PIUTE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
As management of the Piute County School District (District), we offer readers of the District’s
financial statements this narrative discussion, overview, and analysis of the financial activities of
the District for the fiscal year ending June 30, 2011. We encourage readers to consider the
information presented here in conjunction with the District’s financial statements, which follow
this section.
OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.
Government-Wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview
of the District’s finances, in a manner similar to a private-sector business. The government-wide
financial statements include the statement of net assets and the statement of activities.
The statement of net assets presents information on all of the assets and liabilities of the District,
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 net assets of the District
changed during the 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 expenditures are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).
The government-wide financial statements can be found on pages 11 through 12 of this report.
Fund Financial Statements
A fund is a group of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the District can be divided into two categories,
governmental funds and fiduciary 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
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government-wide financial statements, governmental fund financial statements focus on nearterm inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating the
District’s near-term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.
The District maintains five 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, capital projects fund, and debt
service fund, all of which are considered to be major funds. Data from the other two
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 District adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.
The basic governmental fund statements can be found on pages 13 to 17 of this report.
Fiduciary funds are used to account for resources held for the benefit of parties outside the
governmental entity. Fiduciary funds are not reflected in the government-wide financial
statement because the District cannot use these funds to finance its operations.
The District uses a fiduciary fund to account for resources held for other groups. Currently the
District does not use this fund.
Notes to the Financial Statements
The notes to the financial statements provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements. The
notes can be found on pages 18 to 35 of this report.
Other Information
The combining statements referred to earlier in connection with nonmajor governmental funds
are presented immediately following the notes to the financial statements. Combining and
individual fund statements and schedules can be found on pages 37 to 48 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets exceeded liabilities by $5,508,793 at June 30, 2011.
Below is a summary of the District’s assets, liabilities, and net assets.
PIUTE COUNTY SCHOOL DISTRICT'S NET ASSETS
Governmental
Activities
Current and other assets
Capital assets
Total assets

Curent and other liabilities
Noncurrent liabilities

2011
4,721,030
7,975,528
12,696,558

$
$

$

1,420,860
5,766,904
7,187,764

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

2,405,169
1,394,819
1,708,805
5,508,793

$

$
$

$

$

2010
8,451,224
3,456,101
11,907,325

1,293,862
5,790,088
7,083,950

2,495,402
752,082
1,575,890
4,823,374

The largest portion of the District’s net assets (44%) reflects its investment in capital assets less
any related outstanding debt used to acquire those assets. The District uses these capital assets to
provide services to students and consequently, these assets are not available for future spending.
Although the District’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources since the
capital assets themselves cannot be used to liquidate these liabilities.
A portion of the District’s net assets (26%) represent resources that are subject to external
restrictions on how they may be used. The remainder of net assets (30%) may be used to meet
the District’s ongoing obligations to students, employees, and creditors. However, the
unrestricted net asset amount has been earmarked for the following purposes:


Committed to Undistributed Reserve
As allowed by law, the District has established an undistributed reserve of $175,000 of
general fund budgeted revenues within the general fund which is set aside for contingencies
or possible reductions in state funding and not to be used in negotiation or settlement of
contract salaries. The maintenance of a sufficient reserve is a key credit consideration in the
District’s bond rating.
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As of June 30, 2011, the District is able to report positive balances in all three categories of net
assets, both for the District as a whole and for its separate governmental activities. The same
situation held true for the prior fiscal period.

PIUTE COUNTY SCHOOL DISTRICT'S CHANGES IN NET ASSETS
Governmental
Activities
2011
Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General Revenues:
Property taxes
Federal and state aid not restricted
to specific purposes
Earnings on investments
Miscellaneous
Total revenues

$

43,486
1,864,248
200,000

2010

$

93,247
1,972,303
202,265

628,253

366,574

2,352,156
35,951
339,698
5,463,792

1,987,597
23,394
293,948
4,939,328

Expenses:
Instruction
Support services:
Students
Instructional staff
District administration
School administration
Business
Operation & maintenance of plant
Transportation
School lunch services
Interest on long term liabilities
Total expenses

2,945,445

3,053,980

25,191
258,386
128,114
94,847
465,523
311,874
220,809
328,184
4,778,373

23,326
250,833
126,846
86,274
441,213
294,580
211,475
45,150
4,533,677

Changes in net assets
Net assets, beginning
Net assets, ending

685,419
4,823,374
5,508,793

405,651
4,417,723
4,823,374

$
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$

Piute School District
Revenue by Source - Governmental Activities
Year Ended June 30, 2011
Earnings on
investments
1%

Miscellaneous Cha rges for services
2%
7%
Operating grants a nd
contributions
36%

Federa l a nd state aid
not restricted to
specific purposes
42%
Property ta xes
8%

Ca pita l gra nts a nd
contributions
4%

Piute School District
Expenses by Function - Governmental Activities
Year Ended June 30, 2011
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.
The focus of the District’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. The unreserved fund balance is divided between designated
balances and undesignated balances. The District has designated portions of the unreserved fund
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balance to earmark resources for certain government-wide liabilities that are not recognized in
the governmental funds. Undesignated balances in the general fund are required by state law to
be appropriated in the following year’s budget. Fund balances of capital projects and other
governmental funds are restricted by state law to be spent for the purpose of the fund and are not
available for spending at the District’s discretion.
The general fund is the chief operating fund of the District. At June 30, 2011, unassigned fund
balance was $1,481,925 while the total fund balance was $1,754,619. The unassigned fund
balance increased by $55,848 while the total fund balance also increased by $153,542 during the
fiscal year. Annual expenditures in the general fund were $45,857 less than the final budgeted
amounts, and resources available for appropriation were $212,968 less than final budgeted
amounts.
The capital projects fund has a total fund balance of $539,825, of which $539,825 is restricted
for acquisition of capital assets and related expenditures. The fund balance decreased by
$4,354,317 during the fiscal year. This decrease is a result of use of bond proceeds received in a
prior year to remodel and expand the high school.
The debt service fund has a total fund balance of $579,506, all of which is reserved for the
payment of debt service. The fund balance increased by $282,951 during the fiscal year.
The non K-12 programs special revenue fund has a total fund balance of $112,801. This balance
is within the total allowed by state guidelines and is restricted to non-kindergarten through
twelfth grade programs and other community programs. The fund balance decreased by $23,115
during the fiscal year.
The school lunch special revenue fund has a total fund balance of $4,176. This balance is within
the total allowed by state guidelines and is restricted to food service programs. The fund balance
increased by $157 during the fiscal year.
The student activity special revenue fund has a total fund balance of $86,866. This balance is
within the total allowed by state guidelines and is restricted for student activity and other
programs at the school level. The fund balance increased during the year by $16,595.
The scholarship fund has a total fund balance of $60,029. This balance increased during the year
by $19,483.
The municipal building authority special revenue fund has an ending fund balance of $62,690.
The fund balance increased during the year by $62,690.
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
The capital projects fund is used primarily to account for costs incurred in acquiring,
maintaining, and improving sites, constructing and remodeling facilities, and procuring
equipment necessary for providing educational programs for all students within the District.
The primary class of capital assets used by the District to provide educational services to the
public is school buildings. The District continually evaluates the cost efficiency of its buildings
as part of its on-going capital improvements plan.
Capital assets at June 30, 2011 are outlined below:
PIUTE COUNTY SCHOOL DISTRICT'S CAPITAL ASSETS
(net of accumulated depreciation)
2011
Land
Construction in progress
Buildings & Improvements
Furniture and Equipment

2010

$

125,000
5,355,821
1,888,495
606,212

$

125,000
695,797
1,969,790
665,514

$

7,975,528

$

3,456,101

Debt Administration
The general obligation bond debt of the District is limited by state law to 4% of the fair market
value of the total taxable property in the District. The legal debt limit at June 30, 2011 was
$4,437,579 while the general obligation debt at that date was $4,435,000 resulting in a legal debt
margin of $2,579. The general obligation bond debt increased by $4,435,000 during the fiscal
year as a result of issuance of bonds for construction and remodel of the high school. The
District also created a municipal building authority and issued lease revenue bonds in the amount
of $1,060,000 also in connection with the construction and remodel of the high school.
Additional information on the District’s long-term debt can be found in Note 7 to the basic
financial statements.

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the Piute County School
District’s finances and to demonstrate the District’s accountability for the funds it receives. If
you have any questions concerning this report or need additional financial information, please
contact the Business Administrator, Piute County School District, County Courthouse, Junction,
Utah 84740.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of the Piute County School District have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to local
government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
The more significant accounting policies of the District are described below.


Reporting Entity - The Board of Education, comprised of five elected individuals, is the
primary governing authority for the District. The Board establishes District policies,
approves budgets, appoints a Superintendent with responsibilities for administering all
educational activities of the District , and appoints a Business Administrator with
responsibilities for fiscal matters. The Board is authorized to issue bonds, incur short-term
debt, levy property taxes, and is not dependent on any other unit of local government. As
required by GAAP, these basic financial statements present the activities of the District. The
District is not a component unit of any other primary government.

Government-wide and fund financial statements – The government-wide financial statements
(i.e., the statement of net assets and the statement of changes in net assets) display information about
the primary government (the District). These statements include the financial activities of the
overall government, except for fiduciary activities. Eliminations have been made to minimize the
double counting of internal activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange transactions.
The statement of activities presents a comparison between direct expenses and program revenues for
each function of the District’s governmental activities. Direct expenses are those that are
specifically associated with a function and, therefore, are clearly identifiable to a particular function.
Depreciation expense for capital assets that can specifically be identified with a function are
included in its direct expenses. Depreciation expense for “shared” capital assets (for example, a
school building is used primarily for instructional, school administration, operation and maintenance
of facilities, and school lunch services) are ratably included in the direct expenses of the appropriate
functions. Indirect expense allocations that have been made in the funds have been reversed for the
statement of activities. Interest on general long-term liabilities is considered an indirect expense and
is reported in the statement of activities as a separate line.
Program revenues include 1) fees and charges paid by students and other recipients of goods or
services, offered by a given function, and 2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function. Revenues that are not classified as
program revenues, including property taxes, are presented as general revenues.

18

PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY (Continued)
The fund financial statements provide information about the District’s funds, including its fiduciary
funds. Separate statements for each fund category (governmental, and fiduciary) are presented. The
emphasis of fund financial statements is on major governmental funds, each displayed in a separate
column. All remaining governmental funds are aggregated and reported as nonmajor funds.
The District reports the following major governmental funds:


The general fund is the District’s primary operating fund. It accounts for all financial
resources of the District, except those required to be accounted for in another fund.



The capital projects fund accounts for resources accumulated and payments made for the
acquisition and improvement of sites, construction and remodel of facilities, and procurement
of equipment necessary for providing educational programs for all students within the
District.



The debt service fund accounts for resources (primarily taxes) accumulated and payments
made for retirement of general obligation debt and for payment of associated interest and fees
on that debt.

The District reports the following nonmajor special revenue funds that receive revenues which are
restricted to expenditures for specified purposes:


The school food services fund accounts for preparation and service of school lunches and
breakfasts.



The non K-12 fund accounts for preschool, adult education, recreation and other non K-12
programs.



The student activity fund accounts for fees and revenues associated with student activities at
the school level.



The scholarship fund accounts for a perpetual scholarship fund.



The municipal building authority fund is a blended component unit and is used to account for
lease payments and debt payments on the lease revenue bonds.

19

PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY (Continued)
Measurement focus, basis of accounting, and financial statement presentation – The
government-wide and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of when the related cash flows take
place. Non-exchange transactions, in which the District receives value without directly giving equal
value in exchange, include property taxes, grants, and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which taxes are levied. Revenue from grants and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The District considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-end.
Property taxes and interest are considered to be susceptible to accrual. All other revenue items are
considered to be measurable and available only when the District receives cash. Expenditures
generally are recorded when the related fund liability is incurred, except for principal and interest on
general long-term debt, claims and judgments, early retirement and post-employment healthcare
benefits, and compensated absences, which are recognized as expenditures to the extent they have
matured. General 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 the terms of grant agreements, the District funds certain programs by a combination of
specific cost-reimbursement grants, categorical block grants, and general revenues. Thus, when
program expenses are incurred, there are both restricted and unrestricted net assets available to
finance the program. It is the District’s policy to first apply cost-reimbursement grant resources to
such programs, followed by categorical block grants, and then by general revenues.
Budgetary Data – Budgets are presented on the modified accrual basis of accounting for all
governmental funds. Budgets are not adopted on a District level for the student activities agency
fund. All annual appropriations lapse at fiscal year-end with the exception of those indicated as a
fund balance reserve. The following procedures are used in establishing the budgetary data reflected
in the financial statements.


During June of each year, the District superintendent submits to the Board a proposed
operating budget for the next fiscal year commencing July 1 st. This budget includes
proposed expenditures and the means of financing them. Included also is a final budget for
the current year ending June 30th.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1.

SUMMARY (Continued)


Copies of the proposed budget are made available for public inspection and review by the
District’s patrons.
If the District does not exceed the certified tax rate, a public hearing is held prior to June
22nd at which the budget is legally adopted by resolution of the Board after obtaining
taxpayer input. If the District exceeds the certified tax rate, the budget is adopted in August
when data is available to set the tax rates.



Once adopted, the budget can be amended by subsequent Board action. The Board, upon
recommendation of the superintendent can approve reductions in appropriations, but
increases in appropriations by fund require a public hearing prior to amending the budget. In
accordance with Utah state law, interim adjustments may be made by administrative transfer
of money from one appropriation to another within any given fund.



Certain interim adjustments in estimated revenue and expenditures during the year ended
June 30, 2011, have been included in the final budget approved by the Board, as presented in
the financial statements. Budgets were amended at year end.



Expenditures may not legally exceed budgeted appropriations at the fund level.

Encumbrance accounting is employed in the governmental funds and the internal service fund.
Encumbrances (e.g., purchase orders and contracts) outstanding at year end are reported as
reservations of fund balances and do not constitute expenditures or liabilities because the
commitments will be re-appropriated and honored during the subsequent year.
Negative variances in total revenues and the positive variances in total expenditures are largely a
result of federal and state program revenues and related expenditures that do not have a direct impact
on the undesignated fund balance. Budgets generally assume the expenditure of all available
resources. Therefore, when the budget is prepared, it is assumed these funds will not have a
carryover of revenue to a subsequent year. Program revenue received but not spent is restricted and
deferred to the subsequent fiscal year. As a result, overall fund revenue variances will be negative,
and overall fund expenditure variances will be positive.
Deposits and Investments – The cash balances of substantially all funds are pooled and invested by
the District for the purpose of increasing earnings through investment activities and providing
efficient management of temporary investments. The pool’s investments are reported at fair value at
year-end. Changes in the fair value of investments are recorded as investment earnings. Earnings on
pooled funds are apportioned and paid or credited to the funds based on the average balance of each
participating fund.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY (Continued)
Cash and Cash Equivalents – The District considers cash and cash equivalents in proprietary funds
to be cash on hand, demand deposits, and short-term investments with original maturities of three
months or less from the date of acquisition, including investments in the Public Treasurers’
Investment Fund (PTIF).
Interfund Receivables and Payables – Activity between funds that are representative of
lending/borrowing arrangements outstanding at year-end are referred to as either “due to/from other
funds” (i.e., current portion of interfund loans) or “advances from/to other funds” (i.e., the
noncurrent portion of interfund loans).
Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available resource.
Inventories – Inventories are valued at cost or, if donated, at fair value when received, using the
moving average method. The consumption method of accounting is applied to the inventories of all
funds.
Inventories of donated United States Department of Agriculture (USDA) commodities on hand at
year-end are reported on the balance sheet at fair market value on the date received as inventory.
Commodities used during the year are reported as revenues and expenditures on the operating
statement.
Capital Assets – Capital assets, which include land, water stock, buildings and improvements, and
furniture and equipment, are reported in the government-wide financial statements. The District
defines capital assets as assets with an initial, individual cost of more than $5,000 for land, furniture
and equipment and $100,000 for buildings and improvements and an estimated useful life in excess
of two years. Purchased or constructed capital assets are reported at cost or estimated historical cost.
Donated capital assets are recorded at estimated fair value at the date of donation. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially extended asset
lives are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during construction is not capitalized.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1.

SUMMARY (Continued)

Buildings and improvements and furniture and equipment of the District are depreciated using the
straight-line method over the following estimated useful lives:
Assets
Buildings
Building Improvements
Furniture
Portable Classrooms
Machinery and Tools
Buses
Laboratory Equipment
Musical Instruments
Licensed Vehicles
Computers

Years
50
20
15
15
15
15
10
10
10
5

Compensated Absences – Under terms of association agreements, twelve-month or full-year
employees earn vacation and sick leave in amounts varying with tenure and classification. In the
event of termination or death, an employee is reimbursed for accumulated sick days to a maximum
of 120 days at $60 per day. No reimbursement or accrual is made for unused vacation leave.
All sick pay plus related payroll taxes are accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in the governmental funds if they have matured,
for example, as a result of employee resignations and retirements.
Long-term Obligations – In the government-wide financial statements financial statements, longterm debt and other long-term obligations are reported as liabilities in the applicable statement of net
assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the straight-line method, which approximates the effective interest method.
Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.
In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY (Continued)
Fund Equity – Beginning with fiscal year 2011, the District implemented GASB Statement 54, Fund
Balance Reporting in Governmental Fund Types Definitions. The governmental fund financial
statements present fund balances based on a hierarchy that shows, from highest to lowest, the level or
form of constraints on fund balance resources and the extent to which the district is bound to honor
them. The District first determines and reports nonspendable balances, then restricted, then committed,
and so forth. The District's governmental funds beginning balances have been restated to reflect the
below classifications. Fund balance classifications are summarized as follows:
• Nonspendable. This category includes fund balance amounts that cannot be spent
because they are either a) not in spendable form or b) legally or contractually required to
be maintained intact. Fund balance amounts related to inventories, prepaid expenditures,
and endowments are classified as nonspendable.
• Restricted. This category includes net fund resources that are subject to external
constraints that have been placed on the use of the resources either a) imposed by
creditors (such as through a debt covenant), grantors, contributors, or laws or regulations
of other governments or b) imposed by law through constitutional provisions or enabling
legislation. Restricted fund balance amounts include the following:
a)
Unspent tax revenues for specific purposes (capital projects, debt service, student
transportation, K-3 reading program, and community recreation).
b)
Remaining fund balances in the School Lunch Fund.
•

Committed. This category includes amounts that can only be used for specific purposes
established by formal action of the District's Board of Education. Fund balance
commitments can only be removed or changed by the same type of action (for example,
resolution) of the Board of Education. This classification also includes contractual
obligations to the extent that existing resources have been specifically committed for use in
satisfying those contractual requirements. The Board of Education has approved to commit
fund balance amounts for the following purposes:
a) As defined in Utah law as an "undistributed reserve," the District maintains for
economic stabilization up to five percent of General Fund budgeted expenditures.
Potential state budget cuts, disasters, immediate capital needs, and other significant
events are circumstances or conditions that signal the need for stabilization.
Additionally, the commitment is necessary to maintain liquidity (i.e. reducing any
disparity between when financial resources are available to make payments and the
maturity of related liabilities). Also defined by state law, the commitment is not to be
used "in the negotiation or settlement of contract salaries for school district
employees."
b) Resources held by schools in the other governmental funds.
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

1.

SUMMARY (Continued)
c) Employee obligations related to the phase out of early retirement stipends.
•

Assigned. This category includes General Fund balance amounts that the District intends to
be used for a specific purpose but are neither restricted nor committed. This intent is
expressed by written approval of the District's administration comprised of
superintendent, assistant superintendents, and business administrator. This category also
includes the remaining positive fund balance for other governmental funds. The District
has assigned General Fund resources that are to be used for textbooks, supplies, and other
unrestricted school programs.

•

Unassigned. Residual balances in the General Fund are classified as unassigned.

When both restricted and unrestricted resources are available for use, it is the District's policy to
use committed resources first, followed by assigned resources, then unassigned resources as they
are needed.
Comparative Data and Reclassifications – Comparative data for the prior year has been presented
in certain sections of the accompanying financial statements in order to provide an understanding of
changes in the District’s financial position and operations. Also, certain amounts presented in the
prior year data have been reclassified in order to be consistent with current year’s presentation.
Use of Estimates - Presenting financial statements in conformity with Generally Accepted
Accounting Principles requires management to make certain estimates concerning assets, liabilities,
revenues and expenses. Actual results may vary from these estimates.

2. DEPOSITS AND INVESTMENTS
A.

Deposits

Deposits – Custodial Credit Risk – Custodial credit risk is the risk that in the event of a bank
failure, the District’s deposits may not be returned to it. The district follows the requirements of
the Utah Money Management Act (Section 51, chapter 7 of the Utah Code) in handling its
depository and investing transactions. The District considers the actions of the Council to be
necessary and sufficient for adequate protection of its uninsured bank deposits. District funds
are deposited in qualified depositories as defined by the Act. The District does not have a
deposit policy for custodial credit risk. As of June 30, 2011, the District’s custodial credit risk
for deposits were as follows:
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PIUTE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

2. DEPOSITS AND INVESTMENTS (Continued)

Depository Account

Custodial Credit Risk

Regular Checking Account
Regular Checking Account

Insured
Uninsured and collateralized

Balance
June 30, 2011
$

250,300
1,457,477
$1,707,777

B. Investments
The District’s investments are managed through participation in the state Public Treasurer’s
Investment Fund and through a repurchase agreement arrangement with a local bank. As of June 30,
2011, the District had the following investments:
Investment

Maturities

Fair Value

Utah Public Treasurers’ Investment Fund

Less than one year

$1,197,813

Investments – Interest Rate Risk – The District does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates. However, interest rate risk is managed by compliance to the Utah Money
Management Act which provides guidance for handling depository and investing transactions in
order to minimize interest rate risk.
Investments – Credit Risk – The District follows the requirements of the Utah Money Management
Act (Section 51, chapter 7 of the Utah Code) in handling its depository and investing transactions.
District funds are deposited in qualified depositories as defined by the Act. The Act also authorizes
the District to invest in the Utah Public Treasurers’ Investment Fund (PTIF), certificates of deposit,
U.S. Treasury obligations, U.S. agency issues, high-trade commercial paper, bankers’ acceptances,
repurchase agreements, corporate bonds, restricted mutual funds, and obligations of governmental
entities within the State of Utah. The PTIF is invested in accordance with the Act. The State Money
Management Council provides regulatory oversight for the PTIF. The degree of risk of the PTIF
depends upon the underlying portfolio. The Act and Council rules govern the financial reporting
requirements of qualified depositories in which public funds may be deposited and prescribe the
conditions under which the designation of a depository shall remain in effect. If a qualified
depository should become ineligible to hold public funds, public treasurers are notified immediately.
The District considers the actions of the Council to be necessary and sufficient for adequate
protection of its investments. The District has no investment policy that would further limit its
investment choices.
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2. DEPOSITS AND INVESTMENTS (Continued)
Investments – Custodial Credit Risk – For an investment, custodial credit risk is the risk that, in the
event of the failure of the counterparty, the District will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party.
3. PROPERTY TAXES
The property tax revenue of the District is collected and distributed by the Piute County treasurer as
an agent of the District. Utah statutes establish the process by which taxes are levied and collected.
The county assessor is required to assess real property as of January 1 and complete the tax rolls by
May 15. By July 21, the county auditor is to mail assessed value and tax notices to property owners.
A taxpayer may then petition the County Board of Equalization between August 1 and August 15 for
a revision of the assessed value. The county auditor makes approved changes in assessed value by
November 1 and on this same date the county auditor is to deliver the completed assessment rolls to
the county treasurer. Tax notices are mailed with a due date of November 30. Delinquent taxes are
subject to a 2% penalty, with a $10 minimum penalty. If delinquent taxes and penalties are not paid
by January 15 of the following year, these delinquent taxes, including penalties, are subject to an
interest charge at an annual rate equal to the federal discount rate plus 6%. The interest rate period is
from January 1 until the date paid.
Beginning January 1, 1992, an annual uniform fee based on the value of motor vehicles was levied
in lieu of an ad valorem tax on motor vehicles. This uniform fee was 1.5% of the fair market value
statewide value of the property, as established by the State Tax Commission. Effective January 1,
1999, legislation required motor vehicles be subject to an “age-based” fee that is due each time a
vehicle is registered. The age-based fee is for passenger type vehicles and ranges from $10 to $150
based on the age of the vehicle. The revenues collected in each county from motor vehicle fees is
distributed by the county to each taxing entity in which the property is located in the same
proportion in which revenue collected from ad valorem real property tax is distributed. The District
recognizes motor vehicle fees as property tax revenue when the County collects it.
As of June 30, 2011, property taxes receivable by the District includes uncollected taxes assessed as
of January 1, 2011 or earlier. It is expected that all assessed taxes (including delinquencies plus
accrued interest and penalties) will be collected within a five-year period, after which time the
county treasurer may force sale of property to collect the delinquent portion.
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4. CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2011 was as follows:
Beginning
Balance
Governmental activities:
Capital assets, not being depreciated
Land
Construction in progress

$

125,000
695,797

Total capital assets, not being depreciated
Capital assets, being depreciated:
Buildings and improvements
Furniture and equipment
Total capital assets, being depreciated
Accumulated depreciation for:
Buildings and improvements
Furniture and equipment
Total accumulated depreciation
Total capital assets, being depreciated, net
Governmental activities capital assets, net

$

Increases

$

4,660,024

Ending
Balance

Decreases

$

-

$

125,000
5,355,821

820,797

4,660,024

-

5,480,821

3,744,948
1,946,593

38,924

-

3,744,948
1,985,517

5,691,541

38,924

-

5,730,465

(1,775,158)
(1,281,079)

(81,295)
(98,226)

-

(1,856,453)
(1,379,305)

(3,056,237)

(179,521)

-

(3,235,758)

2,635,304

(140,597)

-

2,494,707

-

$ 7,975,528

3,456,101

$ 4,519,427

Depreciation expense was charged to functions of the District as follows:
Governmental activities:
Instructional services
Supporting services:
District administration
School administration
Central
Operation and maintenance of facilities
Transportation
School lunch services

$

93,922
13,650
2,990
650
31,806
33,431
3,072

Total depreciation expense, governmental activities

$
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5. RETIREMENT PLANS
Defined Benefit Plans - The District contributes to the State and School Contributory Retirement
System and State and School Noncontributory Retirement System (Systems), which are cost-sharing
multiple-employer defined benefit pension plans administered by the Utah Retirement Systems
(URS). URS provides refunds, retirement benefits, annual cost of living adjustments and death
benefits to plan members and beneficiaries in accordance with retirement statutes.
The Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1953, as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State
Retirement Board (Board) whose members are appointed by the Governor. The Systems issue a
publicly available financial report that includes financial statements and required supplementary
information for the Systems. A copy of the report may be obtained by writing to the Utah
Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102 or by calling 1-800-365-8772.
Plan members in the State and School Contributory Retirement System are required to contribute 5%
of their annual covered salary (all or part may be paid by the employer for the employee) and Piute
County School District is required to contribute 11.83% of their member’s annual covered salary.
In the State and School Noncontributory Retirement System the Piute County School District is
required to contribute 16.32% of the member’s annual covered salary. The contribution rates are the
actuarial determined rates. The contribution requirements of the Systems are authorized by statute
and specified by the Board.
The District’s contributions to the State and School Contributory Retirement System for the years
ending June 30 2011, 2010, and 2009 were $616, $609, and $550 respectively. The Noncontributory
Retirement System contributions for June 30, 2011, 2010, and 2009 were $321,486, $285,860, and
$257, 292 respectively. The contributions were equal to the required contributions for each year.
Defined Contribution Plan – The District participates in a defined contribution plan under Internal
Revenue Code Section 401(k) to supplement retirement benefits accrued by participants in the
Systems. Employees covered by the State and School Noncontributory Retirement System have a
contribution of 1.5% of covered salaries automatically made by the District. Employees
participating in the Systems can make additional contributions to the 401(k) plan up to specified
limits. Contributions and earnings may be withdrawn by the employee upon termination or may be
used as supplemental income upon retirement. The employer 401(k) contributions for the years
ended June 30, 2011, 2010, and 2009 were $27,628, $27,580, and $24,705 respectively; the
employee contributions for the years ending June 30, 2011, 2010, and 2009 were $48,052, $46,768,
and $43,693 respectively. The 401(k) plan funds are fully vested to the participants at the time of
deposit. Plan assets are administered and held by URS.
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5.

RETIREMENT PLANS (Continued)

Separation Payments Plan OPEB – The District has a separation payments plan for all eligible
employees who retire after meeting certain criteria. To be eligible for the plan employees must
meet certain requirements as set forth in the plan as follows:
In order to qualify for Retirement Benefits under this policy, eligible employees of Piute County
School District must have, by June 30th of the year in which retirement they are under is elected,
have accumulated sufficient years of service under the Utah State Retirement System rules to
qualify for full retirement benefits under the Utah State Retirement System. (Full retirement is
interpreted to mean Retirement with the Utah State Retirement System without retirement benefit
reduction). Eligibility is restricted to all full-time employees (at least 35 hours per week) with ten
(10) or more years of service in the district.
Benefits under the plan are as follows:
The Board shall contribute $5,000 per year on a monthly basis for health insurance for three
consecutive years (including the birthday month), whichever comes first. After that period. The
employee may be entitled to rights under COBRA but must make arrangements for and pay the
total costs for any further insurance coverage. The employee may arrange with the district to
place all or any part of these of these funds into a 401k at retirement. If an employee qualifies for
Medicare a cash payment will be provided on the same ratio as the $5000 is to the couple
coverage.
As an example, if couple coverage costs $6,500 and a Medicare supplement costs $2,300 the
following calculations will be made to determine the proportion of the Medicare supplement the
district will pay. Since $5,000 is 77%, the District will pay 77% of the $2,300 or $1,771
Projections of the payments under this plan for financial reporting purposes are based on a
substantive agreement between the District and it eligible employees. The actuarial
methods and assumptions used included techniques that are designed to reduce short-term
volatility in the actuarial accrued liability, consistent with the long-term perspective of the
calculations. In July 1, 2006 actuarial valuation, the projected unit credit using the full accrual at
full eligibility age was used. An interest rate assumption of 4% was used along with
demographic and other assumptions including mortality rates, public education retirement rates,
the District’s salary schedule, an inflationary factor, and employee termination rates by age,
gender, and years of service.
The plan does not issue a separately prepared report. Funding for the plan is from ongoing
operations and a separate funding plan is not in place.
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6. RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The District has joined
with other public entities in a common risk management and insurance program operated by the
State of Utah Division of Risk Management. The District pays premiums to this risk pool, the Utah
State Risk Management Fund, for its general insurance coverage. The pool is self-sustaining
through member premiums and reinsures through commercial companies for claims in excess of
specified amounts for certain types of risks. The District is subject to a minimal deductible for
claims of the risk pool. The District has purchased commercial insurance for other risks of loss
including employee health and accident insurance. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

7.

LONG-TERM DEBT

Long-term liability activity for the year ended June 30, 2011 was as follows:
Beginning
Balance
Governmental activities:
Bonds payable:
General obligation
Lease revenue bonds
Total bonds payable, net
Obligations under capital leases
Accrued vacation or sick pay
Post employment benefits
Total governmental activity
long-term liabilities

$ 4,435,000
1,065,000
5,500,000

Additions

Reductions

$

$

104,589
146,490
39,009
$ 5,790,088

1,380
9,667

$

11,047

$

-

Ending
Balance

$4,435,000
1,065,000
5,500,000

(34,231)
-

70,358
147,870
48,676

(34,231)

$5,766,904

Due Within
One Year

$

16,580
-

$

16,580

Payments on the general obligation bonds are made by the debt service fund from property taxes and
earnings on investments. Lease revenue bonds are paid from a tax levy in the capital projects fund.
The obligations under capital leases are paid by the capital projects fund or general fund depending
on the lease type. Vacation, sick leave, and early retirement benefits will be paid by the fund in
which the employee worked.
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7. LONG-TERM DEBT (Continued)
General Obligation Bonds – During 2010 the District issued General Obligation QSCB School
Building bonds in the amount of $4,435,000. The proceeds are to be used for the remodel and
construction of Piute High School located in Junction, Utah. The bonds will mature in on April 15,
2027. However, the District is required to make annual deposits to a sinking fund account to be held
by the paying agent. These bonds carry an annual interest rate of 5.71%. The District is required to
make annual interest payments on the outstanding bonds however, it is anticipated that annually the
District will receive a subsidy from the Federal government to cover the interest payment. The
required debts service schedule is as follows:

Ending June 30

Totals

Total
Payment
Required for

Subsidy (1)

Sinking Fund (2)

Debt Service (2)

$4,435,000
Series 2010

Fiscal Year

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027

Federal
Interest

Estimated
Annual
Contributions to

Principal
$

Interest

4,435,000

$ 253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239
253,239

$

(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)
(253,239)

$

260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882

$

260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882
260,882

$ 4,435,000

$ 4,051,824

$ (4,051,824)

$

4,174,112

$

4,174,112

(1) Assumes all interest due will be paid from the federal interest rate subsidy.
(2) The District will contribute $260,882 annually to a sinking fund account.
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7. LONG-TERM DEBT (Continued)
MBA Lease Revenue Bonds – During 2010 the Municipal Building Authority of the District issued
$1,065,000 QSCB School Building Lease Revenue Bonds. The proceeds of these bonds are to be
used in connection with the remodel and construction of Piute High School located in Junction,
Utah. The bonds will mature in on April 15, 2027. However, the District is required to make annual
deposits to a sinking fund account to be held by the paying agent. These bonds carry an annual
interest rate of 7.89%. The District is require to make annual interest payments on the outstanding
bonds however, it is anticipated that annually the District will receive a subsidy from the Federal
government to cover the interest payments up to 5.80%. The required debts service schedule is as
follows:

Fiscal Year
Ending June 30
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
Totals

Federal
Interest

Estimated
Annual
Contributions to

Total
Payment
Required for

Subsidy (1)

Sinking Fund (2)

Debt Service (2)

$1,065,000
Series 2010
Principal
$

1,065,000

$ 1,065,000

Interest
$

84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029
84,029

$ 1,344,464

$

(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)
(61,770)

$

62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,647
62,648

$

84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,906
84,907

$ (988,320)

$

1,002,353

$

1,358,497

(1) Assumes interest due will be paid from the federal interest rate subsidy upto 5.8%.
(2) The District will contribute $62,647 annually to a sinking fund account.
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7. LONG-TERM DEBT (Continued)
Obligations Under Capital Lease – The District obtained equipment and buses under capital lease
arrangements. Annual payments are funded either through the capital projects fund or from
transportation. The future minimum lease payments are as follows:

2012
2013
2014
2015

Principal
$ 16,580
17,246
17,952
18,580
$ 70,358

Interest
$ 2,191
1,486
758
0
$ 4,435

Total
$ 18,771
18,732
18,710
18,580
$74,793

8. COMMITTED FOR UNDISTRIBUTED RESERVE
Utah State law allows for the establishment of an undistributed reserve. The Board of Education
must authorize expenditures from the undistributed reserve. This reserve is for contingencies.
According to State law, the District may not use undistributed reserves in the negotiation or
settlement of contract salaries for District employees. The undistributed reserve may not exceed 5%
of the current fiscal year’s total general fund budgeted revenues. Use of the reserve requires a
written resolution adopted by a majority vote of the Board filed with Utah State Board of Education
and State Auditor.

9. GRANTS
The District receives significant financial assistance from Federal and State governmental agencies
in the form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and is subject to audit by the
District’s independent auditors and other governmental auditors. Any disallowed claims resulting
from such audits could become a liability of the general fund or other applicable fund. Based on
prior experience, District administration believes such disallowance, if any, would be immaterial.
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10. EXCESS OF EXPENDITURES OVER APPROPRIATIONS
Utah law requires that actual expenditures shall not exceed budgeted appropriations for any fund.
Actual expenditures exceeded appropriations in:
Municipal Building Authority
Capital Projects Fund
School Lunch Fund

$ 79,363
147,318
4,854

11. INTER FUND RECEIVABLES, PAYABLES, AND TRANSFERS
At year end the District had an inter fund loan in the amount of $6,928 between the Non K-12 Fund
and the School Lunch Fund. This inter fund loan has been eliminated at the government-wide level.
The following fund transfers occurred during the year:
Transfer
Out

Fund
General Fund
Food Service Fund
Capital Projects Fund
Municipal Building Fund
Total Fund Transfers

Transfer
In

$

24,000
79,907
$ 103,907

$

$

24,000
79,907
103,907

The above transfers were made in the general course of annual operations.
Governmental funds report revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not yet earned.
At the end of the fiscal year the various components of deferred revenue and unearned revenue
reported in the governmental funds consisted of the following:
Type
Unavailable
Unearned
Property Tax Receivable - General Fund
$
$ 219,805
Property Tax Receivable - Debt Service Fund
240,000
Property Tax Receivable - Capital Projects Fund
107,693
Deferred rev. from other govts - Non K-12 Fund
24,496
Total deferred/unearned revenue for govtl funds

$
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$

591,994

