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Phone [515) 633-5000
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Dr. Tom Narak,

Superintendent

The West Des Moines
Community School District
will be a caring community

of learners that knows

and lifts every child.

\We will inspire joy in learning.
Our schools will excel

at preparing each student

for his or her life journey.

Qctober 7, 2005

The Board of Education and Residents
West Des Moines Community School District

Ladies and Gentlemen:

The following report is a comprehensive financial record of the district for the fiscal
year which ended June 30, 2005. The report is a reflection of the conditions which
have enabled the West Des Moines Community School District to maintain a favor-
able financial position during a time when state budget constraints have presented
significant fiscal challenges to local school districts across our state.

The shared vision of the district states “The West Des Moines Community School
District will be a caring community of learners that knows and lifts every child. We
will inspire joy in learning. Our schools will excel at preparing each student for his
or her life journey.”

This vision provides the foundation for our district’s financial planning. Meeting the
educational needs of our students during challenging economic times is no simple

task. The educational success of the West Des Moines Community School District
is due to many factors including:

. An outstanding and effective Board of Education

. A very supportive community with high expectations for student achievement
. Supportive parents who have high expectations for outstanding schools

. Ateam of outstanding and dedicated teachers, staff, and administrators

. Students who understand the importance of a quality education

As you review the information included in this important document, please be sure
to contact us if you have any questions or suggestions. Our focus is upon the learn-
ing needs of all of our students. With your help and support we will continue to be
an excellent school district. We all can take pride in the outstanding success of our
students.

Sincerely,

TV

Dr. Tom Narak



October 7, 2005

The Board of Education and Residents
West Des Moines Community School District

The Comprehensive Annual Financial Report of the West Des Moines Community School
District (the District) for the fiscal year ended June 30, 2005 is submitted herewith. The
District is an independent entity governed by a seven-member board. Responsibility for
the accuracy and completeness of the presentation, including all disclosures, rests with
the officials of the District's Administrative Services Division. We believe that the data is
accurately presented, in all material respects; that the data is presented to fairly set forth
the financial position and results of operations of the District as measured by the financial
activity of the various funds; and that all necessary disclosures have been included in
order to enable the reader to gain the maximum understanding of the District's financial
affairs.

The Comprehensive Annual Financial Report is presented in four sections; introductory,
financial, statistical and single audit compliance. The introductory section includes this
transmittal letter, the District’s organizational chart and a list of principal District officials.
The financial section includes the Management’s Discussion and Analysis, the basic
financial statements, the independent auditor's report and the combining and individual
fund financial statements and schedules. The statistical section includes selected financial
and demographic information, generally presented on a multi-year basis.

The District was required to undergo a single audit in conformity with the provisions of the
Single Audit Act Amendments of 1996 and U. S. Office of Management and Budget
Circular A-133, Audits of States and Local Governments and Nonprofit Organizations.
Information related to this single audit, including a schedule of expenditures of federal
awards, summary schedule of prior audit findings, the independent auditor's report on
internal control over financial reporting and on compliance and other matters, independent
auditor's report on compliance with requirements applicable to each major program and
internal control over compliance, a schedule of findings and questioned costs and
corrective action plan are included in the single audit compliance section of this report.

This report includes all funds of the West Des Moines Community School District. The
District provides a full range of programs and services including instructional
administrative; transportation; food service; maintenance of sites and facilities; custodial;
clerical; extra, co-curricular and athletic activities; and community education.

As part of the new reporting model, management is responsible for preparing a
Management's Discussion and Analysis. This discussion follows the independent auditor’s
report and provides an assessment of the District’s finances for 2005.



Profile of the Government

In lowa, school districts operate with local control and have fiscal independence from other governmental entities.
The District operates in compliance with the accounting principles generally accepted in the United States of America
(GAAP) and currently prepares its financial statements per the Governmental Accounting Standards Board (GASB)
Statement No. 34.

The West Des Moines Community School District serves more than 58,000 people who live in the western portion of
Polk County-West Des Moines, Clive, parts of Urbandale and Windsor Heights and nearby rural areas. Covering 36.6
square miles, the District has grown up around a former railroad center, Valley Junction, and the farmland north and
south of the Raccoon River. The District experienced rapid growth up until the fall of 1975 when enrollment reached
6,726 students. Enroliment gradually declined to 5,825 students in the fall of 1982, but increased annually (except for
September 1999) through September 2002. Enrollment declined more than 200 students during fiscal years 2004
and 2005, but has a slight increase for the current year with 8,775.

The District operates fourteen schools, a maintenance/transportation/warehouse facility, a stadium and the Learning
Resource Center (administrative offices). The West Des Moines Community School District provides a
comprehensive Pre K-12 educational program and an extensive Community Education program.

Economic Condition and Outlook

The District is located in the central part of the state, within the larger Des Moines metropolitan area and ranks as
one of the top growth areas of the state. The economic condition and outlook of the District have remained strong
during the past ten years, following several years of very high economic growth and steady enroliment growth. This
growth has had a positive effect on employment and the District's tax base. The District has averaged nearly a seven
percent annual increase in the tax base over the past 25 years and continued an increase during 2005 at the rate of
5.11%.

Based on conservative projections, the tax base will grow in the 3-4% range. While experiencing an enroliment
decline the last two years, future projections would indicate enrollment will remain fairly stable or slightly increase
over the next five years.

Retail sales, building permits and population increases in the western suburbs far exceed that of any other location in
the metropolitan area or in the state of lowa. These increases are projected to continue if economic conditions
remain favorable. A large percentage of these increases are occurring outside the School District boundaries.

For the past four years, the state of lowa has faced an economic downturn that has severely hampered its ability to
fund schools at the same level as in prior years. The District will face inadequate funding for state aid and other state-
funded programs. The duration and magnitude of economic downturn may have a significant impact on the District's
programs and services.

The 2004-2005 school year included many stories of success. The shared vision and five guiding principles continue
to be the foundation for curriculum development, integration of technology, community involvement and the learning
process.

The shared vision is carefully considered in all District efforts: "The West Des Moines Community School District will
be a caring community of learners that knows and lifts every child. We will inspire joy in learning. Our schools will
excel at preparing each student for his or her life journey."

The District continues the transformation of Valley High School as construction began on the major remodeling in fall
2004. Valley High School received a Smaller Learning Community Grant of $400,000 to continue development of a
personalized learning environment for each student.

During 2004-2005, construction continued on Clive Elementary. Construction began on the Fairmeadows Elementary
project once school was dismissed.



The Stretching Minds program continues to offer summer school for elementary students in grades 1 — 6 identified as
those most likely to benefit from additional opportunities in reading, mathematics and community learning
experiences.

The District received a Most Valuable Pollution Prevention Award. Only thirteen organizations from around the nation
received this honor.

Valley High School had twelve athletic programs qualify and/or place high in their state tournaments. State
champions included baseball, softball, co-ed golf, girls’ soccer and girls’ track and field while state runner-up honors
went to football, boys’ golf and boys' swimming. Girls' swimming and diving, boys' soccer and girls’ golf placed third
in the state. Boys'’ tennis received fourth place honors at state.

The Valley High School Acapella Choir received a special invitation to perform at Disney Hall at Orlando, Florida.

Strong emphasis was placed on personalized learning and strengthening caring relationships.

Other Financial Information

Management of the District is responsible for establishing and maintaining an internal control designed to ensure that
its assets are protected from loss, theft or misuse and to ensure that adequate accounting data are compiled to allow
for the preparation of the basic financial statements in accordance with accounting principles generally accepted in
the United States of America. The internal control is designed to provide reasonable, but not absolute, assurances
that these objectives are met. The concept of reasonable assurance recognizes that the cost of a control should not
exceed the benefits likely to be derived and the valuation of costs and benefits requires estimates and judgments by
management.

Single Audit. As a recipient of federal, state and county financial assistance, the District also is responsible for
ensuring that an adequate internal control is in place to ensure compliance with applicable laws and regulations
related to those programs. This internal control is subject to periodic evaluation by management and external
auditors.

As a part of the District's single audit, described earlier, tests are made to determine the adequacy of the internal
control over financial reporting and its compliance with applicable laws and regulations, including those related to
major federal awards programs. The results of the District's single audit for the fiscal year ended June 30, 2005
provided no instances of material weaknesses in the internal control or violations of applicable laws and regulations.

Budgetary Controls. In addition, the District maintains budgetary controls. The objective of these budgetary controls
is to ensure compliance with legal provisions embodied in the annual appropriated budget approved by the Board of
Education. Activities of the General Fund, special revenue funds, Debt Service Fund, enterprise funds and capital
projects funds are included in the annual appropriated budget by program. Project length financial plans are adopted
for the capital projects funds and budgeted accordingly on an annual basis. The level of budgetary control (that is, the
level at which expenditures cannot legally exceed the appropriated amount) is established by program level for all
funds combined rather than at the individual fund level. The District also maintains an encumbrance accounting
system as one technique of accomplishing budgetary control. Encumbered amounts lapse at the fiscal year's end.
However, encumbrances generally are re-appropriated as part of the following year's budget.

As demonstrated by the statements and schedules included in the financial section of this report, the District
continues to meet its responsibility for sound financial management.

Vi



Basis of Presentation. The charts and accounts used by the District have been prepared in conformity with
accounting principles generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board and Audits of State and Local Governmental Units issued by the American Institute of
Certified Public Accountants. In addition, the District’s accounting records conform with the Uniform Accounting
System for lowa Schools, Chapter 11 of the Code of lowa and Area Educational Agencies issued by the Department
of Education, state of lowa. The chart of accounts manual is updated annually and the District is in full compliance
with these requirements.

Cash Management. Cash, while temporarily idle during the year, was invested in money market deposit accounts.
Interest rates ranged from 1.25% to 3.25% during the year, compared to the highest rate of 1.5% of the previous
year. This aspect of the District’s finances has gained importance in recent years as we have sought to maximize the
yield on our investments without forfeiting the use of fund balances.

Risk Management. During 1993, the District initiated a program to lower the experience mode in workers'
compensation claims by utilizing a single medical care facility for these claims. A safety committee network has been
operational for eight years. The network includes site safety committees which meet monthly to review accidents, the
cause of these accidents and inspections of the sites and facilities for hazards. Recommendations are made that
become an integral part of staff development, the maintenance operation or facility and site improvement.

Awards and Acknowledgments

Independent Audit. The accounting firm of McGladrey & Pullen, LLP was selected to perform the annual audit in
accordance with Chapter 11 of the Code of lowa. In addition to meeting the requirements set forth in state statutes,
the audit was designed to meet the requirements of the federal Single Audit Act Amendments of 1996 and related
OMB Circular A-133. The auditor's report on the basic financial statements, combining and individual fund statements
and other schedules is included in the financial section of this report.

Awards. The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the West Des Moines Community School District
for its comprehensive annual financial report for the fiscal year ended June 30, 2004. The Certificate of Achievement
is the highest form of recognition for excellence in state and local financial reporting.

In order to be presented this award, the District must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both accounting principles generally accepted in the
United States of America and applicable legal requirements. A Certificate of Achievement is valid for a period of one
year only. The West Des Moines Community School District has received a Certificate of Achievement for the last
eighteen consecutive years. We believe our current report continues to conform to the Certificate of Achievement
program requirements and we are submitting it to GFOA.

The School District has also received the Certificate of Excellence in Financial Reporting from the Association of
School Business Officials (ASBO) for the twentieth consecutive year. Upon recommendation of the Association’s
Panel of Review, which has judged that the report substantially conforms to principles and standards of ASBO's
Certificate of Excellence Program, we are submitting this report to ASBO to determine its eligibility for another
certificate.

A certificate from both associations is valid for a period of one year. We believe that our current comprehensive
annual financial report continues to meet the program requirements of GFOA and ASBO International and we are
submitting it to both associations to determine its eligibility for another certificate.

For 2005-06, the District will be establishing a District Safety Committee to meet quarterly to review all safety
conditions.

Vii
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Certificate of
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for Excellence
in Financial
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West Des Moines
Community School District,
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For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2004

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

Bty 5

Executive Director
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Education
West Des Moines Community School District
West Des Moines, lowa

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of West Des Moines Community School District as of
and for the year ended June 30, 2005, which collectively comprise the District’s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of the District's management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards 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, the business-type activities, each major fund, and the aggregate
remaining fund information of West Des Moines Community School District as of June 30, 2005, and the respective
changes in financial position and cash flows where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 2, 2005 on our
consideration of the District's internal control over financial reporting and 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 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 considered
in assessing the results of our audit.

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.



The Management’s Discussion and Analysis on pages 3 through 12 and budgetary comparison information on pages
44 through 46 are not a required part of the basic financial statements but are supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion thereon.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively comprise
Waest Des Moines Community School District’s basic financial statements. The combining nonmajor fund financial
statements and other statements listed in the table of contents as supplementary information, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The accompanying
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 Nonprofit Organizations,
and is not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

The accompanying introductory and statistical sections, as listed in the table of contents, are presented for purposes
of additional analysis and are not a required part of the basic financial statements. This information has not been
subjected to the auditing procedures applied in the audit of the basic financial statement and, accordingly, we

express no opinion on them,
%c% / /«,Z&%_/ L

Davenport, lowa
September 2, 2005



West Des Moines Community School District

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2005

It is an honor to present to you the financial picture of West Des Moines Community School District. We offer readers
of the District’s financial statements this narrative overview and analysis of the financial activities of the West Des
Moines Community School District for the fiscal year ended June 30, 2005. We encourage readers to consider the
information presented here In conjunction with additional information that we have furnished in our letter of
transmittal.

Financial Highlights

The District showed an increase in net assets of $10,859,956 and $6,488,579 during the years ended June 30, 2005
and 2004, respectively.

Total revenues for the fiscal year ended June 30, 2005 and 2004 of $92,746,249 and $87,793,598 were comprised of
general revenues in the amount of $76,713,405 and $72,309,114 and program revenues totaling $16,032,844 and
$15,484,484, respectively

As of June 30, 2005, the District's governmental funds reported combined ending fund balances of $38,157,009, a
decrease of $8,952,724 in comparison with 2004. Of the total combined fund balance, $13,981,460 represents
unreserved undesignated fund balance. As of June 30, 2004, the District’s governmental funds reported combined
ending fund balances of $47,109,733, a decrease of $11,235,565 in comparison with 2003. Of the total combined
fund balance, $13,407 312 represents unreserved undesignated fund balance.

As of June 30, 2005, unreserved undesignated fund balance for the General Fund was $6,758,691 or 10.3% of total
General Fund expenditures and $5,791,840 or 9.4% for 2004.

The West Des Moines Community School District's total long-term bonded debt decreased by $5,735,000 during
fiscal year ended June 30, 2005 and $8,675,000 during fiscal year ended June 30, 2004. The decrease was due to
scheduled debt payments.

Overview of the Financial Statements

This Discussion and Analysis is intended to serve as an introduction to the West Des Moines Community School
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 basic financial statements.
This report also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements — The government-wide financial statements are designed to provide
readers with a broad overview of West Des Moines Community School District’s finances in a manner similar to a
private-sector business.

The statement of net assets presents information on all of West Des Moines Community School District's assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The statement of activities presents information showing how the District’s net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of 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).
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Both of the government-wide financial statements reflect functions of West Des Moines Community School District
that are principally supported by taxes and intergovernmental revenues (governmental activities). The governmental
activities of the District include instruction, support services, noninstructional programs, other and interest on long-
term debt. Business-type activities are those that the District charges a fee to help cover the costs, such as School
Nutrition and Community Education.

The government-wide financial statements include only West Des Moines Community School District. There are no
other organizations or agencies whose financial statements should be combined and presented with the financial
statements of the District.

Fund financial statements — A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The West Des Moines Community School 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: governmental funds,
proprietary funds and fiduciary funds.

Governmental funds — 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 a government’s near-term financial 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 West Des Moines Community School District maintains nine 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, Physical Plant and Equipment and Local Option
Sales Tax funds which are considered to be major funds. Data from the other governmental funds are combined into
a single, aggregated presentation. Individual fund data for each of these nonmajor governmental funds is provided in
the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 17 through 22 of this report.
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Proprietary funds —The District maintains two types of proprietary funds: enterprise and internal service. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide financial
statements. The District maintains two enterprise funds. Internal service funds are used to report the same functions
presented as governmental activities in the government-wide financial statements. The District maintains one internal
service fund to account for the premium and claim payments for the self-insured health insurance plan for District
employees. Internal service funds are an accounting device used to accumulate and allocate costs internally among
the District’s various functions. Because the service provided by the District predominately benefits governmental,
rather than business-type functions, it has been included within governmental activities in the government-wide
financial statements.

The basic proprietary fund financial statements can be found on pages 23 through 28 of this report.

Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement because the resources of
those funds are not available to support the West Des Moines Community School District’s own programs. The
fiduciary fund of the District is an agency fund. Agency funds are custodial in nature and do not involve measurement
of results of operation.

The basic fiduciary fund financial statements can be found on page 29 of this report.

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

Other information - In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the West Des Moines Community School District’s budgetary
comparison. Required supplementary information can be found on pages 44 through 46 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented
immediately following the required supplementary information.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial postition. The
District’s total net assets have increased from a year ago from $103,744,299 to $114,604,255.

A significant portion of the District's total assets reflects its investment in capital assets. The District uses these
capital assets to provide educational services; consequently, these assets are not available for future spending. The
District’s net assets invested in capital assets, net of related debt, was $76,208 848 for 2005 and $56,045,140 for
2004. 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.
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Table 1 - Net Assets

Governmental Activities Business-Type Activities Total District
2005 2004 2005 2004 2005 2004
Assets
Current and other assets $ 97,953,559 $103,340,772 $ 1,594,311 $1,446 123 $ 099,547,870 $ 104,786,895
Capital assets 105,925,934 91,435,332 967,914 1,029,808 106,893,848 92,465,140
Total assets 203,379,493 194,776,104 2,562,225 2,475,931 206,441,718 197,252,035
Liabilities
Noncurrent liabilities 27,048,320 32,615,692 - - 27,048,320 32,615,692
Other liabilities 64,665,684 60,795,157 123,459 96,887 64,789,143 60,892,044
Total liabilities 91,714,004 93,410,849 123,459 96,887 91,837,463 93,507,736
Net Assets
Invested in capital assets net of debt 75,240,934 55,015,332 967,914 1,029,808 76,208,848 56,045,140
Restricted 22,031,683 30,875,771 - - 22,031,683 30,875,771
Unrestricted 14,892,872 15,474,152 1,470,852 1,349,236 16,363,724 16,823,388

Total net assets $ 112,165,489  § 101,365,255 $ 2,438,766 $ 2,379,044 $ 114,604,255  § 103,744,299

The restricted portion of the District's net assets (19.2 percent for 2005 and 29.8 percent for 2004) represents
resources that are subject to external restrictions on how they may be used. These restrictions for 2005 include
$525,394 for debt service and $21,506,289 for capital projects relating to the local option sales and service tax for
school infrastructure authorized by lowa Code Chapter 422E. The remaining balance of unrestricted net assets,
$16,363,724 for 2005 and $16,823,388 for 2004, may be used to meet the government’s ongoing obligations to
students and creditors.

At the end of the current fiscal year, the West Des Moines Community School District is able to report posttive
balances in all three categories of net assets. The same situation held true for the prior fiscal year.

The District’s total net assets increased by $10,859,956 during the current fiscal year as compared to $6,488,579 in
2004. The governmental activities’ net assets increased by $10,800,234 in 2005 and $6,385,063 in 2004. The
business-type activities, which include nutrition and community education, increased by $59,722 in 2005 and
$103,516 in 2004. The increase in governmental activities for 2005 was mainly attributable to less than expected
budgeted expenditures.

Table 2 highlights the District's revenues and expenses for the fiscal year ended June 30, 2005 and 2004. These two
main components are subtracted to yield the change in net assets. This table utilizes the full accrual method of
accounting.

Revenue is further divided into two major components: program revenue and general revenue. Program revenue is
defined as charges for services and sales, operating and capital grants and contributions. General revenue includes
taxes and unrestricted grants such as state foundation support.
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Expenses are shown in programs including instruction, support services, noninstructional programs, other interest on
long-term debt, school nufrition and community education

Table 2 - Program Revenues and Expenses

Revenues:
Program revenues:
Charges for services and sales
Operating grants and contributions
General revenue:
Property taxes and other taxes
Other local sources
State sources
Investment earnings
Other
Total revenues

Program expenses:
Instruction
Support services
Noninstructional programs
Other
Interest on long-term debt
School nutrition
Community education

Total expenses

Excess of revenues over
expenses before transfers

Transfers

Increase in net assets

Governmental Activities Business-Type Activities Total District
2005 2004 2005 2004 2005 2004
$ 4345444 $ 4259301 $4,568,330 $ 4,368,083 $ 8913774 $ 8,627,384
6,213,346 6,022 542 905,224 834,558 7,119,070 6,857,100
52,174,924 51,207 852 E 52,174,924 51,207 852
419,132 349,931 - 419,132 349,931
22,482,713 22,025,752 - - 22,482,713 22,025,752
1,447,612  (1,624,664) 17,225 12,008 1,464,837  (1,612,656)
117,865 303,438 53,934 34,797 171,799 338,235
87,201,536 82,544 152 5,544,713 5249 446 92,746,249 87,793,598
45,983,491 43,091,363 - 45,983,491 43,091,363
24,052,185 23,293,867 - 24,052,185 23,293,867
470,095 452 045 - 470,095 452 045
4,364,405 7,548,005 - 4,364,405 7,548,005
1,594,395 1,905,422 - - 1,994,395 1,905,422
- 3,237,532 2,875,927 3,237,532 2,875,927
- 2,184,190 2,138,390 2,184,190 2,138,390
76,464,571 76,290,702 5,421,722 5,014,317 81,886,293 81,305,019
10,736,965 6,253,450 122,991 235,129 10,859,956 6,488,579
63,269 131,613 (63,269) {131,613) -
$10,800,234 § 6385063 $ 50722 3§ 103516 $10,859,956 § 6488579
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Table 3 below discloses cost of services for governmental and business-type activities. The total cost of services
column contains all costs related to the programs and the net cost column shows how much of the total amount is not
covered by program revenues. Succinctly put, net costs are costs that must be covered by state aid or local taxes.
The difference in these two columns would represent restricted grants and charges for services.

Table 3 - Governmental and Business-Type Activities

Total Cost of Total Cost of Services ~ Net Cost of Services  Net Cost of Services

Programs Services 2005 2004 2005 2004

Instruction $ 45983491 § 43,091,363 $ (38,377,476) $ (33,052,125)
Support services 24,052,185 23,293,867 (23,613,272) (23,082,913)
Noninstructional programs 470,095 452,045 (454,074) (420,394)
Other 4,364,405 7,548,005 (1,866,064) (7,548,005)
Interest on long-term debt 1,594,395 1,905,422 (1,594,395) (1,905,422)
School nutrition 3,237,532 2875927 {113,639) 82,071
Community education 2,184,190 2,138,390 165,491 106,253

Total expenses $ 81,886,203 $ 81,305,019 $ (65,853449) $ (65,820,535)

Net cost of services is 80% of total cost of services in 2005 and 81% in 2004.
Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, the West Des Moines Community School District's governmental funds
reported combined ending fund balances of $38,157,009, a decrease of $8,952,724 in comparison with the prior year
fund balance of $47,109,733. Approximately 36.6% of the 2005 total amount, $13,981,461 for 2005 and $13,048 443
or 27.7% for 2004, constitutes unreserved fund balance, which is available for spending at the government's
discretion. The District has also designated $300,000 for medical claims and $1,500,000 for legal claims for 2005 and
2004. The remainder of the fund balance for 2005 is reserved to indicate that it is not available for new spending
because it has already been committed for 1) inventories $74,150; 2) encumbrances $269,716; 3) debt service
$525,393; and 4) capital projects $21,506,289.



West Des Moines Community School District

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2005

The General Fund is the chief operating fund of the District. At the end of the current fiscal year, unreserved fund
balance of the General Fund was $8,558,691 for 2005 and $5,791,840 for 2004, while total fund balance reached
$8.675,742 for 2005 and $7,705,031 for 2004. As a measure of the General Fund's liquidity, it may be useful to
compare both unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund balance
represents 13% of total General Fund expenditures, unreserved, undesignated General Fund balance represents
10%, while total fund balance also represents approximately 13% of that same amount for 2005. For 2004,
unreserved fund balance represents 12% of total General Fund expenditures, unreserved, undesignated General
Fund balance represents 9%, while total fund balance also represents approximately 12% of that same amount.

The Physical Plant and Equipment Levy (PPEL) Fund balance decreased to $4,693,714 in 2005 from $5,051 107 in
2004. This decrease is due to scheduling and timing of capital projects.

The Local Option Sales Tax Fund balance decreased to $21,590,749 in 2005 from $30,857,014 in 2004. This
decrease is mostly attributable to the remodeling costs of Valley High School, Clive Elementary School and the
completion of Hillside Elementary School during 2005.

The fund balance of the District's General Fund increased by $970,711 during June 30, 2005. Key factors in this
increase are as follows:

e |ower expenditures than projected.
e Increased cash reserve to improve fund balance.

e The Board's commitment to a total tax rate of $13.50/$1,000

For 2004, the fund balance of the District's General Fund increased by $1,387,287 from 2003. Key factors in this
decline are as follows:

o Higher revenues than projected and lower expenditures than projected.
e Increased cash reserve to improve fund balance

e The Board's commitment to a total tax rate of $13.50/$1,000.

Budgetary Highlights

As allowed by GASB Statement No. 41, Budgetary Comparison Schedufes — Perspective Differences, the District
presents budgetary comparison schedules as required supplementary information based on the program structure of
four functional areas as required by state statute for its legally adopted budget. In accordance with the Code of lowa,
the Board of Education annually adopts a program budget which includes all funds except internal service and
agency funds as described in the note to required supplementary information.
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A comparison of the actual expenditures/expenses of the District’s budgeted funds with the final amended program
budget amounts is as follows:

Budget
Actual
Expenditures/
Qriginal Final Expenses Variance
Instruction $ 46600000 $ 46,092569 § 44885629 $ 1,206,940
Support services 21,738,878 24845644 21,149,372 3,696,272
Noninstructional programs 9,960,000 9,761,156 5,878,810 (117,654)
Other 29,512,221 33,379,914 29,173,811 4,206,103

$ 103811099 § 110079283 § 101087622 §$ 8.991661

Differences between the original budget and the final amended budget are mainly due to an expected increase due
to timing in capital outlay projects.

Capital Assets and Debt Administration

The following table shows ending balances of capital assets invested in various categories. The District recognized a
total net increase of $14,428,708 for 2005. Most of the increase can be attributed to the remaodeling costs for Valley
High School, Clive Elementary, Operations Facility and the completion of Hillside Elementary. All were funded by the
sales tax fund except operations which was funded by PPEL. Other major projects included cabling, purchases of
musical equipment and other equipment, copiers and computer acquisitions.

For 2004, the District recognized a total net increase of $8,382,189. Most of the increase can be attributed to the
construction of Hillside Elementary funded by the sales tax fund. Other major projects included roofing, purchase of
musical equipment, and other equipment, buses, land purchases, copiers, concrete/asphalt equipment, fiber optics
network and computer acquisitions.

Additional information about the District's capital assets can be found in Note 5 to the financial statements.

Table 4 - Capital Assets as of June 30 (Net of Depreciation)

Total
2005 2004
Land $ 4206798 $ 4,206,798
Construction-in-progress 16,788,484 12,978,225
Buildings and improvements 81,212,237 70,822,671
Machinery and equipment 4,686,329 4,457 446
Totals $ 106893848 § 92465140
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Capital Assets - 2005

o $4,20679%8

54,686,320,

——-- $16783,484

$81.212.237—"

O Land B Construction-in-progress O Buildings and improvements O Machinery and equipment

Capital Assets - 2004

( 54,206,798

$4.457.446

— $12.078,225

$70.822,671

O Land M@ Construction-in-progress O Buildings and improvements [ Machinery and equipment

The above graphs show the category of the District’s capital assets.
Debt
As of June 30, 2005, the West Des Moines Community School District had general obligation and revenue bonds

outstanding totaling $30,685,000 compared to $36,420,000 as of June 30, 2004. In the current year, the District paid
$5,735,000 in principal and $1,599,863 in interest on outstanding dabt.

Table 5 - Qutstanding Debt as of June 30

2005 2004
General obligation bonds $ 5985000 $  7,285000
Revenue bonds 24,700,000 29,135,000

$ 30685000 3 36420000

As of June 30, 2005, the District's available legal debt margin was $160,854,917 compared to $155,458,663 as of
June 30, 2004,

11
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Additional information about the District's long-term debt can be found in Note 6 to the financial statements.
Economic Factors and Next Year's Budgets and Rates

The District is located in the central part of the state, within the larger Des Moines metropolitan area and ranks as
one of the top growth areas of the state. The economic condition and outlock of the District have remained strong
during the past ten years, following several years of very high economic growth and steady enrcllment growth. This
growth has had a positive effect on employment and the District’s tax base. The District has averaged nearly a seven
percent annual increase in the tax base over the past 25 years and continued an increase during 2005 at the rate of
511%.

Based on conservative projections, the tax base will grow in the 3-4% range. While experiencing an enroliment
decline the last two years, future projections would indicate enrollment will remain fairly stable or slightly increase
over the next five years.

Retail sales, building permits and population increases in the western suburbs far exceed that of any other location in
the metropolitan area or in the state of lowa. These increases are projected to continue if economic conditions
remain favorable A large percentage of these increase are occurring outside the School District boundaries.

For the past four years, the state of lowa has faced an economic downturn that has severely hampered its ability to
fund schools at the same level as in prior years. The District will face inadequate funding for state aid and other state-
funded programs. The duration and magnitude of economic downturn may have a significant impact on the District's
programs and services.

All of these factors were considered in preparing the West Des Moines Community School District's budget for the
2006 fiscal year. The District was able to maintain a total tax rate of $13.50 per $1,000 for the seventh consecutive
year.

Requests for Information

These financial statements and discussions are designed to provide our students, citizens, taxpayers, investors and
creditors with a complete disclosure of the District’s finances and to demonstrate a high degree of accountability for
the public dollars enfrusted to us. If you have questions about this report or need additional information, please write
Mr. Galen Howsare, Associate Superintendent of Administrative Services, West Des Moines Community School
District, 3550 Mills Civic Parkway, West Des Moines, lowa, 50265-5556.

12
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Assets
Current assets:
Cash and investments
Receivables:
Property taxes
Accrued interest
Other
Inventories
Internal balances
Prepaid expense
Total current assets

Noncurrent assets:
Capital assets:

Nondepreciable:
Land
Construction-in-progress

Depreciable:
Buildings and improvements
Machinery and equipment
Accumulated depreciation

Total noncurrent assets

Total assets

See Notes to Basic Financial Statements.

Governmental Business-Type
Activities Activities Total

$ 49722109 $ 1,363,674 $ 51,085,783
45,900,268 - 45,900,268
12,087 - 12,087
1,639,492 55,470 1,694,962
74,150 84,392 158,542

(90,775) 90,775 -
696,228 - 696,228
97,953,559 1,594,311 99,547,870
4,191,798 15,000 4,206,798
16,788,484 - 16,788,484
109,910,953 - 109,910,953
7,640,357 2,268,217 9,908,574
(32,605,658) (1,315,303) (33,920,961)
105,925,934 967,914 106,893,848
$ 203,879,493  $ 2,562225 § 206,441,718
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Liabilities

Current liabilities:
Accounts payable
Claims payable
Accrued liabilities
Accrued interest
Unearned revenue
General obligation bonds
Revenue bonds
Compensated absences
Deferred compensation
Liability for early retirement

Total current liabilities

Noncurrent liabilities:
General obligation bonds
Revenue bonds
Compensated absences
Liability for early retirement
Total noncurrent liabilities

Total liabilities
Net Assets

Investment in capital assets, net of related debt
Restricted for:
Debt service
Capital projects
Unrestricted
Total net assets

Total liabilities and net assets

Governmental

Business-Type

Activities Activities Total
5413792 % 62,369 $ 5,476,161
1,306,167 - 1,306,167
5,252,293 - 5,252,293

127,854 - 127,854
45,847,292 61,090 45,908,382
1,375,000 - 1,375,000
4,580,000 - 4,580,000
158,623 - 158,623
11,349 - 11,349
593,314 - 593,314
64,665,684 123,459 64,789,143
4,610,000 - 4,610,000
20,120,000 - 20,120,000
183,881 - 183,881
2,134,439 - 2,134,439
27,048,320 - 27,048,320
91,714,004 123,459 91,837,463
75,240,934 967,914 76,208,848
525,394 - 525,394
21,506,289 - 21,506,289
14,892,872 1,470,852 16,363,724
112,165,489 2,438,766 114,604,255
203,879,493 § 2562225 $ 206,441,718
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Functions/Programs
Primary Government

Governmental activities:
Instruction
Support services
Noninstructional programs
Other
Interest on long-term debt
Total governmental activities

Business-type activities:
School nutrition
Community education
Total business-type activities

Total primary government

See Notes to Basic Financial Statements.

Program Revenues

Charges for Services Operating Grants
Expenses and Sales and Contributions
$ 45983491 § 4041145 % 3,564,870
24,052,185 288,278 150,635
470,095 16,021 -
4,364,405 - 2,498,341
1,594,395 - -
76,464,571 4,345 444 6,213,846
3,237,532 2,311,625 812,248
2,184,190 2,256,705 92,976
5,421,722 4,568,330 905,224
$ 81,886,293  $ 8913774 % 7,119,070

General Revenues and Transfers
General revenues:
Property taxes
Local option sales tax
Utility replacement tax
Other local sources
State foundation aid, unrestricted
Other state sources, unrestricted
Investment earnings
Gain on disposal of capital assets
Miscellaneous
Transfers
Total general revenues and transfers

Changes in net assets

Net assets, beginning of year
Net assets, end of year

15



Net (Expense) Revenue and Changes in Net Assets

Governmental Business-Type
Activities Activities Total

$ (38,377,476) $ (38,377,476)
(23,613,272) (23,613,272)
(454,074) (454,074)
(1,866,064) (1,866,064)
(1,594,395) (1,594,395)
(65,905,281) (65,905,281)
(113,659) (113,659)

165,491 165,491

51,832 51,832
(65,905,281) 51,832 (65,853,449)
43,601,307 43,601,307
7,637,458 7,637,458
936,159 936,159

419,132 419,132
22,296,608 22,296,608
186,105 - 186,105
1,447,612 17,225 1,464,837

3,861 - 3,861

114,004 53,934 167,938

63,269 (63,269) -
76,705,515 7,890 76,713,405
10,800,234 59,722 10,859,956
101,365,255 2,379,044 103,744,299

$ 112,165489  $ 2,438,766 114,604,255
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Balance Sheet
Governmental Funds
June 30, 2005

Assets

Cash and investments
Receivables:
Property taxes
Accrued interest
Other
Inventories
Total assets

Liabilities and Fund Balances

Liabilities:
Accounts payable
Accrued liabilities
Deferred revenue
Liability for early retirement
Total liabilities

Fund balances:
Reserved for:
Inventories
Encumbrances
Debt service
Capital projects
Unreserved, designated reported in:
General Fund:
Medical claims
Legal claims
Unreserved, undesignated reported in:
General Fund
Special revenue funds
Capital Projects Fund
Total fund balances

Total liabilities and fund balances

See Notes to Basic Financial Statements.

Physical Plant Local Option
General and Equipment Sales Tax
$ 15513302 §$ 5,645,968 23,071,525
35,416,477 6,147,221 -
- - 12,087
606,967 1,032,350
74,150 - -
$ 51,610,896 $ 11,793,189 24,115,962
$ 2259367 $ 977,001 2,125213
5,252,293 - -
35,423,494 6,122,474 400,000
42,935,154 7,099,475 2,525213
74,150 - -
42,901 140,996 84,460
21,506,289
300,000
1,500,000
6,758,691 -
- 4,552,718
8,675,742 4,693,714 21,590,749
$ 51,610,896 $ 11,793,189 24,115,962
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Governmental Funds Total
$ 3836016 ¢ 48,066,811
4,336,570 45,900,268
- 12,087
175 1,639,492
- 74,150
$ 8172761 § 95,692,808
$ 52211 § 5,413,792
- 5,252,293
4,330,432 46,276,400
593314 593314
4,975,957 57,535,799
- 74,150
1,359 269,716
525394 525394
- 21,506,289
300,000
1,500,000
- 6,758,691
1,775,998 6,328,716
894,053 894,053
3,196,804 38,157,009
$ 8172761 § 95,692,808
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West Des Moines Community School District

Reconciliation of Total Governmental Fund Balances to Net Assets of
Governmental Activities
June 30, 2005

Total governmental fund balances

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

Capital assets net of accumulated depreciation used in governmental activities
are not financial resources and, therefore, are not reported in the funds

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

Internal service funds are used by management to charge the costs of certain
services to individual funds. The assets and liabilities of the Internal Service Fund
is included in governmental activities in the statement of net assets:

Other current assets
Other current liabilities

Internal Service Fund allocated to business-type activities

Long-term liabilities are not due and payable in the current period and, therefore, are not
reported in the funds:
Accrued interest payable
General obligation bonds, current
General obligation bonds, noncurrent
Revenue honds, current
Revenue bonds, noncurrent
Compensated absences, current
Compensated absences, noncurrent
Deferred compensation, current
Deferred compensation, noncurrent
Liability for early retirement, noncurrent

Net assets of governmental activities

See Notes to Basic Financial Statements.
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38,157,009

105,925,934

429,108

2,351,526
(1,306,167)

1,045,359

(90,775)

(127,854)
(1,375,000)
(4,610,000)
(4,580,000)

(20,120,000)

(158,623)
(183,881)
(11,349)

(2,134,439)

(33,301,146)

112,165,489




West Des Moines Community School District

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2005

Physical Plant Local Option
General and Equipment Sales Tax
Revenues:
Property taxes and other local sources:
Property taxes $ 33721729 § 5878945 § -
Local option sales tax - - 7,587,458
Utility replacement 736,472 115,789 -
Other local sources 2,627917 7,180 122,687
Investment earnings 220,950 76,402 1,092,165
Student activities 250,040 - -
State sources:
State foundation aid 22,296,608
Other state sources 4,945 757
Federal sources 1475194 - -
Total revenues 66,274,667 6,078,316 8,802,310
Expenditures:
Current:
Instruction 43,079,488
Support services:
Student support services 2,216,145
Instructional staff support services 2,467 936
General administration 1,313,866
Building administration 3,485,597
Business administration 1,246,194
Plant operation and maintenance 6,532,278
Student transportation 2,340,252
Noninstructional programs - - -
Other 2,498,341 2,765,825 133,216
Capital outlay 343,750 1,218,521 14,804,414
Debt service:
Principal
Interest - - -
Total expenditures 65,523,847 3,984,346 14,937,630
Excess (deficiency) of revenues over
expenditures 750,820 2,093,970 (6,135,320)
Other financing sources (uses):
Transfers in 216,070 3,802 2,605,256
Transfers (ouf) (40) (2,455,255) (5,736,201)
Proceeds from sale of capital assets 3,861 - -
Total other financing sources (uses) 219,891 (2,451,363) (3,130,945)
Net change in fund balances 970,711 (357,393) (9,266,265)
Fund balances, beginning of year 7,705,031 5,051,107 30,857,014
Fund balances, end of year $ 8675742 % 4693714 § 21,590,749

See Notes to Basic Financial Statements.
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Governmental Funds Total

$ 4000633 $ 43,601,307
- 7,587 458

83,898 936,159
130,146 2,887,930
58,095 1,447 612
1,219,523 1,469,563
22,296,608

4,945 757

- 1,475194
5,492,295 86,647,588
1,806,141 44,885,629
2,216,145

2,467 936

1,313,866

- 3,485,597
1,531,450 2,777,644
15,654 6,547,932

- 2,340,252
458,630 458,630
3,599 5,400,981
71,282 16,437,967
5,735,000 5,735,000
1,599 863 1,599 863
11,221,619 95,667 442
(5,729,324) (9,019,854)
5,680,315 8,505,533
(250,768) (8,442,264)

- 3,861

5,429 547 67,130
(299,777) (8,952,724)
3,496,581 47,109,733

3196804 § 38,157,009




West Des Moines Community School District

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2005

Net change in fund balances - total governmental funds $ (8,952,724)

Amounts reported for governmental activities in the statement of

activities are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period:

Capital outlay 17 474 543
Depreciation expense by function:

Instruction (127,608)

Support services (2,856,333)

(2,983,941)

Proceeds from sale of capital assets (3,861)

Gain on sale of capital assets 3,861

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.
Change in deferred revenue:

Local option sales tax 50,000
Operating grants and confributions - instruction (15,130)
34,870

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets. 5,735,000

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 governmental funds,
interest expense 5,468

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenue of the Internal Service Fund is reported with
governmental activities. (227 439)

Change in Internal Service Fund allocati