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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
 Central Lee 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, 2016.  We encourage readers to consider this 
information in conjunction with the District’s financial statements, which follow. 
 
2016 FINANCIAL HIGHLIGHTS 
 

General Fund revenues increased from $9,659,234 in fiscal year 2015 to $10,159,396 in 
fiscal year 2016, while General Fund expenditures increased from $10,037,902 in fiscal 
year 2015 to $10,230,364 in fiscal year 2016.  As result, the District’s General Fund 
balance decreased from $1,971,982 at June 30, 2015 to $1,901,014 at June 30, 2016, 
representing a decrease of 3.60%.  

 
The increase in General Fund revenues was mainly attributable to a increase in tuition, 
local source and state source revenues received in fiscal year 2016, as compared to the 
prior year.  The increase in expenditures was due to an increase in instruction and 
support expenditures incurred as compared to the prior year. 
 
The District’s solvency ratio (unassigned fund balance/general fund revenues) increased 
from 19.52% in fiscal year 2015 to 17.09% for fiscal year 2016.  The State School Budget 
Review Committee recommends a solvency ratio between 5% - 10%. 

 
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 Position and a  
             Statement of Activities.  These provide information about the activities of Central Lee  
             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 Central Lee Community School District’s operations in more detail than the  
             government-wide statements by providing information about the most significant  
             funds.  The remaining statements provide financial information about activities for  
             which Central Lee Community School District acts solely as an agent or custodian for  
             the benefit of those outside of the School District. 

 
           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, the District’s    
 proportionate share of the net pension liability and related contributions, as well as 

           presenting the Schedule of Funding Progress for the Retiree Health Plan. 



 

 
Supplementary Information provides detailed information about the nonmajor   
governmental funds.  

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

Government-wide

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: food 
service

Instances in which the 
district administers 
resources on behalf of 
someone else, such as 
scholarship programs 

Required financial Statement of net Balance sheet Statement of net Statement of 

statements position Statement of position fiduciary net position

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

Statement of revenues, 
expenses and changes in 
fund net position

Statement of changes 
in fiduciary net position

Statement of cash flows

Accounting basis and 
measurement focus

Accrual accounting and 
economic resources focus

Modified accrual 
accounting and current 
financial resources focus

Accrual accounting and 
economic resources focus

Accrual accounting and 
economic resources 
focus

Type of deferred 
outflow / inflow 
information

Consumption/acquisition of 
net position that is 
applicable to a future 
reporting period

Consumption/ acquisition 
of fund balance that is 
applicable to a future 
reporting period

Consumption/ 
acquisition of net position 
that is applicable to a 
future reporting period

Consumption/ 
acquisition of net 
position that is 
appicable to a future 
reporting period.

Type of inflow/ 
outflow information

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

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

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

All additions and 
deductions during the 
year, regardless of when 
cash is received or paid

Figure A-2
    Major Features of the Government-Wide and Fund Financial Statements

Fund Statements

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

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

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

All assets and liabilities, 
both short-term and 
long-term; funds do not 
currently contain capital 
assets, although they 
can

Type of asset/liability 
information

 
REPORTING THE DISTRICT’S FINANCIAL ACTIVITIES 
 
Government-wide Financial Statements 

The government-wide financial statements report information about the District as a whole 
using accounting methods similar to those used by private-sector companies.  The Statement of 
Net Position includes all of the District’s assets, deferred inflows of resources, liabilities and 
deferred outflows of resources, with the difference reported as net position.  All of the current 



 

year’s revenues and expenses are accounted for in the Statement of Activities, regardless of when 
cash is received or paid. 

 
 The two government-wide financial statements report the District’s net position and how it 

has changed.  Net position is one way to measure the District’s financial health or position.  Over 
time, increases or decreases in the District’s net position are an indicator of whether financial 
position is improving or deteriorating.  To assess the District’s overall health, additional non-
financial factors, such as changes in the District’s property tax base and the condition of school 
buildings and other facilities, need to be considered. 
  

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

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

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

 
Fund Financial Statements 

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

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

The District has three kinds of funds:  
 
1) Governmental funds: Most of the District’s basic services are included in governmental funds, 

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

 
      The District’s governmental funds include the General Fund, the Special Revenue Funds, the  
      Debt Service, and the Capital Projects Fund. 
 
      The required financial statements for the governmental funds include a Balance Sheet and a  
      Statement of Revenues, Expenditures and Changes in Fund Balances. 
 
2) Proprietary funds: Services for which the District charges a fee are generally reported in 

proprietary funds.  Proprietary funds are reported in the same way as the government-wide 
financial statements.  The District's Enterprise Funds, one type of proprietary fund, are the 
same as its business type activities, but provide more detail and additional information, such 
as cash flows.  The District currently has one Enterprise Fund, the School Nutrition Fund.   

 
      The required financial statements for proprietary funds include a Statement of Net Position, a   
      Statement of Revenues, Expenses and Changes in Fund Net Position and a Statement of Cash  
      Flows. 
 



 

3)  Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others.  
These funds include the Private-Purpose Trust Fund. 

 
Private-Purpose Trust Fund - The District accounts for outside donations for 
scholarships for individual students in this fund. 

 
 The District is responsible for ensuring that the assets reported in the fiduciary funds are 
used only for their intended purposes and by those to whom the assets belong.  The District 
excludes these activities from the District-wide financial statements because it cannot use these 
assets to finance its operations. 
 
 The required financial statements for fiduciary funds include a Statement of Fiduciary Net 
Position and a Statement of Changes in Fiduciary Net Position. 
 
 Reconciliations between the government-wide financial statements and the governmental 
fund financial statements follow the governmental fund financial statements. 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 
 Figure A-3 below provides a summary of the District’s net position at June 30, 2016 
compared to June 30, 2015. 

 The District’s combined net position increased by $134,256 or 2.61% from the prior year.  
The largest portion of the District’s net position is the invested in capital assets (e.g., land, 
infrastructure, buildings and equipment), less the related debt.  The debt related to the 
investment in capital assets is liquidated with sources other than capital assets. 
 



 

 Restricted net position represents resources subject to external restrictions, constitutional 
provisions or enabling legislation on how they can be used.  The District’s restricted net position 
increased $3,453 or 0.43% from the prior year.   
 
 Unrestricted net position – the part of net position that can be used to finance day-to-day 
operations without constraints established by debt covenants, enabling legislation or other legal 
requirements increased $221,917 or 11.20%.  This reduction in unrestricted net position was 
primarily a result of the District’s net pension liability net pension expense recorded in the current 
year. 
 
 Figure A-4 shows the changes in net position for the year ended June 30, 2016 compared 
to the year ended June 30, 2015. 

  
In fiscal year 2016, property tax, income surtax, statewide sales, service and use tax and 
unrestricted state grants account for 70.42% of the revenue from governmental activities while 



 

charges for service and operating grants and contributions account for nearly all of the revenue 
from business type activities. 
 
 The District’s total revenues were approximately $11.93 million, of which approximately 
$11.54 million was for governmental activities and approximately $0.39 million was for business 
type activities. 
  

As shown in Figure A-4, the District as a whole experienced an increase of 5.62% in 
revenues and an increase of 1.07% in expenses.  The increase in revenues is primarily due to a 
increase in unrestricted state grants and charges for service revenue received, while the 
increase in expenditures is primarily due to an increase in instructional and support 
expenditures incurred as compared to the prior year. 
 
Governmental Activities 
  

Revenues for governmental activities were $11,544,311 and expenses were $11,420,326 
for the year ended June 30, 2016.    

The following table presents the total and net cost of the District’s major governmental 
activities: instruction, support services, non-instructional programs and other expenses for the 
year ended June 30, 2016 compared to the year ended June 30, 2015. 

 For the year ended June 30, 2016: 
 

The cost financed by users of the District’s programs was $2,713,367. 

Federal and state governments as well contributions from local sources subsidized 
certain programs with grants and contributions totaling $621,394. 

The net cost of governmental activities was financed with $2,751,618 in property tax, 
$144,664 in income surtax, $785,651 in statewide sales, services and use tax, 
$4,448,050 in unrestricted state grants, $5,160 in investment interest and $74,407 in 
other general revenues. 

  
Business Type Activities 
  

Revenues of the District’s business type activities were $387,210 and expenses totaled 
$376,939 for the year ended June 30, 2016.  The District’s business type activities include the 
School Nutrition Fund.  Revenues of these activities were comprised of charges for service, federal 
and state reimbursement, investment income, and other general revenues. 
 
 
 
 



 

INDIVIDUAL FUND ANALYSIS 
  

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

The financial performance of the District as a whole is reflected in its governmental funds, 
as well.  As the District completed the year, its governmental funds reported combined fund 
balance of $3,076,295, above last year’s ending fund balances of a $3,073,401.  The primary 
reasons for the increase in combined fund balances is the increase in fund balance for the 
Management Levy Fund. 
 
Governmental Fund Highlights 
 

The District’s General Fund financial position is the product of many factors.  The fund 
balance of the General Fund decreased from $1,971,982 at June 30, 2015 to $1,901,014 
at June 30, 2016.    
 
The District’s Management Fund balance increased from $443,585 at June 30, 2015 to 
$585,595 at June 30, 2016.  This increase is primarily due to an increase in local tax 
revenue received as compared to the prior year. 
 

Proprietary Fund Highlights 

School Nutrition Fund net position increased from deficit of $10,059 at June 30, 2015 to a 
net position of $212 at June 30, 2016, representing an increase of approximately 102.11%.  The 
primary reason for this increase in ending net position is an increase in federal revenues received. 

 
BUDGETARY HIGHLIGHTS 
 
 The District’s revenues were $328,469 less than budgeted revenues, a variance of 
approximately 2.66%.  The most significant dollar variance resulted from the District receiving 
less in state sources than originally anticipated. 
 
 Total expenditures were less than budgeted, due primarily to the District’s budget for the 
General Fund.  It is the District’s practice to budget expenditures at the maximum authorized 
spending authority for the General Fund.  The District then manages or controls General Fund 
spending through its line-item budget.  As a result, the District’s certified budget should always 
exceed actual expenditures for the year.   
 
 The District did amend the budget in the amount of $400,000 in the instruction functional 
areas due to an entry correction. 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets 
 
 At June 30, 2016, the District had invested $6,220,751, net of accumulated depreciation, 
in a broad range of capital assets, including land, buildings, athletic facilities, computers, audio-
visual equipment and transportation equipment.  (See Figure A-6) This amount represents a net 
decrease of 1.44% from last year.  More detailed information about capital assets is available in 
Note 4 to the financial statements.  Depreciation expense for the year was $443,767.    
 
 The original cost of the District’s capital assets was $15,077,203.  Governmental funds 
account for $14,799,731 with the remainder of $277,472 in the Proprietary, School Nutrition 
Fund. 



 

 
 The largest change in capital asset activity during the year occurred in the buildings 
category.  The District’s buildings totaled $4,914,609 at June 30, 2015, compared to $4,674,948 
at June 30, 2016.  The primary reason for this decrease is due to annual depreciation expense 
incurred during fiscal year 2016.  

Long-Term Debt 
 

At June 30, 2016, the District had long-term debt outstanding of $4,788,735 in total long-
term debt outstanding.  This was a 20.60% increase from the prior year. (See Figure A-7) More 
detailed information about the District’s long-term liabilities is available in Note 5 to the financial 
statements.   
 

At June 30, 2016, the District had computer lease indebtedness payable of $233,927 
payable from the Capital Projects:  Statewide Sales, Services and Use Tax Fund. 
 
Net pension liability of $4,554,808 at June 30, 2016. Governmental net pension liability of 
$4,453,645 and business type activities net pension liability of $101,163. 

 
 
 
 
 
 
 
 
 



 

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: 

Challenging economic times combined with rising costs for goods and services has forced 
the District to explore all opportunities to reduce expenditures and/or increase revenues. 

The District also continues to make fiscal adjustments in order to match enrollment and 
uncertain allowable growth.  
 
With the implementation of GASB Statement No. 68, the District booked the liability on 
financial statements associated with the District’s share of its IPERS liability.  This had a 
negative impact on the District’s financial statements. 

 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 

This financial report is designed to provide the District’s citizens, taxpayers, customers, 
investors and creditors with a general overview of the District’s finances and to demonstrate the 
District’s accountability for the money it receives.  If you have questions about this report or need 
additional financial information, contact Sandra Meierotto, District Secretary, Central Lee 
Community School District, 2642 Highway 218, Donnellson, Iowa, 52625.  
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