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Emery County School District

120 North Main « Box 120 * Huntington, Utah 84528
(435) 687-9846 Fax (435) 687-9849

mozzowol

BOARD MEMBERS

Laurel Johansen,
President

Royd Hatt,
Vice President

October 1, 2012

To the Members of the Emery County School District Board of Education and the Citizens
of Emery County:

We are pleased to present Emery County School District’s Comprehensive Annual Financial
Report (CAFR) for the fiscal year ended June 30, 2012. This report is published to provide
citizens, entities and other interested parties with both financial and non-financial
information. This report is also intended to support the District’s mission of providing a
comprehensive education that will prepare students to take a proactive and responsible
role in an ever-changing world.

Marie Johnson
Samuel Singleton
Nanette Tanner Utah law requires that Emery County School District (the District) publish within five
ADMINISTRATION months of the close of each fiscal year a complete set of financial statements. These
statements are to be presented in conformity with generally accepted accounting
Kirk L. Sitterud,

Superintendent

principles (GAAP) in the United States of America, and are audited by a licensed firm of
certified public accountants in accordance with auditing standards generally accepted in

Iﬂ;’d Black, the United States of America and the standards applicable to financial audits contained in
ISINess P » o

A,,,,:,,,'i_::,.n,(,, Government Auditing Standards, issued by the Comptroller of the United States.
"’gf::h‘”ﬁ:)’," GAAP requires that management provide a narrative introduction, overview, and analysis

Student Services

Gwen Callahan,
Supervisor of
Secondary Education

Jed Jensen,
Supervisor of
Elementary Education

to accompany the basic financial statements in the form of management’s discussion and
analysis (MD&A). This letter of transmittal is designed to complement the MD&A and
should be read in connection with it. The District’s MD&A can be found immediately
following the report of the independent auditors in the Financial Section.

INTERNAL CONTROLS

](",l;::{h\,’,{.':;;’"' Management assumes full responsibility for the completeness and reliability of all

School Nutrition information presented in this report. To provide a reasonable basis for making these

e representations, management of the District has established a framework of internal
Supervisor of controls to protect the District’s assets from loss, theft, or misuse and to compile
Hanpetmton sufficiently reliable information for the preparation of the District’s financial statements in
Kerry Lake, conformity with GAAP.

Supervisor of

Buildings and Grounds

The cost of internal controls should not outweigh their benefits, and consequently, the
District’s internal controls have been designed to provide reasonable, rather than
absolute, assurance that the financial statements will be free from material misstatement.
As management, we assert that, to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects.
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INDEPENDENT AUDIT

Kimball and Roberts PC, a firm of licensed certified public accountants, has audited the District’s
financial statements. The goal of the independent audit is to provide reasonable assurance that the
financial statements of the District for the year ended June 30, 2012, are free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, evaluating the accounting principles used and significant
estimates made by management, and assessing the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering
an unqualified (“clean”} opinion that the District’s financial statements for the year ended June 30,
2012, are fairly presented in conformity with GAAP. The independent auditor’s repoert can be found as
the first component of the Financial Section of this CAFR.

The independent audit of the financial statements of the District was part of a broader, federally
mandated “Single Audit” designed to meet the special needs of Federal grantor agencies. The standards
governing Single Audit engagements require the independent auditor to report not only on the fair
presentation of the financial statements, but also on the audited government’s internal controls and
compliance with legal requirements, with special emphasis on internal controls and legal requirements
invelving the administration of Federal awards. Government Auditing Standards, issued by the
Comptroller General of the United States and the provisions of the Office of Management and Budget
Circufar A-133, Audits of States and Local Governments and Non-Profit Organizations, are the
authoritative standards governing Single Audit engagements. These reports are available in the
compliance section of this report.

DISTRICT PROFILE

The Emery County School District was officially organized in 1915. The District is now one of 41 public
school districts in Utah. Student enrollment for the 2011-12 school year was 2,318. The purpose of the
District is to provide public education for those who reside within the boundaries of Emery County,
located in central-eastern Utah. To accomplish this purpose, as of September 2012, the District services

one 10-12 high school, one 7-12 high school, two 7-9 junior high schools, and six K-6 elementary schools.

In addition, the District offers several educational alternatives cutside the traditional schocl setting.
These alternatives include preschool training at five elementary schools, an adult education pregram, a
comprehensive career and technical education program and concurrent enrollment classes where
students simultaneously earn high school and college credits. Other offerings include advanced
placement, special education, music, and many other programs in a variety of curriculum areas.

Emery County School District is a legally separate entity enjoying all rights and privileges accorded
political subdivisions in the State of Utah. The District is fiscally independent. Policy making and
legislative authority are vested in the Board of Education, which in accordance with Utah Code 20A-14-
202-1a, is comprised of five members. The Board of Education represents the Emery County citizenry
and is elected from precincts which have been independently determined by Emery County. A map of
the precinct boundaries is included in the Introductory Section of the report, on page 11. The Board of
Education is elected locally on a non-partisan basis. Board members serve four-year terms on a
staggered basis.
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The Board of Education is responsible, among other things, for developing pelicy, adopting the annual
budget, levying property taxes, incurring bonded debt, and appointing both the superintendent and
business administrator. The superintendent and business administrator are responsible for carrying out
the policies of the Board of Education and overseeing the day-to-day operations of the District.

The District has just over 300 employees working in a variety of professions, including:

» 135 Teachers / Counselors / Specialists = 70 Educational Assistants

= 23 Custodians = 20 Child Nutrition Workers

* 18 Bus Drivers = 15 Secretaries

= 11 Principals = & Maintenance Workers

* 8 Administrators / Supervisors = 4 Technology Specialists

= 2 Accounting Specialists = 1 Mechanic
ECONOMIC INDICATORS

State Economy: The Utah Governor’s Office of Planning and Budget has recently reported the following
informaticn; Utah has fared better than the nation coming out of the recession and is leading the U.S.
as the recovery continues to strengthen. Overall employment grew 2.3% in 2011, cutpacing the
national growth rate of 0.9%. The unemployment rate remained steady at 7.6% in 2011, compared to
7.4% in 2010. The State continues to significantly outperform the nation as the U.S. unemployment rate
at the end of 2011 was 8.5%. The economic outlook calls for accelerated growth through 2012 with
employment expected to increase by 2.7%.

The 2010 census data show Utah’s populaticn at 2,763,885, an increase of 23.8% from the 2000
census—ranking Utah third among states in growth. Utah’s population is projected to reach 3.3 millicn
in 2020, 3.9 million in 2030, 4.5 million in 2040, 5.2 million in 2050, and 5.8 million in 2060.

Personal income in Utah reached $94.9 billion for 2011, a 5.3% increase from 2010. National statistics
for the same period are slightly lower than those of Utah, showing a 5.0% increase.

Cn October 1, 2011, there were an estimated 587,745 students in Utah's public education system; an
increase of 11,410 students, or 1.98%, over October 1, 2010. It is noteworthy that these additional
students have been integrated into the Utah public school system with little to no real growth funding.
These students are becoming increasingly diverse, and score respectably with their national peers.

Local Economy: Because of unique local factors, the economy in Emery County does not always parallel
that of the State of Utah. Employment in Emery County revolves heavily around the energy and
agricultural industries. Employment in farming, mining and energy production is a key component of
the local economy.

Emery County had an estimated population of 10,997 at the end of 2011. The 2010 census population
was 10,976. Population in the county has remained relatively flat over the last few years, with the
population in the 2000 census being 10,860, a difference of only 116 from the 2010 census. Prior to
2001, historical numbers readily demonstrate an ebb and flow of population in the County, based on the
availability of mining and energy employment. Population reached an all-time high of 12,700 in 1882
and 1983. Net migration is typically in the negative.
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Emery County generally has a slightly higher rate of unemployment than the State of Utah average. For
example, the latest data show that in August of 2012, the County saw an unemployment rate of 7.5%,
1.9% higher than the State rate of 5.6%. Significant job losses were sustained in the mining industry for
the third straight year and jobs in other employment categories remained steady. County
unemployment continues to trend below the national average. Histerically, unemployment in the
County peaked at 9.6% in January of 2003, and as recently as January of 2007, was at 3.2%.

Emery School District experienced consistent and significant declining enrollment between 1993 and
2009. However, in the last three years, enrollment has increased by about 100 students. Based on hirth
rate numbers and the current sizes of classes in the District, it is anticipated that over the next five
years, enrollment numbers will continue to show a slow and steady increase.

REVENUES

The District is dependent upon State aid, providing 39.5% of government-wide revenues and 45.8% of
the general fund revenues. Four years prior, in 2008, State aid provided 50.3% of government-wide
revenues and 60.9% of general fund revenues. Overall, government-wide State aid to the District
increased from 2011 to 2012 by $1,078,533, representing the first increase in State aid in four years.
In the current year, the District received 19.2% less in State revenues than in 2008.

The State’s fiscal year 2011 school finance program is designed to provide every Utah scheol district
with a basic operation program of $2,816 per weighted pupil unit (WPU). This amount increased from
$2,577 in 2010 and 2009. The Utah State Uniform School Fund was constitutionally established in 1938
and is used to allocate funding for statewide public education programs. Since 1947, all Utah taxes
based on income have been required to be used for public education. In 1996, voters in Utah approved
a change providing that these revenues could also be used for higher education. Additionally, a
statewide property tax rate is levied to finance the Uniform School Fund and is applied against the
taxable value of real and personal property.

Locally generated property taxes comprised 46.5% of government-wide revenues and 44.9% of general
fund revenues. Local taxable property values continue to rise—5.4% higher than last year. Local tax
revenues have increased by 52,224,420 in the last four fiscal years, primarily due to significant increases
in the State Basic Levy, over which the District has no control. In 2008, the District did increase its voted
leeway to a maximum of 0.001600, which also accounts for some of the increase in local revenues.

Federal funding accounted for 8.9% of government-wide revenues and 7.2% of general fund revenues.
These Federal percentages are up from 6.6% and 5.5% respectively four years ago, due mostly to one
time funding made available through the Edujobs program.

BUDGETARY CONTROL

The District adepts an annual budget for revenues and expenditures. This budget serves as the financial
operating plan for the entire fiscal year. Revisions may be implemented during the year. Said revisions
are approved by the Board only after receiving citizen input through a public hearing. All annual
appropriations lapse at fiscal year-end with the exception of those indicated as a fund balance reserve.
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Each June, the District Superintendent submits to the Board a proposed operating budget for the next
fiscal year, commencing July 1. This budget includes proposed expenditures and the means of
financing them. Alsg included is a final budget for the current fiscal year ending June 30™.

On or before June 22™ of each year, the Board of Education legally adepts, by resoluticn, its budget for
the next fiscal year, after receiving taxpayer input. If the District exceeds the certified tax rate, a revised
budget is adopted in August through the truth-in-taxation process.

In developing its budget, the District strives to estimate revenues and expenditures as accurately as
possible. The level by which expenditures may not exceed appropriations has been interpreted by the
State Superintendent of Public Instruction to be the total budgeted revenue of a given fund.

MAJOR INITIATIVES / CAPITAL PROJECTS

Federal Edujobs funding was used to hire additional licensed and classified staff on a temporary basis.
This funding can be used to maintain these positions until September 30, 2012.

Buildings owned by the District are generally older, with most school buildings having been constructed
between 1962 and 1981. Renovations and upgrades occur annually as needed, and the District strives
to maintain its buildings at a high level. Consequently, although the buildings are older, they are
generally in excellent condition. A capital budget approval process is used for major projects. District
administration reviews annual requests for capital projects, and approves those which are most urgent.
Projects requiring expenditures of more than $10,000 are also approved by the Board of Education.

The last major building construction project was the completion of a new gymnasium at Green River
High School in June of 2007. In December 2011, the District entered into a contract with VCBO
Architecture to perform a comprehensive facilities assessment. This assessment was still in process at
the end of the 2011-12 fiscal year. Over the next two years, the District will use this assessment to
develop a strategic master plan for facilities.

LONG TERM FINANCIAL PLANNING

The District has been successful in planning for and implementing significant budget decreases, which
have occurred over the past four years. We do not expect revenues to increase significantly in the near
future and subsequently continue to be conservative in all budgeting processes and inasmuch as
possible, to not use one-time funding sources for ongoing expenditures.

The District has formed a building committee, made up of representatives from schools throughout the
District as well as a community expert in architecture and engineering. The committee may be
expanded as needed to include public representatives from communities served by the District. It will
be the responsibility of this committee to review current buildings, future student projections, and to
make recommendations to the Board of Education regarding future building needs and possible
rencvations to existing buildings along with possible bonding requirements.
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SIGNIFICANT FINANCIAL POLICIES

The District maintains the following financial goals: a) to provide the best student education possible
with the resources available, b) to maintain at least one month of operating expense in all fund
balances, c) to identify revenue sources for all new supplemental programs prior to implementation,
and d) to adequately fund and maintain basic programs.

AWARDS & ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to Emery County School District for its Comprehensive Annual Financial
Report for the fiscal year ended June 30, 2011. To be awarded a Certificate of Achievement, an entity
must publish an easily readable and efficiently organized comprehensive annual financial report. This
report must satisfy both generally accepted accounting principles and applicable legal requirements. A
Certificate of Achievement is valid for a period of one year only. This was the fourth year that the
government has achieved this prestigious award. We believe that our current report continues to meet
the Certificate of Achievement program’s requirements and we are submitting it to GFOA.

The District also received the Association of School Business Officials International's (ASBO) Certificate
of Excellence in Financial Reporting for the year ended June 30, 2011. This award certifies that the
report substantially conforms to the principles and standards of financial reporting as recommended
and adopted by ASBO. The award is granted only after an intensive review of financial reports by an
expert panel of certified public accountants and practicing school business officials and is also valid for a
period of one year. This was the fourth year the District has received this prestigious award. We believe
that this current report continues to meet the Certificate of Excellence program’s requirements and we
are submitting it to ASBO.

We wish to acknowledge principals, secretaries, and many other employees of the departments and
schools in the District who play a critical role in the management, accurate processing, and timely
closing of the District’s financial records. Their expertise and professionalism is greatly appreciated.

We would also like to express appreciation to all individuals who assisted in the preparation of this
report. Special appreciation is given to Jackie Allred, Accounting Specialist, who is the major contributor
in preparation of this report. We would also like to thank the members of the Board of Education for
their interest and support in conducting the financial affairs of the District in a responsible and
progressive manner.

Respectfully submitted,

gt ottt

Kirk L. Sitterud, Superintendent of Schools

5 T B

J. Jared Black, Business Administrator
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Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Emery County School District
Utah

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2011

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

President

Gty # -

Executive Director
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