"HAMIITON PUBLIC SCHOOLS

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2003

This management's discussion and analysis provides an overview of the District’s financial
activities for the fiscal year ended June 30, 2003. Please read it along with the District's
financial statements which begin on page 10.

FINANCIAL HIGHLIGHTS

‘The District's financial position was relatively stable in 2003 with net assets, revenue and expenses
increasing 2% to 6%. While the District ranks well in achievement tests, advanced placement

~ honors courses, college acceptance rates each year, our per student educational costs remain
consistently within the lowest ranks .of the State class A school district comparisons: This spring:
the District was successful in the first recorded passage of a general fund operation levy. The
additional revenue from this levy will allow the District to increase wages and reinstate programs
in many areas that have been cut or threatened over the past three years. Overall in 2003 the
District’s net assets increased by $454,000 (6%) including increases in net assets invested in capital
assets, increases in unrestricted net assets and increases in restricted net assets @ur:2003:total
revenues increased $516,000(5%).while'expenses only-increased $155,000-(2%):

USING THIS ANNUAL REPORT

This annual report consists of financial statements for the District as a whole with more detailed
information for certain District funds. The Statement of Net Assets and the Statement of Activities
(pages 10 and 11) provide information about the activities of the District as a whole and present a
long-term view of the District's finances (they include capital assets and long-term liabilities).

Fund financial statements (pages 12 through 15) present a short-term view of the District's activities.
They include only current assets expected to be collected in the very near future and liabilities
expected to be paid in the very near future. Generally accepted accounting principles require that
only major funds are disclosed in these financial statements. These statements provide detailed
information about the District's-general;:impact aid; and §8btservice furids, which-gualify-as:major
funds. Also attached are summarized financial reports about the student activity trust fund which
the District oversees.
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THE DISTRICT AS A WHOLE

One important question asked about the District’s finances is, “Is the District better or worse off as
a result the year’s activities?” The information in the government-wide financial statements helps
answer this question. These statements includeall assets and liabilities using the accrual basis of
accounting, with the addition of reporting depreciation on capital assets. This is similar to the basis
of accounting used by most private-sector companies.

The change in net assets over time is one indicator of whether the District’s fi nancial health is
improving ordeteriorating. However, there are other nonfinancial factors that influence the District's
fiscal health, such as changes in enrollment, changes in the State’s funding of educational costs,
changes in the economy, changes in the District's tax base, etc.

Changes in the District's net assets (rounded to the nearest $1,000) were as follows:

. 2003 2002 Change %
Currentassets ........................ $1,856,000 $1,681,000 $175,000 . 10%
Capital assets-net .................... 18,464,000 18,742,000 (278,000) -1%
Totalassets .......................... 20,320,000 20,423,000 (103,000) -1%
Current liabilites . .. .................... 671,000 652,000 19,000 3%
Non-current liabilities . .................. 11,241,000 11,817,000 (576,000) -5%

Total liabilities....................... 11 912 000 12,469,000 (557,000) -4%

Netassets ........................... §8!408!000 $7,954,000 $454,000 6%

Net assets consist of:

Invested in capitalassets. . .. .......... $6,784,000 $6,515,000 $269,000 4%
Restricted netassets . ................ 568,000 567,000 . 1,000 0%
Unrestricted net assets. . ..... R 1,056,000 872,000 184,000 21%

Netassets ......................... $8,408,000 §7!954!000 $454,000 6%

The $454,000 increase in net assets was due to several factors including m&:tummg’ﬁﬁﬁa‘vmmts
foryear-end purchases, increased valuation on-present-buildings, the:development.of Kurtz-Lane
(2-private road serving the high:schaol, Head Start and:the Ravalli-Aquatics:Genter), the-purchase
of additionatinstructional-equipment;maintenance- equnpmenfan&mh@ggs Debt payments on the

- High School Bond reduced the non-current llabllmes, |n addltlon the accou
significantly-higheratgune 302003 tharatune:




Changes in the District's revenues (rounded to the nearest $1,000) were as follows:

2003 2002 Change %
Program revenues: o . '
Federal program revenue ............ $965,000 $899,000 $66,000 7%
Statefunding ...................... 357,000 342,000 15,000 4%
Other ...... ... . v, 355,000 300,000 55,000 18%
Total program revenue ........ 1,677,000 1,541,000 136,000 9%
General revenue: ~ ' v )
Propertytaxes ..................... 2,609,000 2,325,000 284,000 12%
State equalization .................. 4,617,000 4,486,000 131,000 3%
Other staterevenue ................. 594,000 571,000 23,000 4%
County property taxes ............... 712,000 782,000 (70,000) -9%
Investmentearnings................. 16,000 38,000  (22,000) -58% -
Other ...... ... .. . i i 140,000 . 106,000 34,000 32%
Total generalrevenue . ........ 8,688,000 8,308,000 380,000 5%
Totalrevenue ............cccouveiinninn.n, $10,365,000 $9,849,000 $516,000 5%

The changes in Dlstnctrevenues were pnmanly due to two factors Eilmﬂil'ﬁased;fonihe




Changes in the District's expenses (rounded to the nearest $1,000) were as follows:

2003 2002 ~ Change %

Instruction: - ‘ ‘ o
Regularprograms ................ . $3,518,000 $3,510,000 $8,000 0%
Other programs ....... e 1,608,000 1,559,000 49,000 3%
Support Services ................... 733,000 690,000. 43,000 6%
Operation and maintenance .......... 1,009,000 954,000 55,000 6%
Administration ..................... 896,000 872,000 24,000 3%
Student transportation ............... 390,000 363,000 27,000 7%
Schoolfood ................... L. 426,000 407,000 19,000 5%
Extracurricular ..................... 198,000 230,000 (32,000) (14)%
Interestexpense ................ ... 618,000 653,000 (35,000) (5)%
Unallocated depreciation ... .......... 456,000 459,000 (3,000) (NM%

Other ...... ... . it _ 59,000 61,000 (2,000) (3)%

Totalexpenses .................. 9,911,000 9,758,000 155,000 2%
Less programrevenues .. ......... .. 1,677,000 1,541,000 136,000 9%
Netexpenses ................... «8,234,000 8,217,000 17,000 0%
Less generalrevenue ............. . 8,688,000 8,308,900 ~ 380,000 5%
Changeinnetassets ............. $454 000 $91,000  $363,000 399%

— __Aﬁm@ﬂatwvas]-[mgm&gcm
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FUND FINANCIAL STATEMENTS

These fund financial statements provide detailed information about the most S|gn|f icant of the
District’s funds.

Maijor funds are defined as the general fund and other funds where the assets, liabilities, revenues,
or expenditures exceed 10% of total government fund amounts. In the 2003 fiscal year, the assets,
liabilities, revenues and expenditures of the debt service fund, and the assets of the impact aid fund
exceeded the 10% thresholds. The impact aid fund is authorized by state law to account for the
receipt and expenditure of Public Law 81-874 impact aid. The debt service fund is funded primarily
by property taxes to pay the District's general obligation bonds.



The government funds provide a short-term view of the District's operations. They are reported
using an accounting method called modified accrual accounting which measures amounts using
only cash and other short-term assets and liabilities (receivables and payables) that will soon be
converted to cash or will soon be paid with cash.

Total government fund balances increased $116,000 in 2003 as compared to the govemmént—wide
increase in net assets of $454 000. As shown on page 14, the primary reasons for the difference
are as follows;

1) Capital outlay, which is reported as expenditures in the government funds, is an
increase in assets in the government wide statement;

2) Princibal payments on the bonds, which are reported as expenditures in the
government funds statement, is a reduction of liabilities in the government-wide
statement;

3) Depreciation expense which is not reported in the government funds statement, is

reported as a decrease in assets in the government wide statements.

Only the general and debt services funds are required to have budgets. There were no significant
variations between the budget and actual revenues and expenditures which are detalled on the
supplemental schedule on page 26.

CAPITAL ASSET AND DEBT ADMINISTRATION

In 2003 the District constructed an: ammﬁMMst‘ i the-t
provide a safe and secure area to load and unload school buses The road also reduced
congestion at the high school’'s main entrance and provides additional access by emergency

vehicles. The remainder of the District's-asset;purchases were-foFEguipmentand:vehiciesi(see
" Note 4 to the financial statements).

The District's only significant change in long-term debt were the principal payments on its general
obligation bonds (see Note 5 to the financial statements).

THE FUTURE OF THE DISTRICT

The passage of the general fund levy for the 2003-2004 school year allows the district to provide
for staff salary increases, reinstatement of some programs and reduced reliance on community fund
raising.

The disttic

theimmedi

technology are currently on par or better than area dlstrlcts quahty will decrease without the
passage of a long term planned technology depreciation and replacement levy.

fhefailurenftheboileratthe-Middle Schoolwilkrequiterajargercapitabautiayriuring:themmpcmming

At this time, the Board has decided to attempt amm Wz (15 Lo SO0kl

Meanto provide the time to evaluate the options for financing and replacement The mabuhty to

address the problem immediately points out the need for a long term répair and routine

maintenance plan for District infrastructure. As major repairs are postponed due to a lack of
. \



) ‘Whitefish School District
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2003

The Supenntendent and Business Manager/Clerk of the Whitefish School District have provided
this MD&A to give the reader of these statements an overview of the financial position and
activities of the school district for the fiscal year ended June 30, 2003. Certain comparative
information between the current year and the prior is required to be presented in the MD&A,
however, Statement No. 34 permits the omission of this comparative data in the first year of
adoption of the new reportmg model. Subsequent reports will include the comparative
information.

Using This Financial Report ‘
The general format of this report is required by Statement No. 34 of the Governmental

Accounting Standards Boa:rd (GASB). Components and purposes of the report are explamed
below.

Reporting the School District as a Whole

The report includes two district-wide statements that focus on operatlons of the dlstnct asa
_ whole. These statements measure inputs and outflows using an economic resources
measurement focus, and use the accrual basis of accounting. Activities that are fiduciary in
nature are not included in these statements.

A. The Statement of Net Assets (page 10) shows the “assets” (what is owned), “liabilities”
(what is owed) and the “net assets™ (the resources that would remain if all obligations were
settled) of the school district. The statement categorizes assets to show that some assets are
very liquid, such as cash and cash equivalents. Some assets are restricted for certain
purposes or reserved for emergencies and cash flow purposes. Some assets are invested in
“fixed” of “capital” assets, such as buildings, equipment and other long-lived property; and
some assets are available to fund budgets of the following year.

B. The Statement of Activities, (page 11) shows the amounts of program-specific and
general school district revenues used to support the school district’s various functions.

‘The Statement of Net Assets and the Statement of Activities divide the activities of the
school district into three categories:

Governmental activities — The school functions, including instruction, student services,
administration, etc. Property taxes, state and federal revenues usually support most of these
functions of the district.
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Reporting the District’s Most Slgmficant Funds

The fund statements provide detailed information about the funds used by the school district.
State law and Generally Accepted Accounting Principles (GAAP) establish the fund structure of
school districts. Stdte law generally requires school districts to segregate money generated for
certain specific purposes, like transportation and debt service, in separate fund accounts.

The fund statements report balances and activities of the most significant, or “major” funds
separately and combine the activities of less significant funds under a single category.
Significance of funds is determined based on the proportional size of the funds, the relative
importance of the activities of the funds to the school district’s operations, and the existence of
legal budget requirements. Internal Service funds are never reported as major funds, but are
combined and presented in a separate set of financial statements.

The Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balance are
shown for governmental funds such as the general funds, special revenue funds for transportation
and school food service, and debt service and capital outlay funds. These funds use the modified
accrual basis of accounting and represent the majority of the district’s activities and programs.

Fund statements include a reconciliation of the governmental fund statements to the district-wide
statements. Most significant differences result from the use of different presentation bases. The
district-wide statements are presented using the accrual basis of accounting and the fund
statements for governmental funds use the modified accrual basis. In addition, general capital
assets and general long-term debt are reported in the d15tnct-w1de statements but not in the fund
statements. :

Reporting the District’s Trust and Flducmry Responsibilities
The district is the trustee, or fiduciary, for endowments and the student extracurricular fund

This report includes the activities in a separate Statement of Fiduciary Net Assets and Changes in
Fiduciary Net Assets (page 17) because the district cannot use these assets to fund its operations.

The district is responsible for ensuring these assets are used for their intended purpose.

- Budget —to-Actual Comparisons
The District’s ongmal and final budgets were identical for the year ended June 30, 2003.

The budgetary comparison schedules on page 31 show how actual expenditures compared to the
original and final budgeted expenditures for the general fund.

" The following significant variances between the final expenditure budget and the actual
expenditures exist:

Supportive Services — A positive variance of $65,129 exists because a high school ,
School-to-Work Counseling positions was not filled and the district estimated more than
necessary for the cost of mandatory state-wide testing.

General administrative services — A negative variance of $12,877 is the result of
unexpected legal expenses and the cost of hepatitis B vaccinations for at-risk employees
Food Services ~A negative variance of $50,000 exists because the district did not
anticipate supplementing the food service program.
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Capital Outlay — A negative variance of $38,879 exists because of the difficulty of
anticipating whether purchases will exceed the capital outlay thresheld of $5,000 and
unanticipated remodeling projects. «

Operating transfers out — A negative variance of $18,000 is the result of the statutes
governing funding compensated absences. The district may transfer excess budget to
fund the liability resulting from employee sick leave and vacation accrual.

THE DISTRICT AS A WHOLE

Net assets may serve over time as a useful indicator of a government’s financial position. In the
District, assets exceeded liabilities by-$5,550,653 as of June 30, 2003. Less than half the
District’s net assets reflect its investment in capital assets (e.g. land, land improvements,
‘buildings and improvements, machinery and equipment and construction in progress).

Whitefish School District
Condensed Statement of Net Assets

Governmental
Activities -
FY2003
Current and other assets . $ 3,624,194
‘Capital assets $ 4,367,167
Total assets $ 7,991,361
Long-term debt outstanding $ 2,165,091
Other liabilities $ 275,617
Total liabilities $ 2,440,708
Net assets
Invested in capital assets,
net of related debt $ 2,517,167
Restricted $ 89,901
Unrestricted $ 2,943,585
Total net assets $ 5,550,653



Whitefish School District

Changes in Net Assets -
Governmental
Activities
FY2003
Revenues ’
Program Revenues:
Charges for services $ 217,331
Operating grants and contributions $ 1,456,337
Capital grants and contributions
General Revenues: ‘ ‘
Property taxes $ 4,547,905
State equalization $ 5,353,804
Other general revenues $ 1,367,022
Total Revenues $ 12,942,399
Program Expenses '
Regular programs $§ 6,532,484
Special programs $ 1,644,852
Vocational programs $ 413,181
Adult education programs $ 18,641
Other programs $ 9,693
Operation and maintenance $ 1,176,956
School food ‘ $ - 276,857
Extracurricular $ 341,519
Student transportation $ 417,700
Administration $ 1,125,223
Interest expense $ 100,021
Unallocated depreciation $ 221,521
Total expenses $ 12,278,648
Excess (deficiency) before special
items and transfers $ 663,751
Special items '
- Transfers
Increase (decrease) in net assets $ 663,751

The districts total revenues for the fiscal year ended June 30, 2003 were $12.95 million. The
total cost of all programs and services was $12.3 million which generated an increase in net
assets of approximately $650,000. District taxpayers paid approximately $4.5 million of the
$12.95 million in revenues. The remainder was financed through charges for services, operating
grants and contributions, other state revenues and investment earnings.



Whitefish School District
Spending Levels Compared to Resource Levels

FY 2003-04
Expendltures Supported with General Revenues $ 10,604,980 86%
(from taxes and other sources for general
school use)
Expenditures Support with Program Revenues _§ 1,673,668 14%
Total Expenditures Related to Governmental ‘
Actitivies $ 12,278,648 100%

Analysis of Financial Information
The fund balance in the Elementary Building Fund decreased $117,7 00 due to the beginning of a

three-year building project and payments to architects for design and development. The fund
balance of the General Fund decreased approximately $50,000 due to liquidation of prior year
encumbrances.

Capital Assets ‘
As of June 30, 2003, the District had invested $9.8 million in capital assets including land,

buildings, construction in progress, and machinery and equipment. This represents a net increase
of $270,000 prior to depreciation. Total depreciation expense for the year was $221,521. The
following schedule presents capltal asset balances net of depre01at1on for the fiscal year ended
June 30, 2003:

Land $ 72,489
Land improvements § 188,237
Buildings and improvements $ 3,828,783
Machinery and equipment  $ 186,185
Construction in Progress $ 91,473

Total $§ 4,367,167

Significant increases to the capital assets included $91,000 construction in progress for architect ‘
design fees for the new Central Middle School and energy efficient lighting retrofit for the
buildings. .

Debt Administration :
At June 30, 2003, the District had $2,165,091 in general obligation bonds and other long-term

" debt outstanding, of which $140,895 is due within one year. A summary of the District’s
outstanding long-term debt for the year ended June 30, 2003 is presented below:

General obligation bonds $ 1,850,000
Compensated absences $ 183,086
Other post-employment benefits § 132,005

Total $ 2,165,091

The District maintains an “A” rating from Standard and Poor’s for general obligation debt.

-6-



The District’s Future
. The followmg will be major factors in the future of the District

The District w111 begin construction of a new Central Middle School facility in 2003,
funded by $10.2 million in general obhgatlon bonds. A $9.5 million issue was sold in
July 2003 and the remaining $700,000 will be sold in. February 2004.

The District ratified a three-year Collective Bargaining Agreement with the Whlteﬁsh
Educanon Association including a salary schedule increase on the base of 3.5%, 4% and
5%, as well as 10%,.8% and 7% increases in dlStI'lCt-pald health insurance premiums.
The monetary commitments to staff will unpact the District’s budgets s1gmﬁcant1y

Contact for Addltlonal Informatlon

If you have questions about this report or need additional mforma‘uon, contact the Dn’ector of
Business Services at the Whitefish School District, 600 E. Second St., Whitefish, MT 59937,
406-862-8643. '
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SCHOOL DISTRICT NUMBER 9-9
MANAGEMENT'’S DISCUSSION AND ANALYSIS

Our dlscussmn and analysis of the financial performance provides an overview of the government’s financial activities for the flscal year
ended June 30, 2003. Please read it in conjunction with ourfmanc:al statements which begin on page 6.

FINANCIAL HIGHLIGHTS ' ) )

In September 2002, the District issued $606,000 of bonds to refund the 1992 bonds This reduced total future debt service requirements
by $77,731. The net present value of those savings was $43,813. ;

The high school district amended and increased the General fund budget by-$11,590. The amendment was allowed due to an unexpected
increased enroliment. The amendment was funded by direct state aid revenues received from the State of Montana.

Finally, the District's General fund budget increased by approximately $40,000 due to increased entitiement amounts and an increase in
elementary enroliment. Growth in the budget came in spite.of a decline in enroliment at the high school

USING THIS AUDIT REPORT

This audit report consists of a series of financial statements. The Statement of Net Assets and the Statement of Activities provide
information about the activities of the government as a whole and present a longer-term view of the finances. For governmental activities,
fund statements tell.-how these services were financed in the short term, as well as, what remains for future spending. Fund financial
statements also report the government’s operations in more detail than the government-wide statements by providing information about
the most significant funds. The remaining statements provide financial information about activities for which the government acts solely
as a trustee or agent for the benefit of those outside of the government.

OVERVIEW OF THE FINANCIAL STATEMENTS

Government-wide financial statements One of the most important questions asked about the government’s finances is, “Is the school
district as a whole better off or worse off as a resuit of the year’s activities?” The Statement of Net Assets and the Statement of Activities
(pages 6 and 7) report information about the govemment as awhole and aboutits activiti_es in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the accounting method used by most

private-sector companies. All of the current year's revenues and expenses are taken into account regardless of when cash is received or
paid.

B \ .
These two statéments report the net assets and changes in them. You can think of net assets—the difference between assets and
liabilities—as one way to measure the financial health, or financial position. Over time, increases or decreases in net assets are one
indicator of whether the government’s financial health is improving or deteriorating. You will need to consider other nonfinancial factors,

however, such as changes in the property tax base, economy, enrollment and changes in the State’s funding of educational costs to assess
the overall heaith.

Fund ﬂhancial statements The fund financial statements (pages 8 and 10) provide detailed information about the most significant
funds—notthe government as a whole. Some funds are required to be established by State law. Also, the governing body establishes many

other funds to help it control and manage money for particular purposes or to meet legal responsibilities for using certain taxes, grants and
other money. We utilize the following funds:

Governmental funds—Basic services are reported in governmental funds, which focus on how money flows into and out of those
funds and the balances left at year-end that are available for spending. These funds are reported using an accounting method
called modified accrual accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the general government operations and the basic services
it provides. Governmental fund information helps you determine whether there are more or fewer financial resources that can be
spent in the near future to finance programs. We describe ‘the relationship (or differences) between governmental activities
(reported in the Statement of Net Assets and the Statement of Activities) and governmental funds in reconciliations (pages 9 and
11, respectively).

Fiduciary funds—Fiduciary funds are used to account for resources held for the benefit of parties outside the government. .
Fiduciary funds use the accrual basis of accounting. We exclude these activities from the other financial statements because

we cannot use these assets to finance our operations. We are responsible for ensuring that the assets reported in these funds
are used for their intended purposes.

o
THE GOVERNMENT AS A WHOLE

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In our case, assets exceeded
liabilities by $941 443 as of June 30, 2003. The increase in net assets is mainly attributable to increases in taxes and state aid. Taxes

»
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SCHOOL DISTRICT NUMBER 9-9
MANAGEMENT'S DISCUSSION AND ANALYSIS

“increase for two reasons: 1) $44,000 was reappropriated for fiscal year 2002 and in fiscal year 2003, no money was available to
reappropriate and 2) taxpayers approved a voted levy of $20,508. State aid increased due to increased enrollment.

NET ASSETS: 2003 2002 . -
Current and other assets $ 322,856 $ 279,916
Capital assets i 1,214,725 1,314,449

Total assets 1,537,581 1,594,365
Current liabilities 54,114 117,275
‘Long-term liabilities 542,024 606,561

Total liabilities 596,138 723,836
Net assets:

Invested in capital assets, net

of related debt 659,725 724,449

Restricted 116,407 -

Unrestricted 165,311 146,080

Total net assefs, ‘ $. 941443 $ 870!529 .

CHANGE IN NET ASSETS: v
Revenues: ‘

Program revenues:
Charges for services $ 21,757 $ 20,067 -
Operating grants and contributions 205,518 172,061
General revenues:

Taxes y 331,912 229,846

State aid ‘ 506,623 343,385

Other state sources 173,249 174,337

County sources 86,707 99,413

Other - 982

Interest . ‘ 4,139 8513 -
~ Total revenues ) 1,229,905 1,048,604
Expenses: .

Instruction 648,775 543,172

Support services-students 20,364 18,241

Support services-instructional staff 19,511 39,837

Support services-general admin. 53,453 39,830

Support services-administration 44,929 -

Support services-business 69,138 57,217

Operation and maintenance 97,545 - 87,637

Student transportation 74,944 54,753

Food services 53,687 40,644

Extracurricular 39,318 32,212

Depreciation-unallocated . - 59,354

Interest on long-term debt ) 15,964 36,420

Total expenses 1,137,628 1,009,317
Increase in net assets 92,277 39,287
Net assets, beginning 870,529 831,242

Change in accounting principle (47,496) -

Prior period adjustment 26,133 -
Net assets, ending $ 941443 $ 870,529
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SCHOOL DISTRICT NUMBER 9-9
MANAGEMENT'S DISCUSSION AND ANALYSIS

FUND FINANCIAL STATEMENTS » '

The fund financial statements provide detailed information about the major (most significant) funds. To be reported as a major fund, total
assets, liabilities, revenues, or expenditures of an individual fund must be at least 10 percent of the corresponding element total (assets
liabilities, etc.) for all funds. The General fund is always reported as a major fund.

General fund revenues were up over the prior year by approximately $78,000. The increase occurred because no money was available
to reappropriate. As a result of no fund balarice available to reappropriate, the tax levy increased and taxpayers approved a voted levy in
the high school in the amount of $20,508. Additionally, overall enroliment increased, therefore, state sources increased. Expenditures
remained relatively unchanged, with an increase over 2002 of only $25,000 or 3.5 percernt.

The high school district amended and increased the General fund budget by $11,590. The amendment was allowed due to an unexpected
increased enroliment. The amendment was funded by direct state aid revenues received from the State of Montana.

The Diétrict’s General fund budget indreased by approximately $40,000 due to increased entitlement amounts and an increase in
elementary enrollment. Growth in the budget came in spite of a decline in enroliment at the high school :
CAPITAL ASSET AND DEBT ADMINISTRATION

The District made significant additions to capital assets in 2003. These additions included a bus barn and a new heating and boilér system
for the elementary. The District’s capital asset capitalization threshold is $5,000. Items costing less than this threshold are not capitalized.

In September 2002, the District refunded its 1992 bond i issue to take advantage of lower interest rates. The net present value of the savings
was $43,813.

THE GOVERNMENT’S FUTURE

The District is funded mainly by taxes and state aid. Because state aid revenue is based on enroliment, increased changes in enroliment
have had a positive impact on the District's financial picture. Enroliment in the District has risen over the past eleven years and will increase
again for fiscal year 2004. Growth in the Reed Point area is attributable to three new 'subdivisions and the Stillwater Mining Company.
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The changes in net assets (the difference between total assets and total liabilities) over time are one
indicator of whether the District’s financial health is improving or deteriorating. However'you need to -
consider other non-financial factors in making an assessment of the District’s health, such as changes

in enrollment, changes in the State’s funding of educational costs, changes in the economy, changes in
“the District’s tax base, etc. to assess the overall health of the District.

Changes in thz: District’s net assets (rounded to the nearest $1,000) were as follows: .

2004 2003 Change . %
Currerit assets . © $958,000 $873,000 $ 85,000 10%
-Capital assets - net : 2,027,000 2,107,000 - (80,000) -4%
‘ Total assets 2,985,000 2,980,000 5,000 - Q%
Curent liabilities . 24000 44000  (20,000)  -45%
Non-current liabilities 108,000 . 93,000 15,000 16% .
Total liabilities : 132,000 137,000 (5,000) 4%
Net aésets 2,853,000 2,843,000 10,000 0%
Net assets coné{st of:
/ ‘ ) V
Investment in capital assets 2,027,000 2,107,000 (80,000) -4%
Restricted net assets 322,000 235,000 . 87,000 37%
Unrestricted net assets 504,000 501,000 - 3,000 1%

" Net assets - 2,853,000 2,843,000 10,000 - 0%

Current assets increased primarily because of a $152,119 increase in cash and investments, including
increases in the budgeted funds. Property taxes receivable however, decreased by $89,509.

Capital assets decreased $80,000 or 4% because of the accumulated depreciation (page 19). Restricted
net assets increased by $87,000 or 37% because of the carryover in budgeted funds including
transportation, bus depreciation, tuition, technology, retirement, and building reserves.



Changes in program revenues (rounded to the nearest $1,000) were as follows:

2004 2003  Change %
Program revenues:
Federal grants 276,000 308,000  (32,000) -10%
 State funding 101,000 97,000 4,000 4%
. County transportation funding 19,000 18,000 1,000 6%
Tuition and fees - 80,000 - 39,000 41,000 105%
Total program revenue 476,000 462,000 14,000 . 3%

~ Program revenues increased by $14,000 or 3%. Federal revenues decreased by $32,000 or 10%
primarily because of reductions in the 21* Century Grant of $60,000. Title I'increased $25,000.

" Tuition revenues increased by $41,000 because of increased enrollment and rate increases at the Galen

Aware program. _ . , =

Changes in general revenues (_roamded to the nearest $1,000) were as follows: '

2004 2003 Change %
General revenues:
Property taxes , 988,000 - 974,000 14,000 1%
County assistance 190,000 191,000 (1,000) -1%
State assistance 1,239,000 1,267,000 (28,000) -2%
_Investment earnings - 8,000 13,000 (5,000) - -38%
Other revenue 18,000 10,000 8,000 80%
Total general revenue 2,443,000 2,455,000 (12,000) 0%
Total program revenue 476,000 " 462,000 14,000 3%

Total revenue 2,919,000 2,917,000 2,000 0%

General revenues decreased $12,000 primarily due to the reduction in State assistance and the decline
in interest rates, which reduced investment earnings.



Changes in the District’s expenses (rounded to the nearest $1,000) were as follows:

' 2004 2003 Change %

Expenses:
Instructional services 1,181,000 1,061,000 120,000 11%
-Supportive services - , 40,000 113,000 (73,000) -65%
Educational media 72,000 72,000 0 0%
General administration 137,000 137,000 0 0%
School administration 101,000 -~ 106,000 (5,000) - -5%
" Business administration . 60,000 61,000 (1,000) -2%
Operations and maintenance: 311,000 299,000 12,000 - - . 4%
" ‘Student transportation . 109,000 111,000 (2,000) - -2% . _
Special programs . 477,000 381,000 96,000 25%
Vocational programs . 62,000 49,000 13,000 - 27%
After school learning program 167,000 227,000 (60,000) -26%
Extracurricular 147,000 139,000 8,000 6%
Unallocated depreciation - 45,0000 . 54,000 (9,000) . -17%
Total expenses 2,909,000 2,810,000 99,000 4%
Less program revenues 476,000 462,000 14,000 3%
Net expenses 2,433,000 2,348,000 85,000 4%
Less general revenue 2,443,000 2,455,000 (12,000) 0%
. Change in net assets 10,000 107,000 - (97,000)

Supportive Services decreased $73,000 primarily because of costs related to the replacement of the
counselor and reduction in contracted services. Instructional services increased $120,000 or 11%
because of increases in salaries and benefits. The 21* Century after school learning program decreased
$60,000 because of a decrease in the grant allocation. Other changes in expenses were due to a variety
of causes and were not significant. ‘

CAPITAL ASSET AND DEBT ADMINISTRATION

The District’s investment in capital assets, as of June 30, 2004, amounts to $2,027,083 (net of
accumulated depreciation). Capital assets include school buildings and grounds, buses, vehicles, and
other equipment. There were no additions or deletions to capital assets. Depreciation expense for the
year was $80,000, which explains the change in net assets between fiscal years 2003 and 2004. The
District currently has no outstanding debt.

FUND FINANCIAL STATEMENTS

The fund financial statements provide detailed information about the most significant of the District’s
funds. Under this new reporting model, the District is required to provide detailed information for its
major funds.

The major funds are defined as the general fund and other funds where the assets, liabilities, revenues,
or expenditures exceed 10% of total governmental amounts. In 2004, the revenues and expenditures of
the miscellaneous fund exceeded the 10% threshold.



The governmental funds provide a short-term view of the District’s operations. They are reported using
an accounting method called modified accrual accounting, which measures amounts using only cash
and other short-term assets and liabilities (receivables and payables) that w111 soon be converted to
cash or will soon be paid with cash.

 As shown on p: ge 12, the total governmental fund balances increased $164,619 in 2004 as compared
to an mcrease o $10 212in govemment-mde net assets. The dlfference is explained on page 13.

THE FUTUR_E OF THE DISTRICT

The 2005 general fund budget increased insignificanﬂy, less than 1 % or $5,000, above the 2004
budget The District’s enrollment decreased by five on the October 2005 ANB count from the 2004

,,,,,,

fall next year and subsequent years

While the overall expendltures of the District mcreased by $100,000 in. FY 2004, the reduction in the
total levies during the past two years has reduced the financial burden on local taxpayers.

Budget reserve limits are at the allowable maximum. There is not a foreseeable need at this time to .
request funds from reserves. '

A recent order by the Montana Supreme Court and anticipated action by the 2005 Legislative Session
will more clearly address the funding issues of decreasing enrollment and school funding.



Lockwood School District No. 26
Management’s Discussion and k:a&aﬁ of Annual Audit Report
June 30, 2004

Management’s Discussion And Analysis — June 30, 2004

This Management Discussion and Analysis (MD&A) written by the Business szmmna\gmia Clerk and Superintendent of the Lockwood S
provides an overview of the financial position and governmental financial activities for the fiscal year ended June 30, 2004. Please 8& itin
audit report and financial statements.

Certain comparative information between the current year and the ?.5_. year is required to be presented in the MD&A. However, GASB Sta
the omission of this.comparative data in the first year of the adoption of the new reporting model. In future years, when prior-year informati
comparative analysis of government-wide data will be presented.

Financial Highlights For 2004:

The financial position of the school district is basically unchanged as a result of ovﬂ.maonw for fiscal year 2004. ,E:m is substantiated by a no
in net assets, totaling $5,120. :

A 1.2 million dollar Building Reserve Levy was passed by the Lockwood voters. This levy will be collected over a three-year period at $416,
the third three-year 1.2 million dollar levy passed since 1998. This shows a clear commitment by Eo Lockwood voters to support continued
remodeling, construction, and technology in Lockwood Schaols.

B

An $800,000 c,::&nm project for additional classrooms, B:Ew_ﬁ.omo room and storage was started in June 2004. The expected completion
2004. This facility will provide additional classrooms for special &:om:o: and regular programs and areas for group educational activities.
alleviate crowding and improve the _nmEEm environment.

Using This Audit Report

chool District
conjunction with our

ement No. 34 permits
n is available, a

minal overall increase

~

666 per year. This is
maintenance, safety,

date is December
The addition will

Statement No. 34 of the Governmental Accounting Standards Board (GASB) requires the mouﬂm_ format of this report. Components. m:a vc:fo%m of the report are

explained below.
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June 30, 2004

Reporting The District As A Whole

One important p:om:o: asked about school district finances is, “Is the District, as a whole, in a better or worse financial position as a result of the year’s
activities?” The Statement of Net Assets and the Statement of Activities (Pages 10 and 11) report information about the district as a whole and about its activities
in a way that helps answer this question. These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the basis of
accounting used by most private-sector companies. In future years, when prior year information is available, a comparative m:m_va_m of wo<hﬂan=~-€ao. data will
be presented. R .

The change in net assets over time is one indicator of whether the District’s financial health is improving or deteriorating. However, there ar¢ other non-financial
factors that influence the financial health of the school district, such as enrollment changes, changes in how the State of Montana funds educational costs, and
changes in the tax base of the school district. : s

The report includes go district-wide statements that focus on operations of the district as a whole. These statements measure inputs and outflows using an
economic resources measurement focus, and use the accrual basis of accounting: Activities that are fiduciary in nature are not included in these statements.

A. The Statement of Net Assets on Page 10 shows the assets, rmg::am and Em net assets of the school district. The statement categorizes dssets to show that some
assets are very liquid, such as cash and cash equivalents. Some assets are restricted for certain purposes or reserved for emergencies and cash flow purposes. Some
assets are invested in fixed or capital assets, such as buildings, equipment and other long-lived property; and some assets are available to fund budgets of the
following year. Assets exceed liabilities by $5,712,277 as of 6/30/04. Capital assets and restricted net assets compose 72% of the total net assets; 28% are
unrestricted or liquid.

B. The Statement of Activities on Page 11 shows the mB,ocﬁa of program-specific and general school district revenues used to support the various functions
of the school district. 83% of expenditures were supported with general revenues, from taxes and other sources for general school use. 17% of expenditures.
were supported with sources other than taxes, called program revenues. Program revenues for Lockwood Schools include grants and Community Education
fees. -~ 4 ) . .

Lockwood Schools are ao_uonom under Eo category of Governmental Activities: These funds provide a short-term view of the district’s operations. wmm_n services
are reported in governmental funds, which focus on how money flows into and out of those funds and the balances left at year-end that are a ailable for spending.
These funds are reported using an accounting method called modified accrual accounting, which measures cash and other short-term assets and liabilities
@.ooaimv_am and payables) that can readily be converted to cash or will soon be paid with cash. The governmental fund statements provide aldetailed short- 85_
view of the general government operations and the basic services it provides.
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Reporting The District’s Most %m%i\mgi Fi .5%

The fund statements provide detailed information about the funds used by the school district. State law and Generally Accepted >ooo==:=m Principles (GAAP)-
establish the fund structure of school districts. State law generally requires moroo_ districts to segregate money generated for certain specifid purposes, such as
transportation, into separate ?:m accounts.

The fund statements report balances and activities of the most significant or major funds separately and combine activities of less significant funds under a single
category. To be reported as a major fund, total assets, liabilities, revenues, or expenditures of an individual fund must be at least 10 percent pf the corresponding
element totals (assets, liabilities, etc) for all funds. The general fund is always reported as a major fund. - The retirement fund and the building reserve fund are also
considered major funds in our district. The retirement fund and the building reserve fund have accumulated enough cash reserves over the past several years
$315,052 and quougm respectively to be considered major funds.

The Balance Sheet and Statement o». Revenues, Expenditures, and Changes in Fund Balance are shown for governmental funds such as gen 3_ funds, mwoo_w_
revenue funds for transportation and school food service, and capital ccaww funds. These funds use the modified accrual basis of accounting and represent the
majority of the district’s activities and programs. . : )

Fund statements include a reconciliation of the mo<n~=8m~mm_ fund statements to ?o district-wide statements. Most _mmmimoma differences re¢sult from the use of
different presentation bases. The district-wide statements are presented using the accrual basis of accounting and the fund statements for governmental funds use
the modified accrual basis. In addition, general capital assets and general long-term debt are reported in the district-wide statements but not/in the fund statements.

¢

N«.gxa.uw The District’s Sﬁ,ﬁ And Fiduciary Responsibilities

Fiduciary funds: The district is the trustee or fiduciary for the student mx:mnzzaoc_mn fund. This report Eo_canm the activities in a separate Statement of Fiduciary
Net Assets and Changes in Fiduciary Net Assets (Page 16) because the &mﬁﬁ cannot use these assets to fund its operations. The district is responsible for

ensuring these assets are used for their intended purpose.

Budget To Actual Comparisons
The district’s original and final budgets were identical for the year ended June 30, 2004. There were no budget amendments adopted during|the year.

Variances were determined by functionality and reported as significant if there was a variance greater than five percent between budget and|actual. There was a
significant negative variance of $54,293 between the final expenditure budget and actual expenditures for support services. This variance ig the result of: a)
Paying for more of staff development costs for salary and travel from general funds instead of grants due to reductions in grants; b) Paying $5,000 additional for
technology salary due to delayed e-rate payment; c) Spending year-end budget positive variances available from other functions due to health insurance costs and
utilities costs being less than anticipated for additional library supplies and technology supplies and minor equipment. v ,




Lockwood School District No. 26
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June 30, 2004

The District As A Whole

As noted earlier, net assets may serve over time as a useful indicator of a

of $5,120.

Net Assets:

" Current assets

Capital assets - net

. Total assets

Current liabilities
Non-current liabilities

Total :m_\&::om

Net assets:

Invested in capital assets, net of related debt

- Restricted
Compensated absences
Unrestricted

Total b& assets

S

government’s financial position. The district experienced a minor it

2,233,412
4,072,262

6,305,674

140,415
452,982

593,397

4,072,262

57,209
11,582,806

5,712,27

hcrease in net assets -
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Combined ending fund balances for all funds increased by $61,622. Revenues and transfers in exceeded expenses in that amount. Details of

major funds are explained below:

Revenues:

Program revenues:
Charges for services
Federal grants
State program funding
Other

Total program revenues

General revenues: .
Property taxes
County retirement distribution
State aid
Interest
Other -

' Total general revenues
Expenses:

Regular pograms
Special programs

 Vocational programs

Adult education

Supporting services
Operations and maintenance
Student transportation

Food services
Extracurricular

Total expenses

1,892
945,389
330,344

_ 147,025
1,424,650

2,335,659
643,645
3,621,632

32,711
40,956

6,674,603

3,810,023
591,457
194,556
4,928
1,705,061
952,604
316,293
486,924

35,287
8,097,133

the changes in the
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The fund balance of the General Fund decreased approximately $114,442 _un_\:.wn_% due to liquidation of prior year encumbrances. General Fund expenditures
exceeded prior year by approximately 8.9% due to salary increases, increased staffing, increased health insurance costs, and liquidation of 2002-03 encumbrances

Retirement Fund Balance decreased $29,727 due to insufficient

tax collections in the amount of $43,000 by Yellowstone County to fund the
distribution for retirement. . ,

Building Reserve Fund Balance is $168,759 greater than last w&wn due to revenues exceeding expenditures in that amount. We were building

purpose of starting the classroom addition capital building project.

Capital Assets

Capital Assets — The district’s investment in capital assets as of June 30, 2004, totaled $4,072,262. This investment in capital assets include:
improvements, buildings and improvements, machinery and equipment and construction in progress. The following schedule presents cap:
of depreciation for the fiscal year ended June 30, 2004: :

Land . $ 277,490

Land Improvements $ 609,438

Buildings & Improvements $ 2,981,280

Machinery & Equipment $. 136,875

‘Construction in Progress 3 67,179 w
TOTAL . 8 4,072,262 )

The net increase to the district’s assets was $214, 167, which included: adjustments to reflect a change in capitalization policy and a physical
sprinkler system, paving the front parking lot, middle school office remodeling, purchase of a copy machine and tractor/mower, and the $67
construction-in-progress is reflective of the architect and permit fees expended to begin the project. Depreciation expense for the year amou

Debt Administration

;

countywide

resources for the

land, land
al asset balances net

inventory count,
179 reported under
nted to $225,746.

Debt Administration: The district is in a very healthy position with regard to Esm.a:s liabilities. We have no omES_ leases outstanding, nor any outstanding

bonds. The only long-term liability of the district is for the future payout of vacation leave, sick leave, and termination/severance pay for all
district in the amount of $453,600. This amount of the liability increased $16,131 over last year mainly due to increased salaries. ’

The Future Of The District

employees of the '

Lockwood experienced an increase in Average Number Belonging of 41 students over the prior year, so ?:&:m from state sources will be increased. The increase

of ANB is helpful in maintaining the elementary programs of the district. It is the expectation that enrollment at Lockwood Schools will gro

w in the near future,

because there are some significant housing developments under construction in the community.
: A
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The Lockwood voters passed the General Fund mill levy in the amount of $78,720 for the purpose of proper maintenance and operation of the school programs for
_the 2004-2005 school year. The hoowioom community is very supportive of the school and Ea% have passed the General Fund Levies in seven of the last eight

years.

Classroom Addition funded via the Building Reserve Levy: As a result of this levy and the previous three-year Building Reserve Levy (2001

-04) we have started

a building project to add six classrooms, a multi-purpose room, storage, and two bathrooms. This project will add approximately 11,000 square feet of much

smomoa%moomonoacomaonw_mossﬁammummoagmooo_uﬂm:émnm;owoo_?omﬂmaﬁﬁﬁawoﬁm:m@:._mg.&5&:852«8;530
approximately $800,000-$850,000 to the omv:m_ assets of the district. : ;

ect will add

The Lockwood School Board has established a Growth Committee to research and review proposed maoﬁr in Eo community and recommend a plan of

. %<o_ov5ma for future educational needs. .




