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INDEPENDENT AUDITOR’S REPORT

To the School Board
Middlesex School District, Vermont

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and the aggregate remaining fund information of Middlesex School
District, Vermont, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively compromise the School District’s basic financial
statements as listed in the table of contents,

Management’s Responsibility for the Finagrcial 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 financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free 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
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entity’s internal 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 obtained 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 material respects,
the respective financial position of the governmental activities, the business-type activities, and
the aggregate remaining fund information of the Middlesex School District, Vermont, as of June
30, 2014, and the respective changes in financial position, and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

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 pensions and
other post-employment benefit information on pages 6, 38-45, and 27-28 and 31-33 respectively,
be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Middlesex School District, Vermont’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 are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
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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 to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial staternents 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 are fairly stated in all material
respects in relation to the basic financial staternents as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
Qctober 20, 2014, on our consideration of the Middlesex School District, Vermont’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on 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 Middlesex School District, Vermont’s
internal control over financial reporting and compliance.

Angolano & Company

Angolano & Company
Shelburne, Vermont
Firm Registration Number 92-0000141

October 20, 2014



MIDDLESEX SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2014

Introduction

This discussion and analysis of Middiesex School District's financial performance provides a
narrative introduction and overview of the school District's financial activities for the fiscal year
ending June 30, 2014 (FY 14). This document should be used in conjunction with the financial
statements contained in the audit. The Management's Discussion and Analysis is an audit
requirement under Governmental Accounting Standards Board Statement #34 (GASB34).

Financial Highlights

Balance Sheet

* The District’s financial status decreased during the past year. Government-wide net
assets changed favorably by $115,458 from $547,044 to $662,502.

s Government-wide assets totaled $812,695 and government-wide liabilities totaled
$150,193.

s More detailed Balance Sheet Information can be found on Figure [ on page 6D.
Operations

¢ The District's Elementary School general fund actual revenues were $2,547,131 while the
budgeted revenues were $2,575,355, an unfavorable variance of $28,224.

» The District's Elementary School general fund actual expenditures were$2,475,173, while
budgeted expenditures were $2,575,355, a favorable variance of $100,182.

*» More detailed Elementary School information can be found on Figure IV on page 6F.

Other Funds

¢ The Capital Project Fund represents the reserve accounts for a computer replacement
and building repair fund. The ending fund balance for the computer replacement fund
was $5,000, while the building repair fund was $8,146.

» The Enterprise Fund represents the food program. The cumulative operating retained
earnings at year-end had a balance of $15,833. The investment in net fixed assets was
$738 for a total of $16,570.

¢ Agency Funds totaling $8,638 are held in the District's accounts for various student
activities and projects.

» There are currently no Expendable Trust Funds.
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Qverview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Rumney School
District's basic financial statements. The District's basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the financial statements. This report aiso contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide Financial Statements — The first iwo statements are government-wide
financial statements that report information about the District as a whole using accrual accounting
methods similar to those used by private sector companies.

The Statement of Net Assets presents information on all of the District assets and liabilities 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 District net assets changed
during the fiscal year. All changes in net assets are reported when the underlying event giving
rise to the change occurs, regardless of the timing or related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in the
future fiscal periods,

Both of the government-wide financial statements distinguish functions of the District that are
principally supported by taxes and inter-governmental revenues (governmental activities) from
functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental activities of the District include
programs and services such as instruction, support services, and building operation and
maintenance. The business-type activities of the District include the Food Service Program.

Fund Financial Statements — A fund is a grouping 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 three categories -~ governmental funds, proprietary and fiduciary funds.

Governmental 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 government-wide financial statements, governmental fund financial
statements focus on current sources and uses of spendable resources, as well as of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s financing requirements.

Because the focus of governmentat 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 aclivities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government's financing
decisions. Both the governmental funds balance sheet and the governmental fund statements of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmentat activities.

The District maintains four (4) 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 Generai, Capital Project and Debt Service.
individuat fund data for the Proprietary and Fiduciary Funds is provided in the form of combining
statements elsewhere in this report. The basic governmental funds financial statements can be

found on pages 7-8.
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Proprietary Funds — The District maintains proprietary funds. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial
statements. The District uses an enterprise fund to account for its Food Program (hot lunch and
breakfast) operation. The basic proprietary fund financial statements can be found on pages 13-
14,

Fiduciary Funds — Fiduciary Funds are those for which the District serves as a trustee for the
benefit of others, such as scholarship and student activities funds. The District is responsible for
ensuring that assts in these funds are used for their intended purposes and cannot use these
assets to finance the general operations of the District,

Notes to the Financial Statements — The notes provide additional information that is essential
o a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 15-37.

Other Information — In addition fo the basic financial statements and accompanying notes, this
report also presents certain supplementary information including Budget to Actual Reports for the
General Fund, Capital Project Funds, Proprietary and Fiduciary Fund statements, and a Report
on Compliance and Internal Control.

Government-Wide Financial Analysis

Our analysis of the Disltrict's major funds begins on Figure 1. The fund financial statements
provide detailed information about the most significant funds — not the District as a whole. Some
funds are required to be estabiished by State law and by bond covenants, However, the District's
Board of Directors establish many other funds to help them control and manage money for
particular purposes or to show that it is meeting legal responsibilities for using certain grants, and
other money.

Amounts reported for governmental activities in this statement of net assets differ from the
summary of financial operations because: capital (non-current) assets used in governmental
activities are not financial resources and therefore, are deferred in the funds; non-current
liabjlities, consisting of bonds payable, are not due and payable in the current period and
therefore are not reported in the funds. Inter-fund receivables and payables are reported in the
fund statements, but not included in the amounts reported for governmental activities.
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Middiesex School District-Figure |
Statement of Net Assets-Government-Wide
June 30, 2014

Governmental & Business Activities
As of June 30, 2013  As of.June 30, 2014

ASSETS
Current Assets:
Cash $11,883 $148,803
Accounts Receivable:
Due From Other Funds $2,424 $12,256
intergovernmentat & Other $2,168 $7,395
State $42,443 $61
Prepaid Expenses 30 $0
Inventories 171 $442
Total Current Assets $59,089 $168,957
Non-Current Assets:
Capital Assets:
tand & Other Assets not being depreciated $6,531 $6,531
Building & Equipment, net of Acc. Depreciation $647,405 $637,207
Total Non-Current Assets $653,936 $643,738
TOTAL ASSETS $713,025 $812,695
LIABILITIES
Current Liabilities:
Accounts Payable $2,359 $5,652
Accrued Expenses $3,196 54,116
Retirement Payable $20,522 $10,261
Due To Other Funds $11,634 $20,944
Deferred Revenue $2,347 $1,092
Current Portion of Long-Term Debt $16,099 $18,994
Total Current Liabilities $56,157 $61,059

Non-Current Liabiiities:
Non-Current Portion of Long-Term Debt:

Bonds Payable & Other Payables $109,824 $89,134
Total Non-Current Liabilities $109,824 $89,134
TOTAL LIABILITIES $165,981 $150,123
NET ASSETS

Investment in Capital Asset, net of Related Debt $528,013 $535,610
Restricted Capitat Projects & Other 50 $6,146
Restricted Other Purposes $40,333 $117.2¢1
Unrestricted {$21,302) $1,455
TOTAL NET ASSETS $547,044 $662,502
TOTAL LIABILITIES & NET ASSETS $713,025 $812,695

eD

Difference

increase(Decrease)

$136,920

$9,832
$5.227
($42,382)
30

$271
$109,868

30
{$10,198)

($10,198)

$59,670

$3,293
$920
($10,261)
$9,310
($1,255)
$2,895
$4,902

($20,690)
{$20,690)

($15,788)

$7.597
$8,146
$76,958
$22,757

$115,458

$93,670




Government-Wide Revenues Figure I}

Food Services, M;;; .?E;vir:zes
Operating . $89,690, 3% PIEEREE
Grants, $77,461, i
3%

State
Educational
Spending
Revenuss,
$2.476,419, 93%

The total of Government-wide Revenues is $2,679,322.

Government-Wide Expenditures Figure il

Food Services,

Operation of Transportation 997,248, 4%

Plant & , $89,892, 4%

Maintenance,
$216,269, 8% Dirsct
Services,
$1,623.714,
59%

Support
Sarvices,
£638,741, 26%

The totai of Government-wide Expenses is $2,563,864.
The net increase in Governmental-wide Net Assets totaled $115,458.
Business-type activities (food program) realized an increase in net assets of $13,142, primarily

attributable to additional support from the general fund.
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Fund Based Financial Analysis

Governmental Fund Types:

General Fund actual revenues were $2,547,131 and actual expenditures were $2,475,173.
However, revenues were $28,224 below budget amounts and were largely attributable to
special education revenues. Expenses were $100,182 less than budget which was largely
attributable to additional costs for Special Education. .

Function Analysis-Rumney Memorial School
Budget to Actual Figure IV

$2,400,000 -
g8
$1,600,000 g— % ®@Budget
& of
| 2 § % .g « | DActual
$800,000 =3 g g R
$0 -
Q\Ké”“

Capital Project Fund ending fund balance of $13,146 is reflective of funds avallable for a
computer replacement fund $5,000 and building improvement fund $8,1486.

Proprietary Fund Type:

Food service programs are offered to the students for hot lunch and breakfast. This program
recognized net operating loss of $4,890 during the past year and had a retained earnings
balance of $3,428 at the end of the year.

Fiduciary Fund Types:

Agency funds of $8,638 were being held at the end of the year for student activities and
projects. The prior year balance was $9,210 for similar accounts.

There are currently no Expendabie Trust Funds.
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Capital Assets

As required under GASB34 the District is reporting its capital assets as part of the financial
statements. The District has researched and documented the historical costs of the various
assets owned by the District and applied appropriate charges against the cost o record

depreciation. Capital assets are capitalized and depreciated with a cost of $5,000 or more.

Figure V summarizes the state of the District’s capital assets.
Middlesex School District-Figure V
Capital Assets
June 30, 2014

Accumuiated

Cost Depreclation Net Value

Governmental Activities:

Land & Site work & Construction $6.875 $1,032 $5,843
Building and improvement $1,195,846 $620,013 $575,833
Fumiture and Equipment $124,085 $62,761 $61,324
Vehicles 30 $0 30
Total $1,326,806 $683,306 $643,000
Business Type activities:

Building and Improvements $8,643 $8,643 $0
Fumiture and Equipment $23,245 $22,507 $738
Total $31,888 $31,150 $738
Grand Total $1,358,694 $714,956 5643,738

Long-Term Debt
The District has two categories of debt an underground storage tank loan and a water loan. At

the end of the fiscal year, the District had $134,075 in outstanding principal and interest. The
Water Project note is included in this total and during FY14 part of the loan was foregiven. Loan
principal and interest are being paid from the General Fund. .

Current & Subseguent Issues
s The Teachers Union contract has been settled for FY 13-16.

s The WCSU transportation contract was awarded to First Student, Inc. for FY13-15, itisa 3
year contract with the option to extend 2 additional years.

» There has been an unanticipated significant increase in heating fuel oil costs and gasoline for
student transportation.

+ Rumney completed a feasibility study for a Construction Project.

Contact for Further Information
This financial report is designed to provide citizens, taxpayers, and creditors with a general
overview of the District’s finances and to reflect the District's accountability for the monies it
receives. Questions about this report or additional financial information needs should be directed
to Lori Bibeau, Business Administrator, Washington Central Supervisory Union, 1130 Gallison Hill
Road, Montpelier, Vermont 05802 or at 802-229-0553.
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Middlesex School District
District-Wide Statement of Net Position

June 30, 2014

ASSETS
Cash and Cash Equivalents
Due From Other Funds
Accounts Receivable - State
Accounts Receivable - Other LEAs
Accounts Receivable - Other
inventory
Capital Assets, net

TOTAL ASSETS

LIABILITIES

Due To Other Funds
Accounts Payable
Accrued Expenses
Retirement incentive Payable
Long-Term Liabilities:

Due Within 1 Year

Due in More Than 1 Year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Unearned Revenues

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restrcited For:
Capital Projects
Other Purposes
Unrestricted (Deficit)

TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND NET POSITION

Governmental Business-Type

EXHIBIT |

Activities Activities Total
$ 148,803 $ 148,803
$ 12,256 12,256

61 61
1,518 1,518
3,169 2,708 5877
442 442
643,000 738 643,738
$ 795033 § 17,662 $ 812685
$ 20,244 $ 20,944
5,852 5,652
4116 4,116
10,261 10,261
18,994 18,904
89,134 - 89,134
149,101 § - 148,101
- 1,082 1,082
- 1,002 1,092
534,872 738 535,610
8,146 8,146
117,291 117,291
{(14,377) 15,832 1,455
645,932 16,570 662,502
$ 795033 $ 17,662 § 812895

The accompanying notes are an integrat part of these financial statements
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Middlesex School District EXHIBIT {H
Combined Balance Sheet
Al Fund Types and Account Groups
June 30, 2014

Proprietary Fiduciary

Governmental Fund Type Fund Type Fund
Special Capital Totals
General Revenue Project Enterprise Agency {(Memorandum
Fund Funds Fund Fund Fund Orly)
ASSETS:
Current Assels:
Cash $ 148,803 $ 148,803
Due From Other Funds $ 5103 % 8,146 § 12,256 § 8,688 34,193
Accounts Receivable - Stale 61 61
Accounts Receivable - Supervisory Union 1.518 1.518
Accounts Receivable - Other 3,169 2,708 . 5817
Inventory - - - 442 - 442
Total Current Assels 152,033 5,103 8,146 16,924 8,688 190,894
Other Assels:
Fixed Assels - net - - - 738 - 738
Total Cther Assets - - - 738 - 738
TOTAL ASSETS $ 152,033 § 5103 § 8,146 3§ 17,662 $ 8688 § 181632
LIABILITIES & FUND EQUITY:
Liabilities:
Due To Other Funds 3 34,193 $ 34,193
Accounts Payahle - Other 5540 3 103 3 50 5,702
Deferred Revenue 5 1,092 1,092
Amount Held for Agency Funds - - - - 8,638 B.638
Total Liabilities 39,742 103 § - 1,092 8,688 49,625
Fund Equity:
Fund Balances:
Committed 112,291 5,000 8,146 126,437
Retained Eamings - - - 16,570 - 18,570
Total Fund Equity 112,281 5,000 8,146 16,570 - 142,007
TOTAL LIABILITIES & FUND EQUITY $ 152,033 § 5103 § B146 § 17,662 5§ 8688 § 191632

The accompanying notes are an integral part of these financial statements
-9.



Middlesex School District

Reconciliation of the Balance Sheet to the Statement of Net Assets

Governmental Funds
June 30, 2014

Fund Balances — total governmental funds

Amounts reported for governmental activities in the Statement of
Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the
governmental funds:

Governmental capital assets
Less accumulated depreciation

Bonds payable and contractual obligations have not been

included in the governmental fund financial statements.

Notes Payable
Accrued liabilities have not been reflected in the governmental
fund financial statements:
Vested Vacation Payable
Retirement Incentive Payable

Net Assets of Governmental Activities

-10 -

b 125,437

1,313,006
(670,006)

(108,128)

(4,116)
(10.261)

$ 645932



Middiesex School District
Combined Statement of Revenues, Expenditures
and Changes in Fund Balances
All Governmental Fund Types

EXHIBIT IV

For The Year Ended June 30, 2014

Special Capital Totals
General Revenue Project (Memorandum
Fund Fund Fund Only)
REVENUES:
Earnings on investmenis $ 27,953 $ 27,953
Rental Income 115 115
Miscellaneous 4,584 4,584
Privatef_ocal 3,100 42 501 45,601
State 2,611,379 - - 2,511,379
TOTAL REVENUES 2,547,131 42501 % - 2,580,632
EXPENDITURES:
Direct Services 1,477,762 35,332 1,613,094
Support Services:
Students 152,756 152,756
Instructional Staff 152,265 152,265
General Administration 57,312 57,312
Area Administration 201,127 201,127
Fiscal Services 61,851 61,851
Operation and Maintenance of Building 184,730 194,730
Transportation 89,892 83,892
Community Services 432 432
Food Services 6,737 6,737
Construction Services 43,404 43,404
Debt Services 8,728 8,728
Other Qutlays 1,500 - - 1,500
TOTAL EXPENDITURES 2,397,923 42,501 43,404 2,483,828
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 149,208 - (43,404) 105,804
OTHER FINANCING SQURCES (USES).
Transfers In 5,000 51,550 56,550
Transfers Out (77,250) - - {77,250)
EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 71,958 5,000 8,146 85,104
FUND BALANCE, JULY 1, 2013 40,333 - - 40,333
FUND BALANCE JUNE 30, 2014 $ 112291 § 5000 § 8,146 $ 125437

The accompanying notes are an integral part of these financial statements

-3 -



Middlesex School District
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For The Year Ended June 30, 2014

Net Changes in fund Balances — total governmental funds $ 85,104

Amount reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities, the cost of those assets is
depreciated over their estimated useful lives:
Expenditures for capital assets 21,467
Less current year depreciation (31,391

Bond proceeds provide current financial resources to governmental
funds, but issuing debt increases long-term liabilities in the
statement of Net Assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the Statement of Net Assets.
Repayment of notes 17,795

Expense reported in the Statement of Activities does not require
the use of current financial resources and is therefore not
reported as expenditures in governmental funds:
Vested Vacation Payable Change (920)

Current year payments on liabilities for the voluntary exit program
{early retirement, etc.) are reported as expenditures in
Governmental fund financial statements and as a reduction
in debt in the government-wide financial statements. 10,261

Current year granting of voluntary exit programs (early retirements, etc.)
are not reported as expenditures in governmental fund
financial statements and are reported as an expense and debt

in the government-wide financial statements. 0
Change in Net Assets of Governmental Funds $102.316
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Middlesex School District
Statement of Revenues, Expenses and Changes
in Retained Earnings - Proprietary Fund Type
Enterprise Fund - Food Program
for The Year Ended June 30, 2014

Operating Revenue:
Sales $
Miscellaneous

Total Operating Revenue

Operating Expenses:
Salaries and Benefits
Professional Services
Travel
Supplies and Food
Commodities
Utilities
PDues and Fees
Depreciation

Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenue {l.oss)
State Sources:
Restricted Grants
School Lunch Match
Child Nutrition Breakfast
Child Nutrition Other
Reduced Lunch Initiative
Federal Sources:
Restricted Grants
School Breakfast Program
School Lunch Program
Commodities

Total Non-Operating Revenue

Income (Loss) Before Transfers
Operating Transfers In

Net income (Loss)

Retained Earnings, July 1, 2013

Retained Earnings, June 30, 2014

60,022

2,789

61,028
200
436

29,310

5,403
552
45
274

711
186
198
409

4,470
15,502

5,403

EXHIBITV

$

62,811

97,248

(34,437)

26,879

(7,558)

20,700

13,142

3,428

The accompanying notes are an integral part of these financial statements
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Middlesex School District EXHIBIT VI
Statement of Cash Flows
Proprietary Fund Type - Enterprise Fund
Food Program
For The Year Ended June 30, 2014

Cash Flows From Operating Activities:

Received From Customers $ 59,693
Payments To Employees and Fringe Benefits {61,028)
Payments To Vendors and Supplies (36,217)
Net Cash Used By Operating Activities $  (37,552)
Cash Flows From Noncapital Financing Activities:
State Aid Received 26,684
Suppeort From General Fund 10,868
MNet Cash Used By Noncapital Financing Actlivities 37,562

Cash Flows From Capital and Related Financing Activities:
None -

Cash Flows From Investing Activities:
None -

Net Increase (Decrease) in Cash -

Cash, July 1, 2013 -
Cash, June 30, 2014 I

Reconciliation of Operating Income (Loss) to Net Cash
Used By Operating Activities:

Cash Provided From Operating Activities:

Operating Income (Loss) $  (34.437)
Adjustments to Reconcile Net Income to Cagh

Provided (Used) By Operating Activities:

Depreciation $ 274

(increase) Decrease in Accounts Receivable - Other (1,863)

(Increase) Decrease in Inventory (271)

increase {Decrease) in Deferred Revenue (1,258)

Total Adjusiments (3,115)
Net Cash Provided (Used) By Operating Activities $ (37,552)

The accompanying notes are an integral part of these financial statements
- 14 -



Middlesex School District
Notes to Financial Statements
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Middlesex School District ("School District") is organized as a public educational district
under the applicable laws and regulations of the State of Vermont. It is governed by a Board of
School Directors elected by registered voters of the District to provide public education to the
residents of the Town. Except where noted, the accounting policies conform to generally
accepted accounting principles, as applicable to governmental units.

The School District financial statements are prepared in accordance with generally accepted
accounting principles in the United States of America (GAAP) as applied to government units.
The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP
for state and local governments through its pronouncements (Statements and Interpretations).
The more significant accounting policies established in GAAP and used by the School District
are discussed below. School District also complies with the requirements of the Vermont
Department of Education’s Handbook for Financial Accounting of Vermont School Systems
{The Handbook).

Reporting Entity:
The reporting entity for the School District is based upon criteria set forth by the Governmental

Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity. The
financial reporting entity consists of (1) organizations for which the standalone government is
financially accountable and (2) the standalone government that is controlled by a separately
elected governing body that is legally separate and is fiscally independent. All of the accounts of
the School District comprise the standalone government.

The school board is elected by the public and it has the authority to make decisions, appoint
administrators and managers, and significantly influence operations. It also has the primary
accountability for fiscal matters. Therefore, the School District is a financial reporting entity as
defined by the Governmental Accounting Standards Board (“GASB”) in its Statement No. 14.
There are no component units included within the reporting entity.

Basic Financial Statements - District-wide:
The School District’s basic financial statements include both District-wide (reporting School
District as a whole) and fund financial statements (reporting School Districts major funds). Both
the District-wide and fund financial statements categorized primary activities as either
governmental or business type.

In the District-wide Statement of Net Position reports all of the non-fiduciary activities of School
District. Both the governmental and business-type activities are presented on a
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Middlesex School District
Notes to Financial Statements (continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

consolidated basis and are 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-wide Statement of Activity demonstrates the degree to which the direct expenses of
a given function or segments are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include fees paid by
recipients or goods or services provided by a function, and grants that are restricted to a
particular function. General State Support and other revenues not identified with a function are
presented as general revenues.

This District-wide focus is more on the sustainability of the School District as an entity and the
change in the School District’s net position resulting from the current year’s activities.

Basic Financial Statements — Fund Financial Statements:
The financial transactions of the School District are reported in individual funds in the fund
financial statements. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprises its assets, liabilities, fund equity, revenues and expenditures/expenses.

The emphasis in fund financial statements is on the major funds in either the governmental or
business-type activities categories. GASB No. 34 sets forth minimum criteria for the
determination of major funds. Major individual governmental funds are reported as separate
columns in the fund financial statements. The School District reports major governmental funds
as follows:

Governmental Fund Types:

- General Fund — The general fund is the School District’s primary operating fund
and is always classified as a major fund which accounts for typical general
government revenues and a wide variety of activities that benefit the School
District’s as a whole. It accounts for all financial resources except those required
to be accounted for in another fund.

- Special Revenue Funds — The special revenue funds focus on revenues that are
restricted or committed to expenditures for specific purposes {(other than major
capital projects or expendable trusts). The School District accounts for resources
restricted to, or committed for, specific purposes by the School District or a
grantor in a special revenue fund. Most federal, some State financial assistance
and voter committed funds are accounted for in a Special Revenue Fund and
sometimes unused balances must be returned to the grantor or the voters at the
close of specified project periods.
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Middlesex School District
Notes to Financial Statements (continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

- Capital Project Fund - The capital projects funds are required when the
acquisition or construction of capital assets is financed with general obligation
debt. Capital project funds are permitted to be used for accounting and reporting
whenever the School District has financial resources that are restricted,
committed, or assigned to expenditures for capital outlays for general capital
assets, including purchasing or constructing any type of general capital asset.

Proprietary Fund Types:
Proprietary Fund — The Proprietary Funds consist of Enterprise Funds and
Internal Service Funds. Revenues generally come from fees for services. They
use the economic resources measurement focus and full accrual basis of

accounting.

Fiduciary Funds, (Not included in District-wide Statements):
Fiduciary Funds are used to report resources held for individuals, private
organizations or other governments. The School District reports the following
fiduciary funds:
- Agency funds are custodial in nature and do not involve measurements of
results of operations.

Measurement Focus. Basis of Accounting, and Financial Statement Presentation:
Basis of accounting refers to the point at which revenues or expenditures/expenses are

recognized in the accounts and reported in the financial statements. It relates to the timing of the
measurements made regardless of the measurement focus applied.

Both District-wide and business-type activity 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 liabilities are incurred regardless of when related cash
flows take place. Grant revenues are recognized when eligibility requirements are satisfied.
Fees and charges and other exchange revenues are recognized when earned and expenses are
recognized when incurred.

The governmental funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recorded when
both measurable and available. “Available” means collectible within the current period or within
60 days after year end. Intergovernmental revenues and grants are recognized when all
eligibility requirements are met and the revenues are available. Expenditures are recorded when
a liability is incurred except for early retirement, and compensated absences, which are
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Middlesex School District

Notes to Financial Statements (continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

recognized t the extent they have matured. When both restricted and unrestricted resources are
available for use, restricted resources are used first.

Other Accounting Policies:

Cash and Cash Equivalents:
For purposes of the statement of cash flows for proprietary and similar fund-types, the School
District considers highly liquid investments to be cash equivalents if they have a maturity of
twelve months or less when purchased.

Interfund Receivables and Payables:
During the course of operations, transactions occur between individual funds that may result in
amounts owed between funds. Activities between funds that are representative of lending or
borrowing arrangements outstanding at the end of the fiscal year are referred to as “due to/from
other funds”. All other outstanding balances between funds are also reported as “due to/from
other funds”. As a general rule, the effect of interfund activity has been eliminated from the
government wide financial statements.

Transfers:
Advances between funds that are not expected to be repaid are accounted for as transfers.

Deposits and Investments:
Resources from each fund are pooled for deposit and investment purposes. A separate
accounting is maintained for each fund. Deposits and Investments are stated at fair value and are
managed in accordance with any legal constraints.

Accounts Receivable:
All receivables are reported net of estimated uncollectible amounts. The accounts receivable
balances at year end are from governmental entities, except in the proprietary funds which may
have some receivables from individuals, and no allowance for doubtful accounts is considered
necessary.

Inventory:
Inventories consist of expendable items held for consumption. They are valued at cost on a first-
in, first-out method.

Deferred Inflows of Resources:
The School District recognizes differences between the receipt of funds and the recognition of
revenues through the use of deferred revenue accounts. These deferred revenue accounts
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Middlesex School District
Notes to Financial Statements {continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

represent funds that will be recognized as revenues in some fusture period when the conditions
have been met.

Capital Assets:
Capital assets, which include land, construction in progress, buildings, improvements, furniture,
equipment, infrastructure, and vehicles, are reported in the applicable governmental activities
column in the governmental wide financial statements. Capital assets are defined by the School
District as assets with an initial, individual cost of $5,000 or more and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation. The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend assets lives are not capitalized. Capital assets, except for land and
construction in progress are depreciated using the straight line method over the estimated useful
lives with a full year of depreciation taken in the year acquired and none taken in the year of
disposal. Land and construction in progress are not depreciated.

Long-term Obligations:
In the District-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of
net assets. The face amount of obligations issued is reported as other financing sources.

Budgetary Data:
The School District is required by state law to adopt a budget for the General Fund. The budget
is prepared on the modified accrual basis of accounting which is consistent with generally
accepted accounting principles (‘GAAP”). Annual appropriations lapse at the end of each fiscal
year with the exception of restricted programs indicated as a fund balance restricted or
committed. The following procedures are used to establish a budget:

- The School Board with assistance from the Supervisory Union and the School
District’s Administration drafts a budget. The operating budget includes
proposed expenditures by line item and the means of financing them.

- The budget is adopted by the School Board for presentation to the voters as a
warning or article in the annual report.

- The voters vote on the total expense amount and not the individual line items at
the School District’s annual meeting or subsequent special meetings.
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Middlesex School District
Notes to Financial Statements (continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Encumbrances:
Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, s employed as an extension of formal budgetary integration and project control
in the General Fund, Special Revenue Funds, and Capital Projects Fund. Encumbrances are not
liabilities and should be recorded as a reservation of bond balance at year end. For budgetary
purposes, appropriations lapse at fiscal year-end. The School District has elected to treat its
encumbrances as liabilities for budgetary control purposes.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expendifures or expenses
during the reporting period. Actual results could differ from those estimates.

Net Assets and Fund Balance:
District-wide Financial Statements:
When the School District incurs an expense for which it may use either restricted or unrestricted
net assets, it generally uses restricted net assets first. Net assets on the Statement of Net Assets
include the following:

Net Investment in Capital Assets, net of Related Debt — Consists of capital assets including
restricted capital assets, net of accurnulated depreciation and reduced by the outstanding balances
of any bonds, mortgages, notes or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets,

Restricted For Other Purposes — It consist of assets that are restricted by the School District’s
creditors, by the state enabling legislation, by grantors and by other contributors,

Restricted For Capital Projects — The component of net assets that report the amount of revenue
from bond proceeds, grants, and special assessments in excess of expenditures. These funds are
restricted for the construction or acquisition of capital assets.

Unrestricted ~ All other net assets that do not meet the definition of “Restricted for Other
Purposes” or “Net Investment in Capital Assets, net of Related Debi”.
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Middlesex School District
Notes to Financial Statements (continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund Based Financial Statements:
In the fund financial statements, governmental funds report fund balances as unassigned,
assigned, restricted, committed, spendable, or non-spendable fund balance.

Unassigned Fund Balance — That portion of the general fund, fund balance that contains all
spendable amounts not contained in the other classifications. It is used in other funds only to
report a deficit.

Assigned Fund Balance — Includes amounts intended to be used by the government for specific
purposes, as determined by the Board, but do not meet the criteria to be classified as restricted or
committed. In governmental funds other than the general fund, assigned fund balance represents
the remaining amount that is not restricted or committed.

Restricted Fund Balance — Includes amounts constrained to specific purposes stipulated by
constitution, external resource providers (grantors and contributors), or through enabling
legislation.

Committed Fund Balance — Includes amounts constrained for the specific purposes determined
by a formal action of the government’s highest level of decision-making authority, generally the

voters.

Spendable Fund Balance — The portion of the permanent fund balance that is available to be
spent on the designated purpose of the fund.

Non-spendable Fund Balance ~ The portion of the permanent fund balance that has to be
maintained, and cannot be spent, or an asset such as inventory or prepaid that are not expected to
be converted to cash.

Function and Object Codes:
Function and object codes refer to the account code structure prescribed by the Vermont
Department of Education. The Vermont Department of Education requires School District to use
these codes in order to insure accuracy in building and maintaining a statewide database for

policy development and funding plans.

Memorandum Only Columns:
The total columns are captioned "memorandum only" because they do not represent consolidated

financial information and are presented only to make financial analysis easier. Data in these
columns do not present financial position, results of operations, or cash flows in
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Middlesex School District
Notes to Financial Statements {continued)
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

accordance with GAAP. Interfund eliminations have not been made in the aggregation of this
data.

NOTE 2 - CASH, CASH EQUIVALENTS. AND REPURCHASE AGREEMENTS

Cash and cash equivalent deposits with financial institutions at June 30th amounted to $148,803.
As major revenues are received during the year bank deposits may temporarily exceed insured
limits. — ‘

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of any investments. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates.

The School District’s investment policy does not limit investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Custodial Credit Risk:

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, the School District would not be able to recover its deposits or will not be
able to recover collateral securities that are in the possession of an outside party.

FDIC insures all accounts held by the same financial institution up to a combined total of
$250,000. There are some special provisions which increase this limit.

Concentration of Credit Risk:
The policy of the School District contains no limitations on the amount that can be on deposit in
any one financial institution.

The cash deposits held at financial institutions and cash on hand can be categorized according to
four levels of risk.

These four levels of risk are as follows:
Category 1 Repurchase Agreements - Deposits which are invested in government

securities held by the School District or by its agent in the School
District’s name.
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