by the District to record purchase orders, contracts
and other commitments for the expenditure of monies to assure effective budgetary control
and accountability. Encumbrances outstanding at year-end are canceled and
reappropriated in the ensuing year’s budget.

A.6 - Cash and cash equivalents

For the purposes of the statement of cash flows, the District considers all highly liquid debt
instruments with an original maturity of three months or less to be cash equivalents.

A.7 - Short-term interfund receivables/payables
During the course of operations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classified as

internal balances on the government-wide statement of net position, and are classified as
due from other funds or due to other funds on the balance sheet.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

A.8 - Inventories

Food Service Fund — purchased inventories are stated at cost as determined by the first-in,
first-out method. Commodity inventories are stated at the United States Department of
Agriculture’s assigned values, which approximate fair value, at the date of receipt.
Expenses for food items are recorded when consumed. The federal government donates
surplus commoadities to the national school lunch program. Commodity distributions used
by the District are recorded as nonoperating revenues at the date of their consumption.

A.9 — Capital assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental
funds. These assets are reported in the governmental activities column of the government-
wide statement of net position, but are not reported in the fund financial statements,
Capital assets utilized by the proprietary funds are reported both in the business-type
activities column of the government-wide statement of net position and in the respective
fund financijal statements.

All capital assets with a unit cost greater than $3,000 for the governmental activities and
$1,000 for the business-type activities and proprietary funds are capitalized at cost (or
estimated historical cost, if actual cost is not available)] and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair value on the
date received. Infrastructure assets, consisting of certain improvements other than
buildings (such as parking facilities, sidewalks, landscaping and lighting systems} are
capitalized along with other capital assets. lmprovements to assets are capitalized; the cost
of normal maintenance and repairs that do not add to the value of the asset or materially
extend the life of the asset are not.

All reported capital assets are depreciated with the exception of land costs. lmprovements
are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straight-line method over the following useful lives:

Governmental Business-type

Description Activities Activities
Buildings and improvements 10-40 years n/a
Other equipment 10 years 10-20 years
Licensed vehicles 7-10 years n/a
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

A.10 - Compensated absences

The District reports compensated absences in accordance with the provisions of GASB
Statement No. 16, “Accounting for Compensated Absences” Compensated absences
benefits are accrued as a liability as the benefits are earned if the employees’ rights to
receive compensation are attributable to services already rendered and it is probable that
the District will compensate the employees for the benefits through paid time off or some
other means, Accumulated sick leave benefits are paid to employees upon termination of
employment.,

Certain personnel and full-time employees receive up to ten days of sick leave each year,
which can be accumulated up to thirty days maximum. Upen leaving employment with the
District, these stafl shall be paid for the accumulated days at a rate of $30 per day.

The entire compensated absence liahility is reported on the government-wide financial
statements.

For governmental fund financial statements, the current portion of unpaid compensated
absences is the amount expected to be paid using expendable available resources. These
arnounts, if any, are recorded in the account “accrued compensated absences” in the fund
from which the employees who have accumulated unpaid leave are paid. The noncurrent
portion of the liability is not reported. In proprietary funds, the entire amount of the
compensated absences is reported as a fund liability.

The amount recorded as liabilities for all applicable compensated absences include salary-
related payments associated with the payment of compensated absences, using the rates in
effect at the balance sheet date.

A.11 - Accrued liabilities and long-term obligations

All payables, accrued liahilities and long-term obligations are reported in the government-
wide financial statements, and all payables, accrued liabilities and long-term obligations
payable from proprietary funds are reported on the proprietary fund financial statements.

In general, payables and accrued liabilities that will be paid from governmental funds are
reported on the governmental fund financial statements regardless of whether they will be
liguidated with current resources. However, the noncurrent portion of compensated
absences that will be paid from governmental funds is reported as a liability in the fund
financial statements only to the extent that they will be paid with current, expendable,
available financial resources. Bonds payable and other long-term obligations that will be
paid from governmental funds are not recognized as a liability in the fund financial
statements until due.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

A.12 - Fund balance

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions. This Staterment defines the
different types of fund balances that a governmental entity must use for financial reporting
PUTrposes.

GASB 54 requires the fund balance amounts to be properly reported within one of the fund
balance categories listed below.

Nonspendable, such as fund balance associated with inventories, prepaid expenditures,
long-term loans and notes receivable, and property held for resale (unless the proceeds
are restricted, committed or assigned),

Restricted fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

Committed fund balance classification includes amounts that can be used only for the
specific purposes determined by a formal action of the board of education (the District’s
highest level of decision-making authority),

Assigned fund balance classification are intended to be used by the government for
specific purposes but do not meet the criteria to be classified as restricted or
committed, and

Unassigned fund balance is the residual classification for the District’s general fund
and includes all spendable amounts not contained in the other classifications.

Committed fund balance is established by a formal passage of a resolution. This is
typically done through the adoption and amendment of the budget. A fund balance
commitment is further indicated in the budget document as a designation or commitment
of the fund. Assigned fund balance is established by the board of education through
adoption or amendment of the budget as intended for specific purpose (such as purchase of
fixed assets, construction, debt service or for other purposes).

When both restricted and unrestricted resources are available in governmental funds, the

District applies expenditures against restricted fund balance first, and followed by
committed fund balance, assigned fund balance and unassigned fund balance.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note A — Summary of significant accounting policies (Continued)

A.13 - Net position

Net position represents the difference between assets and liabilities. Net investment in
capital assets consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net position is reported as restricted when there are
liabilities imposed on their use either through the enabling legislation adopted by the
District or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

The District applies restricted resources when an expense is incurred for purposes for
which both restricted and unrestricted net position is available.

A.14 - Operating revenues and expenses

Operating revenues are those revenues that are generated directly from the primary activity
of the proprietary funds., For the District, these revenues are sales for food service,
Operating expenses are necessary costs incurred te provide the goods or services that are
the primary activity of the fund. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses,

A.15 - Interfund transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund, are recorded as
expenditures/expenses in  the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed. All other interfund transactions,
except quasi-external transactions and reimbursements, are reported as transfers. In
general, the effect of interfund activity has been eliminated from the government-wide
financial statements.

A.16 - Extraordinary and special items
Extraordinary items are transactions or events that are both unusual in nature and
infrequent in occurrence. Special items are transactions or events that are within the

control of the board of education and that are either unusual in nature or infrequent in
occurrence. Neither type of transaction occurred during the year.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note B — Cash and investments

Cash and deposits

Colorado State statutes govern the District’s deposit of cash. The Public Deposit Protection
Acts (PDPA) for banks and savings and loans require state regulators to certify eligible
depositories for public depoesits. The PDPA require eligible depositories with public deposits
in excess of federal insurance levels to create a single institution collateral pool of defined
eligible assets. Eligible collateral includes obligations of the United States, obligations of
the State of Colorado or Colorado local governments and obligations secured by first lien
mortgages on real property located in the state. The pool is to be maintained by another
institution or held in trust for all uninsured public deposits as a group and not held in any
individual government’s name. The fair value of the assets in the pool must be at least
equal to 102% of the aggregate uninsured deposits.

Custodial credit risk — deposits — Custodial credit risk is the risk that in the event of a bank
failure, the District’s deposits may not be returned to it. The District does not have deposit
policy for custodial credit risk. As of year-end, the District had total deposits of $613,249,
of which $255,000 was insured and $358,249 was collateralized with securities held by the
pledging institution’s trust department or agent in the District’s name.

Investments

Authorized Investments — Investment policies are governed by Colorado State Statutes and
the District’s own investment policies and procedures. Investments of the District may
include:

= Obligations of the U.S. Government such as treasury bills, notes and bonds

= Certain international agency securities

» General obligation and revenue bonds of United States local government entities
= Bankers acceptances of certain banks

»  Commercial paper

= Local government investment pools

= Written repurchase agreements collateralized by certain authorized securities

»  Certain money market funds

=  Guaranteed investment contracts

At year-end, the District had investments in Colotrust (a local government investment pool)
and in certificates of deposits. The investments in Colotrust are maintained in the General
Fund, while the investments in the certificates of deposits are maintained in the General
Fund and Scholarship Trust Fund.

-34-



ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note B — Cash and investments (Continued)

Investment type Fair value

Investment maturities [in vears)

Less than 1 1-5 6-10

Investment in Colotrust $

591,303 $ - B -

Credit risk — State law limits investments in commercial paper, corporate bonds, and
mutual bond funds to the highest rating from at least one nationally recognized rating
agency at the time of purchase. The District has no investment policy that would further
limit its investment choices. At year-end, the District’s investment in Colotrust was rated

AAA by Standard and Poor’s.

The following table provides a reconciliation of cash and investments on the statement of

net position:

-Cash in bank
Certificates of deposit
Investments in Colotrust

Total

Statement of net position
Cash

Certificates of deposit
Investments in Colotrust

Subtotal

Statement of fiduciary net position
Certificates of deposit

Total

Note C - Receivables

Receivables at year-end consist of the following:

$ 459,318
67,419

991,303

$ 1,518,040

$ 459,318
62,419

991,303

1,513,040

5,000

$ 1,518,040

Governmental Business-type Total
Activities Activities Receivables
Property taxes receivable $ 24,564 % - % 24,564
Grants receivable 7,336 3,392 10,728
Other receivables 3,535 4,628 8,163
Total i 35,435 b 8,020 % 43.455
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note C - Receivables (Continued)

Property taxes are levied on December 15t and attach as a llen on property the following
January 1st. They are payable in full by April 30th or are due in two equal installments on
February 284 and June 15th. Washington County bills and collects property taxes for all
taxing entities within the counties. The tax receipts collected by the counties are remitted
to the District in the subsequent month.

Note D — Interfund transactions

The following is a summary of interfund transactions for the year as presented in the fund
financial statements;

Interfund Interfund
Receivables Pavables
Governmental funds
General fund $ 5,515 $ -
Pupil activity fund - 595
Private-purpose trust fund - 1,342
Subtotal 5,515 1,937
Proprietary funds
Food service fund - 3,578
Total 3 5,615 $ 5,515

All balances resulted from the lag time between the dates that (1) interfund reimbursable
expenditures occur, (2) transactions are recorded in the accounting system, and (3)
payments between funds are made. Interfund receivables and payables are eliminated
through the transfer of funds from one fund to another.

Transfers Transfers
In Out
Governmental funds
General fund B - % 35,000
Proprietary funds
Food service fund 35.000 -
Total $ 35,000 % 35,000
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note D — Interfund transactions {Continued)

Transfers are used to move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them. The District
transferred funds in the amount of $35,000 from the General Fund to the Food Service
Fund to subsidize the costs of maintaining the District’s food service operations.

Note E — Capital assets

Capital asset activity for the year was as follows:

Beginning Ending
Balance Additions Deletions Balance
Governmental activities
Capital assets, not being
depreciated:
Land $ 29,645 § -3 - 3 29,645
Construction in progress - 33.830 - 33,830
Total capital assets, not
being depreciated 29,645 33,830 - 63,475
Capital assets, being depreciated:
Buildings and improvements 1,952,144 22,940 - 1,975,084
Other equipment 60,605 6,400 - 67,005
Licensed vchicles 384,835 30,689 [28.,000) 387,524
Total capital assets, being
depreciated 2,397,584 60,029 (28,000 2,429,613
Total capital assets 2,427,229 93,859 (28,000) 2,493,088
Less accumulated depreciation for:
Buildings and improvements (879,829) (38,104) - (917,933]
Other equipment (44,124 (3,108) - (47,232)
Licensed vehicles (314,114} (15,385) 26,600 (302,899]
Total accumulated
depreciation (1,238,067 (56,597) 26,600 (1,268,064)
Governmental activities
capital assets, net $ 1.189,162 $ 37262 § (1,400) $ 1.225024
Business-type activities
Machinery and equipment $ 39,324 § 16,857 § - % 56,181
Less accumulated depreciation 35,717} (991} - [36,708]
Business-type activities
capital assets, net $ 3.607 % 15,866 % - $ 19,473
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Note E — Capital assets [Continued)

Depreciation expense was charged to programs of the District as follows:

Governmental activities

Operations and maintenance $ 4,694
Student transportation 13,799
Unallocated 38,104
Subtotal 56,597
Business-type activities
Food service operations 991
Total depreciation expense 3 57,588

Note F — Accrued salaries and benefits

Salaries and benefits of certain contractually employed personnel are paid over a twelve-
month period from September to August, but are earned during a school year of
approximately nine to ten months., The salaries and benefits earned but not paid at year-
end are estimated to be $92,447. Accordingly, this accrued compensation is reflected as a
liahility in the accompanying financial statements.

Note G — Long-term debt

The following is a summary of the changes in long-term debt for the year:

Beginning Ending Due within
Balances Additions Reductions Balances one year
Governmental
Activities
Compensated
absences $ 18,922 & 2,730 % - 3 21,652 $ -

Payments on the compensated absences attributable to the governmental activities will be
liquidated primarily by the General Fund. The District believes that the current portion of
compensated absences is negligible and is therefore not reported.
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Note H — Defined benefit pensien plan

Plan description

The District contributes to the Combined State and School District Trust Fund (CSSDTF), a
cost-sharing multiple employer defined benefit pension plan administered by the Public
Employees’ Retirement Association of Colorado (PERA). The CSSDTF provides retirement
and disability, annual increases, and death benefits for members or their beneficiaries. All
employees of the District are members of the CSSDTF. Title 24, Article 51 of the Colorado
Revised Statutes (CRS), as amended, assigns the authority to establish benefit provisions to
the State Legislature. PERA issues a publicly available annual financial report that
includes financial statements and required supplementary information for the CSSDTF.
That report may be obtained by writing to Colorado PERA, 1300 Logan Street, Denver,
Colorado 80203 or by calling PERA at 303-832-9550 or 1-800-759-PERA (7372).

Funding policy

Plan members and the District are required to contribute to the CSSDTF at a rate set by
statute. The contribution requirements of plan members and the District are established
under Title 24, Article 51, Part 4 of the CRS, as amended. The contribution rate for
members is 8.0% and for the District 15.65% of covered salary between July 1 and
December 31, 2012 and 16.55% of covered salary between January 1 and June 30, 2013.
Also, a portion of the District’s contribution {1.02% of covered salary) is allocated for the
Health Care Trust Fund (see below). The District’s contributions to the CSSDTF for the
years ended June 30, 2013, 2012, and 2011 were $114,823, $107,717, and $109,190,
respectively, equal to their required contributions for each year.

Note I - Postemployment healthcare benefits

Plan description

The District contributes to the Health Care Trust Fund (HCTF), a cost-sharing multiple
employer postemployment healthcare plan administered by PERA. The HCTF provides a
health care premium subsidy to PERA participating benefit recipients and their eligible
beneficiaries. Title 24, Article 51, Part 12 of the CRS, as amended, assigns the authority to
establish the HCTF benefit provisions to the State Legislature. PERA issues a publicly
available annual financial report that includes financial statements and required
supplementary information for the HCTF. That report may be obtained by writing to PERA
of Colorado, 1300 Logan Street, Denver, Colorado 80203 or by calling PERA at 303-832-
9550 or 1-800-759-PERA (7372].
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note I ~ Postemployment healthcare benefits (Continued)

Funding policy

The District is required to contribute at a rate of 1.02% of covered salary for all PERA
members as set by statute. No member contributions are required. The contribution
requirements for the District are established under Title 24, Article 51, Part 4 of the CRS,
as amended. The apportionment of the contribution to the HCTF is established under Title
24, Article 51, Section 208 of the CRS, as amended. The District’s contribution to the
HCTT for the years ended June 30, 2013, 2012, and 2011 were $7,273, $7,226, and
$7,789, respectively, equal to their required contributions for each year.

Note J — Defined contribution plan

Plan description

The (CSSDTF} members of the District may voluntarily contribute to the Voluntary
Investment Program (401(k) Plan), an Internal Revenue Code Section 401(lk) defined
contribution plan administered by PERA. Plan participation is voluntary, and contributions
are scparate from others made to PERA. Title 24, Article 51, Part 14 of the CRS, as
amended, assigns the authority to establish the 401(k] Plan provisions to the State
Legislature.

Funding policy

The 401(k) Plan is funded by voluntary member contributions of up to a maximum limit set
by the IRS ($17,500 in 2013). The contribution requirements for the District are
established under Title 24, Article 51, Section 1402 of the CRS, as amended. The 401(k)
Plan member contributions from the District for the year ended June 30, 2013 were
$2,805.

Note K — Risk management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The District participates in the Colorado School Districts Self-lnsurance Pool (the Pool).
The Pool’s objectives are to provide member schooel districts defined property and liability
coverages through self-insurance and excess insurance purchased from commercial
companies. The District pays an annual contribution to the Pool for its insurance
coverages. The District’s contribution for the year was $29,844. The District continues to
carry commercial insurance for all other risks of loss, including workers’ compensation and
employee health and accident insurance. Settled claims resulting from these risks have not
exceeded commercial insurance coverage or the deductible in any of the past three fiscal
years. There has been no significant reduction in insurance coverage from the prior year in
any of the major categories of risk,
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note L - Commitments and contingencies

Federal and state funding

The District receives revenues from various federal and state grant programs which are
subject to final review and approval by the grantor agencies. The amount, if any, of
expenditures which may be disallowed by the granting agencies cannot be determined at
this time although the District expects such amounts, if any, to be immaterial.

TABOR Amendment

In November 1992, Colorado voters passed an amendment, commonly known as the
Taxpayer’s Bill of Rights (TABOR]), to the State Constitution (Article X, Section 20} which
limits the revenue raising and spending abilities of state and local governments. The limits
on property taxes, revenue, and “fiscal year spending” include allowable annual increases
tied to inflation and local growth in student enrollment. Fiscal year spending as defined by
the amendment excludes spending from certain revenue and financing sources such as
federal funds, gifts, property sales, fund transfers, damage awards, and fund reserves
(balances). The amendment requires voter approval for any increase in mill levy or tax
rates, new taxes, or creation of multi-year debt. Revenue earned in excess of the “spending
limit” must be refunded or approved to be retained by the District under specified voting
requirements by the entire electorate. During the year ended June 30, 2002, the voters of
the District approved a ballot initiative permitting the District to retain, appropriate, and
utilize, by retention for reserve, carryover fund balance, or expenditure, the full proceeds
and revenues received from every source whatsoever, without limitation, in this fiscal year
and all subsequent fiscal years notwithstanding any limitation of Article X, Section 20 of
the Colorado Constitution. TABOR is complex and subject to judicial interpretation. The
District believes it is in compliance with the requirements of TABOR. However, the District
has made certain interpretations of TABOR’s language in order to determine its compliance.
The District has reserved funds in the General Fund in the amount of $47,000 for the
EMmergency reserve,

Budget law

Expenditures in the Capital Reserve Fund, Pupil Activity Fund and Food Service Fund
exceeded appropriations by $12,815, $6,027 and $1,046, respectively, and may be in
violation of Colorado Local Government Budget Laws.
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ARICKAREE SCHOOL DISTRICT R-2
Notes to Financial Statements

Note M — Joint venture

The District participates in the East Central Board of Cooperative Educational Services
{(BOCES). This joint venture does not meet the criteria for inclusion within the reporting
entity because the BOCES:

is financially independent and responsible for its own financing deficits and entitled
to its own surpluses,

has a separate governing board from that of the District,

has a separate management which is responsible for the day to day operations and
is accountable to the separate board,

governing hoard and management have the ability to significantly influence
operations by approving budgetary requests and adjustments, signing contracts,
hiring personnel, exercising control over facilities and determining the outcome or
disposition of matters affecting the recipients or services provided, and

has absolute authority over all funds and fiscal responsibility including budgetary
responsibility and reporting to state agencies and controls fiscal management.

The District has one member on the board. The board has final authority for all budgeting
and financing of the joint venture.

Separate financial statements of the East Central Board of Cooperative Educational
Services are available by contacting their administrative office in Limon, Colorade.

For the year, the District’s contribution was $55,839,
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Required Supplementary Information

Budgetary comparison schedules are required to be presented for the General Fund and each
major Special Revenue Fund. The District has two major Special Revenue Funds.

General Fund — The General Fund accounts for all transactions of the District not required to
be accounted for in other funds. This fund represents an accounting of the District’s ordinary
operations financed primarily from property and specific ownership taxes and state aid. It is
the most significant fund in relation to the District’s overall operations.

Capital Reserve Fund — This fund is used to account for expenditures that are limited by
statute to the acquisition of land, construction of new facilities, alterations and improvements
to existing structures where the estimated total cost of labor and materials is in excess of
$2,500 or acquisition of school buses or other equipment where the estimated unit cost is in
excess of $1,000. The fund was closed out in the year as all remaining fund balance was
expended.

Pupil Activity Fund — This fund is used to record transactions related to school-sponsored pupil
organizations and activities.
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ARICEKEAREE SCHOOL DISTRICT R-2

General Fund
Budgetary Comparison Schedule

For the Year Ended June 30, 2013

Revenues
Local sources
Intermediate sources
State sources
Federal sources

Total revenues
Expenditures
Instruction
Supporting services
Appropriated reserves

Total expenditures

Excess of revenues over
(under) expenditures

Other {inancing uses
Transfers out

Excess of revenues over
(under) expenditures and
other financing uses

Fund balance at beginning of year

Fund balance at end of year

Budgeted Amounts

Variance with
Final Budget

Favorable
Original Final Actual {(Unfavorable)
$ 573,814 $ 578,814 $ 662,116 $ 83,302
150 150 133 (17)
702,203 714,577 770,311 55,734
38,259 36,408 40,527 4,119
1,314,426 1,329,949 1,473,087 143,138
961,700 1,041,338 846,295 195,043
862,580 957,057 831,755 125,302
728,385 822,632 822,632
2,552,665 2,821,027 1,678,050 1,142,977
(1,238,239) (1,491,078) (204,963) 1,286,115
(30,000) (35,000) {5,000)
$ (1,238,239) $ (1,521,078) {239,963) $ 1,281,115

1,566,078
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ARICKAREE SCHOOL DISTRICT R-2
Capital Reserve Fund

Budgetary Comparison Schedule

For the Year Ended June 30, 2013

Budgeted Amounts

Variance with
Final Budget

Favorable
Original Final Actual (Unfaverable)
Revenues
Local sources
Other local revenue $ - 3 - $ 9,800 % 9,800
Tetal revenues - - 9,800 9,800
Expenditures
Capital outlay 57,275 50,869 63,684 (12,815)
Excess of revenues over
(under) expenditures (57,275) (50,869) (53,884) (3,015)
Other financing sources
Sale of fixed assets 3,015 3,015
Excess of revenues and other
financing sources over
{under) expenditures $ (57,275) % (50,869) (50,869) $ -
Fund balance at beginning of year 50,869

Fund balance at end of year
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ARICKAREE SCHOOL DISTRICT R-2
Pupil Activity Fund

Budgetary Comparison Schedule

For the Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Favorahle
Original Final Actual {Unfavorable)
Revenues
Pupil activities B 100,000 $ 100,000 5 105,842 3 5,842
Total revenues 100,000 100,000 105,842 5,842
Expenditures
Pupil activities 100,000 100,000 106,027 (6,027}
Total expenditures 100,000 100,000 106,027 (6,027)
Excess or revenues over
(under) expenditures $ - $ - (185) % {185}
Fund balance at beginning of year 99,619
Fund balance at end of year $ 99,434
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ARICKAREE SCHOOL DISTRICT R-2
Notes to the Required Supplementary Information

Note A — Budgetary data

The District adheres to the following procedures in compliance with Colorado Revised
Statutes, establishing the budgetary data in the financial statements:

1.

Budgets are required by state law for all funds. Prior to May 31, the superintendent
of schools submits to the board of education a proposed budget for the fiscal year
commencing the following July 1. The budget includes proposed expenditures and
the means of financing them.

Public hearings are conducted by the board of education to obtain taxpayer
comrmments.

Prior to June 30, the budget is adopted by formal reseclution.

Expenditures may not legally exceed appropriations at the fund level. Authorization
to transfer budgeted amounts between departments within any fund and
reallocation of budget line items within any department in the General Fund rests
with the superintendent of schools. Revisions that alter the total expenditures of
any fund must be approved by the board of education.

Budgets for all funds are adopted on a basis consistent with accounting principles
generally accepted in the United States of America.

Budgeted amounts reported in the accompanying financial statements are as
originally adopted and as amended by the board of education throughout the year.
Appropriations lapse at year-end.
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Other Supplementary Information

Other supplementary information includes financial statements and schedules not required by
the Governmental Accounting Standards Board, nor a part of the basic financial statements,
but are presented for purposes of additional analysis.
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Budgetary Comparison Schedules - General Fund

The General Fund accounts for all transactions of the District not required to be accounted for
in other funds. This fund represents an accounting of the District’s ordinary operations
financed primarily from property and specific ownership taxes and state aid. It is the most
significant fund in relation to the District’s overall operations. The schedules of revenues and
expenditures are included to provide a greater level of detail to the reader of the financial
statements.
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ARICKAREE SCHOOL DISTRICT R-2
General Fund

Budgetary Comparison Schedule - Revenues
For the Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Revenues
Local sources
Property taxes P 499,526 ¥ 499,526 P 515,124 $ 15,598
Specific ownership taxes 54,243 54,243 70,037 15,794
Delinquent taxes and interest 1,011 1,011
Earnings on investments 3,045 3,045 2,829 (216)
Other local revenue 17,000 22,000 73,115 51,115
Total local sources 573,814 578,814 662,116 83,302
Intermediate sources 150 150 133 (17)
State sources
Equalization 679,203 676,577 691,543 14,966
Vocational education 23,497 23,497
Transportation 20,000 30,000 42,805 12,805
English language proficiency 2,198 2,198
Services within the BOCES 3,000 8,000 10,268 2,268
Total state sources 702,203 714,577 770,311 55,734
Federal sources
REAP 17,000 15,149 15,149 -
Race to the top 1,608 1,608
Services within the BOCES 21,259 21,259 23,770 2,511
Total federal sources 38,259 36,408 40,527 4,119
Total revenues $ 1,314,426 $ 1,329,949 $ 1,473,087 $ 143,138
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ARICKAREE SCHOOL DISTRICT R-2
General Fund

Budgetary Comparison Schedule - Expenditures
For the Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Expenditures
Instruction
Salaries $ 580,180 $ 524,918 $ 477,505 3 47,413
Employee benefits 185,320 188,770 166,264 22,506
Purchased services 108,600 205,900 121,091 84,809
Supplies and materials 72,600 76,350 36,260 40,090
Property 7,200 37,200 42,619 (5,419)
Other 7,800 8,200 2,556 5,644
Total instruction 961,700 1,041,338 846,295 195,043
Supporting services
Students
Salaries 15,060 14,000 11,667 2,333
Employee benefits 4,800 7,500 5,196 2,304
Purchased services 6,250 7,000 5,271 1,729
Supplies and materials 500 500 2,526 (2,026)
Total students 26,610 29,000 24,660 4,340
Instruactional staff
Salaries 14,000 14,000 14,313 (313)
Employee benefits 4,800 5,500 5,978 (478}
Purchased services 1,000 1,500 1,011 489
Supplies and materials 2,000 3,500 3,484 16
Total instructional staff 21,800 24,500 24,786 (286)
General administration
Employee benefits 7,000 9,150 13,386 (4,236)
Purchased services 201,950 196,660 180,117 16,543
Supplies and materials 9,000 9,000 3,342 5,658
Other 24,000 24,000 10,213 13,787
Total general administration 241,950 238,810 207,058 31,752
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School administration
Salaries
Employee benefits
Purchased services
Supplies and materials

Total school administration

Business services
Salaries
Employee benefits
Purchased services
Supplies and materials

Total business services

Operations and maintenance
Salaries
Employee benefits
Purchased services
Supplies and materials
Property

Total operations and
maintenance

Student transportation
Salaries
Employee benefits
Purchased services
Supplies and materials
Property
Other

Total student transportation

Budgeted Amounts

Variance with
Final Budget

Favorable
Original Final Actual (Unfavorable)
39,500 39,500 41,045 (1,545)
16,000 20,000 24,011 (4,011)
500 500 138 362
15,000 1,500 760 740
71,000 61,500 65,954 (4,454)
20,000 21,250 22,294 (1,044)
10,000 11,000 10,100 900
700 700 1,034 (334)
1,000 1,000 399 601
31,700 33,950 33,827 123
46,000 53,000 41,548 11,452
21,500 28,000 20,625 7,375
58,000 88,000 69,942 18,058
111,500 122,000 103,915 18,085
2,000 24,108 24,108
239,000 315,108 236,030 79,078
55,500 72,000 67,234 4,766
33,500 39,000 35,137 3,863
11,000 11,000 11,181 (181)
80,000 80,000 75,765 4,235
2,000 2,000 6,400 4,400)
100 100 100
182,100 204,100 195,717 8,383
(continued)
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ARICKAREE SCHOOL DISTRICT R-2

General Fund

Budgetary Comparison Schedule - Expenditures

For the Year Ended June 30, 2013

(continued)
Central support services
Purchased services

Total central support
services

Total supporting services
Appropriated reserves

Total expenditures

Variance with

Budgeted Amounts Final Budget
Favorable

Original Final Actual (Unfavorable)

48,420 50,089 43,723 6,366

48,420 50,089 43,723 6,366

862,580 957,057 831,755 125,302

728,385 822,632 822,632

$ 2,552,665 F 2,821,027 % 1,678,050 $ 1,142,977
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Budgetary Comparison Schedule — Enterprise Fund

The District reports the following major proprietary fund:

Enterprise Funds — These funds are used to account for operations that provide services that
are financed primarily by user charges, or activities where periodic measurement of income is
appropriate for capital maintenance, public policy, management control or other purposes,

=  Food Service Fund — This fund is used to record financial transactions related to the
District’s food service operations.
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ARICKAREE SCHOOL DISTRICT R-2
Food Service Fund

Budgetary Comparison Schedule

For the Year Ended June 30, 2013

Budgeted Amounts

Variance with
Final Budget

Favorable
Original Final Actual (Unfavorable)
Operating revenues
Charges for services 3 26,000 b 30,000 35,537 $ 5,537
Operating expenses
Salaries 25,900 27,300 28,414 (1,114)
Employee benefits 7,750 5,000 6,326 (1,326)
Purchased services 4,500 3,000 373 2,627
Supplies and materials 45,150 59,516 60,258 (742)
Property 1,500 -
Depreciation 1,300 500 991 (491)
Total operating expenses 86,100 95,316 96,302 (1,046)
Operating loss {60,100} 65,316) (60,825) 4,491
Nonoperating revenues
Federal aid
Nutrition reimbursements 25,500 29,000 30,786 1,786
Commodity revenue 3,687 3,687
State aid 100 800 1,001 201
Total nonoperating revenues 25,600 29,800 35,474 5,674
Loss before transfers and
capital contributions (34,500) (35,516) (25,351) 10,165
Transfers in 30,000 35,000 35,000 -
Capital contributions 16,857 16,857
Change in net position 5 (4,500} % (516) 26,506 ¥ 27,022
Net position at beginning of year 516
Net position at end of year 27,022
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Budgetary Comparison Schedule - Fiduciary Fund

These funds focus on net position and changes in net position. The fiduciary fund category is
split into four classifications: pension frust funds, investment trust funds, private-purpose
trust funds and agency funds.

Private-purpose trust funds — These funds are used to report trust arrangements under which
principal and income benefit individuais, private organizations, or other governments.

= Scholarship Trust Fund — This fund is used to record the financial transactions related to
the administration of a scholarship trust that is used to award scholarships to area
students.
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ARICKAREE SCHOOL DISTRICT R-2
Scholarship Trust Fund

Budgetary Comparison Schedule

For the Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Favorable
Original Final Actual (Unfavorable)
Revenues
Contributions and earnings $ 640 $ 640 $ 456 R (184)
Total revenues 640 640 456 (184)
Expenditures
Scholarship awards 640 640 462 178
Total expenditures 640 640 462 178
Excess of revenues over
(under) expenditures $ - 5 - ) % (6)
Net position at beginning of year 5,139
Net position at end of year P 5,133

-A0-



Colorado Department of Education
Supplementary Schedule

Auditors’ integrity report — This fiscal-year report is required by the Colorado Department of
Education to maintain statewide consistency in financial reporting. This report is also used to
gather financial data that could affect future state funding.
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Certified Public Accountanis 205 Main St. » PO.Box 1886 . Stering, CO 80751-7806
Phone 970-522-2218 .« FAX 970-522-2220

Independent Auditors' Report on Auditors’ Integrity Report

Board of Education
Arickaree School District R-2
Anton, Colorado

We have audited the financial statements of the Arickaree School District R-2 (the District) as
of and for the year ended June 30, 2013, and our report thereon dated November 15, 2013,
which expressed an unmodified opinion on those financial statements, appears on pages 1-2,
Qur audit was conducted for the purpose of forming an opinion on the financial statements as
a whole. The Auditors’ Integrity Report is presented for purposes of additional analysis and is
not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to-the
auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

Laner, Syabe & rfssociates, P, €.

Sterling, Colorado
November 15, 2013
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