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NEWS RELEASE

Nolte, Cornman & Johnson P.C. today released an audit report on
the Brooklyn-Guernsey-Malcom Community School District in Brooklyn,
Iowa.

The District has implemented new reporting standards for the year
ended June 30, 2004, with significant changes in content and structure
of the financial statements. The new financial statements include a
Statement of Net Assets and a Statement of Activities which provide
information about the activities of the District as a whole and present
a longer-term view of the District’s finances. Also included is
Management’s Discussion and Analysis of the District’s financial
statements.

The District’s revenues for the governmental funds totaled
$6,204,726 for the year ended June 30, 2004 and included $2,682,910 in
local tax, $2,464,710 from the state, $571,600 from the federal
government, $43,605 in interest on investments and 3,725,000 from the
sale of bonds.

Governmental fund expenditures for the year totaled $7,389,217 and
included $3,079,587 for instruction, $1,583,397 for support services and
$2,726,233 for other expenditures.

A copy of the audit report is available for review in the office

of the Auditor of State and the District Secretary's office.
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NOLTE, CORNMAN & JOHNSON P.C.

Certified Public Accountants
(a professional corporation)
117 West 3rd Street North, Newton, Iowa 50208-3040
Telephone (641) 792-1910

INDEPENDENT AUDITOR'S REPORT

To the Board of Education of the
Brooklyn~-Guernsey-Malcom Community School District:

We have audited the accompanying financial statements of the
governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the Brooklyn-Guernsey-Malcom
Community School District as of and for the year ended June 30, 2004,
which collectively comprise the District’s basic financial statements as
listed in the table of contents. These financial statements are the
responsibility of District officials. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted
auditing standards, Chapter 11 of the Code of Towa, and the standards
applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.
Those standards and provisions require that we plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of
the governmental activities, business-type activities, each major fund,
and the aggregate remaining fund information of the Brooklyn-Guernsey-
Malcom Community School District at June 30, 2004, and the respective
changes in financial position and cash flows, where applicable, thereof
for the year ended in conformity with U.S. generally accepted accounting
principles.

As described in Note 13 to the financial statements, during the
year ended June 30, 2004, Brooklyn-Guernsey-Malcom Community School
District adopted Governmental Accounting Standards Board Statement No.
34, Basic Financial Statements- and Management’s Discussion and
Analysis- for State and Local Governments; Statement No. 37, Basic
Financial Statements- and Management’s Discussion and Analysis- for
State and Local Governments: Omnibus; Statement No. 38, Certain
Financial Statement Note Disclosures; Statement No. 41, Budgetary
Comparison Schedule- Perspective Differences; and Interpretation No. 6,
Recognition and Measurement of Certain Liabilities and Expenditures in
Governmental Fund Financial Statements.

In accordance with Government Auditing Standards, we have also
issued our reports dated August 13, 2004 on our consideration of the
Brooklyn-Guernsey~Malcom Community School District’s internal control
over financial reporting and our tests of its compliance with certain

Members American Institute & Iowa Society of Certified Public Accountants



provisions of laws, regulations, contracts and grants. Those reports
are an integral part of an audit performed in accordance with Government
BAuditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Management’s Discussion and Analysis and budgetary comparison
information on pages 4 through 13 and 36 through 38 are not required
parts of the basic financial statements, but are supplementary
information required by the Governmental Auditing Standards Board. We
have applied certain limited procedures, which consisted principally of
ingquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpcse of forming an opinion on
the financial statements that collectively comprise Brooklyn-Guernsey-
Malcom Community School District’s basic financial statements. We
previously audited, in accordance with the standards referred to in the
second paragraph of this report, the financial statements for three
years ended June 30, 2003 (none of which are presented herein) and
expressed an unqualified opinion on those financial statements. The
supplemental information included in Schedules 1 through 5, including
the Schedule of Expenditures of Federal Awards required by U.S. Office
of Management and Budget (OMB) Circular A-133, is presented for purposes
of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and,
in our opinion, is fairly stated, in all material respects, in relation
£o the basic financial statements taken as a whole.

M‘v @t)nnbm K\J") }\WQC

NOLTE, CORNMAN & JOHNSON, P.C.

August 13, 2004



MANAGEMENT’S DISCUSSION AND ANALYSIS

Brooklyn-Guernsey-Malcom Community School District provides this Management’s
Discussion and Analysis of its financial statements. This narrative overview and analysis of
the financial activities is for the fiscal year ended June 30, 2004. We encourage readers to
consider this information in conjunction with the District’s financial statements, which follow.

Because the District is implementing new reporting standards for this fiscal year with
significant changes in content and structure, much of the information is not easily comparable
to prior years. However, in future years, comparisons will be more meaningful and will go
further in explaining the District’s financial position and results of operations.

2004 FINANCIAL HIGHLIGHTS

General Fund revenues increased from $4,406,391 in fiscal 2003 to $4,624,927 in fiscal 2004,
while General Fund expenditures increased from $3,915,252 in fiscal 2003 to $4,644,117 in
fiscal 2004. This resulted in a decrease in the District’s General Fund balance from $798,550
in fiscal 2003 to a balance of $790,002 in fiscal 2004, a 1% decrease from the prior year.

The increase in General Fund revenues was attributable to an increase in local tax in fiscal
2004. The increase in expenditures was due primarily to an increase in the negotiated salary
and benefits. One reason the General Fund balance decreased is because the negotiated
salary and benefits settlement was greater than the increase in the District’s General Fund
revenue for fiscal 2004.

A decline in interest rates during the past fiscal year, combined with less cash available to be
invested, resulted in interest earnings in the increase in the General Fund alone to decrease
from $40,787 in fiscal year 2003 to $18,104 in fiscal year 2004.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of the District’s financial activities.

The Government-wide Financial Statements consist of a Statement of Net Assets and a
Statement of Activities. These provide information about the activities of Brooklyn-
Guernsey-Malcom Community School District as a whole and present an overall view of the
District’s finances.

The Fund Financial Statements tell how governmental services were financed in the short
term as well as what remains for future spending. Fund financial statements report
Brooklyn-Guernsey-Malcom Community School District’s operations in more detail than
the government-wide statements by providing information about the most significant funds.
The remaining statements provide financial information about activities for which
Brooklyn-Guernsey-Malcom Community School District acts solely as an agent or custodial
for the benefit of those outside of the School District.




Notes to the financial statements provide additional information essential to a full
understanding of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial
statements with a comparison of the District’s budget for the year.

Other Supplementary Information provides detailed information about the nonmajor funds.

Figure A-1 shows how the various parts of this annual report are arranged and relate to one
another.

Figure A-1
Brooklyn-Guernsey-Malcom Community School District Annual Financial Report

Management's A , Required
. . Basic Financial
Discussion Supplementary
. Statements .
and Analysis Information

Summary < -~  Detail




Figure A-2 summarizes the major features of the District’s financial statements, including the
portion of the District’s activities they cover and the types of information they contain.

Figure A-2
Major Features of the Government-wide and Fund Financial
Statements
Government-wide Fund Statements
Statements Governmental Funds Proprietary Funds
Scope Entire district {except |The activities of the Activities the district

fiduciary funds)

district that are not
proprietary or fiduciary,
such as special
education and building
maintenance

operates similar to
private businesses:
food services and adult
education

Required financial
statements

e Statement of net
assets

e Statement of
activities

¢ Balance sheet

e Statement of
revenues, expenditures,
and changes in fund
balances

e Statement of Net
Assets

e Statement of
revenues, expenses and
changes in net assets

e Statement of cash
flows

Accounting basis and
measurement focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting and current
financial resources
focus

Accrual accounting and
€Cononlic resources
focus

Type of asset/ liability
information

All assets and ligbilities,
both financial and
capital, short-term and
long-term

Generally assets
expected to be used up
and liabilities that come
due during the year or
soon thereafter; no
capital assets or long-
term liabilities included

All assets and liabilities,
both financial and
capital, and short-term
and long-term

Type of inflow/ outflow
information

All revenues and
expenses during year,
regardiess of when cash
is received or paid

Revenues for which
cash is received during
or soon after the end of
the year; expenditures
'when goods or services
have been received and
the related liability is
due during the year or
soon thereafter

All revenues and
expenses during the
year, regardless of when
cash is received or paid




REPORTING THE DISTRICT’S FINANCIAL ACTIVITIES

Government-wide Financial Statements

The government-wide financial statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net
Assets includes all of the District’s assets and liabilities. All of the current year’s revenues and
expenses are accounted for in the Statement of Activities, regardless of when cash is received or
paid.

The two government-wide financial statements report the District’s net assets and how they have
changed. Net assets — the difference between the District’s assets and liabilities — are one way to
measure the District’s financial health or position. Over time, increases or decreases in the
District’s net assets are an indicator of whether financial position is improving or deteriorating.
To assess the District’s overall health, additional non-financial factors, such as changes in the
District’s property tax base and the condition of school buildings and other facilities, need to be
considered.

In the government-wide financial statements, the District’s activities are divided into two
categories:

e  Governmental activities: Most of the District’s basic services are included here, such as regular
and special education, transportation and administration. Property tax and state aid finance
most of these activities.

s Business-type activities: The District charges fees to help cover the costs of certain services it
provides. The District’s school nutrition program is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds,
focusing on its most significant or “major” funds — not the District as a whole. Funds are
accounting devices the District uses to keep track of specific sources of funding and spending on
particular programs.

Some funds are required by state law and by bond covenants. The District establishes other
funds to control and manage money for particular purposes, such as accounting for student
activity funds or to show that it is properly using certain revenues such as federal grants.

The District has two kinds of funds:

1) Governmental funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental fund statements provide a detailed short-term view that helps
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs.

The District’s governmental funds include the General Fund, Special Revenue Funds,
Capital Projects Fund, and Debt Service Fund.

The required financial statements for the governmental funds include a balance sheet and
a statement of revenues, expenditures and changes in fund balances.

2) Proprietary funds: Services for which the District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the government-wide
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financial statements. The District's enterprise funds, one type of proprietary fund, are the
same as its business-type activities, but provide more detail and additional information, such
as cash flows. The District currently has two enterprise fund, the School Nutrition Fund, and
the Daycare Fund.

The required financial statements for the proprietary funds include a statement of
revenues, expenses and changes in net assets and a statement of cash flows.

Reconciliations between the government-wide financial statements and the fund financial
statements follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Figure A-3 below provides a summary of the District’s net assets for the year ended
June 30, 2004.

Figure A-3
Condensed Statement of Net Assets
Governmental Business-type Total
Activities Activities School District
2004 2004 2004
Current and other assets $ 8,568,050 35,928 8,603,978
Capital assets 5,618,645 59,609 5,678,254
Total assets 14,186,695 95,537 14,282,232
Long-term obligations 5,035,390 0 5,035,390
Other liabilities 3,609,201 5,122 3,614,323
Total liabilities 8,644,591 5,122 8,649,713
Net assets:
Invested in capital assets,
net of related debt 4,286,383 59,609 4,345,992
Restricted 792,128 0 792,128
Unrestricted 463,593 30,306 494,399
Total net assets $ 5,542,104 50,415 5,632,519




Figure A-4 shows the changes in net assets for the year ended June 30, 2004.

Figure A-4
Changes of Net Assets
Governmental Business-type Total
Activities Activities School District
2004 2004 2004
Revenues:
Program revenues:
Charges for services 3 441,901 168,144 610,045
Operating grants and contributions and
restricted interest 681,669 92,628 774,297
Capital grants and contributions and
restricted interest 485,824 0 485,824
General revenues:
Local tax 2,680,113 0 2,680,113
Unrestricted state grants 1,868,817 0 1,868,817
Other 3,636,459 239 3,636,698
Total revenues 9,794,783 261,011 9,445,749
Program expenses:
Governmental activities:
Instructional 3,076,290 0 3,076,290
Support services 1,449,269 0 1,449,269
Non-instructional programs 0 240,851 240,851
Other expenses 1,886,406 0 1,886,406
Total expenses 6,411,965 240,851 6,652,816
Changes in net assets 3,382,818 20,160 2,792,933
Net assets beginning of year 2,159,286 70,255 2,229,541
Net assets end of year $ 5,542,104 90,415 5,022,474

Property tax and unrestricted state grants account for 48% of the total revenue. The
District’s expenses primarily relate to instruction and support services which account for 68%
of the total expenses.

Governmental Activities

Revenues for governmental activities were $9,794,783 and expenses were $6,411,965. In a
difficult budget year, the District was able to balance the budget by trimming expenses to
match available revenues.

The following table presents the total and net cost of the District’s major governmental
activities: instruction, support services, non-instructional programs and other expenses.

Figure A-5
Total and Net Cost of Governmental Activities
Total Cost Net Cost
of Services of Services
Instruction $ 3,076,290 1,650,330
Support services 1,449,269 1,449,269
Other expenses 1,886,406 1,702,972
Totals $ 6,411,965 4,802,571

e The cost financed by users of the District’s programs was $441,901.
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e TFederal and state governments subsidized certain programs with grants and contributions
totaling $1,167,493.

¢ The net cost of governmental activities was financed with $2,680,113 in local tax, $1,868,817,
in unrestricted state grants, and $43,605 in interest income.

Business-Type Activities

Revenues of the District’s business-type activities were $261,011 and expenses were $240,851.
The District’s business-type activities include the School Nutrition Fund. Revenues of these
activities were comprised of charges for service, federal and state reimbursements and investment
income.

INDIVIDUAL FUND ANALYSIS

As previously noted, the Brooklyn-Guernsey-Malcom Community School District uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.

The financial performance of the District as a whole is reflected in its governmental funds, as well.
As the District completed the year, its governmental funds reported combined fund balance of
$4,770,755, above last year’s ending fund balances of a $2,219,604. However, the primary reason
for the increase was the sale of bonds in the Debt Service Fund.

Governmental Fund Highlights

¢ The District’s deteriorating General Fund financial position is the product of many factors.
Increase in the tax levy during the year in tax and grants resulted in an increase in revenues.
However, the increase in revenues was less than the District’s increase in General Fund
expenditures resulting in a decrease in the financial position of the District.

e The Management, and Activity Fund combined balance decreased from $51,464 in 2003, to
$48,633 in 2004, due to the increase in expenditures in both funds.

e The Physical Plant and Equipment Levy (PPEL) fund balance increased from $352,495 to
$467,195, due to an increase in local tax for the year.

e The Capital Projects fund balance decreased from $828,152 in 2003 to a deficit of $192,382 in
2004, due to an increase in total expenditures.

o The Debt Service fund balance increased from $188,943 in 2003, to $3,657,307 in 2004, due
to a sale of bonds during the year to crossover refund existing bonds.

Proprietary Fund Highlights

The School Nutrition Fund net assets increased from $79,723 at June 30, 2003 to $101,554
at June 30, 2004, representing an increase of approximately 27%. For fiscal 2004, the
District increased meal prices, resulting in increased revenues. While the Daycare Fund net
assets decreased from a deficit of $9,468 to a deficit of $11,139.
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BUDGETARY HIGHLIGHTS

Over the course of the year, Brooklyn-Guernsey-Malcom Community School District
amended its annual budget one time to reflect additional expenditures associated with all
functional areas.

The District’s revenues were $506,868 more than budgeted revenues, a variance of 8%.
The most significant variance resulted from the District receiving less in federal sources than
originally anticipated.

Total expenditures were more than budgeted, primarily to the District’s budget for the
General Fund. It is the District’s practice to budget expenditures at the maximum authorized
spending authority for the General Fund. The District then manages or controls General Fund
spending through its line-item budget. As a result, the District’s certified budget should always
exceed actual expenditures for the year.

In spite of the District’s budgetary practice, the certified budget exceeded in the support
services and other expenditures functional areas due to the timing of disbursements paid at year-
end without sufficient time to amend the certified budget.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2004, the District had invested $5.7 million, net of accumulated depreciation,
in a broad range of capital assets, including land, buildings, athletic facilities, computers, audio-
visual equipment and transportation equipment. (See Figure A-6} This amount represents a net
increase of less than 1% from last year. More detailed information about capital assets is
available in Note 6 to the financial statements. Depreciation expense for the year was $241,505.

The original cost of the District’s capital assets was $7.9 million. Governmental funds
account for $7.8 million with the remainder of $0.1 million in the Proprietary, School Nutrition
Fund.

The largest change in capital asset activity during the year occurred in the building
category. The District’s buildings totaled $5,362,756 at June 30, 2004, compared to $5,491,683
reported at June 30, 2003. This decrease resulted from the current year depreciation expense.

Figure A-6
Capital Assets, Net of Depreciation

Governmental  Business-type Total
Activities Activities School District

2004 2004 2004
Land $ 65,520 0 65,520
Buildings 5,362,756 0 5,362,756
Improvements other than buildings 11,516 0 11,516
Machinery and equipment 178,853 59,609 238,462
Total $ 5,618,645 59,609 5,678,254
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Long-Term Debt
At June 30, 2004, the District had long-term debt outstanding of $5,035,390 in general obligation
bonds, bond anticipation notes, and early retirement. This represents a decrease of

approximately 14.1% from last year. (See Figure A-7) More detailed information about the
District’s long-term liabilities is available in Note 7 to the financial statements.

The District had total outstanding general obligation bonds payable of $4,950,000 at June 30,
2004.

The District had a bond anticipation note payable of $25,718 at June 30, 2004.

The District also had total outstanding early retirement payable of $59,672 at June 30, 2004.

Figure A-7
Outstanding Long-Term Obligations
Total School District Total
2004 2003 Change
General obligation bonds $ 4,950,000 5,020,000 -1.4%
Bond anticipation note 25,718 782,443 -96.7%
Early retirement 59,672 61,326 -2.7%
Total $ 5,035,390 5,863,769 -14.1%

ECONOMIC FACTORS BEARING ON THE DISTRICT’S FUTURE

At the time these financial statements were prepared and audited, the District was aware of
several existing circumstances that could significantly affect its financial health in the future:

e Although the District has experienced declining enrollment for a few years, the District expects
a slight increase in enrollment.

s SILO tax is bringing in money to help pay the deficits that have been made by the cuts in
funding.

e The School District received a matching Harkin Grant that allowed for improvements to the
High School building. It allowed for a new roof, tuck-pointing, new doors, and windows, and
landscaping of the front of the building. Matching funds were the SILO funds.

s Low allowable growth over several years and enrollment decreases is negatively impacting the
District’s spending authority. Contractual increases and program changes cannot be made
without thorough consideration of our unspent authorized budget.

¢ Continued budget concerns at state level will affect future projections. The District has been
forced to shift funding to property taxes.
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CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors
and creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Sharon Goodrich, District Board Secretary, Brooklyn-
Guernsey-Malcom Community School District, 1090 Jackson Street, Brooklyn, Iowa, 52211.
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BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF NET ASSETS

Exhibit A

JUNE 30, 2004
“Governmental Business-type
Activities Activities Total
ASSETS - )
Cash and pooled investments
ISCAP (Note 5) $ 861,752 0 861,752
Other 5,289,744 30,093 5,319,837
Receivables:
Property tax:
Delinguent 107,272 0 107,272
Succeeding year 2,017,297 0 2,017,297
Income surtax 227,663 0 227,663
Accounts 51 0 51
Accrued interest
ISCAP (Note 5) 3,237 0 3,237
Due from other governments 3,774 0 3,774
Prepaid expenses 57,260 0 57,260
Inventories 0 5,835 5,835
Capital assets, net of accumulated
depreciation(Note 6) 5,618,645 59,609 5,678,254
TOTAL ASSETS 14,186,695 95,537 14,282,232
LIABILITIES
Accounts payable 315,077 0 315,077
Salaries and benefits payable 369,501 1,679 371,180
Interest payable 39,569 0 39,569
ISCAP warrants payable (Note 5) 860,000 0 860, 000
ISCAP accrued interest payable (Note 5) 4,908 0 4,908
ISCAP premiums payable 2,849 0 2,849
Deferred revenue:
Succeeding year property tax 2,017,297 0 2,017,297
Other 0 3,443 3,443
Long-term liabilities(Note 7):
Portion due within one year:
General obligation bonds 220,000 0 220,000
Bond anticipation note 25,718 0 25,718
Early retirement 16,958 0 16,958
Portion due after one year:
General obligation bonds 4,730,000 0 4,730,000
Barly retirement 42,714 0 42,714
TOTAL LIABILITIES 8,644,591 5,122 8,649,713
NET ASSETS
Investment in capital assets, net of
related debt 4,286,383 59,609 4,345,992
Restricted for:
Other-SBRC 119,000 0 119,000
Physical plant & equipment levy 637,942 0 637,942
Other special revenue purposes 35,186 0 35,186
Unrestricted 463,593 30,806 494,399
TOTAL NET ASSETS $ 5,542,104 90,415 5,632,519

SEE NOTES TO FINANCIAL STATEMENTS.
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BROOKLYN-GUERNSEY~MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2004

Program Revenues

COperating Grants, Capital Grants,
Contributions Contributions
Charges for and Restricted and Restricted

Expenses Services Interest Interest
Functions/Programs
Govermmental activities:
Instruction:
Regular instruction $ 2,088,437 316,213 498,235 485,824
Special instruction 549,516 3,154 0 0
Other instruction 438,337 122,534 0 0
3,076,290 441,901 498,235 ' 485,824
Support services:
Student services 41,703 0 0 0
Instructional staff services 108,106 0 0 0
Administration services 517,721 0 0 0
Operation and maintenance of plant services 630,690 0 0 0
Transportation services 151,049 0 0 0
1,449,269 0 0 0
Other expenditures:
Facilities acquisitions 1,211,670 0 0 0
Long-term debt interest 355,670 0 0 0
AFEA flowthrough 183,434 0 183,434 0
Depreciation{unallocated) * 135,632 0 0 0
71,886,406 0 183,434 0
Total govermmental activities 6,411,965 441,901 681,669 485, 824
Business-Type activities:
Non-instructional programs:
Nutrition services 227,160 156,124 92,628 0
Daycare 13,691 12,020 o] 0
Total business-type activities 240,851 168,144 92,628 0
Total $ 6,652,816 610,045 774,297 485,824

General Revermues:
Local tax for:
General purposes
Debt services
Capital outlay
Local option sales and service tax
Unrestricted state grants
Unrestricted investment earnings
Sale of bonds
Compensation on loss of fixed assets
Sales of equipment and material

Total general revenues

Changes in net assets

Net assets beginning of year, as restated(Note 13)
Net assets end of year

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

SEE NOTES TO FINANCIAL STATEMENTS.
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Net (Expense) Revenue

and Changes in Net Assets

Governmental Business-Type
Activities Activities Total
(788, 165) 0 (788, 165)
(546, 362) 0 (546,362)
(315, 803) 0 (315,
""""""" (1, 650,330) 0 (1,650,
(41,703) 0 (41,703)
(108,106) 0 (108,106)
(517,721) 0 (517,721)
(630, 690) 0 (630, 690)
(151,049) 0 (151, 049)
(1, 449,269) 0 (1,449,269)
(1,211,670) 0 (1,211, 670)
(355, 670) 0 (355, 670)
0 0 0
(135, 632) 0 (135, 632)
(1,702,972) 0 (1,702,972)
(4,802,571) 0 (4,802,571)
0 21,592 21,592
0 (1,671) (1,671)
0 19,921 19,921
19,921 ‘ (4,782, 650)
$ 1,812,267 0 1,812,267
274,244 0 274,244
253,378 0 253,378
340,224 0 340,224
1,868,817 0 1,868,817
43,605 239 43,844
3,585,000 0 3,585,000
7,550 0 7,550
304 0 304
8,185,389 239 8,185,628
3,382,818 20,160 3,402,978
2,159,286 70,255 2,229,541
$ 5,542,104 90,415 5,632,519
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Exhibit C

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2004

Other
Capital Debt Goverrmental
General Projects Service Funds Total
ASSETS
Cash and pooled investments
ISCAP (Note 5) C s 861,752 0 0 0 861,752
Other 1,258,135 158,882 3,653,682 219,045 5,289,744
Receivables:
Property tax
Delingquent 22,843 78, 664 3,625 2,140 107,272
Succeeding year 1,468,623 0 370,245 178,429 2,017,297
Income surtax 56,916 0 0 170,747 227,663
Interfund 6,290 0 0 238,638 244,928
Accounts 51 0 0 0 51
Accrued interest
ISCAP (Note 5) 3,237 0 0 0 3,237
Due fram other governments 3,774 0 0 0 3774
Prepaid expenses 0 0 0 57,260 57,260
TOTAL ASSETS $ 3,681,621 237,546 4,027,552 866, 259 8,812,978
LIABILITIES AND FUND BAIANCES
Liabilities:
Interfund payable $ 0 244,928 0 0 244,928
Accounts payable 128,822 185,000 0 1,255 315,077
Salaries and benefits payable 369,501 0 0 0 369,501
ISCAP warrants payable (Note 5) 860, 000 0 0 0 860, 000
ISCAP accrued interest payable (Note 5) 4,908 0 0 0 4,908
ISCAP premiums payable 2,849 0 0 0 2,849
Deferred revenue:
Succeeding year property tax 1,468,623 0 370,245 178,429 2,017,297
Incame surtax 56,916 0 0 170,747 227,663
Total liabilities 2,891,619 429,928 370, 245 350,431 4,042,223
Fund balances:
Reserved for:
Other— SBRC 119, 000 0 0 0 119, 000
Unreserved:
Undesignated 671,002 (192,382) 3,657,307 515,828 4,651,755
Total fund balances 790,002 (192,382) 3,657,307 515,828 4,770,755
TOTAL LIABILITIES AND FUND BALANCES $ 3,681,621 237,546 4,027,552 866,259 8,812,978

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2004

Total fund balances of governmental funds(page 17) S 4,770,755

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

Capital assets used in governmental activities are not
financial resources and, therefore, are not report as
assets in in the governmental funds. 5,618,645

Accrued interest payable in long-term liabilities is not
due and payable in the current period and, therefore,
is not reported as a liability in the governmental funds. (39,569)

Accounts receivable income surtax, are not yet available
to finance expenditures of the current fiscal period. 227,663

Long-term liabilities, including bonds payable, notes

payable, and early retirement are not due and payable in

the current period and, therefore, are not reported as

liabilities in the governmental funds. (5,035,390)

Net assets of governmental activites(page 14) S 5,542,104

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit E

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2004

Other
Capital Debt Goverrsmrental
Gereral Projects Service Funds Total
REVENUES: "
Local sources:
Iocal tax $ 1,736,970 0 274,244 331,472 2,342,686
I0SST 0 340,224 0 0 340,224
Tuition 271,792 0 0 0 277,792
Other 59,679 3,636 21,014 123,385 207,714
State sources 2,464,710 0 0 0 2,464,710
Federal sources 85,776 485,824 0 0 571,600
Total reverues 4,624,927 829, 684 295,258 454,857 6,204,
EXPENDITURES:
Current:
Instruction:
Regular instruction 2,091, 818 0 0 0 2,091,818
Special instruction 549,516 0 0 0 549,516
Other instruction 314,620 0 0 123,633 438,253
2,955,954 0 0 123,633 3,079,587
Sugport services:
Student services 42,443 0 0 0 42,443
Instructicnal staff services 108,106 0 0 0 108,106
Administration services 511,743 0 0 0 511,743
Operation and maintenance of plant services 541,230 0 0 77,852 619,082
Transportation services 301,207 0 0 816 302,023
T 1,504,729 0 78,668 1,583,397
Other expenditures:
Facilities acquisitions 0 1,075,983 0 140,687 1,216,670
Long-term debt:
Principal 0 0 966,725 0 966, 725
Interest and fiscal charges 0 0 359,404 0 359,404
BFA flowthrough 183,434 0 0 0 183,434
' 183,434 1,075,983 1,326,129 140, 687 2,726,233
Total expenditures 4,644,117 1,075,983 1,326,129 342,988 7,389,217
Excess (deficiency) of reverues over (under)
expenditures (19,190) (246,299) (1,030,871) 111,869 (1,184,491)
Other financing sources (uses) :
Sale of bords 0 0 3,725,000 0 3,725,000
Transfers in 0 0 774,235 0 774,235
Transfers out 0 (774,235) 0 0 (774,235)
Carpensation for loss of fixed assets 0 0 7,550
Sales of equipment and material 0 0 3,092
Total other financing sources (uses) 4,499,235 0 3,735,642
Net change in furd kalances 3,468,364 111,869 2,551,151
Flrd balance beginning of year 188,943 403,959 2,219,604
Fund balance end of year $ 790,002 (192,382) 3,657,307 515,828 4,710,755

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit F

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2004

Net change in fund balances - total governmental funds(page 19) $ 2,551,151

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

Capital outlays to purchase or build capital assets are
reported in governmental funds as expenditures. However, those
costs are reported in the Statement of Net Assets and are
allocated over their estimated useful lives as depreciation
expense in the Statement of Activities. The amounts of capital
outlays and depreciation expense in the year are as follows:
Capital outlays $ 240,632
Depreciation expense (235, 493) 5,139

Repayment of long-term debt principal is an expenditure in the
governmental funds, but it reduces long-term liabilities in the
Statement of Net Assets. 826,725

The proceeds from the sale of equipment ($3,092) are reported as

revenue in the governmental funds. However, the cost of the

equipment as well as the corresponding depreciation ($2,788) is

removed from the capital assets account in the Statement of Net

Assets and offset against the sale proceeds resulting in a "loss

on disposal of equipment” which is reported within the government-
type expenses. Thus, more revenue is reported in the governmental
funds than the Statement of Activities. (2,788)

Interest on long-term debt in the Statement of Activities differs

from the amount reported in the governmental funds because

interest is recorded as an expenditure in the funds when due.

In the Statement of Activities, interest expense is recognized

as the interest accrues, regardless of when it is due. 3,734

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and, therefore, are not reported
as expenditures in the governmental fund.
Early retirement 1,654

Income surtax account receivable is not available to finance
expenditures of the current year period in the governmental funds. (2,797)

Changes in net assets of governmental activities (page 16) $

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit G

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

School
Nutrition Daycare Total

ASSETS e
Cash and cash equivalents $ 39,553 (9, 460) 30,093
Inventories 5,835 0 5,835
Capital assets, net of accumulated depreciation 59, 609 0 59, 609
TOTAL ASSETS 95,537
LIABILITIES

Salaries and benefits payable 0 1,679 1,679
Deferred revenues 3,443 0 3,443
TOTAL LIABILITES 3,443 1,679 5,122
NET ASSETS

Invested in capital assets, net of related debt 59,609 0 59,609
Unrestricted 41,945 (11,139) 30,806
TOTAL NET ASSETS $ 101,554 (11,139) 90,415

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit H

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

School
Nutrition Daycare Total
OPERATING REVENUE: e ' i
Local sources:
Other local sources:
Sale of lunches and breakfasts:
Students $ 152,971 0 152,971
Adults 1,674 0 1,674
Miscellaneous 1,479 12,020 13,499
TOTAL OPERATING REVENUES o 156,1ZZWWWWWI§,O2O lé@;iﬁ@w
OPERATING EXPENSES:
Food service operations:
Salaries 84,554 13,691 98,245
Benefits 10,263 0 10,263
Services 4,167 0 4,167
Supplies 122,164 0 122,164
Depreciation 6,012 0 6,012
TOTAL OPERATING EXPENSES 2277I€6‘ 13,g§IWW4\§E5)851
OPERATING LOSS (71,036) (1,671) (72,707)
NON-OPERATING REVENUES:
Interest 239 0 239
State sources 3,896 0 3,896
Federal sources 88,732 0 88,732
TOTAL NON-OPERATING REVENUES 92867 0T T 92,867
Net income(loss) 21,831 (1,671) 20,160
Net assets at beginning of year 79,723 (9,468) 70,255
Net assets end of year $ 101,554 (11,139) 90,415

SEE NOTES TO FINANCIAL STATEMENTS.
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Exhibit T

BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

School
Nutrition Daycare Total
Cash flows from operating activities:
Cash received from sale of lunches and breakfasts S 158,088 0 158,088
Cash received from miscellaneous operating activities 1,479 12,020 13,499
Cash payments to employees for services (94,817} (13,410) (108,227)
Cash payments to suppliers for goods or services (107, 048) 0 (107, 048)
Net cash used in operating activities T 42, 298) (1,3%0)

Cash flows from non-capital financing activities:

State grants received 3,896 6] 3,896

Federal grants received 70,671 0 70,671
Net cash provided by non-capital financing T -

activities 74,567 0 74,567

Cash flows from investing activities:
Interest on investments
Net cash provided by investing activities

Cash flows from capital financing activities:

Purchase of assets ~ (3s8,460) o (38, 460)
Net cash used in financing activities (38,4@9} VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVV 0 (3§f§§02
Net decrease in cash and cash equivalents (5,952) (1,390) (7,342)
Cash and cash equivalents at beginning of year B WE§L§95 (§£97Q2 77777777777777 hw§7,435
Cash and cash equivalents at end of year Ai 3 739,553 (9, 460) WWWWM§QL993

Reconciliation of operating loss to net cash used
in operating activities:
Operating loss $ (71, 036) (1,671) (72,707)
Adjustments to reconcile operating loss to net
cash used in operating activities:

Commodities consumed 18,061 0 18,061
Depreciation 6,012 0 6,012
Decrease in inventories 1,222 0 1,222
Increase in salaries and benefits payable 0 281 281
Increase in deferred revenue 3,443

Net cash used in operating activities $

RECONCILIATION OF CASH AND CASH EQUIVALENTS AT YEAR
END TO SPECIFIC ASSETS INCLUDED CN COMBINED BATANCE
SHEET:

Current assets:
Cash and pooled investments S 39,§§3 77“(9,460) ] 30,093

NON-CASH INVESTING, CRAPITAL AND FINANCING ACTIVITIES:

During the year ended June 30, 2004, the District received
Federal commodities valued at $18,061.

SEE NOTES TC FINANCIAL STATEMENTS.
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BROOKLYN-GUERNSEY-MALCOM COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

(1) Summary of Significant Accounting Policies

The Brooklyn-Guernsey-Malcom Community School District is a
political subdivision of the State of Iowa and operates public
schools for children in grades kindergarten through twelve and
special education pre-kindergarten. Additionally, the District
either operates or sponsors various adult education programs.
These courses include remedial education as well as vocational
and recreational courses. The geographic area served includes
the City of Brooklyn, Iowa, and the predominate agricultural
territory in Poweshiek Counties. The District is governed by a
Board of Education whose members are elected on a non-partisan
basis.

The District’s financial statements are prepared in conformity
with U.S. generally accepted accounting principles as prescribed
by the Governmental Accounting Standards Board.

A. Reporting Entity

For financial reporting purposes, Brooklyn-Guernsey-Malcom
Community School District has included all funds,
organizations, account groups, agencies, boards, commissions
and authorities. The District has alsc considered all
potential component units for which it is financially
accountable, and other organizations for which the nature and
significance of their relationship with the District are such
that exclusion would cause the District’s financial
statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These
criteria include appointing a voting majority of an
organization’s governing body, and (1) the ability of the
District to impose its will on that organization or (2) the
potential for the organization to provide specific benefits
to, or impose specific financial burdens on the District.

The Brooklyn-Guernsey-Malcom Community School District has no
component units which meet the Governmental Accounting
Standards Board criteria.

Jointly Governed Organizations - The District participates in
a jointly governed organization that provides services to the
District but do not meet the criteria of a joint venture
since there i1s no ongoing financial interest or
responsibility by the participating governments. The
District is a member of the Poweshiek County Assessors’
Conference Board.

B. Basis of Presentation

Government-wide financial statements - The Statement of Net
Assets 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 tax and intergovernmental revenues,
are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support.
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The Statement of Net Assets presents the District’s
nonfiduciary assets and liabilities, with the difference
reported as net assets. Net assets are reported in three
categories:

Invested in capital assets, net of related debt consists of
capital assets, net of accumulated depreciation and reduced
by outstanding balances for bonds, notes, and other debt that
are attributed to the acquisition, construction, or
improvement of those assets.

Restricted net assets result when constraints placed on net
assets use are either externally imposed or imposed by law
through constitutional provisions or enabling legislation.

Unrestricted net asset consist of net assets that do not meet
the definition of the two preceding categories. Unrestricted
net assets often have constraints on resources that are
imposed by management, but can be removed or modified.

The Statement of Activities demonstrates the degree to which
the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that
clearly identifiable with a specific function. Program
revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and 2) grants,
contributions and interest that are restricted to meeting the
operational or capital regquirements of a particular function.
Property tax and other items not properly included among
program revenues are reported instead as general revenues.

Fund Financial Statements - Separate financial statements are
provided for governmental, proprietary, and fiduciary funds,
even though the latter are excluded from the Government-wide
financial statements. Major individual governmental funds
are reported as separate columns in the fund financial
statements. All remaining governmental funds are aggregated
and reported as other nonmajor governmental funds.

The District reports the following major governmental funds:

The General Fund is the general operating fund of the
District. 'All general tax revenues and other receipts that
are not allocated by law or contractual agreement to some
other fund are accounted for in this fund. From the fund
are paid the general operating expenses, including
instructional, support and other costs.

The Debt Service Fund is utilized to account for the payment
of interest and principal on the District’s general long-
term debt.

The Capital Projects Fund is used to account for all
resources used in the acquisition and construction of
capital facilities.

The District’s proprietary funds are the School Nutrition

Fund, and Daycare fund. The School Nutrition Fund is used
to account for the food service operations of the District.
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C. Measurement Focus and Basis of Accounting

The Government-wide financial statements and the proprietary
and fiduciary fund 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 tax
is recognized as revenue in the year for which it is levied.
Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have
been satisfied.

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.
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 government considers revenues to be
available if they are collected within 60 days after year
end.

Property tax, lntergovernmental revenues (shared revenues,
grants and reimbursements from other governments) and
interest associated with the current fiscal period are all
considered to be susceptible to accrual. All other revenue
items are considered to be measurable and available only when
cash is received by the District.

Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, principal
and interest on long-term debt, claims and judgments, and
compensated absences are recognized as expenditures only when
payment is due. Capital asset acguisitions are reported as
expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are
reported as other financing sources.

Under terms of grant agreements, the District funds certain
programs by a combination of specific cost-reimbursement
grants and general revenues. Thus, when program expenses are
incurred, there are both restricted and unrestricted net
assets available to finance the program. It is the
District’s policy to first apply cost-reimbursement grant
resources to such programs, and then general revenues.

The proprietary fund of the District applies all applicable
GASB pronouncements as well as the following pronouncements
issued on or before November 30, 1989, unless these
pronouncements conflict with or contradict GASB
pronouncements: Financial Accounting Standards Board
Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulletins of the Committee
on Accounting Procedure.

Proprietary funds distinguish operating revenues and expenses
from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and
delivering goods in connection