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Independent Auditor’s Report

To the Board of Education
Northeast Community School District
Goose Lake, 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 the Northeast
Community School District as of and for the year ended June 30, 2012, 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 Northeast Community School District as of

June 30, 2012, and the respective changes in financial position and, where applicable, cash flows 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 February 21,
2013 on our consideration of the Northeast Community School 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.


http://governmentalservice.com/

Accounting principles generally accepted in the United States of America require that the Management'’s
Discussion and Analysis, Budgetary Comparison Information, and Schedule of Funding Progress for the
Retiree Health Plan on pages 3 through 12 and 40 through 43 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The combining statements and other
schedules listed in the table of contents, as well as the accompanying schedule of expenditures of
federal awards as required by the U.S. Office of Management and Budget A-133, Audits of States, Local
Governments and Nonprofit Organizations, are presented for purposes of additional analysis and are
not a required part of the basic financial statements. Such information for fiscal years 2012 and 2011, of
which 2011 is not presented in the accompanying financial statements, is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplementary information is fairly stated, in all material respects, in
relation to the basic financial statements for the years ended June 30, 2012 and 2011 taken as a whole.

The District’s financial statements for the years ended June 30, 2010 through 2004, which are not
presented in the accompanying financial statements, were audited by other auditors, whose report
thereon dated March 22, 2011, expressed unqualified opinions on the financial statements. Their report
on the Schedule of Revenues By Source and Expenditures By Function for the years ended June 30, 2010
through 2004 stated that, in their opinion, such information was fairly stated in all material respects in
relation to the basic financial statements for the years ended June 30, 2010 through 2004 taken as a
whole.

Wé‘?emmwéé&o?

Overland Park, Kansas
February 21, 2013



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

Northeast 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, 2012. We encourage readers to consider this information in conjunction with the District’s
financial statements, which follow.

Financial Highlights

General fund revenues increased from $6,916,152 in fiscal year 2011 to $7,715,163 in fiscal year
2012. General fund expenditures increased from $6,534,666 in fiscal year 2011 to $7,271,226 in
fiscal year 2012. This resulted in an increase in the District’s General fund balance from
$1,258,113 to $1,706,731. This represents a 36% increase from the prior year.

As of June 30, 2012, the District’s governmental funds reported combined ending fund balances
of $2,143,168, a decrease of $603,325 in comparison with 2011. Of the total combined fund
balance, $1,605,868 represents unassigned fund balance. As of June 30, 2011, the District’s
governmental funds reported combined ending fund balances of $2,746,493, a decrease of
$1,581,461 in comparison with 2010. Of the total combined fund balance for fiscal year 2011,
$1,099,737 represented unassigned fund balance.

The District showed an increase in net assets of $1,702,761 during the year ended June 30, 2012.

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 Northeast 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 Northeast Community
School District’s operations in more detail than the government-wide statements by providing
information about the most significant funds.

Notes to 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
governmental funds. In addition, the Schedule of Expenditures of Federal Awards provides details
of various programs benefitting the District.



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

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

Figure AL
Northeast Community School District Annual Financial Report

Management’s Basic Required
Discussionand Finandal Supplementary
Analysis Statements Information
District-Wide Fund Notes to the
Finandal Finandal Finandal
Statements Statements Statements
Summary € > Dl




Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

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
Statements

Fund Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire District (except
fiduciary funds)

The activities of the
District that are not
proprietary or fiduciary,
such as special
education and building
maintenance

Activities the District
operates similar to
private businesses:
school nutrition and
internal service fund

Instances in which the
District administers
resources on behalf of
someone else, such as
scholarship programs,
reunion moneys and
funds for District
employee purchases of
pop, etc.

Required financial
statements

Statement of net assets

Statement of activities

Balance sheet

Statement of revenues,
expenditures and
changes in fund
balances

Statement of net
assets

Statement of
revenues, expenses
and changes in net
assets

Statement of cash
flows

Statement of fiduciary
net assets

Statement of changes in
fiduciary net assets

Accounting basis and
measurement focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting
and economic
resources focus

Accrual accounting and
economic resources
focus

Type of asset/liability

All assets and liabilities,

Generally assets

All assets and

All assets and liabilities,

information both financial and expected to be used up liabilities, both both short-term and
capital, short-term and and liabilities that come | financial and capital, long-term; funds do not
long-term due during the year or and short-term and currently contain capital
soon thereafter; no long-term assets, although they can
capital assets or long-
term liabilities included
Type of All revenues and Revenues for which cash | All revenues and All additions and
inflow/outflow expenses during the is received during or expenses during the deductions during the
information year, regardless of soon after the end of year, regardless of year, regardless of when

when cash is received or
paid

the year; expenditures
when goods or services
have been received and
the related liability is
due during the year or
soon thereafter

when cash is received
or paid

cash is received or paid




Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

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 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 financial position. Over time, increases or decreases in the District’s net
assets are an indicator of whether financial position is improving or deteriorating, respectively. To assess
the District’s overall health, additional nonfinancial factors, such as changes in the District’s property tax
based 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:

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

Business-type activities: The District charges fees to help it 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.



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

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. Because this information does not encompass the
additional long-term focus of the government-wide statements, additional information at the
bottom of the governmental funds statements explains the relationship (or differences)
between the two statements. The District’s major governmental funds for fiscal year 2012 were
the General Fund, Capital Projects Fund, and Debt Service Fund. The nonmajor governmental
funds include two Special Revenue Funds (the Management Fund and Student Activity Fund).
The required financial statements for 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
financial statements. The District’s Enterprise Fund, one type of proprietary fund, is the same as
its business-type activities but provides more detail and additional information, such as cash
flows. The District currently has one Enterprise Fund, the School Nutrition Fund. The required
financial statements for proprietary funds include a statement of net assets, a statement of
revenues, expenses and changes in net assets and a statement of cash flows.

The District does not have any fiduciary funds. 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 as of June 30, 2012 compared to
June 30, 2011.

Figure A-3 Condensed Statement of Net Assets

Governmental Activities Business-Type Activities Total School District
June 30, 2011 June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2011 June 30, 2012
Current and other assets S 7,092,559 $ 5,673,809 $ 136,827 S 138,213 S 7,229,386 S 5,812,022
Capital assets 9,827,571 11,845,338 62,146 96,906 9,889,717 11,942,244
Total assets 16,920,130 17,519,147 198,973 235,119 17,119,103 17,754,266
Long-term liabilities 4,756,911 4,399,412 1,089 1,819 4,758,000 4,401,231
Other liabilities 3,941,838 3,228,861 3,650 5,798 3,945,488 3,234,659
Total liabilities 8,698,749 7,628,273 4,739 7,617 8,703,488 7,635,890
Net assets:

Invested in capital assets, net of
related debt 5,295,571 7,603,338 62,146 96,906 5,357,717 7,700,244
Restricted 1,646,756 605,717 - - 1,646,756 605,717
Unrestricted 1,279,054 1,681,819 132,088 130,596 1,411,142 1,812,415
Total net assets S 8,221,381 S 9,890,874 S 194,234 S 227,502 S 8,415,615 S 10,118,376




Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

The District’s combined net assets as of June 30, 2012 grew by $1,702,761 (20.2 percent) over the June
30, 2011 combined net assets. Net assets in the governmental activities grew by $1,669,493 (20.3
percent). The net assets of the District’s business-type activities grew by $33,268 (17.1 percent).

The major factor for the increase in net assets of the District was the construction of the fine arts
building, which represents a significant additional asset for the District.

Restricted net assets represent resources subject to external restrictions, constitutional provisions or
enabling legislation on how they can be used. The District’s restricted net assets decreased by
$1,041,039 or 63.2 percent from the prior year. The decrease was primarily a result of spending the
bond proceeds and the Hazard Mitigation Program for the construction of the Fine Arts Building and
Auditorium.

Unrestricted net assets (the part of net assets that can be used to finance day-to-day operations without
constraints established by debt covenants, enabling legislation or other legal requirements) increased by

$401,273 or 28.4percent.

Figure A-4 shows the changes in net assets for the year ended June 30, 2012 compared to the year

ended June 30, 2011.

Figure A-4 Changes in Net Assets From Operating Results

Governmental Activities

Business-Type Activities

Total School District

June 30, 2011

June 30, 2012

June 30, 2011

June 30, 2012

June 30, 2011

June 30, 2012

Revenues:
Program revenues:
Charges for services S 1,836,108 S 2,622,193 S 180,293 S 233,045 S 2,016,401 $ 2,855,238
Operating grants and
contributions 946,845 922,500 145,258 179,836 1,092,103 1,102,336
Capital grants and
contributions 2,305,753 277,635 - - 2,305,753 277,635
General revenues:
Property taxes 2,353,675 2,441,666 - - 2,353,675 2,441,666
Income surtax 251,554 238,707 - - 251,554 238,707
State foundation aid 2,086,216 2,287,656 - - 2,086,216 2,287,656
Statewide sales and
services tax 487,193 456,149 - - 487,193 456,149
Other 151,608 48,911 915 1,103 152,523 50,014
Total revenues 10,418,952 9,295,417 326,466 413,984 10,745,418 9,709,401
Expenses:
Instruction 4,548,770 4,921,782 - 4,548,770 4,921,782
Support services 2,278,308 2,097,849 24,186 15,527 2,302,494 2,113,376
Noninstructional programs 2,145 519 296,518 396,170 298,663 396,689
Other 512,095 574,793 - - 512,095 574,793
Total expenses 7,341,318 7,594,943 320,704 411,697 7,662,022 8,006,640
Transfers - (30,981) - 30,981 - -
Increase (decrease)
in net assets S 3,077,634 S 1,669,493 S 5762 S 33,268 S 3,083,396 S 1,702,761

In 2011-12, local taxes (property taxes and statewide sales and services tax) and state foundation aid

accounted for 54.5 percent of the revenue from governmental activities while charges for services and

operating grants and contributions accounted for 99.7 percent of the revenue from business-type

activities.



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

The District’s expenses primarily relate to instructional and support services which account for 87.9
percent of the total expenses in fiscal year 2012.

Total revenue for the District decreased by $1,036,017 (9.6 percent) in the fiscal year ended June 30,
2012. The most significant revenue category changes were in capital grants and contributions. Capital
grants and contributions decreased $2,028,118 for the construction of the Fine Arts Building and
Auditorium under the Hazard Mitigation Program.

Total District expenses increased by 4.5 percent in 2011-12. The District’s enrollment continued to grow
in 2011-12 as its certified enrollment was up by 97 students over 2010-11.

Governmental Activities

Revenue for the District’s governmental activities in 2011-2012 decreased by $1,123,535 (10.8 percent)
from the previous year, while total expenses increased by $253,625 (3.5 percent). Governmental
activities net assets as of June 30, 2012 increased by $1,669,493 (20.3 percent) over the June 30, 2011
balance.

The following table presents the total and net cost of the District’s four major governmental activities:
instruction, support services, noninstructional programs and other expenses, for the year ended
June 30, 2012 compared to the year ended June 30, 2011.

Figure A-5 Net Cost of Governmental Activities

Percentage Percentage
Total Cost of Services Change Net Cost of Services Change
June 30, 2011 June 30, 2012 June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2012
Instruction S 4,548,770 S 4,921,782 8.20% S 2,029,910 S 1,677,006 -17.4%
Support services 2,278,308 2,097,849 -7.92% 2,230,977 1,712,949 -23.2%
Noninstructional 2,145 519 -75.80% 2,145 519 -75.8%
Other 512,095 574,793 12.24% (2,010,420) 382,141 -119.0%
S 7,341,318 S 7,594,943 3.45% S 2,252,612 S 3,772,615 67.5%

For the year ended June 30, 2012:
e The cost financed by the users of the District’s programs was $2,622,193.
e Federal and state governments and some local sources subsidized certain programs with grants
and contributions totaling $1,200,135.

e The net cost of governmental activities was financed with $2,441,666 in property taxes,
$2,287,656 of unrestricted state grants, $456,149 in statewide sales and services tax revenue,
$238,707 in income surtax revenue, $35,789 in investment earnings and $13,122 in miscellaneous
revenues.



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

Business-Type Activities
Revenues of the District’s business-type activities were $413,984 and expenses were $411,697. 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 Northeast 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 balances of $2,143,168,
which is below last year’s ending fund balances of $2,746,493. The primary reason for the decrease in
combined fund balances at the end of fiscal 2012 is due to the decrease in the cash balance of the
Capital Projects Fund of the District, which occurred because of significant payments being made during
the year for capital projects.

Governmental Fund Highlights

e The fund balance in the District’s General Fund increased by $448,618 from $1,258,113 as of June
30, 2011 to $1,706,731 as of June 30, 2012. The increase is mainly due to increases in tuition
revenues while maintaining expenditures.

e The fund balance in the Capital Projects Fund decreased by $1,176,130 (102 percent) during 2011-
12. This decrease was mainly due to payments made during the fiscal year for the cafeteria
remodel and other projects.

e The fund balance of the Debt Service Fund increased $190,323 from $213,290 as of June 30, 2011
to $403,613 as of June 30, 2012. The increase is mainly due to the $177,537 annual transfer from
the Capital Projects Fund to the debt service reserve as required by the bonds.

Proprietary Fund Highlights

The District’s business-type activities did well financially during the year. The School Nutrition Fund net
assets increased from $194,234 as of June 30, 2011 to $227,502 as of June 30, 2012, representing a 17
percent increase. The increase was mainly due to increases in charges for services.

Budgetary Highlights
A schedule showing the original and final budget amounts compared to the District’s actual financial
activity is included in the required supplementary information section of this report.

In accordance with the Code of lowa, the Board of Education annual adopts a budget following required
public notice and hearing for all funds, except blended component units, internal service funds,
permanent funds and agency funds. This is referred to as the certified budget. The certified budget may
be amended during the year utilizing similar statutorily prescribed procedures. The District uses the
GAAP (Generally Accepted Accounting Principles) method of accounting for budgeting purposes

10



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

lowa law requires that actual spending in each functional area of the budget does not exceed the
amount budgeted to be spent in that functional area at any time during the fiscal year. 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. The budget was
not amended during the 2011-2012 school year.

The District’s revenues were approximately $1.6 million more than budgeted revenues. The District
received more in federal and local sources that originally anticipated. The District’s expenditures were
approximately $3 million less than budgeted.

Capital Asset and Debt Administration

Capital Assets

By the end of the 2011-12 fiscal year, the District had invested $11,942,244 (net of accumulated
depreciation of $6,438,245) in a broad range of assets, including school buildings, athletic facilities,
computer and audio-visual equipment and administrative offices. (See Figure A-6). This amount
represents a net increase of $2,052,527 or 21 percent from last year. (More detailed information about
capital assets can be found in Note 5 to the financial statements). Total depreciation expense for the
year was $488,257.

Figure A-6 Capital Assets (Net of Depreciation)

Governmental Activities Business-Type Activities Total School District
June 30, 2011 June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2011 June 30, 2012

Land S 202,905 S 202,905 S - S - S 202,905 S 202,905

Buildings 3,811,676 10,729,150 - 30,361 3,811,676 10,759,511
Improvements other than

buildings 729,968 672,153 - - 729,968 672,153

Furniture and equipment 381,806 241,130 62,146 66,545 443,952 307,675

Construction in progress 4,701,216 - - 4,701,216 -

Total S 9,827,571 $ 11,845,338 S 62,146 S 96,906 $ 9,889,717 $ 11,942,244

The increase is mainly due to completion of the Fine Arts Auditorium and renovation of the high school
cafeteria during the fiscal year.

11



Northeast Community School District

Management’s Discussion and Analysis
Year Ended June 30, 2012

Long-Term Liabilities

As of June 30, 2012, the District had $4,401,231 in general obligation and other long-term debt
outstanding. This represents a decrease of $356,769 or 7.5% from the prior year. See Figure A-7 below.
Additional information about the District’s long-term debt is presented in Note 6 to the financial
statements.

Figure A-7 Outstanding Long-Term Obligations

Governmental Activities Business-Type Activities Total School District
June 30, 2011 June 30, 2012 June 30,2011  June 30, 2012 June 30, 2011 June 30, 2012
General obligation bonds S 1,230,000 S 940,000 S - S - S 1,230,000 S 940,000
Qualified school construction bonds 3,302,000 3,302,000 - - 3,302,000 3,302,000
Early retirement 153,428 37,965 - - 153,428 37,965
Net OPEB liability 71,483 119,447 1,089 1,819 72,572 121,266
Total S 4,756,911 $ 4,399,412 S 1,089 S 1,819 S 4,758,000 $ 4,401,231

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 Continued budget concerns at the state level will likely affect the District in the next several years.
e The District has utilized American Reinvestment and Recovery Act funding to backfill reductions in

state funding. As this funding has begun to run out in the 2011-2012 fiscal year, other revenue
sources will need to be identified in order to avoid negative budget implications.

e The creation of a new school district in the area will most likely impact the whole-grade sharing
revenue the District had anticipated for the next three years.

Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, customers, and 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 Tina Bartels, Business Manager, Northeast Community School District,
P.O. Box 66, Goose Lake, lowa 52750.

12



Northeast Community School District

Statement of Net Assets
June 30, 2012

Assets
Cash and pooled investments
Receivables:
Property tax:
Current year
Succeeding year
Income surtax
Due from other governments
Inventories
Restricted cash
Capital assets:
Nondepreciable
Depreciable, net
Total assets

Liabilities
Accounts payable
Salaries and benefits payable
Accrued interest payable
Unearned revenue:
Succeeding year property tax
Other
Long-term liabilities:
Portion due within one year:
Early retirement
General obligation bonds
Portion due after one year:
General obligation bonds
Qualified school construction bonds
Net OPEB liability
Total liabilities

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

Categorical funding

Debt service

Management levy

Student activities

School infrastructure
Unrestricted

Total net assets

See Notes to Financial Statements.

Governmental Business-Type

Activities Activities Total
S 1,738,904 S 131,237 $ 1,870,141
29,692 - 29,692
2,493,281 - 2,493,281
238,562 155 238,717
803,905 - 803,905
- 6,821 6,821
369,465 - 369,465
202,905 - 202,905
11,642,433 96,906 11,739,339
17,519,147 235,119 17,754,266
77,580 632 78,212
651,572 - 651,572
5,199 - 5,199
2,493,281 - 2,493,281
1,229 5,166 6,395
37,965 - 37,965
300,000 - 300,000
640,000 - 640,000
3,302,000 - 3,302,000
119,447 1,819 121,266
7,628,273 7,617 7,635,890
7,603,338 96,906 7,700,244
72,186 - 72,186
403,613 - 403,613
2,376 - 2,376
59,125 - 59,125
68,417 - 68,417
1,681,819 130,596 1,812,415
S 9,890,874 S 227,502 S 10,118,376
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Northeast Community School District

Statement of Activities
Year Ended June 30, 2012

Functions/Programs Expenses
Governmental activities:
Instruction:
Regular instruction 3,109,643
Special instruction 865,793
Other 946,346
4,921,782
Support services:
Student services 357,757
Instructional staff services 182,879
Administration services 874,486
Operation and maintenance of plant services 155,246
Transportation services 527,481
2,097,849
Noninstructional programs 519
Other expenditures:
Long term debt interest 39,186
AEA flowthrough 192,652
Depreciation (unallocated) * 342,955
574,793
Total governmental activities 7,594,943
Business-Type Activities:
Support services:
Administration services 11,329
Operation and maintenance of plant services 4,198
15,527
Noninstructional programs, food
service operations 396,170
Total business-type activities 411,697
Total 8,006,640

General revenues and transfers:
General revenues:
Property tax levied for:
General purposes
Capital outlay
Debt service
Statewide sales and services tax
Income surtax
Unrestricted state grants
Unrestricted investment earnings
Other
Transfers
Total general revenues and transfers

Change in net assets

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

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

See Notes to Financial Statements.




Net (Expense) Revenue

Program Revenues and Changes in Net Assets

Charges Operating Grants Capital Grants Governmental Business-Type
for Services and Contributions and Contributions Activities Activities Total
1,517,457 580,960 $ - (1,011,226) $ - (1,011,226)
538,635 27,967 - (299,191) - (299,191)
566,101 13,656 - (366,589) - (366,589)
2,622,193 622,583 - (1,677,006) - (1,677,006)
- 105,020 - (252,737) - (252,737)
- - - (182,879) - (182,879)
- - - (874,486) - (874,486)
- - 277,635 122,389 - 122,389
- 2,245 - (525,236) - (525,236)
- 107,265 277,635 (1,712,949) - (1,712,949)
- - - (519) - (519)
- - - (39,186) - (39,186)
- 192,652 - - - -
- - - (342,955) - (342,955)
- 192,652 - (382,141) - (382,141)
2,622,193 922,500 277,635 (3,772,615) - (3,772,615)
- - - - (11,329) (11,329)
R - - - (4,198) (4,198)
- - - - (15,527) (15,527)
233,045 179,836 - - 16,711 16,711
233,045 179,836 - - 1,184 1,184
2,855,238 1,102,336 S 277,635 (3,772,615) 1,184 (3,771,431)
2,057,565 - 2,057,565
53,767 - 53,767
330,334 - 330,334
456,149 - 456,149
238,707 - 238,707
2,287,656 - 2,287,656
35,789 1,103 36,892
13,122 - 13,122
(30,981) 30,981 -
5,442,108 32,084 5,474,192
1,669,493 33,268 1,702,761
8,221,381 194,234 8,415,615
9,890,874 S 227,502 10,118,376
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Northeast Community School District

Balance Sheet
Governmental Funds
June 30, 2012

Assets

Cash and pooled investments

Receivables:
Property tax:

Current year
Succeeding year
Income surtax
Due from other funds
Due from other governments

Restricted cash

Total assets

Liabilities and Fund Balances

Liabilities:

Accounts payable
Salaries and benefits payable
Due to other funds
Deferred revenue:
Succeeding year property tax
Income surtax

Other

Total liabilities

Fund balances:

Restricted for:
Categorical funding
Debt service
Management levy
Student activities

Unassigned

Total fund balances

Total liabilities and
fund balances

See Notes to Financial Statements.

General Capital Projects Debt Service Nonmajor Total
1,644,412 - S 30,131 S 64,361 1,738,904
23,807 653 4,017 1,215 29,692
1,806,472 55,114 506,695 125,000 2,493,281
238,562 - - - 238,562
160,489 - - - 160,489
590,334 212,596 - 975 803,905
- - 369,465 - 369,465
4,464,076 268,363 S 910,308 $ 191,551 5,834,298
59,510 13,020 $ - S 5,050 77,580
651,572 - - - 651,572
- 160,489 - - 160,489
1,806,472 55,114 506,695 125,000 2,493,281
238,562 - - - 238,562
1,229 68,417 - - 69,646
2,757,345 297,040 506,695 130,050 3,691,130
72,186 - - - 72,186
- - 403,613 - 403,613
- - - 2,376 2,376
- - - 59,125 59,125
1,634,545 (28,677) - - 1,605,868
1,706,731 (28,677) 403,613 61,501 2,143,168
4,464,076 268,363 $ 910,308 $ 191,551 S 5,834,298

16



Northeast Community School District

Reconciliation of the Balance Sheet -
Governmental Funds to the Statement of Net Assets
June 30, 2012

Total fund balances of governmental funds

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 reported as assets in the governmental funds.

Other long-term assets are not available to pay for current period expenditures and,

therefore, are deferred in the funds

Accrued interest payable on long-term liabilities is not due and payable in the current period,
and, therefore, is not reported as a liability in the governmental funds

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

in the governmental funds.
Net assets of governmental activities

See Notes to Financial Statements.
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2,143,168

11,845,338

306,979

(5,199)

(4,399,412)

9,890,874




Northeast Community School District

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2012

General Capital Projects Debt Service Nonmajor Total
Revenues:
Local sources:
Local tax S 2,214,005 $ 508,928 $ 332,082 $ 100,422 S 3,155,437
Tuition 2,056,092 - - - 2,056,092
Other 234,911 88,704 11,234 267,041 601,890
State sources 2,881,002 44,047 155 47 2,925,251
Federal sources 329,153 331,541 - - 660,694
Total revenues 7,715,163 973,220 343,471 367,510 9,399,364
Expenditures:
Current:
Instruction:
Regular 3,010,899 67,141 - 131,478 3,209,518
Special 865,793 - - - 865,793
Other 702,198 - - 244,148 946,346
4,578,890 67,141 - 375,626 5,021,657
Support services:
Student services 357,757 - - - 357,757
Instructional staff services 182,879 - - - 182,879
Administration services 873,894 - - 3,792 877,686
Operation and maintenance
of plant services 699,439 - - 41,256 740,695
Transportation services 385,573 65,670 - 12,595 463,838
2,499,542 65,670 - 57,643 2,622,855
Noninstructional programs 142 - - 377 519
Other expenditures:
Debt service:
Principal - - 290,000 - 290,000
Interest and fiscal charges - - 40,685 - 40,685
Facilities acquisition - 1,839,002 - - 1,839,002
AEA flowthrough 192,652 - - - 192,652
192,652 1,839,002 330,685 - 2,362,339
Total expenditures 7,271,226 1,971,813 330,685 433,646 10,007,370
Revenues under (over)
expenditures 443,937 (998,593) 12,786 (66,136) (608,006)
Other financing sources (uses):
Sale of assets 4,681 - - - 4,681
Interfund transfers in - - 177,537 - 177,537
Interfund transfers out - (177,537) - - (177,537)
Total other financing
sources (uses) 4,681 (177,537) 177,537 - 4,681
Net change in fund balance 448,618 (1,176,130) 190,323 (66,136) (603,325)
Fund balances,
beginning of year 1,258,113 1,147,453 213,290 127,637 2,746,493
Fund balances (deficits),
end of year S 1,706,731 §$ (28,677) $ 403,613 S 61,501 $ 2,143,168

See Notes to Financial Statements.
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Northeast 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, 2012

Net change in fund balances - total governmental funds

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 not 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:

Expenditures for capital assets

Proceeds on sale of capital assets

Loss on sale of capital assets

Depreciation expense

Revenues in the statement of activities that do not
provide current financial resources are not reported
as revenues in the funds, change

in deferred revenues

Repayment of long-term liabilities is an expenditure
in the governmental funds, but the repayment reduces
long-term liabilities in the Statement of Net Assets.
Repayment of long-term debt
Change in accrued interest payable

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 funds, as follows:

Early retirement

Net OPEB liability

Change in net assets of governmental activities

See Notes to Financial Statements.

(603,325)

$ 2,601,319

(4,681)

(101,732)
(477,139) 2,017,767
(103,947)

290,000
1,499 291,499

115,463
(47,964) 67,499
1,669,493
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Northeast Community School District

Statement of Net Assets
Proprietary Fund
June 30, 2012

Assets

Cash and cash equivalents

Accounts receivable

Inventories

Capital assets, net of accumulated depreciation
Total assets

Liabilities
Accounts payable
Unearned revenue
Net OPEB liability
Total liabilities

Net Assets
Invested in capital assets
Unrestricted

Total net assets

See Notes to Financial Statements.
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Enterprise Fund

School
Nutrition

131,237
155
6,821
96,906

235,119

632
5,166
1,819

7,617

96,906
130,596

227,502




Northeast Community School District

Statement of Revenues, Expenses and Changes in Net Assets

Proprietary Fund
Year Ended June 30, 2012

Operating revenues:
Local sources, charges for services

Operating expenses:
Support services:
Administration:
Salaries
Benefits
Operation and maintenance of plant:
Services
Total support services
Noninstructional programs:
Food service operations:
Salaries
Benefits
Purchased services
Supplies
Depreciation

Total expenses
Operating (loss)
Nonoperating revenues:
Interest on investments
State sources
Federal sources
Total nonoperating revenues

Income before capital contributions

Capital contributions
Change in net assets

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

See Notes to Financial Statements.

Enterprise Fund

School
Nutrition

$ 233,045

8,533
2,796

4,198

15,527

115,177
32,224
23,137

214,514
11,118

396,170

411,697

(178,652)

1,103
3,916
175,920

180,939

2,287

30,981

33,268

194,234

$ 227,502
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Northeast Community School District

Statement of Cash Flows
Proprietary Fund
Year Ended June 30, 2012

Cash flows from operating activities:
Cash received from sale of lunches and breakfasts
Cash payments to employees for services
Cash payments to suppliers for goods or services
Net cash (used in) operating activities

Cash flows from noncapital financing activities:
State grants received
Federal grants received
Net cash provided by noncapital financing activities

Cash flows from capital financing activities, purchase of capital assets

Cash flows from investing activities, interest on investments
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating (loss) to net cash
(used in) operating activities:
Operating (loss)
Adjustments to reconcile operating income (loss) to net cash
(used in) operating activities:
Depreciation
Commodities used
Decrease in accounts receivable
Increase in unearned revenue
Increase in accounts payable
Increase in net OPEB liability
Net cash (used in) operating activities

Schedule of noncash items:
Noncapital financing activities, federal commodities

Capital and related financing activities, capital assets contributed

See Notes to Financial Statements.
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Enterprise Fund

School
Nutrition

$ 233,545
(158,000)
(210,219)

(134,674)

3,916
146,438

150,354

(14,897)

1,103

1,886

129,351

S 131,237

$ (178,652)

11,118
29,482
500
1,516
632
730

S (134,674)

$ 29,482

$ 30,981




Northeast Community School District

Notes to Basic Financial Statements

Note 1. Summary of Significant Accounting Policies

Northeast Community School District is a political subdivision of the state of lowa 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. The courses
include remedial education as well as vocational and recreational courses. The geographic area served
includes the City of Goose Lake, lowa, and the predominately agricultural territory in Clinton County.
The District is governed by a Board of Education whose members are elected on a nonpartisan 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.

Reporting entity:
For financial reporting purposes, Northeast Community School District has included all funds,
organizations, agencies, boards, commissions and authorities. The District has also 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. Northeast 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 does not meet the criteria of a joint venture since there is no
ongoing financial interest or responsibility by the participating governments. The District is a member
of the Clinton County Assessor’s Conference Board.

Basis of presentation:
District-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 service.

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 including restricted capital

assets, net of accumulated depreciation and reduced by outstanding balances for bonds, notes and
other debt attributable to the acquisition, construction or improvements of those assets.
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Northeast Community School District

Notes to Basic Financial Statements

Note1l. Summary of Significant Accounting Policies (continued)

Restricted net assets result when constraints placed on net asset use are either externally imposed
by creditors, grantors, contributors or laws and regulations of other governments or imposed by
law through constitutional provisions or enabling legislation. Net assets restricted through enabling
legislation as of June 30, 2012 consists of $72,186 for categorical funding, $2,376 for management
levy, $59,125 for student activities, $403,613 for debt service, and $68,417 for school
infrastructure.

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

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
or segment is offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function. Program revenues include 1) charges to customer or applicants who purchase, use
or directly benefit from goods, services or privileges provided by a given function and 2) grants,
contributions and interest restricted to meeting the operational or capital requirements 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 and
proprietary funds. The District does not have fiduciary funds. Major individual governmental funds are
reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reported as 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
revenues not allocated by law or contractual agreement to some other fund are accounted for in
this fund. From this fund the general operating expenditures, including instructional, support and
other costs are paid.

The Capital Projects Fund is used to account for all resources used in the acquisition and
construction of capital facilities. The Capital Projects Fund includes the Statewide Sales, Services
and Use Tax Account and the Physical Plant and Equipment Levy Account.

The Debt Service Fund is used to account for property tax and other revenues to be used for the
payment of interest and principal on the District’s long-term debt.

The District also has two nonmajor governmental funds:

Special revenue funds: Special revenue funds are used to account for the revenue sources that are
legally restricted to expenditures for specific purposes. The District has the following special revenue
funds:

The Management Fund is used to pay the costs of unemployment benefits, liability insurance,
judgments, and certain early retirement benefits.
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Northeast Community School District

Notes to Basic Financial Statements

Note1l. Summary of Significant Accounting Policies (continued)

The Student Activity Fund is used to support cocurricular programs.

Proprietary Fund Types: Proprietary fund types are used to account for the District’s ongoing
organizations and activities which are similar to those often found in the private sector. The
measurement focus is upon income determination, financial position, and cash flows. The District has
one proprietary fund type, the enterprise fund.

Enterprise funds are used to account for those operations that are financed and operated in a manner
similar to private business or where the District has decided that the determination of revenues earned,
costs incurred and/or net income is necessary for the management accountability. The District’s
nonmajor proprietary fund is the Enterprise, School Nutrition Fund, used to account for the food service
operations of the District.

Measurement focus and basis of accounting:
The District-wide financial statements and the proprietary 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, intergovernmental 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 acquisitions 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 restricted grant resources to such programs and then general revenues.
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Northeast Community School District

Notes to Basic Financial Statements

Note1l. Summary of Significant Accounting Policies (continued)

The proprietary funds of the District apply all applicable GASB pronouncements as well as the
following pronouncement 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 distinguished operating revenues and expenses from nonoperating items.
Operating revenues a