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October 26, 2013

To: President Smith, Members of the Board of Education, and the Patrons of the Box Elder
School District:

State law requires that school districts publish, within five months of the close of each fiscal
year, a complete set of financial statements presented in confol ity with generally accepted
accounting principles (GAAP) and audited by a firm of licensed C tified Public Accountants in
accordance with auditing standards generally accepted in the United States of America.
Pursuant to that requirement, we hereby issue the annual finai ial report of the Box Eider
School District (District) for the fiscal year ended June 30, 2013.

These statements are designed to meet the needs of a broad spectrum of readers of financial
statements and are divided into three major sections:

¢ Introductory section — Introduces the reader to the report and includes this transmittal letter,
the organizational chart of the District, the list of elected and appointed officials, and a map
of precincts of the Board of Education.

¢ Financial section — Consists of the independent auditor’s repc , management’s discussion
and analysis, the basic financial statements, and combining a | individual fund statements
and schedules.

o Statistical section — Contains substantial financial information, but presents tables that differ
from financial statements in that they present non-accounting data, cover several years, and
are designed to reflect social and economic data and financial and fiscal trends as well as
the fiscal capacity of the District.

Internal controls This report consists of management’s representations concerning the finance
related internal controls of the District. Consequently, management assumes full responsibility
for the completeness and reliability of all of the information presented in this report. To provide
a reasonable basis for making these representations, management of the District has
established a comprehensive internal control framework that is designed both to protect the
District's assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the District’s financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the District's comprehensive framework of
internal controls has been designed to provide reasonable, rather than absolute, assurance that
the financial statements will be free from material misstatement. As management, we assert
that, to the best of our knowledge and belief, this financial report is complete and reliable in all
material respects.

Independent audits Wiggins & Co. P.C., a firm of licensed Certified Public Accountants, has
audited the District’s financial statements. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the District for the fiscal year ended June
30, 2013 are free of material misstatement. The independent audit involved examining, on a
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test basis, evidence supporting the amounts and disclosures in the financial statements;
assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was a reasonable basis for rendering an unqualified opinion
and that the District’s financial statements for the fiscal year ended June 30, 2013 are fairly
presented in conformity with GAAP. The independent auditor’'s report is presented as the first
component of the financial section of this report.

The independent audit of the financial statements of the District was part of a broader, federally
mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The
standards governing Single Audit engagements require the independent auditor to report not
only on the fair presentation of the financial statements, but also on the audited government’s
internal controls and compliance with legal requirements, with special emphasis on internal
controls and legal requirements involving the administration of federal awards. These reports
are available in the District’s Single Audit Section of this report.

Management’s ~*scussion and analysis GAAP requires that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form of
management’s discussion and analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in connection with it. The District's MD&A can be
found immediately following the report of the independent auditors.

District profile The District was created by a resolution of the Box Elder County
Commissioners on June 20, 1907. The District is a legally separate entity enjoying all rights and
privleges accorded political subdivisions in the State of Utah. The District is fiscally
independent. Policymaking and legislative authority are vested in the Board of Education
consisting of seven members. The Board of Education is responsible, among other things, for
developing and adopting policy, adopting the budget, levying taxes, incurring bonded debt,
supervising committees, and hiring both the superintendent and business administrator. The
superintendent and business administrator are responsible for carrying out the policies of the
Board of Education and oversee the day-to-day operations of the District. The Board of
Education is elected on a non-partisan basis. Board members serve four-year staggered terms
with no more than four board members elected every two years.

The major purpose of the District is to provide public education for those who reside within the
boundaries of the District, which are congruent with boundaries of Box Elder County. To
accomplish this purpose, as of Fall 2013, the District operates two traditional high schools
(grades 10-12), two middle schools (grades 8-9), two intermediate schools (grades 6-7), and 14
elementary schools (grades k-5). The District also operates three schools in the far western
area of the county, which are designated as Necessarily Existent Small Schools (NESS). These
schools have enrollments of 10 to 47 students and provide instruction for classes ranging from
kindergarten through tenth grade. In addition, the District operates an alternative high school,
Dale Young Community High School. As of October 1, 2013, the District had an enroliment of
11,129 students.

Budgetary control The District adopts an annual budget for its funds. This budget acts as the
financial operating plan for the entire year. Revisions may be implemented during the year
authorizing a larger appropriation of available resources through a public hearing and approval
from the Board.



All annual appropriations lapse at fiscal year end with the exception of those indicated as
committed against the fund balance. During May of each year, the superintendent submits to
the Board a proposed operating budget for the next fiscal year commencing July 1%. This
budget includes proposed expenditures and the means of financing them. Also included is the
final budget for the fiscal year ending June 30™.

If the district does not propose to exceed the certified tax rage, a public hearing is held prior to
June 22" at which the budget is formally adopted by resolution of the Board after public input. If
the District proposes to exceed the certified tax rate, the budget is formally adopted in August
when data is available to set the rates.

The District’s fiscal 2013 balances along with anticipated revenues are sufficient to meet the
fiscal 2014 budget as presented to the public in June of 2013.

Economic condition and ¢-**'~~"- The economic prospect for the District is largely dependent
on state aid, which has declined over the past five years from 62% to 52% of general fund
revenues. Since 1988, the State of Utah has been able to end each fiscal year with a surplus.
However, from fiscal years 2002 through 2004, the rate of Utah’s economic growth slowed.
Fiscal years 2006 and 2007 were more robust with healthy surplus balances. Tax receipts for
the State of Utah have been gradually recovering since the recession and Public Education has
been the recipient of a generous effort by lawmakers and the governor, to be held harmiess in
budgeting.

The Certified Tax Rate Valuation for Box Elder County has increased by 57.91% over six years
from 2006 to 2012. The construction of the Proctor & Gamble manufacturing facility and the
Ruby Pipeline will serve to increase property values over the next few years despite a loss of
$73,000,000 taxable value with the shutdown of ATK’s production facilities. Total non-farm
payroll in the county has decreased from $738,870,420 in 2006 to $588,358,461 in 2011.

(-16.5%) (Utah Division of Work Force Services) Median household income increased from
$50,231 to $55,588 (10.6%) over the same period. (US Dept. Commerce census figures)

©4..d-mt ~pr~t—=~nt Enroliment has declined from a high of 11,320 in the October 1% count in
Tyys 10 11,129 In 2013, which is 130 students more than last year. The district is still recovering
from the student loss as a result of the opening of the Promontory School of Expeditionary
Learning, K-8 Charter School, in Perry, Utah. As of October 1, 2013, some 396 students
enrolled in the charter school who were attending our schools last year.

The state school finance program for fiscal 2013 provided every Utah school district with a basic
operation program of $2,899 per weighted pupil unit (WPU), plus added amounts for other
special programs and grants. Below is a historical review of WPU values for the past five years.

ZUUo-uyY Z,011 P03 Z.4470
2009-10 2,577 $0 0%
2010-11 2,577 $0 0%
2011-12 2,816 $239 8.49%
2012-13 2,899 $83 2.86%




Cash _management and inver*~—--*s The District utilizes the Utah Public Treasurer’s
Investment Fund (UPTIF) as a cash and investment pool as well as a Zions Bank Liquid Asset
Management (LAM) account, both of which are available for use by all funds. The UPTIF is an
external deposit and investment pool shared by various governmental entities in the State in
which monies are pooled to improve investment efficiency and yield. These funds are invested
primarily in money market securities and contain no withdrawal restrictions. As such, the
monies invested in this fund are not insured and are subject to the same market risks as any
similar investment in money market funds. The LAM account invests in similar state money
management council approved investments.

Both investments comply with the provisions of the Utah Money Management Act. This law
requires the depositing of funds in a “qualified depository” which is defined as any financial
institution whose deposits are insured by an agency of the Federal government and which has
been certified by the Commissioner of Financial Institutions as meeting the requirements of the
Act and adhering to the rules of the Utah Money Management Council.

The Money Management Act also defines the types of securities allowed as appropriate
temporary investments for the District and the conditions for making investment transactions.
The District considers the actions of the Money Management Council to be necessary and
sufficient for adequate protection of its uninsured bank deposits.

ni-t- —---qem~=* The District participates with an equity position in the Utah School Boards
Risk Management Mutual Insurance Association to cover its workers compensation risks.
Unemployment compensation is handled on a cost of benefits reimbursement basis with the
State of Utah. The District also participates in the State Risk Management system for property
and liability insurance. This is a pooled arrangement where the participating entity’s annual
premiums are designed to pay claims and build sufficient reserves to allow the system to protect
participants with its own capital. The pool reinsures excess loss to preserve the capital base.

Acknowledgements We express our appreciation to everyone in the business department and
the Superintendent’s office who assisted in the preparation of this report. We also thank the
members of the Board of Education for their interest and support in conducting the financial
affairs of the District in a responsible and progressive manner.
Respectfully submitted,

Ronald F. Wolff

Superintendent







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 activity, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of Box Elder School District as of June 30, 2013, and the respective changes in
financial position and cash flows, where applicable, thereof and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting
principles generally acce ‘ed in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 8-13 be presented to supplement the basic
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 Box Elder School District’s basic financial statements. The
introductory section and combining and individual nonmajor fund financial statements are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is also not a required part of
the basic financial statements.

The combining and individual major and nonmajor fund financial statements and the schedule of
expenditures of federal awards are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial
statements. Such 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 basic financial statements or to the financial statements themselves, and other




additional procedures in accordance with auditing standards generally accepted in the United
States of # rica. In our opinion, the information is fairly stated in all __.terial respects in
relation to the financial statements as a whole. The introductory section has not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly,
we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards we have also issued a report dated October
26, 2013, on our consideration of Box Elder School District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and on compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results

of our audit.
L{f (o P

Brigha: ty, Utah
October 26, 2013



Management’s Discussion and Analysis

As the management of the Box Elder School District (District), we offer readers of the District’s financial
statements this narrative discussion, overview, and analysis of the financial activities of the District for the
fiscal year ended June 30, 2013. We encourage readers to consider the information presented here, in
conjunction with additional information that we have furnished in our letter of transmittal, which can be
found on pages | - 4 of this report.

Financia®" " ~hlights

The District categorizes its revenues in three groups by source, federal, state, and local. Federal revenues
include categorical funding for special programs, grants, and other specifically designated purposes. State
revenues include categorical funding as described above, enrollment based funding using weighted pupil
units (WPU), and other funding which is distributed by various formulas designed to assure an equitable
allocation among all districts in the state. Local revenues are derived from property tax, tuition, other fees
and charges, and interest income.

On November 6, 2007, District patrons approved a $70,000,000 bond issue for the purpose of purchasing one
or more school sites, buildings and furnishings and improving existing school property. On August 27, 2008,
$25,000,000 of that authorization was issued at a premium of $597,277.25 and construction/refurbishing of
the District’s two high schools began. An additional $31,000,000 issue was closed on June 17, 2009 at a
premium of $618,633.00. Those projects were completed during the Fiscal Year ending June 30, 2011. At
the meeting of October 12, 2011, the Board adopted a Parameters Resolutior n preparation for the sale of
the remaining $14,000,000 to complete the elementary school projects. The ....e was held on November 9,
2011 and the District received a premium of $1,864,248.90 on the sale. The premium received on the sale of
these three issues has allowed the District to replace the gym at the Box Elder Middle School and to build a
replacement for the elementary school at Snowville. In addition, the Municipal Building Authority (MBA)
sought and received an additional $3,000,000 through a Qualified School Construction Bond (QSCB).
Zions Bank purchased the entire issue at par but with an interest rate of 0%. That funding has been applied
to the construction of the Fielding Elementary school. The Snowville School and Box Elder Middle School
Gym projects were both completed in the 2013 fiscal year.

™--view 0°“~~ Finan-*-' ““atements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise 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.

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 on all of the assets and deferred outflows and liabilities
and deferred inflows of the District, with the difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.

The Statement of Activities presents information showing how the net position of the District 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 the related cash flows. Thus, revenues and expenses are




reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.
uncollected taxes and earned but unused vacation leave).

The Government-wide financial statements can be found on pages 14 and 15 of this report.
o= £E--—--1 statements A fund is a group of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, 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: government funds,
proprietary funds, and fiduciary funds.

Governmental fur - Governmental funds are used to 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 inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating the government’s near-term financing requirements.

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 funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The District maintains six 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, the Debt Service Fund and the Capital Projects Fund, all of
which are considered to be major funds. Data from the other three governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements elsewhere in this report.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the General Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 16 — 20 of this report.
Proprietary funds Proprietary funds are used to account for the business-type activities, such as leasing

buildings or equipment, which may properly be conducted by the governmental entity. Proprietary funds are
reflected in the government-wide financial statement.

The District uses a proprietary fund to account for the activities of the Municipal Building Authority. The
basic proprietary fund financial statements can be found on pages 21 - 23 of this report.

Fiduciary funds Fiduciary funds are used to account for resources held for the benefit of parties outside the
governmental entity. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of those funds are not available to support the District’s own programs.

The District uses an agency fund to account for resources held for student activities and groups. The basic
fiduciary fund financial statement can be found on page 24 of this report.
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" A Component Unit is a distinct legal entity separate from the District, the resource of
which 1s dedicated to furthering the interests of the District. These funds are not reflected in the
government-wide financial statements because the resources of those funds are not available at the District’s
discretion. However, since those resources are dedicated to furthering the interests of the District the
financial statements of the Box Elder County School District Foundation are presented as a component unit.
*-4-3_to the financ*~" st~*-—-—*- The notes provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 25-50 of this report.

~<*-- ‘nformation The combining statements referred to in connection with non-major governmental funds
and internal service funds are presented immediately following the notes to the financial statements.
Combining and individual fund statements and schedules can be found on pages 53-57 of this report.

sl —ent-wide Financial Ar -"sis

As noted earlier, net position may serve as a useful indicator of a government’s financial position over time.
The District assets and deferred outflows exceeded liabilities and deferred inflows by $111,812,887 at the

close of the most recent fiscal year.
BOX EDER SCHOOL DISTRICTS Net Position

__ 7 -mmental Activities Business-type Activities Total
w3 2012 2013 2012 2013 2012

Capital and other assets $ 84335376 § 84323850 $ 321968 $ 324524 $§ 84657344 $ 84648374

Capital assets 125,825,602 126,023,768 2,932,081 2,968,945 128,757,683 128,992,713

Total assets 210,160,978 210,347,618 3,254,049 3293469 ° 213415027 0 213,641,087

Other Liabilities 7,392,767 8,610,296 - - 7,392,767 8,610,296

Long-term liabilities outstanding [ I 67,247,939 2,786,00" n e ann 7o nn 258 70,247,939

Total liabilities 7 75858235 "o nne 3,UU0U0UUU 13,192,025 v 78,858,235

Deferred Qutflows (Uneamed Property Taxes) 21,942,000 27,853,832 - 27,942,066 27,853,832

Total Liabilities and Deferred Qutflows 98,348,091 103,712,067 2,150,U0V 3,000,000 101,134,091 106,712,067
Net position:

Invested in capital asssets,net of related debt 71,864,319 67,923,768 71,864,319 67,923,768

Restricted 39,400,293 36,468,089 39,400,293 36,468,089

“ ‘cted 548,275 2,243,694 468,049 293,469 1,016,324 2,537,163

1et positi 11,812,887 § 106,635,551 § 468,049 $§ 293469 $ 112280936 $ 106,929,020

The largest portion of the District’s net position (60%) reflects its investment in capital assets (e.g. land,
water stock, buildings and improvements, furniture and equipment), less any related debt (general obligation
bonds payable and obligations under capital leases less unspent bond proceeds) used to acquire those assets
that is still outstanding. The District uses these capital assets to provide services to students; consequently,
these assets are not available for future spending. Although the District’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the District’s net position (40%) represents resources that are subject to external

restrictions on how they may be used. The remaining balance of unrestricted net position, $548,275 may be
used to meet the District’s ongoing obligations to students, employees, and creditors.
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BOX ELDER SCHOOL DL ______ _ Changes in Net Position

Governmental Activities Business-type Activities Total
o 2012 2013 T 2013 2012
Revenues:
Programrevenues:
Charges for services $ 6912024 §$ 6,472,370 $ - $ 6,912,024 § 6,472,370
Operating grants and contributions 23,137,279 26,458,547 23,137,279 26,458,547
Capital grants and contributions 13,464 1,137,484 13,464 1,137,484
General revenues:
Property taxes 33,210,405 30,491,905 33,210,405 30,491,905
Federal and state aid not restricted to
specific purposes 27,668,024 27,618,825 27,668,024 27,618,825
Earings on investments 762,437 731932 283 20,377 762,720 752,309
Gain (loss)on sale of assets 42,493 (202,420) 42,493 (202,420)
Total revenues 91,746,126 92,708,643 283 20,377 91,746,409 92,729,020
Expenses:
Instructional services 46,938,190 46,706,541 46,938,190 46,706,541
Supporting services:
Students 2,137 811 2,236,476 2,137,811 2,236,476
Instructional staff 1,363,773 1,573,633 1,363,773 1,573,633
District administration 676,940 626,874 676,940 626,874
School administration 4,581,746 4,760,481 4,581,746 4,760,481
Business 2,174,953 1,809,489 2,174,953 1,809,489
Operation and maintenance of facilities 6,873,260 6,763,332 6,873,260 6,763,332
Transponation 4,414,699 5,006,081 4,414,699 5,006,081
Non-instructional services 1,835,006 1,811,979 1,835,006 1,811,979
Community services 1,752,830 1,732,207 1,752,830 1,732,207
Student Activities 3,193,005 2,878,836 3,193,005 2,878,836
School food services 5,016,215 4,763,490 5,016,215 4,763,490
Capital outlay 3,257,572 4,161,392 3,257,572 4,161,392
Interest on long-term liabilities 2,352 1,226,629 2,352,790 2,226,629
Total expenses 86,568, /vy 0/,057,440 - - "7 773790 877

Business Type Activities:

Municipal Building Authority - 174,297 - -
Excess of revenues over expenditures 5ot ~651,203 174,580 20,377 5,351,916 5,671,580
Change in net position 5,117,350 5,651,203 174,580 20,377 5,351,916 5,671,580

Net position-beginning-as restated 106,637 7" nnnnt348 293,469 273,092 106,929,020 101,257,440

Net position-ending > 11181200/ 3 1v0005551 § 468"~ nonrn _5" PrAsnnans @ ansannann

At the end of the current fiscal year, the District is able to report positive balances in all three categories of
net position, both for the District as a whole, as well as for its separate governmental activities. This status is
consistent with that of the prior fiscal year.

The total net position of the District grew by $5,351,916 during the fiscal year. This is due to the new
construction projects, prudent budgeting and careful management of the District’s funds.

Financi * © " ° fthe District’s Funds

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

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. The fund balance is divided between non-spendable, restricted, committed, assigned and
unassigned balances. The District has portions of the assigned fund balance to set resources aside for certain
government-wide liabilities that are not recognized in the governmental funds. State law allows for assigned
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balances in the General Fund to be appropriated in the following year’s budget. Fund balances of capital
projects and other governmental funds are set aside by state law to be spent for the purpose of the fund and
are not available for spending at the District’s discretion.

The General Fund is the chief operating fund of the District. At the end of the fiscal year, the unassigned
fund balance was $3,116,551. The Governmental Accounting Standards Board (GASB) Statement #54 has
established a requirement for categorization of the fund balances that combines the former designations of
Undistributed Reserve and Unappropriated balances together in a new category, named Unassigned. This
category has a combined balance of $3,116,551 which includes the Undistributed Reserve, or ‘Rainy Day”
fund established and reserved by Board action in the amount of $2,320,000. The total fund balance was
$8,376,856. The unassigned fund balance increased by $51,485 while the total fund balance decreased by
$1,250,903 during the current fiscal year. Key factors in this change are as follows:

e The decrease in unassigned fund balances is due to expenditures exceeding revenues.
o The decrease in fund balance occurs as the programs adapt to shrinking revenues.

Expenditures for general District purposes totaled $65,749,634, an increase of 3 % over the previous year.
Instructional services represent 65.6% of general fund expenditures.

The General Fund balances have been assigned or restricted for the following purposes:

e Assignment for undistributed reserve of $2,320,000 or 3.7% of General Fund budgeted revenues. As
allowed by state law, the District has established reserves within the General Fund, which are set aside
for contingencies or possible reductions in state funding. These funds are not to be used in negotiation or
settlement of contract salaries. The maintenance of a sufficient reserve is a key credit consideration in
the District’s bond rating. State law limits such reserves to 5% of general fund budgeted revenues.

e Restriction or assignment for programs of $5,260,305. Fund balance within the General Fund is
restricted or set aside to pay for assigned purposes, commitments and program activities at June 30, 2013
that will be re-appropriated and honored during the subsequent year.

General Fund salaries totaled $38,761,996, while the associated fringe benefits of retirement, social security,
unemployment, worker’s compensation, and health and accident insurance added $17,116,247 in wage
related expense, which taken together accounts for 84.9% of General Fund expenditures.

The Capital Projects Fund has a total balance of $27,917,782, all of which is reserved for acquisition of
capital assets and purchase of construction supplies and related expenditures. These funds will also be used
for some of the expense related to the ongoing major construction projects and other major capital
maintenance.

The School Lunch Special Revenue Fund balance of $819,290 includes $129,466 for inventories. The entire
balance is to be used for the school lunch program.

The Box Elder County School District Foundation received income in the form of grants, contributions, and
earnings on investments of $60,923, which is an decrease of $16,827 over the previous year.

General Fund Budgetary Highlights

The amount expended was $2,078,413 less than the final budget or 3% of total general fund expenditures.
Final revenues were lower than final budgetary estimates by $3,458,944 or 5.3%

12
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Capital Assets The capital projects fund is used to account for the costs incurred in acquiring and improving
sites, constructing and remodeling facilities, and procuring equipment necessary for providing educational
programs for all students within the District.

The District operates schools in twenty-three locations with administrative and maintenance facilities at three
separate sites. These buildings total more than 1,732,139 square feet and are spread across an area of 5,723
square miles, which is more than any of the three smallest states. These structures and their additions have
construction dates ranging from 1912 to 2013.

Additional information on the District’s capital assets can be found in Note 4 to the basic financial
statements.

™ok 4 A--f9jstration

The general obligation bonded debt of the District is limited by state law to 4% of the fair market value of the
total taxable property in the District, which was $4,001,482,826. Therefore, the legal debt limit at June 30,
2013, is $160,059,313. General obligation debt at June 30, 2013 was $53,750,000 resulting in a legal debt
margin of $106,309,313.

Additional information on the District’s long-term debt can be found in Note 6 to the basic financial
statements.

Chanl_:__ ".‘_.__-II._-enA. [ELPS RLEPY R ) 1P L

The components of changing enrollment are migration and the kindergarten-to-grade-12 (K-12) differential.
The K-12 differential is the variance in the number of kindergarten students entering and the number of grade
12 students leaving the District in a given year.

Enrollment in the District has been consistently declining since 1993, from a high of 11,320 to the present
level of 11,131, as compared to last year’s enrollment of 11,187. After four years of slightly increasing
enrollment, this interruption may signal a change in the recent trend. However, if the birth and migration
trends of the past five years prevail, student population could increase to the 1993 enrollment of 11,320 in
the next two years. Any increase in student population will also increase basic funding from the state. Much
of that growth has been blunted by the recent opening of the Promontory School of Expeditionary Learning
(a charter school) in Perry, Utah.

Re-~-"t- “~~=*-~pation

This financial report is designed to provide a general overview of the Box Elder School District’s finances
for all those with an interest in such matters. Questions concerning any of the information provided in this
report or requests for additional financial information or copies of the separately issued Foundation report
should be addressed to the Office of the Business Administrator, Box Elder School District, 960 South Main,
Brigham City, Utah 84302-3162.

13
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BOX ELDER SCHOOL DISTRICT
STATEL.._NT OF NET POSITION

Assels:
Cash and cash equivalents
Investments
Recemvables:
Taxes
Accounts
Intergovernmental
Deposits
Inventories
Restricted cash and cash equivalents
Capttal assets:
Land, construction in progress, and water stock
Other capital assets, net of depreciation
Total assets

Liabilities and Deferred Outflows of Resources:
Accounts payable
Contracts and retamage payable
Deposits payable
Accrued iterest
Accrued salaries and benefits
Due to clubs
Unearned revenue
Noncurrent liabilities:
Due within one year
Due in more than one year
Total Labilties

Deferred Outflows of Resoucres:
Unearned property taxes

Total liabilities and deferred outflows of resources

Net Posttion:
Invested in capital assets, net of related debt
Restricted for:

Non-expendable amounts:
School food services mventory
Endowments

Expendable amounts:

State and other programs

Non K- 12 programs

Student activitics

School food services

Debt service

Capital projects

Foundation programs
Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement.
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JUNE 30, 2013
Primary Governm~-*
Uovernmental Business- Type Component

Activitics Activities Tot~! Unit
$ 46,737,939 $ 321,968 $ 47,059,907 $ 126,038
7,381,686 - 7,381,686 323,448
27,942,066 - 27,942,066 -
131,789 - 131,789 1,374
1,942,430 - 1,942,430 -
70,000 - 70,000 -
129,466 - 129,466 -
- 248 248 -
12,082,625 - 12,082,625 -
_ 11 Tan an 2,931,8°" 116,674,810 -
A0 oten “"8_ 3’254’049 213’4]5’027 AENn 0L
685,891 - 685,891 21,742
197,557 - 197,557 -
320,392 - 320,392 -
1,077,281 - 1,077,281 -
3,958,720 - 3,958,720 -
1,152,926 - 1,152,926 -
4,260,000 214,000 4,474,000 -
_ f°753.258 2,572,000 61,325,258 -
70,406,025 2,786,000 73,192,025 21,742
27,942,066 - 27,942,066 -
98,348,091 2,786,000 101,134,091 21,742
71,864,319 - 71,864,319 -
129,466 - 129,466 -
. - - 34,900
7,600,678 - 7,600,678 -
188,470 - 188,470 -
521,697 - 521,697 -
689.824 - 689,824 -
8,087,458 - 8,087,458 -
22,182,700 - 22,182,700 -
- - - 358,081
548,275 468,049 1,016,324 36,137
§ 1''°72,887 $ 468,049 § 1'""°" 936 c 429,118



Functions

BOX I DER SCHOOL DIST ICT
STATEMEN OF ACTIVITIES
FOR THE YEAR EN ED JUNE 30, 2013

Program Revenues

Net (Expense) Revernue and Changes m Net Assets

Governmental activities:
Instructional services
Supporting services:
Students
Instructional staff
Distnict admimistration
Schoo! admmistration
Business
Operation and maintenance of facilities
Transponation
Communtty services
Normstructional services
Student activities
School food services
Facilities acquisitior/construction/operation
Interest and fiscal charges on long-term
liabilities
Total governmental activities
Busmness-type activities:
Municipal Bulding Authority
Total prmary government
Component unit:
Box EMer School District Foundation

Operating Capital Grants Primary Government Component Unit
Charges for Grants and and Governmental Busmess-type Box EMer School
Expenses Services Contributions Contrbutions Activities Activities Total District Foundation
$46,938,190 $§ 2153402 314936472 3 - $ (29.848316) $ - $ (29,848,316) 3 -
2,137,811 483,722 18,516 - (1,635,573) - (1,635,573) -
1,363,773 - 11,481 - (1,352,292) - (1,352,292) -
676,940 - - - (676,940) - (676,940) -
4,581,746 - - - (4,581,746) - (4,581,746) -
2,174,953 - - - (2,174,953) - (2,174,953) -
6,873,260 - - - (6,873,260) - (6,873,260) -
4,414,699 102,509 2,672,813 - (1,639,377) - (1,639,377) -
1,752,830 382,542 - - (1,370,288) - (1,370,288) -
1,835,006 163,597 1,198,477 - (472,932) - (472,932) -
3,193,005 2,332,162 836,633 - (24,210) - (24,210)
5,016,215 1.201,570 3,462,887 - (351,758) - (351,758) -
3,257,572 92,520 - 13,464 (3,151,588) - (3,151,588) -
2,352,790 - - - (2,352,790) - (2,352,790) -
86,568,790 6,912,024 23,137,279 13,464 (56,506,023) - (56,506,023) -
188,412 213,909 148,800 - - 174,297 174.297 -
86,757,202 7,125,933 23,286,079 13,464 (56,506,023) 174,297 (56,331,726) -
68,588 - 59,469 - (9,119)
General revenues:
Property taxes levied for:
Basic rate 6,762,165 - 6,762,165 -
Voted keway 2,262,761 - 2,262,761 -
Board local leeway 6,803,289 - 6,803,289 -
Debt service 7,897,428 - 7,897,428 -
Capital outhy 9.484,762 - 9,484,762 -
Federal and state aid not restricted to specific purposes 27,668,024 - 27,668,024 -
Eamings on investments 762,437 283 762,720 1,454
Gain (loss) on sale of assets 42,493 - 42,493 -
Total general revenues 61,683,359 283 61,683,642 1,454
Change in net assets 5,177,336 174,580 5,351,916 (7,665)
Net position - beginning of year - as restated 106,635,551 293,469 106,929,020 436,783
Net position - end of year $ 111,812,887 3 468,049 $ 112,280,936 3 429,118

The notes to the financial statements are an integral part of this statement.

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2013
Major Fu-~
- Other Total
Capital Governmental Governmental
G ! Debt Service Projects Funds Func-
Assets: T
Cash and cash equivalents $11,517,329  $ 9,074,470  $24,757375 $ 2,321,971 $ 47,671,145
Investments 2,794,274 - 4,587,412 7,381,686
Receivables:
Taxes 13,030,023 6,812,475 8,099,568 - 27,942,066
Account 119,501 - 12,288 131,789
Intergovernmental 1,534,969 - - 407,461 1,942,430
Restricted cash and cash equivalents - - - - -
Deposits 70,000 - - 70,000
Inventory - - - 129,466 129,466
Total Assets $29,066,096  $ 15,886,945 $37,444355 § 2,871,186 $ 85,268,582
Liabilities, deferred nflows of resources and fund balances:
Liabilities:
Accounts payable $ 623,920 $ - $ 20,871 $ 41,100 $ 685,891
Contracts and retainage payble - - 197,557 - 197,557
Deposits payable 1,253,598 - - - 1,253,598
Due to clubs - - - 1,152,926 1,152,926
Accrued salaries and benefits 3,811,017 - - 147,703 3,958,720
Unearned revenue 1,970,682 987,012 1,208,577 ) 4,166,271
Total Liabilities 7,607 ne7oI12 1,427,005 1,341,729 11,414,963
Deferred Inflows of Resouces:
Unearned property taxes 13,030,023 6,812,475 8,099,568 - "7 042 066
Total Liabilities and Deferred Inflows of Resources 20,680 °4" 7NN 87 9,526,573 1241 0 reasTmon
Fund Balances:
Non-spendable:
Inventories - - - 129,466 129,466
Restricted:
State programs 1,865,596 - 5,735,082 - 7,600,678
Debt service - 8,087,458 - 8,087,458
Other programs - - - -
Committed:
Capital projects 5,838,736 - 5,838,736
Assigned:
Capital projects - - 16,343,964 - 16,343,964
Non-major special revenue funds - - - 1,399,991 1,399,991
Other purposes 3,394,709 - - - 3,394,709
Unassigned _oresst B s cen
Total Fund Balance 8,376,856 8,087,458 27,917,782 1,529,457 45911,553
Total Liabilities, Deferred Inflows of Resources, and
Fund Balance $29,066,096  $15,886,945 $37444355 $§ 2,871,186 $ 85,268,582

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT

RL _OM _.LIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSTION
JU.v 30, 2013

Total fund balance - governmental funds

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the funds. The cost of the assets is $182,573,933 and the accumulated
depreciation is $(56,748,331).

Property tax revenue is recognized when earned (claim to resources established) rather than
when available. A portion of the deferred property tax revenue is not available.

Cash and deposits payable are offset in the governmental wide financial statements but
reported in the fund financial statements because the transactions are between two different
funds. $933,206 was eliminated from cash and cash equivalents and deposits payable for the
government wide financial statements because the Student Activities Fund reported the
investment held by the District as cash and cash equivalents in the fund financial statements
and the General Fund reported a corresponding deposits payable.

Some liabilities are not due and payable in the current period and therefore are not reported
in the funds. Those liabilities consist of :

Bonds payable $ (53,750,000)
Bond premium (2,279,443)
Termination benefits (6,485,792)
Compensated absences (286,740)
Accrued interest on bonds (1,077,281)

Capital lease payable (211,283)

Total net position - governmental activities

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNIL.._NTAL FUM._ 3
FOR THE YEAR ENDED JUNE 30, 2013

_ Moo Other
Governmental Total Governmental
General Debt Service Capttal Projects Funds Funds
Revenues:
Property taxes $ 15,564,026 $  7,795213 §  9,545081 3 - 3 32,904,320
Charges for services 2,638,453 - 92,520 3,697,329 6,428,302
Other programs and grants 188,481 - - - 188,481
Contributions - - - 836,633 836,633
Eamings on investments 218,901 30,710 170,503 15,206 435,320
State aid 41,421,932 - 13,464 1,744,221 43,179,617
Federal aid 4,180,615 - - 2,584,660 6,765,275
Total revenues 64,212,408 7,825,923 9,821,568 8,878,049 90,737,948
Expenditures:
Current:
Instructional services 43,146,935 - - - 43,146,935
Supporting services:
Students 2,191,221 - - - 2,191,221
Instructional staff 1,402,875 - - - 1,402,875
General administration 581,357 - - - 581,357
School administration 4,200,392 - - - 4,200,392
Business 2,117,570 - - - 2,117,570
Operation and maintenance of facilities 6,342,182 - - - 6,342,182
Student transportation 4,020,680 - - - 4,020,680
Student activities - - - 3,193,005 3,193,005
Nor+nstructional services - - - 1,817,562 1,817,562
Community services 1,746,422 - - - 1,746,422
School food services - - - 4,344,107 4,344,107
Facilities acquisition/construction - - 8,683,086 - 8,683,086
Debt service:
Principal retirement - 4,350,000 - - 4,350,000
Interest and fiscal charges - 2,492 408 - - 2,492,408
Other _ - “ 700 - - 6,000
Total expenditures 17749634 _ 08 8,683,086 9,354,674 90,635,802
Excess (deficiency) of revenues
over (under) expenditures (1,537,226) 977,515 1,138,482 (476,625) 102,146
Other financing sources (uses):
Sale of fixed assets - - 300,649 - 300,649
Proceeds from issuance of capital lease 286,323 - - - 286,323
Operating transfers in - - - - -
Operating transfers out - - - - -
Total other financng sources (uses) 286,323 300,649 - 586,972
Net change in fund balances (1,250,903) 977.515 1.439,131 (476,625) 689,118
Fund balances - begmning 9,627,759 7109943 26,478,651 2,006,082 45,222 435
Fund balances - ending 3 $ 5087 § 27917782 $_ Tt § 45,911,553

The notes to the financial statements are an integral part of this statement.
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BOX ELDER L _.10OOL DISTRICT

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FU.v.S TO STA 1 .MENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2013

Net change in fund balances-total governmental funds

Governmental funds report capital outlays as expenditures. However, in the statement of activities, assets with
an initial, individual cost of more than $5,000 are capitalized and the cost is allocated over their estimated
useful lives and reported as depreciation expense. Also, in the Governmental funds proceeds from sale of capital
assets is recorded as revenue, whereas in the statement of activities, capital asset sale proceeds are netted against
the cost of the capital assets and the accumulated depreciation. Below are the changes for 2013:

Capital outlays $ 5425514
Depreciation expense (5,365,524)
Proceeds from sale of capital assets (258,156)

Property tax revenues received prior to the year for which they are being levied are reported as deferred revenue
in the governmental funds. However, they are recorded as revenue in the statement of activities. Deferred
property tax revenues decreased during the year.

In the statement of activities, commodities received are recognized as revenue and commodities used as an
expense. The amount received and expensed during 2013 was $332,483.

Accrued interest on long-term debt reported in the statement of activities does not require the use of current
financial resources and therefore is not reported as expenditures in governmental funds. This is the current year
change in the liability, reported as a decrease in interest expense in the statement of activities.

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial resources of
governmental funds. Neither transaction, however, has any effect on net position. Also, governmental funds
report the effect of premiums, discounts, and similar items when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items. During 2013, they consist of the following:

Proceeds from capital lease $  (286,323)
Bond principal payments 4,350,000
Capital lease payments 75,040
Amortization of bond premium 327,17

In the statement of activities, certain operating expenses, such as compensated absences and termination
benefits, are measured by the amounts earned during the year. In the governmental funds, expenditures for these
items are measured by the amount of financial resources used (essentially, the amounts actually paid). During
2013, compensated absences payable decreased by $(19,047), termination benefits payable increased by
$250.200.

Changes in net position of governmental activities

The notes to the financial statements are an integral part of this statement.
19

$

$

689,118

(198,166)

306,085

145,618

4,465,834

(231,153)

5,177,336






BOX ELDER SCHOOL DISTRICT
STATEMENT OF NET POSITION

PROPRIETARY FUND
JUNE 30, 2013
Mainr Fnternrice Fynd
Municipal Building
Avtharity Fund
Assets:

Cash and cash equivalents $ 321,968
Receivables:

Accounts -
Restricted cash and cash equivalents 248
Capital assets:

Land, construction in progress, and water stock -

Buildings, net of depreciation 7 031 37

Total assets 3,254,049
Liabilities:
Accounts payable -
Accrued interest -
Noncurrent liabilities:
Due within one year 214,000
Due in more than one year 2,572,000
Total Labilities 2,786,000
Net Position:
Invested in capital assets, net of related debt -
Unrestricted 468,049
Total net position $ 468,049

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2013

Business-type

Enterprise
Fund-
Municipal
Building
Authority
Operating revenues:
Charges for sales and services:
Lease revenue $ 213,909
Other services -
Total operating revenues 213,909
Operating expenses:
Municipal Building Authority management -
Depreciation 37,112
Total operating expenses 37,112
Operating income 176,797
Nonoperating revenues (expenses):
Intergovernmental 148,800
Investment earnings 283
Interest and fiscal charges (151,300)
Bond issuance costs amortization -
Gain (Loss) on sale of fixed assets -
Total nonoperating revenue (expenses) @217
Income before contributions and transfers 174,580
Transfers in -
Transfers out -
Change in net position 174,580
Total net position - beginning, as re-stated 293,469
Total net position - ending $ 468,049

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF CASH FLOWS-PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2013

Business-type
Enterprise Fund
Municipal Building
Authority

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from interfund lease of facilities $
Payments to suppliers
Payments to employees
Other receipts

Net cash provided (used) by operating activities

213,909

213,909

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer out to other funds

Net cash used by noncapital financing activitics

CASH FLOWS FROM CAPITAL AND REL+....0 FINANCING
AC ... .8

Purchase of capital assets

Principal payments on lease revenue bonds

Interest paid on lease revenue bonds

Fiscal charges paid on lease revenue bonds

(214,000)

(2,500)

Net cash provided (used) from capital and related financing
activities

(216,500)

CASH FLOWS FROM INVESTING ACTIV.....S
Interest received

283

Net cash provided from investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents beginning of year

283

(2,308)

324,524

Cash and cash equivalents end of year $

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES:
Operating income $
Adjustments to reconcile operating income (loss) to net cash provided by
(used in) operating activities:
Depreciation and amortization expense
Change in assets and liabilities:
Accounts receivable
Accounts payable
Accrued payroll liabilities
Obligation for compensated absences

322,216

176,797

37,112

Net cash provided by (used in) operating activities $

213,909

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
AGENCY FUND
JUive: 30,2013

Agency
Fund
Assets
Cash and cash equivalents $ 52,210
Receivables-accounts 4,500
Total assets $ 56.710
Liabilities
Accounts payable $ 4,200
Accrued salaries and benefits 3,032
Intergovernmental payable 49,478
Total liabilities $ SA 710

The notes to the financial statements are an integral part of this statement.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES .3 . JdE FINANCIAL STATN..TS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Box Elder School District is located in the north-central and north-western portion of the
State of Utah. It was organized by State Statute and serves the citizens of Box Elder
County. The District provides educational and related services.

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

A.

Reporting Entity

The accempanying financial statements include the School District, which is a
political subdivision with corporate powers created under Utah State law, and its
blended component unit, the Municipal Building Authority of Box Elder School
District, collectively referred to as the financial reporting entity. As required by
generally accepted accounting principles (GAAP), these financial statements
present Box Elder School District (referred to as the “primary government” for
reporting purposes) and its “component units” (separate legal entities for which
the District is considered to be financially accountable). Box Elder School
District Foundation is a discrete component unit, although a legally separate
entity of Box Elder School District.

The Municipal Building Authority of Box Elder School District is governed by a
seven-member board which is the Board of Education. Its sole purpose is to
finance and construct the District’s public facilities. The financial statements of
the Municipal Building Authority of Box Elder School District are included in
the accompanying financial statements as a blended component unit.

Box Elder School District Foundation is a separate but affiliated, self-sustaining,
not-for-profit organization. The Foundation was established to provide support
for the Box Elder School District, its faculty and students, and to promote,
sponsor and carry out educational, scientific, charitable and related activities and
objectives within the Box Elder School District. It is governed by a board of
directors of up to 15 individuals. The Foundation is considered to be a
component unit of the District because the purpose of the Foundation is to
exclusively, or almost exclusively, benefit the District by soliciting contributions
and managing the funds. The Foundation has an audit performed annually,
separate from the District. A copy of that audit report can be obtained by writing
to the Box Elder District Foundation, 960 South Main, Brigham City, Utah
84302.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

Government-wide and Fund Financial Statements

Government-wide Financial Statements. The government-wide
financial statements (i.e. the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the
District. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally
are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent
on fees charged to external parties for goods or services.

The statement of activities reports the expenses of a given function offset
by program revenues directly connected with the function program. A
function is an assembly of similar activities and my include portions of a
fund or summarize more than one fund to capture the expenses and
program revenues associated with the district function activity. Program
revenues include 1) charges for services that report fees, tuition, rent, and
other charges to users of the District’s services; 2) operating grants and
contributions that finance annual operating activities; and 3) capital grants
and contributions that fund the acquisition, construction, or rehabilitation
of capital assets. These revenues are subject to externally imposed
restrictions to these program users. Taxes and other revenue sources not
properly included with program revenues are reported as general revenues.
Administrative overhead charges are included in direct expenses.

Fund Financial Statements. Separate financial statements are provided
for governmental funds and fiduciary funds, even though the latter are
excluded from the government-wide financial statements.  Major
individual governmental funds are reported in separate columns in the
fund financial statements. The remaining governmental funds are
combined into a single column and reported as other nonmajor funds.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

Basis of accounting refers to when revenues and expenditures or expenses
are recognized in the accounts and reported in the financial statements.
Basis of accounting relates to the timing of the measurements made,
regardless of the measurement focus applied.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation (continued)

Government-wide Financial Statements. The government-wide
financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capitalized as
assets in the government-wide financial statements, rather than reported as
an expenditure. Proceeds of long-term debt are recorded as a liability in
the government-wide financial statements, rather than as another financing
source. Amounts paid to reduce long-term debt are reported as a reduction
of the related liability, rather than as an expenditure in the government-
wide financial statements.

Governmental Fund Financial Statements.  Governmental fund
financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and
available.  “Measurable” means that amounts can be reasonably
determined within the current period. Revenues are considered to be
available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose,
the District considers revenues to be available if they are collected within
60 days of the end of the current fiscal period.

Property taxes are recorded when levied. Property taxes which have not
been collected within 60 days, and therefore do not meet the “available”
criterion, are reported as deferred revenue until collected. Anticipated
refunds of such taxes are recorded as liabilities and reductions of revenue
when they are measurable and their validity seems certain.

Minimum school program revenues and other revenues from the Utah
State Office of Education are considered “measurable” and recognized as
revenue when available and remitted to the District in time to be used to
pay current obligations. Grant revenue is recognized when qualified
expenditures are incurred and a contractual claim exists with the grantor
agency. All other revenue items are considered to be measurable and
available only when cash is received by the District.
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation (continued)

Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. Exceptions to this general rule include principal and
interest on long-term debt as well as expenditures related to compensated
absences, termination benefits and arbitrage rebates which are recognized
only when payment is due.

The District reports the following major governmental funds:

General Fund — This fund accounts for all activities not accounted for by
other funds of the District and is the principal fund. The main sources of
revenue for this fund are property taxes and minimum school programs
funded by the Utah State office of Education.

Non K-12 Fund- The Non K-12 Fund is used to account for specific
revenue sources that are legally restricted to non K-12, recreation and
community services expenditures for specific purposes.

Debt Service Fund — The Debt Service Fund is used to account for specific
revenue sources that are legally restricted to debt service expenditures for
specific purposes. ’

Capital Projects Fund — The Capital Projects Fund is used to account for
financial resources to be used for the acquisition, construction, or
maintenance of major capital projects.

The District’s nonmajor governmental funds include three special revenue
funds. The nonmajor special revenue funds account for specific revenue
sources that are legally restricted to expenditures for specified purposes.

Proprietary Fund Financial Statements. Proprietary funds include
enterprise funds. Enterprise funds report the activities for which a fee is
charged to external users for goods or services. The financial statements
of the proprietary funds are reported similar to the government-wide
financial statements in that they both use the economic resources
measurement focus and the accrual basis of accounting.
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NOTES TO THE FINANCIAL STATEM.NTS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation (continued)

Proprietary funds distinguish between operating and nonoperating
revenues and expenses. Operating revenues and expenses result from
providing goods and services relating to the primary operations of the
pro etary fund. Other revenues and expenses are reported as
nonoperating.

The Municipal Building Authority (MBA) of Box Elder School District is
the only proprietary fund reported in the financial statements. The MBA
Fund accounts for the activity and operations of leasing and constructing
public facilities.

Fiduciary Fund Financial Statements. The District has one fiduciary
fund — Agency Fund. Agency Funds are used to account for assets held by
the District as an agent for other governments, private organizations, or
individuals. Agency Funds are accounted for using the accrual basis of
accounting, but due to their custodial nature (assets equal liabilities) do not
present results of operations or have a measurement focus.

Budgets

Budgets are legally adopted on a basis consistent with generally accepted
accounting principles. Annual appropriated budgets are adopted for funds.
All annual appropriations lapse at fiscal year end. Budgets are presented
on the modified accrual basis of accounting for governmental funds.
Budgets are not adopted on a District level for the Box Elder School
District Foundation, which is presented as a discretely presented
component unit in the financial statements.

The district operates within the budget requirements as specified by State law. The
financial reports reflect the following budgetary standards.

1.

In May of each year, the District management submits to the Board a
proposed operating budget for the next fiscal year commencing July 1.
This budget includes proposed expenditures and the means of financing
them. A final budget for the current year, ending June 30", is also
included.

The tentative budget is made available for public inspection at least ten
days prior to a public hearing on adoption of the final budget.
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

3.

Budgets (continued)

If the budget does not propose to exceed the certified tax rate, a public
hearing for taxpayer input is held prior to June 22" of each year. The
budget is then legally adopted by resolution of the Board. If the budget
proposes a tax rate that exceeds the certified tax rate, the budget is
formally adopted in August, when data is available to set new rates.

Once adopted, the budget can be amended by subsequent Board action.
Reductions in appropriations can be approved by the Board, but increased
appropriations in the governmental funds require a public hearing prior to
amending the budget. Budgets may be increased provided that notice of
such action is published seven days before the meeting. The budgetary
information presented includes the original budget and the final amended
budget.

Minor interim adjustments in estimated revenue and appropriations during
the year ended June 30, 2013, have been included in the final budget
approved by the Board, as presented in the financial statements.

Encumbrance accounting is employed in the governmental funds.
Encumbrances (e.g., purchase orders and contracts) outstanding at year
end are reported as a designation to the fund balances and do not
constitute expenditures or liabilities because the commitments will be re-
appropriated and honored during the subsequent year.

As determined by State law, the level for which expenditures may not
legally exceed appropriations is the total budget of a given fund.

Negative variances in total revenues and positive variances in total
expenditures are largely a result of federal and state program revenues and
related expenditures that do not have a direct impact on fund balance.
Budgets generally assume expenditure of all available resources.
Therefore, when the budget is prepared, it is assumed that these funds will
not have a carryover or revenue to a subsequent year. Some program
revenues received, but not spent, are restricted and deferred to the
subsequent fiscal year.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Deposits and Investments

Unrestricted cash balances of all funds are combined to form a pool of
cash and investments which is managed by the Business Administrator in
accordance with the Utah Money Management Act. Income from the
investment of pooled cash is allocated based upon each fund’s portion of
the pool. Restricted cash consists of that portion of pooled cash that is
restricted for a specific use due to constraints imposed by external parties
or enabling legislation, or is cash held in trust in compliance with bond
covenants, terms and conditions. Restricted cash is held in the capit:
project account because the funds are restricted for the purpose of bu ling
or remodeling instructional facilities. =~ When both restricted and
unrestricted sources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Investments are recorded at fair value based upon quoted market prices as
of year end, except where there is no material difference between cost and
fair value. The difference between the purchase price and market price
when material is recorded as interest income.

A statement of cash flows is presented for proprietary funds under the
direct method. For purposes of the statement of cash flows, the District
considers cash on hand, demand deposits, and short-term investments with
original maturities of three months or less from the date of acquisition,
including investments in the Utah Public Treasurer’s Investment Fund
(PTIF) to be cash and cash equivalents.

Interfund transactions
Interfund transactions represent transactions between different funds
within the District. In general, interfund activity has been eliminated from

the government-wide financial statements in an effort to minimize the
doubling-up of revenues and expenses resulting from such transactions.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

G.

Capital Assets

Capital assets include land, buildings, improvements other than buildings,
leasehold improvements, furniture, fixtures and equipment, vehicles and
construction in progress. These assets are reported in the government-
wide financial statements in the relevant column on the Statement of Net
Position under governmental activities. Capital assets acquired by
governmental funds are recorded as expenditures in the governmental fund
financial statements. The capitalization threshold for personal property is
defined to be assets with a useful life of at least one year and costing at
least $5,000; real property thresholds vary by type of asset, but are
generally established at the same amount.  Assets purchased or
constructed are generally recorded at cost. If precise cost is not available,
the asset is recorded at estimated historical cost. Donated capital assets
are recorded at their estimated fair value at the date of donation. The cost
of normal maintenance and repairs that do not add to the value of an asset
or materially extend asset’s lives are not capitalized.

When constructing capital assets, interest expense incurred relating to
governmental activities is not capitalized.

Land, water stock, and construction in progress are not depreciated.
Depreciation of all exhaustible capital assets is charged to the various
functional expenses in the government-wide Statement of Activities.
Accumulated depreciation is reported on the government-wide Statement
of Net Position. Depreciation is provided over the estimated useful lives
using the straight-line method. Estimated useful lives are as follows:

Buildings 10-40 years
Improvements 5-40 years
Equipment 5-20 years
Vehicles 5-10 years
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Compensated Absences

It is the District’s policy to permit employees to accumulate earned-but-not-used
vacation benefits in accordance with negotiated agreements. The District has
placed a cap on the amount of accumulated vacation benefits that will be
compensated. The cap depends on employee classification and is limited to 10
days for classified employees, 15 days for administrators working under 229 day
contracts and 20 days for administrators working under 243 day contracts. An
estimate of vacation pay plus related payroll taxes is accrued when incurred in
government-wide financial statements and proprietary funds and reported as a
liability. A liability for these amounts is reported in the governmental funds only
if benefits have matured as a result of employee resignations and retirements.

Long-term liabilities

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the statement of net position. Bond
premiums and discounts, defeasance costs, (the difference between the carrying
amount of the defeased debt and its reacquisition price in bond refunding), are
deferred and amortized over the life of the bonds using the straight-line method,
which approximates the effective interest method. Bond issuance costs are
expensed as incurred as directed in GASB 65.

In the fund financial statements, governmental funds recognize bond premiums
and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received
on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Net Position/Fund Balances

The difference between assets and liabilities is “Net Position” on the government-
wide and “Fund Balance” on the governmental fund financial statements. Net
position is divided into invested in capital assets (net of related debt), restricted
non-spendable, restricted expendable, and unrestricted. Net position is reported
as restricted when constraints are placed upon them by external parties or are
imposed by constitutional provisions or enabling legislation.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Net Position/Fund Balances (continued)

The governmental fund financial statements present fund balances based on
classifications that comprise a hierarchy that is based primarily on the extent to
which the District is bound to honor constraints on the specific purposes for
which amounts in the respective governmental funds can be spent. The
classifications used in the governmental fund financials are as follows.

Non-spendable — This classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b) are legally or contractually
required to be maintained intact. The District has classified only school food
service inventory as non-spendable.

Restricted — This classification includes amounts for which constraints have been
placed on the use of the resources either (a) externally imposed by creditors (such
as through debt covenants), grantors, contributors, or laws or regulations of other
governments, or (b) imposed by law through constitutional provisions or enabling
legislation.

Committed — This classification includes amounts that can be used only for
specific purposes pursuant to constraints imposed by formal action of the School
Board. These amounts cannot be used for any other purposes unless the School
Board removes or changes the specified use by taking the same type of action
(ordinance or resolution) that was employed when the funds were initially
committed. This classification also includes contractual obligations to the extent
that existing resources have been specifically committed for use in satisfying
those contractual requirements.

Assigned — This classification includes amounts that are constrained by the
District’s intent to be used for specific purposes but are neither restricted or
committed. This intent can be expressed by the School Board or the District
Business Administrator. No other body or official has the authority to constrain
such amounts. This classification also includes the remaining positive fund
balance for all governmental funds except for the General Fund.

Unassigned — This classification includes the residual fund balance for the
General Fund. The unassigned classification also includes negative residual fund
balance for any other governmental fund that cannot be eliminated by the
offsetting of assigned fund balance amounts.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Net Position/Fund Balances (continued)

When an expenditure is incurred for purposes for which both restricted and
unrestricted fund balance is available, the District considers restricted funds to
have been spent first. When an expenditure is incurred for which committed,
assigned or unassigned fund balances are available, the District considers amounts
to have been spent first out of committed funds, then assigned funds, and finally
unassigned funds, as needed.

Inventories

Inventories for the School Food Services Special Revenue Fund are valued at
average cost utilizing the weighted average method.

Risk Management

The District is exposed to various risks of loss related to torts; thefts of, damage to
and destruction of assets; errors and omissions; and natural disasters. To help
manage these risks, the District participates in the Utah State Risk Management
Fund, a public entity that operates like an insurance carrier. The District also
participates in the Utah School Boards Risk management Mutual Insurance
Association to cover its workers compensation risks.

Estimates

The preparation of financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities as of the date of the financial
statements and the reported amount of revenues and expenses during the reporting
period. Actual amounts could differ from those estimates.
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NOTE 2.

NOTE 3.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

PROPERTY TAX

The property tax revenue of the District is collected and distributed by the Box
Elder County Treasurer as an agent for the District. Utah statutes establish the
process by which taxes are levied and collected. Property taxes attach as an
enforceable lien on property as of January 1. Taxes are levied on June 15 and are
due November 30. Property tax revenue received by the District includes
uncollected taxes (including delinquencies and accrued interest and penalties). It
is expected that delinquent property taxes will be collected within a five year
period, after which time, the County Treasurer may force sale of property to
collect the delinquent portion. These property tax revenues are not recognized
when levied because they are not expected to be collected within 60 days after the
end of the current year. The property taxes levied for 2013 have been included in
the taxes receivable and unearned property tax liability for the governmental fund
presentation. These have been adjusted for the government-wide presentation.

An annual uniform fee based on the age of motor vehicles is levied in lieu of ad
valorem tax (property tax) on motor vehicles that is due each time a vehicle is
registered. Revenues collected in each county from motor vehicle fees is
distributed by the county to each taxing entity in which the motor vehicle is
located in the same proportion in which revenue from ad valorem property tax is
distributed. The District recognizes motor vehicle fees as property tax revenue
when collected by the county.

RECEIVABLES
Receivables at June 30, 2013, consist of the following:

Tavec A reniinte ]nfprgovemmntal Tatal

Governmental funds:

General Fund $13,030,023 $ 119,501 $ 1,534,969 $ 14,684,493
Debt Service Fund 6,812,475 - - 6,812,475
Capital Projects Fund 8,099,568 - - 8,099,568
Nonmajor Funds - 12,288 407,461 419,749
Total receivables $27,942,0A4 ¢ 131,789 § 1040 11'*1*()= * 30,016,285

No allowance for uncollectible accounts has been provided because the District
believes that all accounts receivable are collectible.
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NOTE 4. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2013 was as follows:

Governmental activities:
Capital assets not being depreciated:
Land
Construction in progress
Water stock
Total capital assets not being depreciated
Capital assets being depreciated:
Buildings and improvements

Fumiture, machinery and equipment and vehicles

Total capital assets bemg depreciated
Less accumulated depreciation
Buildings and improvements

Furniture, machinery and equipment and vehicles

Total accumulated depreciation
Total capital assets being depreciated, net

Governmental activity capital assets, net
Business-type activities:
Captital assets not being depreciated:
Land
Construction in progress
Total capital assets not being depreciated
Capttal assets being depreciated:
Buildings and improvements
Less accumulated depreciation
Buildings and improvements

Total capital assets being depreciated, net

Busmess-type activity capital assets, net

Beginning

Balance Additions Deletions Transfers Ending Balance

$ 9886443 § 758222  §$ (17,950) $ $ 10,626,715
10,440,006 - (9,059,096) 1,380,910
75,000 - - 75,000
20,401,449 758,222 (9,077,046) 12,082,625
142,165,213 12,253,824 (1,150,202) 153,268,835
16,701,901 1,472,564 (951,992) 17,222,473
158,867,114 13,726,388 (2,102,194) 170,491,308
(42,114,876) (4,758,807) 941,471 (45,932,212)
(11,1200 (606,717) 920,517 (10,816,119)
(53,244,/93) (3,365,524) 1,861,988 (56,748,331)

o 115,622,319 9,360,864 (240,206) 113,742,977
$126,023,768 ° "119,086 $§ (9,317,252) § $ 125,825,602
$ - % 2968945 § - § $ 2,968,945
2,968,945 - (2,968,945) -
2,968,945 2,968,945 (2,968,945) 2,968,945
- (37 '™ - (37,112)
- (37,112) - (37,112)

$ 2’9(0 naArc o ‘\93]’833 $ “m {\(()"(\AC\ [y L'y ’1{\‘)],833

Depreciation expense was charged to functions as follows:

Instruction
Support services:

General administration
School administration

Business

Operations/Maintenance of plant
Student transportation
Community services
School food services
Total depreciation expense - governmental activities

Business-type activities:
Municipal Building Authority
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$ 3,757,897

63,314
369,307
53,921
457,572
328,097
11,875
323,541

$ 5,365,524

$ 37,112



NOTE 4.

NOTESS.

BOX ELDER SCHOOL DISTRICT
NOTES . _ . 1E FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

CAPITAL ASSETS (continued)

The District has construction commitments for the construction projects for re-
modeling at Bear River Natatorium and Box Elder Natatorium. Funds have been
restricted or assigned in Capital Project Fund for these commitments.

RL..REMENT PLANS

Defined Benefit Plans- Box Elder School District contributes to the State and
School Contributory Retirement System Tier 1 and 2 and State and School
Noncontributory Retirement System for employers with Social Security coverage
cost-sharing multiple-employer defined benefit pension plans administered by the
Utah Retirement Systems (Systems). Utah Retirement Systems provide refunds,
retirement benefits, annual cost of living adjustments and death benefits to plan
members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter
49 of the Utah code Annotated 1953 as amended. The Utah State Retirement
Office Act in Chapter 49 provides for the administration of the Utah Retirement
Systems and Plans under the direction of the Utah State Retirement Board (Board)
whose members are appointed by the Governor. The Systems issue a publicly
available financial report that includes financial statements and required
supplementary information for the State and Schools Contributory Retirement
System and State and Schools Noncontributory Retirement System for employers
with Social Security coverage. A copy of the report may be obtained by writing
to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102 or
by calling 1 (800) 365-8772.

Funding Policy- Plan members in the State and Schools Contributory Retirement
System Tier 1 are required to contribute 6.00% of their annual covered salary (5%
paid by the employer for the employee) and Box Elder School District is required
to contribute 14.27% of their annual covered salary. In the State and Schools
Contributory Retirement System Tier 2 there are no employee contributions and
the School District contributes 15.06% of eligible salary. In the State and Schools
Noncontributory Retirement System, Box Elder School District is required to
contribute 18.76% of their annual covered salary. The contribution rates are the
actuarially determined rates. The contribution requirements of the systems are
authorized by statute and specified by the Board.
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BOX ELDER SCHOOL DISTRICT
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FOR THE YEAR ENDED JUNE 30, 2013

RETIREMENT PLANS (continued)

Box Elder School District’s contributions to the State and Schools Contributory
Retirement System Tier 1 and 2 for the years ended June 30, 2013, 2012 and
2011, were $177,523, $140,703, and $72,462, respectively; and for the State and
Schools Noncontributory Retirement System the contributions for June 30, 2013
2012 and 2011 were $6,751,930, $6,260,518, and $6,142,371 respectively. The
contributions were equal to the required contributions for each year.

Defined Contribution Plans- The District also participates in the Utah
Retirement System 401(k) plan. The District funds 1.5% of eligible payroll cost.
Vesting is immediate. The District contributed $1,027,004 in 2013 and employee
contributions were $599.660.

The District also participates in the Educators Mutual Insurance association
401(k) plan. The District funds 1.5% of eligible payroll costs. Vesting is
immediate. The District contributed $11,787 in 2013 and employee contributions
were $11,551.

The District also offers its employees deferred compensation plans created in
accordance with Internal Revenue code Sections 457 and 403(b). The plans,
available to all full-time employees, permit them to defer a portion of their salary
until future years. Employees are eligible to voluntarily participate from the date
of employment and are vested immediately upon participating. Employee
contributions to the Section 457 plan totaled $17,855 for 2013. This plan is
administered by the Utah Retirement Systems. Employee contributions to the
Section 403(b) plan totaled $303,610. This plan is administered by National
Benefits, a third party administrator.

39



BOX ELDER SCHOOL DISTRICT
NOTES TG .. FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 6. LONG-TERM OBLIGATIONS
The District had the following long-term obligations at June 30, 2013.

The District patrons approved the issuance of up to $70 million in general
obligation bonds in fiscal year 2008. The Board decided to spend the funds for
the construction of improvements at the two high schools and the construction of
potential elementary schools in areas with significant need. On September 10,
2008, $25 million of the approved bonds were issued. The District received a
bond premium of $597,277 and paid bond issuance costs of $266,475, including
an underwriter’s discount of $170,000. The bond premium and issuance costs are
being amortized over the 20 year life of the bonds. Principal and interest
payments began July 15, 2009 and end July 15, 2028. The interest rate on the
bonds ranges from 3%-5%. The following is a debt service schedule in five year
increments over the life of the bonds.

2008 General Obligation School Building Bonds:

_Yeoare Principal Interact Total Interest Rate
o 2014 $ 850,000 $ 802,675 % 1,652,675 3.50%
2015 875,000 772,488 1,647,488 3.50%
2016 900,000 739,175 1,639,175 3.50%
2017 950,000 702,175 1,652,175 4.00%
2018 975,000 663,675 1,638,675 4.00%
2019-2023 5,550,000 2,605,096 8,155,096 4.00%-5.00%
2024-2028 6,975,000 1,146,519 8,121,519 4.25%-5.00%
2029 1,575,000 35,438 1,610,438 4.40%-4.50%

¢ 12650,000 § 747741 § 26,117,241

On July 1, 2009, $31 million of the approved bonds were issued. The District
received a bond premium of $618,633 and paid bond issuance costs of $292,077,
including an underwriter’s discount of $202,387. The bond premium is being
amortized over the 20 year life of the bonds. Principal and interest payments
began January 15, 2010 and end January 15, 2029. The interest rate on the bonds
ranges from 3%-5%. The following is a debt service schedule in five year
increments over the life of the bonds.
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LONG-TERM OBLIGATIONS (continued)

2009 General Obligation School Building Bonds:

Years Principal Inter~ Total Interest Rate
2014 $ 900,000 $ 884,575 § 1,784,375 3.00%
2015 925,000 852,375 1,777,375 3.00%
2016 950,000 814,874 1,764,874 3.00%
2017 1,000,000 795,875 1,795,875 4.00%
2018 1,025,000 735,375 1,760,375 4.00%
2019-2023 5,800,000 3,005,125 8,805,125 4.00%-4.25%
2024-2028 7,175,000 1,604,953 8,779,953 4.00%-4.25%
2029-2030 7 325,000 120 702 3,487 7 4.50%-4.75%

€ 71100,000 $ 8,851,655 % 29,951,655

On November 23, 2011, $14 million of the approved bonds were issued. The District
received a bond premium of $1,864,249 and paid bond issuance costs of $113,462,
including an underwriter’s discount of $47,419. The bond premium is being amortized
over the 7 year life of the bonds. Principal and interest payments began July 15, 2012
and end July 15, 2018. The interest rate on the bonds ranges from 3%-5%. The
following is a debt service schedule in five year increments over the life of the bonds.

2011 General Obligation School Building Bonds:

Vanrs __ Drincing] Irt=v=st Tntal Interest Rate
2014 $ 2510000 $ 582,450 § 3,092,450 3.00%
2015 2,595,000 492,900 3,087,900 4.00%
2016 2,710,000 373,250 3,083,250 5.00%
2017 2,825,000 234,875 3,059,875 5.00%
2018 2,985,000 89,625 3,074,625 5.00%
2019 37< nnn 7,50 382,500 4.00%

& 11000,000 & rUenenn g 15,780,600

The Municipal Building Authority of Box Elder School District (MBA), a blended
component unit of Box Elder School District, entered into agreements to issue Qualified
School Construction Bonds in the amount of $3,000,000, for the construction of new
school. The bonds were issued on June 2, 2011, and are payable May 15, 2026. The
District has entered into a master lease agreement with the MBA, dated June 2, 2011,
which requires the District to lease the school facility from the MBA through May 16,
2026. The lease amount is equal to the annual debt service plus $1 for each fiscal year
the lease is in force. The lease provides for a purchase price, which may be exercised by
the District anytime during the period of the lease, equivalent to the outstanding principal
balance on the lease revenue bonds. The bond interest rate is 4.96% for the length of the
bond. However, the annual interest amount of approximately $148,800 will be
subsidized by the U.S. Government resulting in no annual cost to the District.
The following is debt service schedule of the bonds.
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NOTE 6.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013
LONG-TERM OBLIGATIONS (continued)

2011 Municipal Building Authority Qualified School Construction Bonds:

Year Principal Interest  Subsidized interest Total Interest Rate
2014 $ 214000 $ 138,176 $ (138,176) $ 214,000 4.96%
2015 $ 214,000 $ 127,571 $ (127,571) $ 214,000 4.96%
2016 $ 214,000 $§ 116,957 $ (116,957) § 214,000 4.96%
2017 $ 214,000 $ 106,342 $ (106,342) § 214,000 4.96%
2018 $ 214000 § 95728 § (95,728) § 214,000 4.96%
2019-2023 $ 1,071,000 $ 319424 § (319,424) $ 1,071,000 4.96%
2024-2026 $ 645,000 § 63,984 § (63,984) § 645,000 4.96%

$ 2,786,000 § 968,182 § (968,182) $ 2,786,000

Effective July 1, 2006, the Board approved a termination benefit plan, which,
upon termination, provides for the payout of sick leave benefits and a retirement
bonus. During the year ended June 30, 2013, $1,051,817 was expended on these
benefit plans. The plan is financed on a pay-as-you-go basis. The District has a
potential for termination benefits for 374 eligible employees. For 2013, the
District has recorded a liability of $6,485,792, which is calculated at the net
present value of the estimated liability.

Termination Benefits

Sick Leave Benefit:

Employees are eligible after they have completed 15 years of contracted service
with the District — employees receive 2% of their unused, accumulated sick leave
for each year of service in the District, plus 1% per year for each year of
experience granted by the District upon employment, to a maximum of 60%.

Retirement Bonus:

Employees are eligible after they qualify for School District Retirement, as
defined in Policy 3306, 3-3-1 —employees receive a retirement bonus generated at
30% per year of full-time contracted employment in the District, multiplied by the
value of the weighted pupil unit for the year of retirement with an amount not to
exceed nine times the value of the weighted pupil unit for the year of retirement.
For Classified employees who are eligible and less than fulltime employees, the
percentages are lower.
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR ...o 2 oAR Eivo 2D JUNE 30, 2013

LONG-TERM OBLIGATIONS (continued)

Compensated Absences

Classified and Administrative employees are eligible for vacation benefits.
Classified employees may carry over a maximum of 20 days vacation to the
following year but upon termination will only be compensated for up to 10 days at
the rate in effect at the time of termination. Administrative employees who are
under contract for 229 working days may be compensated for up to 15 days and
administrative employees under contract for 243 or more working days may be
compensated for up to 20 days.

Capital "~~~

The remaining long-term obligation is a capital lease entered into with DeLage
Landen Public Finance for the purchase of computer equipment. See note 11 for
additional information. Transactions affecting long-term obligations are as
follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
G.O. bonds payable $ 58,100,000 $ - $ (4,350,000) $53,750,000 $ 4,260,000
G.O. bond premium 2,606,560 - 327,117) 2,279,443 -
Capital lease payable - 286,323 (75,040) 211,283 -
Compensated absences 305,787 355,327 (374,374) 286,740 -
Accrued termination
benefits 6,235,592 1,302,017 (1,051,817) 6,485,792 -

Total Governmental Activities  $§ 67,247,939 § 1,942 447 §  (6,178,348) $63,013,258 $ 4,260,000

Business-type activities:
Bonds payable $ 3,000,000 ¢ - ¢ (214,000) 2,786,000 $ 214,000
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NOTE 8.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
| S — YoAR Lo n JUNE 30, 2013

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

For the year ended June 30, 2013, the Capital Project Fund had expenditures in
excess of total appropriated budget of $491,335.

No funds had deficit fund balances at June 30, 2013.

CASH AND INVESTMENTS

The District maintains a Deposit and Investment Pool that is available for use by
all funds of the District. Each fund type’s portion of this pool is disclosed on the
governmental funds balance sheet as “cash and cash equivalents”.

The District complies with the Utah Money Management Act (Utah Code Section
51, Chapter 7) and related Rules of the Money management Council (Council) in
handling its depository and investing transactions. District funds are deposited in
qualified depositories as defined in the Act. The Act also authorizes the District
to invest in the Utah Public Treasurers’ Investment Fund (PTIF), certificates of
deposit, US Treasury obligations, US agency issues, high-grade commercial
paper, banker’s acceptances, repurchase agreements, corporate bonds, money
market funds and obligations of governmental agencies within the State of Utah.
The Act and Council rules govern the financial reporting requirements of
qualified depositories in which public funds may be deposited and prescribe the
conditions under which the designation of a depository shall remain in effect. The
District considers the rules of the Council to be necessary and sufficient adequate
protection of its uninsured bank deposits.

Deposits

At June 30, 2013, the carrying amount of the District deposits was $1,235,272 and
the bank balance was $4,313,340. Of the bank balance, $1,082,024 was covered
by federal depository insurance. Deposits are not collateralized nor are they
required to be by state stature. However, the State Commissioner of Financial
Institutions monitors financial institutions and establishes limits for deposit of
public money at individual financial institutions, and the District follows these
recommendations. The Foundation had deposits of $126,038 with a bank balance
of $125,658, all of which was insured.
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013
CASH AND INVESTMENTS (continued)

Investments

At June 30, 2013, the District’s investment balances were as follows:

Tnvactment Type Fair Value Maturity Rated
Corporate Bonds $ 7,381,687 lessthanl year A-to AAA
Commercial paper/repurchase less than 270

agreements - days none
Utah Public Treasurer's Investment

Fund 45,877,092 N/A not rated
Total ¢ 53758 779

At June 30, 2013, the Foundation’s investment balances were as follows:

Evnefmn nt Type Fair Valup Mnhlrity
Certificates ot deposit § 323,448 less than 1 year

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. The District manages its
exposure to interest rate risk by complying with the Act, which requires that the
remaining term to maturity of investments do not exceed the period of availability
of the funds invested. The Act further limits the remaining term to maturity on all
investments in commercial paper to 270 days or less and fixed-income securities
to 365 days or less. The District has no investment policy that would further
limit its interest rate risk.

Credit Risk. Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The District’s policy for reducing
exposure to credit risk is to comply with the Act and other related rules. The Act
and other related rules limit investments in commercial paper to a first tier rating
of investments in fixed-income to a rating of A or higher as rated by Moody’s
Investor Service or by Standard and Poor’s Corporation. The District has no
investment policy that would further limit its investment choices. All of the
District’s investments in corporate bonds and commercial paper meet this
requirement with ratings of, at least, A or P-1. No one investment exceeds 5% of
the total investment pool.
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FOR THE YEAR ENDED JUNE 30, 2013

CASH AND INVESTMENTS (continued)

Concentration of Credit Risk. Concentration of credit risk is the risk of loss
attributed to the magnitude of the District’s investment in a single issuer. The
District’s policy for managing this risk is to comply with the Act and related
rules. The Act limits investments in commercial paper and or corporate
obligations to 5% of the District’s total portfolio with a single issuer. The District
places no other limits on the amount it may invest in any one issuer.

Custodial Credit Risk. For an investment, the custodial risk is the risk that in the
event of the failure of the counterparty, the District will not be able to recover the
value of its investments that are in the possession of an outside party. The
District’s policy for managing this risk is to comply with the Act and related
rules. The District places no other limit on the amount of investments to be held
by counterparties. All of the District’s investments in corporate bonds and
commercial paper are uninsured and uncollateralized and held by the agent in the
District’s name.

As reported in the financial statements:
Government Wide:

Cash and cash equivalents $ 47,059,907
Investments 7,381,686
Restricted cash and cash equivalents 248

Restricted investments -
Component Unit:

Cash and cash equivalents 126,038
Investments 323,448
Fiduciary Funds - cash and cash equivalents 52,210
$ A NAD (37

The PTIF is an external deposit and investment pool wherein governmental
entities are able to pool the monies from several entities to improve investment
efficiency and yield. These monies are invested primarily in money market
securities and contain no withdrawal restrictions. As such, the monies invested in
this fund are not insured and are subject to the same market risks as any similar
investment in money market funds. The Fund investments must comply with the
provisions of the Utah Money Management Act. The Fund is not SEC registered
and is unrated. Participant accounts with PTIF are not insured or otherwise
guaranteed by the State of Utah. The degree of risk of the PTIF depends upon the
underlying portfolio, which primarily consists of money market securities
including certificates of deposit and top rated domestic commercial held by the
Utah State Treasurer. The portfolio has a weighted average life of 90 days or less.
The fair value of the District’s position in the fund is the same as the value of the
fund shares.
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FOR THE YEAR ENDED JUNE 30, 2013

RECONCILIATION OF INTERFUND BALANCES AND TRANSFERS

There were no interfund due to/due from balances during 2013 and no interfund
transfers in 2013.

$933,206 in school funds reported in the Other Governmental Funds column as
cash and cash equivalents and as deposits payable in the General Fund, have been
eliminated in the reporting of the government wide statements.

CAPITAL LEASE OBLIGATION

The District entered into a capital lease with Dell Financial Services for the
purchase of computer back-up and storage equipment. The economic substance
of the lease is that the District is financing the acquisition of the assets through a
lease, and accordingly, it is recorded in the District’s financial statements.

The following is an analysis of the leased assets included in the property and
equipment.

Computer storage and back-up equipment $§ 287,429

Less: accumulated depreciation (28 747)

§ 258,687

The lease is secured by the assets. The lease agreement contains a bargain
purchase price option at the end of the lease. The following is a schedule by years
of the future minimum lease payments required under the lease together with the
present value at year end:

2014 $ 75,040

2015 75,040

2016 75,040
Total minimum lease payments 225,120
Less: amount representing interest (13,837)

&~

Present value of minimum lease payments 211,283
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NOTE 12.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE . AR EivoED JUNE 30, 2013

MEMBERSHIP CHANGES

+ue District receives funding from the Utah State Office of Education (USOE)
based on formulas calculated using the District’s membership figures. As District
membership increases or decreases, corresponding funding from the USOE has
the potential to increase or decrease. The amount of any potential change is not
available.

RISK MANAGEMENT

The District maintains insurance coverage for general liability, automobile,
personal injury, errors and omissions, employee dishonest, and malpractice
liability up to $10 million per occurrence through policies administered by the
Utah State Risk Management Fund (Fund). The District also insures its buildings,
including those under construction, and contents against all insurable risks of
direct physical loss or damage with the Fund. Property physical damage is
insured to replacement value with a $1,000 deductible, automobile physical
damage is insured to actual value with a $500 deductible, other liability is limited
to the lesser of $10 million or the statutory limit. The Fund is a public entity risk
pool operated by the State for the benefit of the State and local governments
within the State. The District pays annual premiums to the Fund. The Fund
obtains independent coverage for insured events, up to $25 million per location.
This is a pooled arrangement where the participants pay experience related annual
premiums, which are designed to pay claims and build sufficient reserves so that
the pool will be able to protect the participating entities with its own capital. The
pool reinsures excess losses to preserve the capital base. Insurance coverage from
coverage by major category of risk has remained relatively constant as compared
to the prior fiscal year. Insurance settlements have not exceeded insurance
coverage for the past three years.

There are several lawsuits pending in which the District is involved. The
District’s counsel and insurance carriers estimate that the potential claims against
the District, not covered by insurance, resulting from such litigation would not
materially affect he financial statement of the District.

The District maintains workers compensation insurance through the Utah School
Boards Risk Management Mutual Insurance Association (Association). Annual
premiums are charged to users by the Association to enable the payment of claims
and to accumulate reserves for any unforeseen issues. Independent coverage is
obtained to insure sufficient reserves and funds are available when needed. This
is a pooled arrangement where the participants pay experience rated annual
premiums, which are designed to pay claims and build sufficient reserves so that
the pool will be able to protect the participating entities. Periodic billing
premiums are received to cover any unanticipated changes from the facts and
circumstances used to calculate the annual premium.
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

PRIOR PERIOD ADJUSTMENTS
Implementation of GASB Statement No. 63 and GASB Statement No. 65

During 2013, the District implemented GASB Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred inflows of Resources and
Net Position and early implemented GASB Statement No. 65, Items Previously
Reported as Assets and Liabilities. As a result, the unamortized bond issuance
costs for the governmental activities at the government-wide level have been
removed from the financial statements and adjusted against beginning net
position. The beginning net position was adjusted by $560, 924.

The unamortized bond issue costs for the business-type activities and the MBA
Fund have also been removed from the financial statements and the adjustment
was against beginning net position. Beginning net position was adjusted by
$51,376.

In addition, there are numerous terminology changes throughout the basic
financial statements of this report. These classification changes do not require a
prior period adjustment.

The effect of the prior period adjustment is as follows:
Municipal Government-wide Government-wide

Business Governmental Activities Business-type activities
Authority Fund ~ Statement of Activities ~ Statement of Activities

Net position as previously reported $ 344,845 § 107,196,475 § 344,845

Removal of unamortized bond issuance costs 151 376) (560,924) (51274)

Beginning net position, as restated $ 703,469 106,635,551 703,469
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DEFERRED OUTLOWS/INFLOWS OF RESOURCES

In addition to assets, the statement of financial position reports a separate section
for deferred outflows of resources. This separate financial statement element,
Deferred Outflows of Resources, represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of
resources (expenditure/expense) until then. The District currently has no items
that fall within this category.

In addition to liabilities, the statement of financial position reports a separate
section for deferred inflows of resources. This separate financial statement
element, deferred inflow of resources, represents an acquisition of net position
that applies to future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. The District reports one of these items.
Unearned property taxes are reported as deferred inflows of resources since they
are recognized as receivables before the period for which the taxes are levied.
These amounts also are reported on the government-wide statement of net
position.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-
BUDGET AND ACTUAL
MAJOR CAPITAL PROJECT FUND
FOR THE YEAR ENDED JUNE 30, 2013

Variance with

Final Budget -
Mgeted Amounts Actual Positive
Origmai Final Amounts (Negative)
Revenues:
Local sources:
Property taxes $ 8,100,000 $ 10,619,936 9,545,081 $ (1,074,855)
Charges for services 85,000 89,715 92,520 2,805
Contributions - 256,326 - (256,326)
Earnings on investments 90,000 tanent 170 202 20019
Total local sources 8,275,000 11,115,568 9,808,104 (1,307,464)
State sources:
Restricted grants in aid ___ 'enn00 113,464 13,464 (100,000)
Total state sources ___'on000 112 484 13,464 (100,000)
Federal sources:
Restricted grants in aid - _ - - -
Total federal sources o - - - -
Total revenues ¢ 275,000 11,229,032 9,821,568 (1,407,4<1
Expenditures:
Support services:
Operation and maintenance of facilities - - - -
Student transportation - - - -
Facilities acquisition/construction 12,015,000 8,191,751 8,683,086 (491,335)
Debt service:
Principal retirement - - - -
Interest and fiscal charges - - - -
Other - - - -
Total expenditures 12,015,000 8,191,751 8,683,086 (491,335)
Excess (deficiency) of revenues over (under)
expenditures _17£40,000) 3,037,281 1,138,482 (1,898,799)
Other Financing Sources (Uses):
Proceeds from issuance of general obligation
bonds -
Proceeds from bond premium - - - -
Bond issuance costs - - - -
Sak of fixed assets 25,000 296,713 300,649 3,936
Operating Transfers In - - - -
Operating Transfers Out - - - -
Total other financing sources (uses) 25,000 296,713 300,649 3,936
Net change in fund balances (3,615,000) 3,333,994 1,439,131 (1,894,863)
Fund balance - beginning 26,478,651 26,478,651 26,478,651 -
Fund balance - ending $22,863,651 $ 29,812,645 $ 27,917,782 $ (1,894,863)
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Special Revenue Funds

Total Nonmajor
Student NonK-12 School Food Governmental
A ntiritiae Frnd Fund Qarsica Fimd Funds
Assets:
Cash and cash equivalents $ 1,693,756 $ 204,260 $ 423,955 $ 2,321,971
Receivabks:
Accounts - 6,109 6,179 12,288
Intergovernmental - 53,334 354,127 407,461
Inventory - - 129,466 129,466
Total assets $ 1,693,756 § 174/ 702 § 913,727 § 2,871,186
Liabilities:
Accounts payable $ 19,133 $ 3,040 $ 18927 § 41,100
Due to clubs 1,152,926 - - 1,152,926
Accrued salaries and benefits - 72,193 75,510 147,703
Unearned revenue L - - - -
Total liabiltties __ 1,177 089 75,233 94,437 1,341,729
Fund balances:
Non-spendable:
Inventory - 129,466 129,466
Restricted:
State programs - - -
Assigned:
Non K-12 programs - 188,470 - 188,470
Student Activities 521,697 - - 521,697
School Food Service - - 689,824 689,824
Total fund balances 521,697 188,470 819,290 1,529,457
Total liabilities and fund balances S ®1,693,756 § 743703 $§ 9177 % 2,871,186
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Cumnninl Daviasmiin Duoadn
Total Nonmajor
Student NonK-12 School Food Governmental
A nok,k:ns Fund Fund Can.in? Laand FundS
Revenues: ’
Property tax $ - 3 - $ - $ -
Charges for services 2,332,162 163,597 1,201,570 3,697,329
Contributions 836,633 - - 836,633
Earnings on investments 12,518 - 2,688 15,206
State aid - 999,784 744,437 1,744,221
Federal aid 100 2072 2,385,047 2,584,660
Total revenues 3,181,313 12607 074 4,334,662 8,878,049
Expenditures:
Student activities 3,193,005 - 3,193,005
Non-instructional services - 1,817,562 - 1,817,562
School food services - - AraaIng 4,344,107
Total expenditures 3,193,005 1,817,547 4,344,107 9,354,674
Excess of revenues over expenditures (a1,enom 455,488) (9,445) (476,625)
Other financing sources:
Sale of fixed assets - - - -
Operating transfers in - - - -
Operating transfers out - _ _ -
Total other financing sources (uses) - - - -
Net change in fund balances (11,692) (455,488) (9,445) (476,625)
Fund balances - beginning £ 09 643,958 828,735 2,006,082
Fund balances - ending ¢ S5s,1,097 0§ 188470 ¢ 9103290 § 1,529,457
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Opinion on Each Major Federal Program

In our opinion, Box Elder School District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of Box Elder School District is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit, we considered Box Elder School District’s internal control over
compliance with the types of requirements that could have a direct and material effect on a major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of Box Elder School District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

This report is intended solely for the information of the management, Board of Education, and federal

awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

LL/L?%XH,Q? ()o.} 0

Brigham City, Utah
October 26, 2013
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NOTE 1.

NOTE 2.

BOX ELDER SCHOOL DISTRICT

NOTES O SCHEDULE OF EXPEND.. uRES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2013

PURPOSE OF SCHEDULE

The accompanying Schedule of Expenditures of Federal Awards is a
supplementary schedule to the District’s financial statements and is presented
for purposes of additional analysis. Because the schedule presents only a
selected portion of the activities of the District, it is not intended to, and does
not, present either the financial position, changes in fund balances or other
current funds revenue, expenditures and other changes of the District. The
Schedule of Expenditures of Federal Awards presents the activity of all federal
award programs of Box Elder School District (District). All federal financial
awards received directly from federal agencies as well as federal financial
awards passed through from other government agencies are included in the
schedule. Of the federal awards presented in the Schedule, the District
provided no federal awards to subrecipients.

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The information in the schedule is presented in accordance with OMB Circular
A-133.

Pursuant to the Single Audit Act of 1984 (Public Law 98-502), the Single
Audit Act Amendments of 1996 (Public Law 104-156) and OMB Circular A-
133, federal awards are defined as assistance provided by a federal agency,
either directly or indirectly, in the form of grants, contracts, cooperative
agreements, loans, loan guarantees, property, interest subsidies, insurance, or
direct appropriations. Accordingly, nonmonetary federal assistance, including
federal surplus property, would be included in federal awards, if applicable,
and therefore, would be reported on the schedule. Federal awards do not
include direct federal cash assistance to individuals. Solicited contracts
between the State and Federal government for which the Federal Government
procedures tangible goods or services are not considered to be federal awards.

The Single Audit Act Amendments of 1996 and OMB Circular A-133
establish the levels of expenditures or expenses to be used in defining Type A
and Type B federal award programs. Type A programs, for the District, are
those programs, which exceed $300,000 in federal expenditures, distributions,
or issuances for the year ended June 30, 2013.
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BOX ELDER SCHOOL DISTRICT
» TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

SIGNIFICANT ACCOUNTING POLICIES (continued)
Reporting Entity

The reporting entity is fully described in Note 1 of the District’s financial
statements. The schedule includes all federal award programs administered by
the District for the year ended June 30, 2013.

Basis of Accounting

The expenditures in the schedule are recognized as incurred based on the
modified accrual basis of accounting, which is the same basis of accounting
used by the District’s governmental funds as described in Note 1 to the
District’s basic financial statements, and the cost accounting principles
contained in OMB Circular A-87, Cost Principles for State and Local
Governments. Under these cost principles certain types of expenditures are
not allowable or are limited as to reimbursement.

The schedule does not include matching expenditures.

Some of the District’s federal awards are received directly from the granting
federal agency (i.e., the District is the primary recipient). However, the
majority of federal awards, as identified on the schedule, are passed through a
separate entity prior to receipt by the District (i.e., the District is a sub-
recipient).
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BOX ELDER SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPEND. . JRES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 3. RECONCILIATION OF AMOUNTS REPORTED ON SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS TO THE DISTRICT’S
FINANCIAL REPORT

The following is a reconciliation of the amounts reported in the Schedule of
Expenditures of Federal Awards with the amounts reported in the District’s fund
financial statements.

Federal funds reported in the General Fund $ 4,180,616
Federal finds reported in the Non K-12 Fund 198,693
Federal funds reported in the School Lunch Fund 7 285,967

6,765,276
Plus:

Amount recorded on Schedule for Food
Distribution not recorded on the fund financial
statements. 332,483

Amount of Medicaid funds recorded as federal in
General Fund statements but are charges for
services (483,722)

Amount received from Internal Revenue Service for
revenue and expense of interest on Qualified School
Construction Build America Bonds of $148,800. -

Amount recorded in School Food Service Fund
as federal revenue but is reimbursement for food
services. M3 057)

Expenditures of Federal Awards $ 6,590,980
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR T... YEAR ENDED JUNE 30, 2013

Section 1 — Summary of Auditor’s Results

Ticnemmin

| Statements

Type of Auditor's report issued:
Internal control over financial reporting:

Material weakness(es) identified?
Significant deficiency(ies) identified not
considered to be a material weakness?
Noncompliance material to financial statements
Federal Awards
Internal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified not

considered to be a material weakness?

Type of Auditor's report on compliance for major
programs:

Any audit findings disclosed that are required to be

Unmodified

yes _X no

yes _X none reported

yes _X no

yes X __none reported

Unmodified

reported in accordance with Circular A-133, Section

.510(a)?
Identification of major programs:
CFDA Numbers
10.555
10.553
10.555
84.010

Dollar threshold used to distinguish between Type
A and Type B programs:

Auditee qualified as low-risk auditee?

yes _X no

Name of Federal Program or Cluster
National School Lunch Cluster:
Food Distribution
School Breakfast Program
National School Lunch
Title I Grants to Local Education Agencies

$300,000

X yes __no
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

Section II - Financial Statement findings
This section identifies the significant deficiencies, material weaknesses, and instances of
noncompliance related to the financial statements that are required to be reported in accordance

with paragraphs 5.18 through 5.20 of Government Auditing Standards.

There were no significant deficiencies and no material weaknesses noted during our audit, which
are required to be reported.

Section III — Federal Award Findings and Questioned Costs

There were no federal award findings or questioned costs noted during our audit that are required
to be reported in accordance with OMB A-133. Accordingly, no such matters are reported.
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