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INDEPENDENT AUDITOR’S REPORT

To the Board of Education
Gladstone Area Schools
Gladstone, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Gladstone Area Schools, as of and for the year
ended June 30, 2017, and the related potes to the financial statements, which collectively comprise the
School’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financjal statements that are free from material misstatement, whether due to fraud or
erTOor.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial staternents based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonabJe assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s intemal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtatned is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Gladstone Area Schools, as of June 30, 2017, and the respective
changes in financial position, for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

1

901 LUDINGTON STREET ESCANABA, MICHIGAN 49829 (906 )786-3111 FAX (906) 786-8940



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information and the required pension disclosures as
listed on the table of contents be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the Umted States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Gladstone Area School’s basic financial statements. The combining and
individual nonmajor fund financial statements are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the schedule of taxable
information are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly fo the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements and schedule of taxable information are fairly stated in all material
respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 25,
2017, on our consideration of the Gladstone Area School’s internal control over financial reporting and
on our tests of its compliance with certasn provisions of laws, regulations, contracts, and grant
agreements and other matters, The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the Gladstone
Area School’s intemnal control over financial reporting and compliance.

A@MW: &Mf)aw(] }?Z.C.

September 25, 2017 Certified Public Accountants



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

This section of Gladstone Area School’s annual financial report presents our discussion
and analysis of the district’s financial performance during the year ended June 30, 2017.
Please read it in conjunction with the School District’s financial statements, which
mmediately follow this section.

Generally accepted accounting principles (GAAP) according to GASB 34 require the
reporting of two types of financial statements: District-wide Financial Statements and
Fund Financial Statements. These statements are organized so the reader can understand
Gladstone Area School’s financial position as a whole. The District-wide Financial
Statements provide information about the activities of the whole School! Distnict,
presenting both an aggregate view of the School District’s finances and a long-term view
of those finances. The Fund Financial Statements provide the next level of detail. For
governmental activities, these statements tell how services were financed in the short-
term as well as what remains for future spending. The Fund Financial Statements look at
the School District’s operations in more detail than the government-wide financial
statements by providing information about the Schoo! District’s most significant funds,
the General Fund and the Debt Service Fund, with all other funds presented in one
column as nonmajor funds. The remaining statement, the statement of fiduciary net
assets, presents financial information about activities for which the School District acts
solely as an agent for the benefit of students and parents. The table of contents earlier in
this audit report provides you with the list of financial reports contained within the report.

The following summarizes the net position at fiscal year ended June 30, 2016 and 2017:

Assets 2016 2017
Current Assets $ 4,556,933 $ 4,768,440
Capital Assets 17.419.781 16,894,968

Total Assets $21.976 714 $ 21,663,408

Deferred Outflows of Resources
Related to Pensions § 2,314,584 $ 3,488,934

Liabilities
Current Liabilities $ 4,340,895 $ 4,306,753
Long-term Liabilities 32,341,656 32.123.498

Total Liabilities
$36.682.551 5 36,430,251

Deferred Inflows of Resources
Related to Pensions $ 60,588 $ 96,066

Net Position
Net Investment in Capital Assets $ 2,812,557 § 3,476,779
Restricted 691,280 733,973
Unrestricted (Deficit) (15,955,678) (15.584,727)

Total Net Position

$02450841) $(U1.373,975)



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

The above focuses on net position. Gladstone Area Schools continues to show a large
negative net position due to the relatively new Governmental Accounting Standards
Board (GASB) pronouncement number 68 which requires a governmental entity’s
financial statements to recognize its share of its pension fund’s underfunding. Gladstone
Area Schools is part of the Michigan Public School Employees’ Retirement System
(MPSERS). MPSERS’ total plan is currently underfunded $24,949,181,399. Gladstone
Area Schools share is $§19,164,317. Though this looks ominous when added to the
school’s financial statements, the State of Michigan has worked with its actuaries to
develop a plan to stabilize the MPSERS over the next 25 years.

The School District’s net position was $(11,373,975) as of June 30, 2017. The Net
Investment in Capital Assets totaled $3,476,779. This compares the original cost, less
depreciation of the School District’s capital assets, to long-termn debt used to finance the
acquisition of those assets. Most of the debt will be repaid from voter-approved property
taxes collected as the debt service is reduced. Restncted net assets of $733,973 are
reported separately to show legal constraints from debt covenants and enabling
legislation that limit the School District’s ability to use that net position for day-to-day
operations. The remaining $(15,584,727) represents the accumulated resuits of all past
years’ operations. The operating results of the General Fund will have an tmpact on the
change in unrestricted net position from year to year. You will note current assets and
long-term liabilities reflect the FY 2012 passing of our construction bond in the amount
of $7,495,000.

CAPITAL ASSETS AND DEBT
Capital Assets - At June 30, 2017, the District had $16,894,968 (net of depreciation)

invested in a broad range of capital assets, including land, buildings, fumiture and
equipment.

2016 2017

Land $ 149,340 $ 149,340
Land Improvements 322,183 348,055
Buildings and Improvements 28,168,579 28,257,814
Vehicles 1,059,878 1,141,064
Machinery and Equipment 914,955 1,138,268
Work in Progress 74,571 0

Total 30,689,506 31,034,541
Less Accumulated Depreciation (13.269.725) (14,139,573)

Net Total $17.419781  $16,894,968

This was a decrease in capital assets of $524,813 over last year.

Debt - At the end of this year the District had $12,475,000 in General Obligation Bonds
outstanding. This is a decrease of $1,065,000, which is the result of principal payments
made on the bonds. The District has certain other debt obligations which are discussed in
Note H of these financial statements.



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

OPERATIONS

The results of this year’s operations for Gladstone Area Schools as a whole are reported

in the statement of activities, which show the changes in net position for fiscal years of

2016 and 2017.

Program Revenues:

Charges for Services

Operating Grants and Contributions
Total Program Revenue

General Revenues:
Property taxes Jevied for general operations
Property taxes levied for debt service
State Foundation Allowance
Other
Total General Revenues

Total Revenues

Expenses:

Instruction

Support Services
Depreciation-Unallocated
Interest on Long-Term Debt
Athletics

Food Services

Public Library

Loss on Asset Disposal
Other

Total Expenses

Change in net position

2016 2017

$ 411,554 $ 394,482
954,466 __1,094.976

$ 1366020 $ 1489458
$ 1,246,589 $ 1,281,430
1,590,064 1,543,261
11,349,473 11,849,067
205.681 232,033
$14.391,807 $14.905.791
$15757.827 $16.395.249
$ 8,244,133 $ 8,561,796
4365246 4,456,618
849,301 869,848
492,475 465,370
264,317 255,606
606,279 604,520
99,937 103,625

0 0

0 0
$14.921.688 $15.317.383
$ 836139 $ 1,077.866

As indicated above, net position due to operations increased $1,077,866. This increase
relates directly to the operations of the District durtng the year.



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

REVENUES

The following chart ilfustrates the District’s sources of revenues:

Revenues

Federal
3.7%

Oth Intermediate
0.0% 0.8%

Sources of Revenues - Local sources of revenues total $3,408,983 and include revenues
to the General Fund of $1,536,802, School Lunch Fund of $224,940, Public Library Fund
of $103,980 and Debt Retirement Fund of $1,543,261. Local sources of revenue make up
20.9% of Governmental Funds Revenues. This is down .3% from last year.

State sources of revenues total $12.180,373 and include revenues to the General Fund of
$12,147,281, School Lunch Fund of $25,743, and the Public Library Fund of $7,349.
State sources of revenue make up 74.6% of Governmental Funds Revenues. This is up
.5% from last year.

Federal sources of revenues total $607,712 and include revenues to the General Fund of
$254,981 and School Lunch Fund of $352,731. Federal sources of revenue make up
3.7% of Govemmental Funds Revenues. This is down .1% from last year.

Intermediate sources of revenues total $132,313 and are made up entirely of General
Funds. Intermediate sources of revenue make up .8% of Governmental Funds Revenues.
This is the same as last year.

Other sources of revenue total $173, which is negligible.

Property Taxes - A significant portion of local revenue is provided from property taxes
for the General Fund and Debt Retirement Fund. Property tax revenue totaled
$2,816,036. This amount is obtained through a voter approved 18-mill levy on the
taxable value of non-homestead properties for the District’s operations and a voter
approved 6.30-mill levy on the taxable value of all properties, homestead and non-
homestead, for debt interest and principal. The following graph illustrates the taxable
value trend over the last several years:



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

Taxable Values
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Unrestricted State Aid Foundation Allowance - The largest factor affecting our
funding is the state’s foundation allowance. The foundation allowance is funding from
the state for each student. Our foundation allowance was $7,511 per student for the
2016-2017 fiscal year. Funding is calculated by student enrollment and is a blend of 30%
of current year fall count and 10% of the current year spring count. The state also has a
mechanism to add or subtract funding to districts for students entering or exiting a district
between count days. The blended student enroliment for fiscal year 2016-2017 was
1,596.81. The per student funding was then reduced by the District’s non-homestead tax
revenues (18.0 mills) and by the District’s commercial personal property tax revenues
(6.0 mills).

EXPENDITURES

The following chart illustrates the District’s expenditures. Total Governmental Fund
Expenditures are $16,173,679 and include Instruction of $8,747,313, Support Services of
$5,661,779, Community Services of $103,625 and Debt Service of $1,660,962. School
Lunch Fund and Athletic Fund Expenses are included in Support Services.



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

Expenditures
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ECONOMIC FACTORS AFFECTING OUR BUDGET

The Board of Education and administration considered many factors when setting the
School District’s 2017 fiscal year budget. Two of the major factors affecting the budget
are the State per pupil foundation allowance (amount we are paid per student which is
discussed above) and the number of students attending our school.

The 2017 budget was adopted in June 2016, based on an estimate of students to be
enrolled in September 2016. Over the last few years our area has been affected by the
weak state and federal economies, though our community appears to be headed upward
economically at the time of this writing. Our student numbers have stabilized. We
continue to develop the Upper Peninsula Virtual Academy, an on-line educational
alternative to a classroom based education. Our UPVA studeot numbers continue to
increase since the program began 5 years ago. Birthrates in our area appear to have
stabilized as we are beginning to see slightly larger kindergarten classes. We are hopeful
our kindergarten numbers will be stable or will slightly increase going forward. We also
believe that Gladstone Area Schools has positioned itself well to compete for “Schools of
Choice” students who are allowed to transfer to our school district from their neighboring
school district. Our financial outlook is looking brighter going forward, but we must
continue to closely monitor our budget to maximize revenues and reduce expenditures
wherever possible.

ORIGINAL vs. REVISED BUDGET

The Uniform Budget Act of the State of Michigan requires that the local Board of
Education approve the original budget for the upcoming fiscal year prior to July 1, the
start of the fiscal year.

As a matter of practice, the District amends its budget three times during the school year.
For fiscal year 2016-2017, the budget was revised in November 2016, March 2017, and
June 2017.



GLADSTONE AREA SCHOOLS
Management’s Discussion and Analysis

General Fund Revenues - Budget

Total revenues-June revision $14,043,926
Total revenues-original budget 13,758.507
Difference $ 285419

General Fund Revenues - Actual

The District’s actual general fund revenues (including interest earmned) were $14,041,188
which is a very slight negative variance from the June budget revision.

General Fund Expenditures - Budget

Total expenditures (including transfers) - June revision $14,083,791
Total expenditures (including transfers) - original budget 13,751,075
Difference § 332716

General Fund Expenditures - Actual

The District’s actual geperal fund expenditures were $13,933,181 which is a positive
vadance of 1.07% from the June budget revision.

Fund Balance — Budget versus Actual

The June budget amendment projected a year end decrease of $39,865 to our fund
balance. There was an actual increase in fund balance of $108,007.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors
and creditors with a general overview of the District’s finances and to demonstrate the
School District’s accountability for the money it receives. If you have questions about
this report or need additional information, contact the Superiniendent’s Office at
Gladstone Area Schools, 400 South Tenth Street, Gladstone, Michigan, 49837.



GLADSTONE AREA SCHOOLS
STATEMENT OF NET POSITION

June 30, 2017

ASSETS:
Current Assets:
Cash and Equivalents
Accounts Receivable
Prepaids
Inventories

Total Current Assets

Non-Current Assets:
Capital Assets - net

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Retated to Pensions

LIABILITIES:
Current Liabilities:
Accounts Payable
iNotes Payable
Interest Payable
Accrued Payroll and Fringes
Current Maturities of Long-Term Debt

Total Current Liabilities

Non-Current Liabilities:
Net Pension Liability
Bonds Payable
Notes Payable
Compensated Absences Payable
Early Retirement Payable
Less Current Malurities Reported Above

Total Non-Current Liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Related to Pensions

NET POSITION:
Net Investment in Capital Assets
Reslricted for:
Oebt Service
Unrestricted

TOTAL NET POSITION

See accompanying notes to financial statements.

i0

Governmental
Activities

$ 2,412,435
2,292,336
48,232
15,737

4,768,440

16,884,968

$ 21,663,408

$ 3,488,934

3 183,740
1,425,000
66,063
1,230,538

1,401,412

4,306,753

19,164,317
13,365,402
52,787
413,262
528,142

(1,401.412)
32,123,498

_S 36,430251
$ 96,066

$ 3,476,779

733,973

__(15,584,727)
$§ 11 ,373,975!



GLADSTONE AREA SCHOOLS

STATEMENT OF ACTIVITIES

For the ysar ended June 30, 2017

FUNCTIONS/PROGRAMS:

Instruction:
Basic Programs
Added Needs

Total Instruction

Support Services:
Pupil
Instructional Staff
General Administration
School Administration
Business
Operation and Maintenance
Pupil Transportation
Activities Office
School Improvement
Outgoing Transfers

Total Suppon Services

Other:
Depreciation - Unallocated
tnterest on Long-Term Debt
Athletics
Food Services
Public Library
Loss on asset disposal
Other

Total Other

Total Governmental Activities

General Revenues:

Taxes:
Propeny Taxes Levied for General Operations
Properly Taxes Levied for Debt Service

State Ald Formula Grants

Medicaid

Investment Eamings

City of Gladstone Public Library Appropriation

Penal Fines for Public Library Operations

Rental of School Facilities

Miscellaneous Sources

Total General Revenues
CHANGE IN NET POSITION
Net Position, Beginning of Year

NET POSITION, END OF YEAR

Net (Expense)
Revenue and
_Program Revenues Changes in
Operating Net Position -
Charges for Grants and Govermnmental
Expenses Services Contributions Activilies
$ 7,053,501 $ 104,141 $ 94,958  § (6,854,401)
1,508,295 - 589,418 (918,877)
8,561,796 104,141 684,377 (7,773.278)
452,778 - - (452,779)
261,728 - - (261,728}
265,771 - - (265,771)
1,347,447 - (1,347,447)
257,453 - - (257.453)
1,068,750 - - (1,068,750)
656,916 - - (656,816)
44,2614 - (44.261)
101,513 - - (101.513)
4,456,618 - - (4,456,618)
860,848 - - (869,848)
455,370 - - (465,370)
255,806 47,452 - (208.154)
604,520 224,941 378,474 (1,105)
103,625 17,948 32,125 (53.552)
2,298,969 290,341 410,599  (1.588,029)
$ 15,317,383 $ 394,482 $ 1,084,076 (13,827,925)
1,281,430
1,543,261
11,849,067
3,793
35,204
8,445
52,811
6,132
125,648
_ 14905701
1,077,866
(12,451,841)
§$(11,373,975)

See accompanying notes to financia) statements.
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ASSETS:
Cash and Equivalenis
Accounts Receivable
Due from Other Funds
Prepsid ilems
Inveniories

TOTAL ASSETS

LIABILITIES:
Accounts Payable
Notes Payable
Ous 1o Other Funds
Uneamed Revenue

Accrued Payrol) and Fringes

TOTAL LIABILITIES

FUND BALANCES:
Nonspendable
Prepaid Expenses
inventory
Restricted
Debt Service
Assigned
Debt Service
Public Library
Capital Projects
Unassignad

TOTAL FUND BALANCES

TOTAL LIASILITIES AND FUND BALANCES

GLADSTONE AREA SCHOOLS

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2017

Olher

Nenmajor Tatal
Debl Govemmental  Governmenial

General Senvice Funds Funds
$ 1,400,588 $ 734376 & 277171 $ 2412135
2,278,760 172 9,704 2,288,636
48,404 - 91,405 137,809
47,678 - 554 48,232
8,134 - 7,603 15,737
$ 3,781.564 $ 734,548 5 386,437 $ 4,902,549
$ 153,785 $ - $ 28,955 $ 183,740
1,425,000 - - 1,425,000
- 575 133,534 134,109
417,002 - - 117,002
1,230,384 - 154 1,230,538
2,926,171 575 163,643 3.090,389
47,678 B 554 48,232
8,134 - 7.803 15,737
- 733,973 - 733,873
171.750 - - 171,750
. - 22,438 22,438
- - 200.356 200,356
627,831 - (8.157) 619,674
855,383 733,973 222,7%4 1,812,160
$ 3,781,584 $ 734,548 5 386,437 $ 4902549

12
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GLADSTONE AREA SCHOOLS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

June 30, 2017

Total fund balances - governmental funds $ 1,812,160

Amounts reported for governmental activities in the
statement of net position is different because:

Capital assets used in governmental activities are not

financial resources and therefore are not reported as

assels in the governmental funds. The cost of the

assets is $31,034,541, and the accumulated

depreciation is $14,139,573. 16,894,968

Deferred outflows of resources related to pensions 3,488,934

Long-term assets that are not available to pay for current
period expenditures and are shown as unearned in the specific
governmental funds. 117,002

Long-term liabilities, including bonds payable, are not
due and payable in the current period and therefore
are not reported as liabilities in the specific
governmental funds. Long-term liabilities at year-end
consist of the following:

Net pension liability $ 19,164,317
Bonds payable 13,365,402
Installment notes payable 52,787
Accrued interest on bonds and notes 66,063
Compensated absences 413,262
Early retirement payable 529,142 (33,590,973)
Deferred inflows of resources related to pensions (96,066)
Total net position - governmental activities $(11,373,975)

See accompanying notes to financial statements.
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GLADSTONE AREA SC LS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

For the year ended June 30, 2017

Other
Nonmaijor Total
Debt Govemmental  Govemmental
General Service Funds Funds
REVENUES:
Local Sources $ 1,536,802 $ 1,543,261 $ 328920 $ 3,408,983
State Sources 12,147,281 - 33,092 12,180,373
Federal Sources 254,081 - 352,731 607,712
Intenmediate Sources 132,313 - - 132,313
Oiher - 173 - 173
TOTAL REVENUES 14,071,377 1,543.434 714,743 16,329,554
EXPENDITURES:
Instruction:
Basic Programs 7,238,018 - - 7,238,018
Added Needs 1,508,295 - - _ 1,508,295
Tolal instruction 8,747,313 - - 8,747,313
Support Services:
Pupll 452,779 - 604,520 1,057,299
Instructional Staff 261,728 - - 261,728
General Adminisiration 265,771 - - 265,771
School Adminisiration 1,347,447 - - 1,347,447
Business 257,453 - - 257.453
Oyperation and Mainmenance 1,413,785 - - 1,413,785
Pupil Transportation 656,916 - . 656,816
Activities Office 44,261 - - 44,261
Outgoing Transfers 101,513 - - 101,513
Community Services - - 103,825 103,625
Capilat Outlay - - - -
Debt Service 146,250 1,514,712 - 1,660,962
Athfatics and Bookstore 255,608 - - 255,608
Total Suppon Services 5,203,509 1,614,712 708,145 7,426,366
TOTAL EXPENDITURES 13.950.822 1,514,712 708,145 16,173,879
EXCESS REVENUES (EXPENDITURES) 120,555 28,722 6,598 1565.875
OTHER FINANCING SOURCES (USES):
Interest Earned 17,452 13,971 3,781 35,204
Operating Transfers In . - 30,000 30,000
QOperating Transfers Oul {30,000) - - (30,000}
TOTAL OTHER FINANCING SQURCES (USES) (12,548) 13.971 33,781 35,204
EXCESS REVENUES AND OTHER FINANCING
SOURCES (EXPENDITURES AND OTHER USES) 108,007 42,693 40,379 191.079
Fund Balance, Beginning of Year 747,386 691,280 182,415 1,621,081
FUND BALANCE, END OF YEAR 3 855,333 $ 733,973 $ 222794 $ 1,812,160

Sea accompanying notes 1o financial statements.
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GLADSTONE AREA SCHOOLS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2017

Net change in fund balances - total governmental funds

The change in fund balances reported for governmental activitias in the
statement of activittes is different because:

Capital outlays are reported in the governmental funds as expenditures.
However, in the statement of activities, the costs of those assets are
allocaled over their useful livas as depreciation expense. This is the
amount by which depreciation expense ($869,848) exceeds capital
outlay ($345,035)

Repayment of principal on debt is an expenditure in the governmantal
funds but reduces tha debt liability in the statement of net position.

Revenues in the statement of activities that provide current
financial resources are not reported as revenues in the specific
governmental funds but rather as unsamed revenues.

In the statement of activities expenses for compensated absences angd
special termination benefits for early retirement are measured by the
amounts eamed during the year. In governmental funds, however,
expenditures for these items are measured by the amount paid out
during the year.

Change In the pension expense for adjustments related to GASB #68

Interest on long-term debt in the statement of activities differs from the
amount reported in the governmental funds because interest is recognized
as an expenditure in the funds when it is due, and thus requires the use
of current financial resources. In the statement of activities, however,
interest expense is recognized when the intersst accrues, regardless

of when it is due. The additional interest reported is a net result of these

factors.

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.

15

$ 191,079

(524,813)

1,185,785

30,481

(77,669)

266,436

6,557

$ 1,077,866



ASSETS:
Cash and Equivalents
Accounts Receivable
Due from Other Funds

TOTAL ASSETS

LIABILITIES:
Scholarships Payable
Oue o Other Funds
Due to Student Groups
Due to Other Organizations
Deposit Payable

TOTAL LIABILITIES

NET POSITION
Reserved for Scholarships
Unreserved

TOTAL NET POSITION

GLADSTONE AREA SCHOOLS
STATEMENT OF FIDUCIARY NET POSITION

June 30, 2017

See accompanying notes to financial statements.
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Private-
Purpose Agency
Trusts Funds
$ 11,397 $ 929,861
24,250 -
$ 35,647 $ 929,861
$ 26,250 $ -
3.700 -
- 135,173
- 34735
- 759,953
$ 29,950 $ 929,861
$ 3,560
2,137
$ 5,697



GLADSTONE AREA SCHOOLS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the year ended June 30, 2017

Private-
Purpose
Trusts
ADDITIONS:
Gifts and Contributions $ 35,770
Interest Earned : 182
TOTAL ADDITIONS 35,952
DEDUCTIONS:
Scholarships Awarded 37,170
Miscellaneous 915
TOTAL DEDUCTIONS 38,085
CHANGE IN NET POSITION (2,133)
Net Position, Beginning of Year 7,830
NET POSITION, END OF YEAR $ 5,697

See accompanying notes to financial statements.
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GLADSTONE AREA SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2017
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Gladstone Area Schools (The District) conform to accounting principles
generally accepted in the United States of America as applicable to school districts. The following is a
summary of the sigmficant policies:

In June 1999, the Governmental Accounting Standards Board (GASB) issned Statement No. 34, Basic
Financial Statements and Management’s Discussion and Analysis for State and Local Governments.
Certain significant items in the statement include the following:

o A Management’s Discussion and Analysis section providing an analysis of the District’s overall
financial position and results of operations.

» Financial statements prepared using the full accrual method of accounting for all of the District’s
activities.

¢ Fund financial statements that focus on the major funds of the District.

The District has also implemented GASB Statement No. 33, Accounting and Financial Reporting for
Norexchange Transactions. The pronouncement defines revenue recognition for nonexchange transactions
at the fund and governmental levels.

(1) Reporting Entity — In evaluating bow to define the District, for financial reporting purposes,
management has considered all potential component units as required under Government Accounting
Standards Board Statement number 14, "The Financial Reporting Entity”, as amended by GASB Statement
number 39. Based upon the criteria outlined in this statement, the financial statements of the Gladstone
Area Schools contain all the funds controlled by the District's Board of Education. There are no other
entities that meet the criteria to be considered either a blended component unit or a discretely presented
component of the District, nor are the District a component unit of another entity.

(2) Basic Financial Statements — Government-Wide — The District’s basic financial statements include
both government-wide (reporting the District as a whole) and fund financial statements (reporting the
District’s major funds). The government-wide financial statements categorize primary activities as either
governmental or business type. All of the District’s activities are classified as governmental activities.

In the government-wide Statement of Net Position, the governmental activities column (a) is preseated on a
consolidated basis, (b) and 1s reported on a full accrual, economic resource basis, which recognizes all long-
term assets and receivables as well as long-term debt and obligations. The District’s net position is reported
in three parts:

e Net investment in capital assets — This category con