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INDEPENDENT AUDITOR’S REPORT 
 
 
Governing Board 
Nadaburg Unified School District No. 81 
 
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 Nadaburg Unified School District No. 81 (District), as of and for 
the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the 
District’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 
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 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, each major fund, and the aggregate remaining fund 
information of the Nadaburg Unified School District No. 81, as of June 30, 2014, and the respective changes in 
financial position thereof for the year then ended in accordance with accounting principles generally accepted 
in the United States of America. 
 
Change in Accounting Principle 
As described in Note 1, the District implemented the provisions of the Governmental Accounting Standards 
Board (GASB) Statement No. 65, Items Previously Reported as Assets and Liabilities, for the year ended 
June 30, 2014, which represents a change in accounting principle.  Our opinion is not modified with respect to 
this matter. 
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Other Matters 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 5 through 14 and budgetary comparison information on pages 50 through 52 
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 District’s basic financial statements as a whole.  The supplementary information, as listed in the 
table of contents, is presented for purposes of additional analysis and is not a required part of the basic 
financial statements.   
 
The supplementary information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the basic financial statements.  The 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 statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America.  In our opinion, the information is 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 March 17, 2015, on 
our consideration of Nadaburg Unified School District No. 81’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 the 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 Nadaburg Unified School District No. 81’s 
internal control over financial reporting and compliance. 
 
 
 
 
HEINFELD, MEECH & CO., P.C. 
CPAs and Business Consultants 
 
March 17, 2015 
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As management of the Nadaburg Unified School District No. 81 (District), we offer readers of 
the District’s financial statements this narrative overview and analysis of the financial activities 
of the District for the fiscal year ended June 30, 2014.  
 
FINANCIAL HIGHLIGHTS  

 
 The District’s total net position of governmental activities decreased $575,310 which 

represents a 3 percent decrease from the prior fiscal year primarily as a result of an 
increase in expenses due to an increase in average daily membership compared to the 
prior year.  

 
 General revenues accounted for $8.0 million in revenue, or 80 percent of all current fiscal 

year revenues.  Program specific revenue in the form of charges for services and grants 
and contributions accounted for $1.9 million or 20 percent of total current fiscal year 
revenues. 

 
 The District had approximately $10.5 million in expenses related to governmental 

activities, an increase of 12 percent from the prior fiscal year primarily due to an increase 
in average daily membership compared to the prior year.  

 
 Among major funds, the General Fund had $7.5 million in current fiscal year revenues, 

which primarily consisted of state aid and property taxes, and $7.6 million in 
expenditures.  The General Fund’s fund balance increased from $2.1 million at the prior 
fiscal year end to $2.2 million at the end of the current fiscal year.  

 
 
OVERVIEW OF FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to the District’s basic 
financial statements.  The District’s basic financial statements comprise three components:  1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements.  This report also contains other supplementary information in addition to the basic 
financial statements themselves. 
 
Government-wide financial statements.  The government-wide financial statements are 
designed to provide readers with a broad overview of the District’s finances, in a manner similar 
to a private-sector business.   The accrual basis of accounting is used for the government-wide 
financial statements. 
 
The statement of net position presents information on all of the District’s assets, liabilities, and 
deferred inflows/outflows of resources with the difference reported as net position.  Over time, 
increases or decreases in net position may serve as a useful indicator of whether the financial 
position of the District is improving or deteriorating. 
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OVERVIEW OF FINANCIAL STATEMENTS (Cont’d) 
 
The statement of activities presents information showing how the District’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.  
Thus, revenues and expenses are reported in this statement for some items that will only result in 
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused compensated 
absences). 
 
The government-wide financial statements outline functions of the District that are principally 
supported by property taxes and intergovernmental revenues.  The governmental activities of the 
District include instruction, support services, operation and maintenance of plant services, 
student transportation services, operation of non-instructional services, and interest on long-term 
debt. 
 
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 uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements.  All of the funds of the District can be divided into two categories:  governmental 
funds and fiduciary funds. 
 

Governmental funds.  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 use the modified accrual basis of accounting and focus on near-term inflows of 
spendable resources, as well as on balances of spendable resources available at the end of the 
fiscal year.  Such information may be useful in evaluating the District’s near-term financing 
requirements.  

 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements. By doing so, readers may better understand the long-term impact of the 
District’s near-term financing decisions.  Both the governmental fund balance sheet and the 
governmental fund statement of revenues, expenditures and changes in fund balances provide 
a reconciliation to facilitate this comparison between governmental funds and governmental 
activities. 
 
Information is presented separately in the governmental fund balance sheet and in the 
governmental fund statement of revenues, expenditures and changes in fund balances for the 
General, E-Rate, and Debt Service Funds, all of which are considered to be major funds.  
Data from the other governmental funds are combined into a single, aggregated presentation.  
Individual fund data for each of these non-major governmental funds is provided in the form 
of combining schedules.  



NADABURG UNIFIED SCHOOL DISTRICT NO. 81 
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

YEAR ENDED JUNE 30, 2014 
 
 
 

Page 7 

OVERVIEW OF FINANCIAL STATEMENTS (Concl’d) 
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of 
parties outside the District.  Fiduciary funds are not reflected in the government-wide 
financial statements because the resources of those funds are not available to support the 
District’s own programs.  Due to their custodial nature, the fiduciary funds do not have a 
measurement focus. 

 
Notes to the financial statements.  The notes provide additional information that is essential to 
a full understanding of the data provided in the government-wide and fund financial statements.  
The notes to the financial statements can be found immediately following the basic financial 
statements. 
 
Other information.  In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information concerning the District’s budget 
process.  The District adopts an annual expenditure budget for all governmental funds.  A 
schedule of revenues, expenditures and changes in fund balances – budget and actual has been 
provided for the General Fund and major Special Revenue Fund as required supplementary 
information. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Net position may serve over time as a useful indicator of a government’s financial position.  In 
the case of the District, assets exceeded liabilities by $21.3 million at the current fiscal year end. 
 
The largest portion of the District’s net position reflects its investment in capital assets (e.g., land 
and improvements, buildings and improvements, vehicles, furniture and equipment and 
construction in progress), less any related outstanding debt used to acquire those assets.  The 
District uses these capital assets to provide services to its students; consequently, these assets are 
not available for future spending.  Although the District’s investment in its capital assets is 
reported net of related outstanding debt, it should be noted that the resources needed to repay this 
debt must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities.  In addition, a portion of the District’s net position represents resources 
that are subject to external restrictions on how they may be used.  The remaining balance is 
unrestricted and may be used to meet the District’s ongoing obligations to its citizens and 
creditors.  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont’d) 
 
The following table presents a summary of the District’s net position for the fiscal years ended  
June 30, 2014 and June 30, 2013. 

 
 As of

June 30, 2014
 As of 

June 30, 2013
Current and other assets 4,698,354  $       4,716,546 
Capital assets, net 18,629,393  18,737,102 

Total assets 23,327,747  23,453,648 
  
Current and other liabilities 529,467  245,503 
Long-term liabilities 1,521,037  1,355,592 

Total liabilities 2,050,504  1,601,095 
  
Net position:  

Net investment in capital assets 17,204,308  17,442,102 
Restricted 1,310,159  1,653,742 
Unrestricted 2,762,776  2,756,709 

Total net position 21,277,243  $     21,852,553 
 
At the end of the current fiscal year the District reported positive balances in all three categories 
of net position.  The same situation held true for the prior fiscal year. 
 
The District’s financial position is the product of several financial transactions including the net 
result of activities, the acquisition and payment of debt, acquisition and disposal of capital assets, 
and the depreciation of capital assets.  The following are significant current year transactions that 
had an impact on the Statement of Net Position.   
 

 The principal retirement of $140,000 of bonds. 
 

 Depreciation expense of capital assets resulted in an increase in accumulated depreciation 
of $643,846. 
 

 The addition of $537,015 in capital assets primarily due to the acquisition of three school 
busses acquired through a capital lease.  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont’d) 
 
Changes in net position.  The District’s total revenues for the current fiscal year were $9.9 
million.  The total cost of all programs and services was $10.5 million.  The following table 
presents a summary of the changes in net position for the fiscal years ended June 30, 2014 and 
June 30, 2013. 

 
Fiscal Year Ended

June 30, 2014
Fiscal Year Ended

June 30, 2013
Revenues: 

Program revenues: 
Charges for services $             229,020  $            119,340  
Operating grants and contributions 1,546,639  1,483,833  
Capital grants and contributions 164,490  70,290  

General revenues:  
Property taxes 2,507,059  2,478,786  
Investment income 11,501  13,622  
Unrestricted county aid 407,035  360,880  
Unrestricted state aid 5,012,822  4,092,356  
Unrestricted federal aid 17,194  7,721  
Total revenues 9,895,760  8,626,828  

Expenses:  
Instruction 6,256,828  5,396,584  
Support services – students and staff 869,391  751,766  
Support services – administration 982,921  958,339  
Operation and maintenance of plant services 926,266  852,397  
Student transportation services 941,180  954,157  
Operation of non-instructional services 443,418  418,030  
Interest on long-term debt 51,066  56,138  

Total expenses 10,471,070  9,387,411  
Changes in net position (575,310) (760,583)

Net position, beginning 21,852,553  22,613,136  
Net position, ending $        21,277,243  $       21,852,553  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont’d) 
 

 
 
The following are significant current year transactions that had an impact on the change in net 
position. 
 

 Instruction expenses increased by $860,244 primarily due to the increase in average daily 
membership compared to the prior year and increase in high school students living within 
the District’s boundaries.  

 Increase in unrestricted state aid of $920,466 primarily due to the increase in state 
equalization assistance due to an increase in average daily membership.  

 
The following table presents the cost of the District’s major functional activities.  The table also 
shows each function’s net cost (total cost less charges for services generated by the activities and 
intergovernmental aid provided for specific programs).  The net cost shows the financial burden 
that was placed on the State and District’s taxpayers by each of these functions. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Concl’d) 
 

 Year Ended June 30, 2014 Year Ended June 30, 2013 
       Total 

Expenses  
Net (Expense)/

Revenue 
      Total 

Expenses 
Net (Expense)/

Revenue 
Instruction $    6,256,828 $    (4,963,562) $   5,396,584  $   (4,393,257)
Support services – students and staff 869,391 (725,731) 751,766  (554,996)
Support services – administration 982,921 (964,188) 958,339  (922,819)
Operation and maintenance of plant services 926,266 (923,581) 852,397  (850,296)
Student transportation services 941,180 (941,180) 954,157  (925,695)
Operation of non-instructional services 443,418 38,387  418,030  (10,747)
Interest on long-term debt 51,066 (51,066) 56,138  (56,138)

Total $  10,471,070 $    (8,530,921) $   9,387,411  $   (7,713,948)
 

 The cost of all governmental activities this year was $10.5 million. 
 

 Federal and State governments and charges for services subsidized certain programs with 
grants and contributions and other local revenues of $1.9 million. 

 
 Net cost of governmental activities of $8.5 million was financed by general revenues, 

which are made up of primarily property taxes of $2.5 million and state aid of $5.0 
million.   

 
 
FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 
 
As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental funds.  The focus of the District’s governmental funds is to provide information 
on near-term inflows, outflows, and balances of spendable resources.  Such information is useful 
in assessing the District’s financing requirements.  In particular, unassigned fund balance may 
serve as a useful measure of the District’s net resources available for spending at the end of the 
fiscal year. 
 
The financial performance of the District as a whole is reflected in its governmental funds. As 
the District completed the year, its governmental funds reported a combined fund balance of $3.3 
million, a decrease of $349,675 due primarily to an increase in instructional expenditures related 
to an increase in average daily membership.  
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS (Concl’d) 
 
The General Fund comprises 65 percent of the total fund balance.  Approximately $2.1 million, 
or 99 percent of the General Fund’s fund balance is unassigned. 
 
The General Fund is the principal operating fund of the District.  Fund balance increased 
$23,646 to $2.2 million as of fiscal year end.  General Fund revenues increased by $872,429 
from the prior year as a result of an increase in state aid and grants.  The General Fund’s 
expenditures increased $830,000 in conjunction with the increase in student enrollment. 
 
The fund balance decrease in the E-Rate Fund of $937 to $53,706 as of the fiscal year end was 
insignificant.  
 
The Debt Service Fund’s fund balance decrease of $13,045 to $24,603 as of fiscal year end was 
due to the District meeting the debt service requirements related to bonded debt.  
 
 
BUDGETARY HIGHLIGHTS 
 
Over the course of the year, the District revised the General Fund annual expenditure budget for 
changes in student counts. The difference between the original budget and the final amended 
budget was a $487,341 increase, or 7 percent. 
 
Significant variances for the final amended budget and actual revenues resulted from the District 
not being required by the State of Arizona to prepare a revenue budget. A schedule showing the 
original and final budget amounts compared to the District’s actual financial activity for the 
General Fund is provided in this report as required supplementary information.  The significant 
variances are summarized as follows: 
 

 The favorable variance of $214,280 in student transportation services was a result of 
reducing maintenance expense. 
 

 The unfavorable variance of $108,081 in instruction was a result of hiring additional 
instructional staff due to the increase in average daily membership.  

 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets.  At year end, the District had invested $25.1 million in capital assets, including 
school buildings, athletic facilities, buses and other vehicles, and other equipment.  This amount 
represents a net increase prior to depreciation of $379,000 from the prior fiscal year.  Total 
depreciation expense for the current fiscal year was $643,846. 
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CAPITAL ASSETS AND DEBT ADMINISTRATION (Concl’d) 
 
The following schedule presents a summary of capital asset balances for the fiscal years ended  
June 30, 2014 and June 30, 2013. 
 

  As of  
June 30, 2014

As of  
June 30, 2013 

Capital assets – non-depreciable  $      1,582,217 $     1,582,217 
Capital assets – depreciable, net   17,047,176 17,154,885

Total  $    18,629,393 $   18,737,102
 
Additional information on the District’s capital assets can be found in Note 6. 
 
Debt Administration.  At year end, the District had $1.4 million in long-term debt outstanding, 
$209,265 due within one year.  This represents a net increase of $130,085. 
 

The District’s general obligation bonds are subject to two limits; the Constitutional debt limit 
(total debt limit) on all general obligation bonds (up to 30 percent of the total secondary assessed 
valuation) and the statutory debt limit on Class B bonds (the greater of 20 percent of the 
secondary assessed valuation or $1,500 per student).  The current total debt limitation for the 
District is $15.3 million and the Class B debt limit is $10.2 million, which are more than the 
District’s total outstanding general obligation and Class B debt, respectively. 
 

Additional information on the District’s long-term debt can be found in Notes 7 through 9. 
 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 
 
Many factors were considered by the District’s administration during the process of developing 
the fiscal year 2014-15 budget.  Among them: 
 

 Fiscal year 2013-14 budget balance carry forward (estimated $165,780). 
 District student population (estimated 770). 
 Employee salaries. 

 
Also considered in the development of the budget is the local economy and inflation of the 
surrounding area. 
 
Budgeted expenditures in the General Fund decreased 1 percent to $7.1 million in fiscal year 
2014-15.  State aid and property taxes are expected to be the primary funding sources.  No new 
programs were added to the 2014-15 budget. 
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CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens, taxpayers, and investors and creditors 
with a general overview of the District’s finances and to demonstrate the District’s accountability 
for the resources it receives.  If you have questions about this report or need additional 
information, contact the Business Services Division, Nadaburg Unified School District No. 81, 
32919 Center Street, Wittmann, Arizona  85361. 
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GOVERNMENT-WIDE FINANCIAL STATEMENTS



ASSETS
Current assets:

Cash and investments
Property taxes receivable
Accounts receivable
Deposits
Due from governmental entities

Total current assets

Noncurrent assets:
Land
Land improvements
Buildings and improvements
Vehicles, furniture and equipment
Accumulated depreciation

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:

Accounts payable
Accrued payroll and employee benefits
Compensated absences payable
Accrued interest payable
Unearned revenues
Obligations under capital leases
Bonds payable

Total current liabilities

Noncurrent liabilities:
Non-current portion of long-term obligations

Total noncurrent liabilities
Total liabilities

NET POSITION
Net investment in capital assets
Restricted for:

Voter approved initiatives
Federal and state projects
Food service
Extracurricular activities
Other local initiatives
Debt service
Capital outlay

Unrestricted
Total net position

Governmental 
Activities

$ 2,255,118
624,412

3,367
14,355

1,801,102
4,698,354

1,582,217
2,071,414

18,347,881
3,052,118

(6,424,237)
18,629,393
23,327,747

104,634
361,633

7,555
24,981
38,219
64,265

145,000
746,287

1,304,217
1,304,217
2,050,504

17,204,308

303,962
192,100
109,611
237,515
23,186
38,390

405,395
2,762,776

$ 21,277,243

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
STATEMENT OF NET POSITION

JUNE 30, 2014

The notes to the basic financial statements are an integral part of this statement.
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Program Revenues

Net (Expense) 
Revenue and 

Changes in Net 
Position

Functions/Programs
Governmental activities:

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services
Interest on long-term debt

Total governmental activities

Expenses

$ 6,256,828
869,391
982,921
926,266
941,180
443,418
51,066

$ 10,471,070

Charges for 
Services

$ 142,061

422

86,537

$ 229,020

Operating Grants 
and Contributions

$ 986,715
143,660
18,733
2,263

395,268

$ 1,546,639

Capital Grants 
and Contributions

$ 164,490

$ 164,490

Governmental 
Activities

$ (4,963,562)
(725,731)
(964,188)
(923,581)
(941,180)

38,387
(51,066)

(8,530,921)

General revenues:
Taxes:

Property taxes, levied for general purposes
Property taxes, levied for debt service
Property taxes, levied for capital outlay

Investment income
Unrestricted county aid
Unrestricted state aid
Unrestricted federal aid

Total general revenues

Changes in net position

Net position, beginning of year

Net position, end of year

2,325,072
181,548

439
11,501

407,035
5,012,822

17,194
7,955,611

(575,310)

21,852,553

$ 21,277,243

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2014
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The notes to the basic financial statements are an integral part of this statement.
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FUND FINANCIAL STATEMENTS 



ASSETS
Cash and investments
Property taxes receivable
Accounts receivable
Deposits
Due from governmental entities

Total assets

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND 
FUND BALANCES
Liabilities:

Accounts payable
Accrued payroll and employee benefits
Unearned revenues
Bonds payable
Bond interest payable

Total liabilities

Deferred inflows of resources:
Unavailable revenues - property taxes
Unavailable revenues - intergovernmental

Total deferred inflows of resources

Fund balances:
Nonspendable
Restricted
Unassigned

Total fund balances

Total liabilities, deferred inflows of resources
and fund balances

General

$ 1,018,777
606,482

1,400,278
$ 3,025,537

$ 56,484
255,325

311,809

550,230

550,230

25,240

2,138,258
2,163,498

$ 3,025,537

E-Rate

$ 53,706

138,394
$ 192,100

$

138,394
138,394

53,706

53,706

$ 192,100

Debt Service

$ 190,441
17,930

$ 208,371

$

145,000
24,981

169,981

13,787

13,787

24,603

24,603

$ 208,371

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
 BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2014
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The notes to the basic financial statements are an integral part of this statement.



Non-Major 
Governmental 

Funds

$ 992,194

3,367
14,355

262,430
$ 1,272,346

$ 48,150
106,308
38,219

192,677

1,079,669

1,079,669

$ 1,272,346

Total 
Governmental 

Funds

$ 2,255,118
624,412

3,367
14,355

1,801,102
$ 4,698,354

$ 104,634
361,633
38,219

145,000
24,981

674,467

564,017
138,394
702,411

25,240
1,157,978
2,138,258
3,321,476

$ 4,698,354
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Total governmental fund balances 3,321,476$                

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

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

Governmental capital assets 25,053,630$    
Less accumulated depreciation (6,424,237) 18,629,393

Some receivables will not be available to pay for current period
expenditures and, therefore, are reported as unavailable
revenues in the funds.

Property taxes 564,017
Intergovernmental 138,394 702,411

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds.

Compensated absences payable (95,952)
Obligations under capital leases (270,085)
Bonds payable (1,010,000) (1,376,037)

Net position of governmental activities 21,277,243$              

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION
JUNE 30, 2014
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The notes to the basic financial statements are an integral part of this statement.



Revenues:
Other local
Property taxes
State aid and grants
Federal aid, grants and reimbursements

Total revenues

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Debt service -

Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out
Capital lease agreements

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances, end of year

General

$ 466,521
2,313,710
4,740,790

17,194
7,538,215

4,381,254
679,104
841,580
845,401
816,781

8,079
2,598

7,574,797

(36,582)

60,228

60,228

23,646

2,139,852

$ 2,163,498

E-Rate

$ 29

117,726
117,755

94,791

11,827
6,139

5,935

118,692

(937)

(937)

54,643

$ 53,706

Debt Service

$ 429
181,713

182,142

145,000
50,187

195,187

(13,045)

(13,045)

37,648

$ 24,603

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2014
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The notes to the basic financial statements are an integral part of this statement.



Non-Major 
Governmental 

Funds

$ 354,866
439

599,188
1,060,636
2,015,129

1,193,975
153,525
20,633
2,222
4,725

419,684
788,682

72,310
879

2,656,635

(641,506)

(60,228)
342,395
282,167

(359,339)

1,439,008

$ 1,079,669

Total 
Governmental 

Funds

$ 821,845
2,495,862
5,339,978
1,195,556
9,853,241

5,670,020
832,629
862,213
859,450
827,645
427,763
797,215

217,310
51,066

10,545,311

(692,070)

60,228
(60,228)
342,395
342,395

(349,675)

3,671,151

$ 3,321,476
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Net changes in fund balances - total governmental funds (349,675)$       

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

Governmental funds report the portion of capital outlay for capitalized assets as expenditures. 
However, in the Statement of Activities, the costs of those assets are allocated over their
estimated useful lives as depreciation expense.

Expenditures for capitalized assets 537,015$            
Less current year depreciation (643,846) (106,831)

Issuance of long-term debt provides current financial resources to governmental funds, 
 but the issuance increases long term liabilities in the Statement of Net Position.

Obligations under capital leases (342,395)

Some revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds.

Property taxes 11,197
Intergovernmental 31,322 42,519

Repayments of long-term debt principal are expenditures in the governmental 
funds, but the repayment reduces long-term liabilities in the Statement of
Net Position.

Capital lease principal retirement 72,310                
Bond principal retirement 145,000 217,310

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and, therefore, are not reported as 
expenditures in governmental funds.

Loss on disposal of capital assets (878)
Compensated absences (35,360) (36,238)

Change in net position in governmental activities (575,310)$      

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

 IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2014
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ASSETS
Cash and investments

Total assets

LIABILITIES
Due to student groups

Total liabilities

Agency

$ 4,717
$ 4,717

$ 4,717
$ 4,717

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
STATEMENT OF ASSETS AND LIABILITIES

FIDUCIARY FUNDS
JUNE 30, 2014
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The notes to the basic financial statements are an integral part of this statement.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Nadaburg Unified School District No. 81 (District) have been 
prepared in conformity with accounting principles generally accepted in the United States of 
America as applied to government units.  The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. 
 
During the year ended June 30, 2014, the District implemented the provisions of GASB 
Statement No. 65, Items Previously Reported as Assets and Liabilities.  GASB Statement  
No. 65 establishes accounting and financial reporting standards that reclassify, as deferred 
outflows of resources or deferred inflows of resources, certain items that were previously 
reported as assets and liabilities and recognizes, as outflows of resources or inflows of 
resources, certain items that were previously reported as assets and liabilities. 
 
The more significant of the District’s accounting policies are described below. 
 
A. Reporting Entity 
 
The Governing Board is organized under Section 15-321 of the Arizona Revised Statutes 
(A.R.S.).  Management of the District is independent of other state or local governments.  
The County Treasurer collects taxes for the District, but exercises no control over its 
expenditures/expenses. 
 
The membership of the Governing Board consists of five members elected by the public. 
Under existing statutes, the Governing Board’s duties and powers include, but are not limited 
to, the acquisition, maintenance and disposition of school property; the development and 
adoption of a school program; and the establishment, organization and operation of schools. 
 
The Board also has broad financial responsibilities, including the approval of the annual 
budget, and the establishment of a system of accounting and budgetary controls. 
 
The financial reporting entity consists of a primary government and its component units.  A 
component unit is a legally separate entity that must be included in the reporting entity in 
conformity with generally accepted accounting principles.  The District is a primary 
government because it is a special-purpose government that has a separately elected 
governing body, is legally separate, and is fiscally independent of other state or local 
governments.  Furthermore, there are no component units combined with the District for 
financial statement presentation purposes, and the District is not included in any other 
governmental reporting entity.  Consequently, the District’s financial statements include only 
the funds of those organizational entities for which its elected governing board is financially 
accountable.  The District’s major operations include education, student transportation, 
construction and maintenance of District facilities, and food services. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
B. Government-Wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net position and the 
statement of activities) present financial information about the District as a whole.  The 
reported information includes all of the nonfiduciary activities of the District.  For the most 
part, the effect of internal activity has been removed from these statements.  These statements 
are to distinguish between the governmental and business-type activities of the District.  
Governmental activities normally are supported by taxes and intergovernmental revenues, 
and are reported separately from business-type activities, which rely to a significant extent on 
fees and charges for support.  The District does not have any business-type activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenues include 1) charges 
to customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment and 2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or 
segment.  Taxes, unrestricted Federal, State and County aid, and other items not included 
among program revenues are reported instead as general revenues. 
 
Separate financial statements are provided for governmental funds and fiduciary funds, even 
though the latter are excluded from the government-wide financial statements.  Major 
individual governmental funds are reported as separate columns in the fund financial 
statements. 
 
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
Government-Wide Financial Statements – The government-wide financial statements are 
reported using the economic resources measurement focus and the accrual basis of 
accounting.  Revenues are recorded when earned and expenses are recorded when a liability 
is incurred, regardless of the timing of related cash flows.  Property taxes are recognized as 
revenues in the year for which they are levied.  Grants and similar items are recognized as 
revenue as soon as all eligibility requirements imposed by the grantor or provider have been 
met.  As a general rule, the effect of internal activity has been eliminated from the 
government-wide financial statements; however, the effects of interfund services provided 
and used between functions are reported as expenses and program revenues at amounts 
approximating their external exchange value. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
Fund Financial Statements – Governmental fund financial statements are reported using the 
current financial resources measurement focus and the modified accrual basis of accounting.  
Revenues are recognized as soon as they are both measurable and available.  Revenues are 
considered to be available when they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period.  For this purpose, the District considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal 
period.  Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, debt service expenditures, as well as expenditures related to 
compensated absences, and claims and judgments, are recorded only when payment is due.  
As permitted by generally accepted accounting principles the District applies the “early 
recognition” option for debt service payments.  Property tax resources are provided in the 
Debt Service Fund during the current year for the payment of debt service principal and 
interest due early in the following year (less than one month).  Therefore, the expenditures 
and related liabilities have been recognized in the current period. 
 
Property taxes, Federal, State and County aid and investment income associated with the 
current fiscal period are all considered to be susceptible to accrual and have been recognized 
as revenues of the current fiscal period.  Food services and miscellaneous revenues are not 
susceptible to accrual because generally they are not measurable until received in cash.  
Grants and similar awards are recognized as revenue as soon as all eligibility requirements 
imposed by the grantor or provider have been met.  Unearned revenues arise when resources 
are received by the District before it has legal claim to them, as when grant monies are 
received prior to meeting all eligibility requirements imposed by the provider. 
 
Delinquent property taxes and other receivables that will not be collected within the available 
period have been reported as unavailable revenues on the governmental fund financial 
statements. 
 
The focus of governmental fund financial statements is on major funds rather than reporting 
funds by type.  Each major fund is presented in a separate column.  Non-major funds are 
aggregated and presented in a single column.  Fiduciary funds are reported by fund type.   
 
The District reports the following major governmental funds: 
 

General Fund – The General Fund is the District’s primary operating fund.  It accounts 
for all resources used to finance District maintenance and operation except those required 
to be accounted for in other funds.  The General Fund includes the District’s Maintenance 
and Operation Fund as well as the certain activities budgeted in separate funds in 
accordance with A.R.S.  These funds are maintained as separate funds for budgetary 
purposes but do not meet the criteria for separate reporting in the financial statements. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
E-Rate Fund – The E-Rate Fund accounts for financial assistance received for broadband 
internet and telecommunication costs. 
 
Debt Service Fund – The Debt Service Fund accounts for the accumulation of resources 
for, and the payment of, long-term debt principal, interest and related costs. 
 

Additionally, the District reports the following fund type: 
 
Fiduciary Fund – The Fiduciary Fund is an Agency Fund which account for resources 
held by the District on behalf of others.  This fund type includes the Student Activities 
Fund, which accounts for monies raised by students to finance student clubs and 
organizations held by the District as an agent.   
 

The agency fund is custodial in nature and does not have a measurement focus and is 
reported on the accrual basis of accounting.  The agency fund is reported by fund type. 
 
D. Cash and Investments 
 
A.R.S. require the District to deposit all cash with the County Treasurer, except as discussed 
below.  Cash with the County Treasurer is pooled for investment purposes, except for cash of 
the Debt Service and Bond Building Funds that may be invested separately.  Interest earned 
from investments purchased with pooled monies is allocated to each of the District’s funds 
based on their average balances.  As required by statute, interest earnings of the Bond 
Building Fund are recorded initially in that fund, but then transferred to the Debt Service 
Fund.  All investments are stated at fair value. 
 
Statute authorizes the District to separately invest monies of the Bond Building and Debt 
Service Funds in the State Treasurer’s investment pools; obligations issued and guaranteed 
by the United States or any of its agencies or instrumentalities; specified state and local 
government bonds and notes; and interest bearing savings accounts or certificates of deposit. 
 
Statute authorizes the District to deposit monies of the Auxiliary Operations and Student 
Activities Funds in bank accounts.  Monies in these funds may also be invested.  In addition, 
statute authorizes the District to maintain various bank accounts such as clearing accounts to 
temporarily deposit receipts before they are transmitted to the County Treasurer; revolving 
accounts to pay minor disbursements; and withholdings accounts for taxes and employee 
insurance programs.  Some of these bank accounts may be interest bearing. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
Statute does not include any requirements for credit risk, concentration of credit risk, interest 
rate risk, or foreign currency risk.  Statute requires collateral for deposits of Bond Building 
and Debt Service Funds monies in interest bearing savings accounts and certificates of 
deposit at 101 percent of all deposits not covered by federal depository insurance. 
 
E. Investment Income 
 
Investment income is composed of interest, dividends, and net changes in the fair value of 
applicable investments.  Investment income is included in other local revenue in the 
governmental fund financial statements. 
 
F. Receivables and Payables 
 
Activity between funds that is representative of lending/borrowing arrangements outstanding 
at the end of the fiscal year is referred to as either “due to/from other funds” (i.e., the current 
portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of 
interfund loans).  All other outstanding balances between funds are reported as “due to/from 
other funds.”  Interfund balances between governmental funds are eliminated on the 
Statement of Net Position. 
 
All receivables, including property taxes receivable, are shown net of an allowance for 
uncollectibles. 
 
G. Property Tax Calendar 
 
Property tax levies are calculated by applying tax rates against both the primary assessed 
valuation and the secondary assessed valuation.  Primary and secondary valuation categories 
are composed of the exact same properties.  However, the primary category limits the 
increase in property values to 10% from the previous year, while there is no limit to the 
increase in property values for secondary valuation.  Override and debt service tax rates are 
applied to the secondary assessed valuation and all other tax rates are applied to the primary 
assessed valuation. 
 
The County levies real property taxes on or before the third Monday in August, which 
become due and payable in two equal installments.  The first installment is due on the first 
day of October and becomes delinquent after the first business day of November.  The 
second installment is due on the first day of March of the next year and becomes delinquent 
after the first business day of May.  The billings are considered past due after these dates, at 
which time the applicable property is subject to penalties and interest. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
The County also levies various personal property taxes during the year, which are due the 
second Monday of the month following receipt of the tax notice, and become delinquent 30 
days thereafter. 
 
Pursuant to A.R.S., a lien against assessed real and personal property attaches on the first day 
of January preceding assessment and levy; however according to case law, an enforceable 
legal claim to the asset does not arise. 
 
H. Prepaid Items 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items in both the government-wide and fund financial statements. 
Prepaid items are recorded as expenses when consumed on the government-wide financial 
statements and as expenditures when purchased on the fund financial statements. 
 
I. Capital Assets 
 
Capital assets, which include land and improvements; buildings and improvements; vehicles, 
furniture, and equipment; and construction in progress, are reported in the government-wide 
financial statements. 
 
Capital assets are defined by the District as assets with an initial, individual cost in excess of 
$5,000 and an estimated useful life of more than one year.  Such assets are recorded at 
historical cost, or estimated historical cost if actual historical cost is not available.  Donated 
capital assets are recorded at the 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 the life of the asset are not capitalized. 
 
Capital assets are depreciated using the straight-line method over the following estimated 
useful lives: 
 

Land improvements 10 – 25 years 
Buildings and improvements 7 – 50 years 
Vehicles, furniture and equipment 5 – 20 years 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
J. Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of financial position may report a separate section for 
deferred outflows of resources.  This separate financial statement element, deferred outflows 
of resources, represents a consumption of net position that applies to a future period and so 
will not be recognized as an outflow of resources (expense/expenditure) until then.  The 
District did not have any items that qualified for reporting in this category.  
 
In addition to liabilities, the statement of financial position may report a separate section for 
deferred inflows of resources.  This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position that applies to a future period and so will 
not be recognized as an inflow of resources (revenue) until that time.   
 
K. Compensated Absences 
 
The District’s employee vacation and sick leave policies generally provide for granting 
vacation and sick leave with pay in varying amounts.  Only benefits considered vested are 
recognized in the financial statements.  The liability for vacation and sick leave is reported in 
the government-wide financial statements.  A liability for these amounts is reported in 
governmental funds only if they have matured, for example, as a result of employee leave, 
resignations and retirements.  Generally, resources from the General Fund are used to pay for 
compensated absences. 
 
L. Long-term Obligations 
 
In the government-wide financial statements, long-term debt and other long-term obligations 
are reported as liabilities on the statement of net position.  Bond premiums and discounts, as 
well as the difference between the reacquisition price and the net carrying amount of the old 
debt, are deferred and amortized over the life of the bonds using the straight-line method over 
the term of the related debt. 
 
In the fund financial statements, governmental fund types recognize bond premiums and 
discounts, as well as bond issuance costs, during the current period.  The face amount of debt 
issued is reported as other financing sources.  Premiums received on debt issuances are 
reported as other financing sources while discounts on debt issuances are reported as other 
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds 
received, are reported as debt service expenditures. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concl’d) 
 
M. Interfund Activity 
 
Flows of cash from one fund to another without a requirement for repayment are reported as 
interfund transfers.  Interfund transfers between governmental funds are eliminated in the 
Statement of Activities.  Interfund transfers in the fund financial statements are reported as 
other financing sources/uses in governmental funds.  
 
N. Net Position Flow Assumption 
 
In the government-wide financial statements the District applies restricted resources first 
when outlays are incurred for purposes for which either restricted or unrestricted amounts are 
available. 
 
O. Estimates 
 
The preparation of the financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates 
and assumptions that affect the amounts reported in the financial statements and 
accompanying notes. Actual results may differ from those estimates. 
 

 
NOTE 2 – FUND BALANCE CLASSIFICATIONS 

 
Fund balances of the governmental funds are reported separately within classifications based 
on a hierarchy of the constraints placed on the use of those resources.  The classifications are 
based on the relative strength of the constraints that control how the specific amounts can be 
spent.  The classifications are nonspendable, restricted, and unrestricted, which includes 
committed, assigned, and unassigned fund balance classifications. 
 
Nonspendable.  The nonspendable fund balance classification includes amounts that cannot 
be spent because they are not in spendable form, or legally or contractually required to be 
maintained intact.  The District has a nonspendable balance of $25,240 in the General Fund 
that is legally required to be maintained intact until July 13, 2015. 
 
Restricted.  Fund balance is reported as restricted when constraints placed on the use of 
resources are either externally imposed by creditors (such as through debt covenants), 
grantors, contributors, or laws or regulations of other governments or is imposed by law 
through constitutional provisions or enabling legislation. 
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NOTE 2 – FUND BALANCE CLASSIFICATIONS (Cont’d) 
 
Committed.  The committed fund balance classification includes amounts that can be used 
only for the specific purposes imposed by formal action of the Governing Board.  Those 
committed amounts cannot be used for any other purpose unless the Governing Board 
removes or changes the specified use by taking the same type of action it employed to 
previously commit those amounts.  The District does not have a formal policy or procedures 
for the utilization of committed fund balance, accordingly, no committed fund balances 
amounts are reported. 
 
Assigned.  Amounts in the assigned fund balance classification are intended to be used by the 
District for specific purposes 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.  In the General Fund, 
assigned amounts represent intended uses established by the Governing Board or a 
management official delegated that authority by the formal Governing Board action.  The 
Board delegated the responsibility to the Business Office, however, no assignments of fund 
balance are presented. 
 
Unassigned.  Unassigned fund balance is the residual classification for the General Fund and 
includes all spendable amounts not contained in the other classifications. In other 
governmental funds, the unassigned classification is used only to report a deficit balance 
resulting from overspending for specific purposes for which amounts had been restricted, 
committed, or assigned. 
 
The District applies restricted resources first when outlays are incurred for purposes for 
which either restricted or unrestricted (committed, assigned, and unassigned) amounts are 
available.  Similarly, within unrestricted fund balance, committed amounts are reduced first 
followed by assigned, and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of the unrestricted fund balance classifications could be 
used. 
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NOTE 2 – FUND BALANCE CLASSIFICATIONS (Concl’d) 
 

The table below provides detail of the major components of the District’s fund balance 
classifications at year end. 
 

 
General 

Fund
E-Rate 
Fund

Debt 
Service 
Fund  

Non-Major 
Governmental 

Funds
Fund Balances: 

Nonspendable: 
Contractual requirements $      25,240 $ $ $ 

Restricted:        
Debt service 24,603 
Capital projects 405,395 
Voter approved initiatives 303,962 
Federal projects 53,706 
Extracurricular activities 237,515 
Food service 109,611 
Other purposes 23,186 

Unassigned 2,138,258 
Total fund balances $ 2,163,498 $    53,706 $       24,603 $    1,079,669 

 
 
NOTE 3 – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

 
Excess Expenditures Over Budget – At year end, the District had expenditures in several 
funds that exceeded the budgets, however this does not constitute a violation of any legal 
provisions. 
 
 

NOTE 4 – CASH AND INVESTMENTS  
 
Custodial Credit Risk – Deposits.  Custodial credit risk is the risk that in the event of bank 
failure the District’s deposits may not be returned to the District.  The District does not have 
a deposit policy for custodial credit risk.  At year end, the carrying amount of the District’s 
deposits was $54,199 and the bank balance was $64,011.  
 
The County Treasurer’s pool is an external investment pool with no regulatory oversight.  
The pool is not required to register (and is not registered) with the Securities and Exchange 
Commission.  The fair value of each participant’s position in the County Treasurer 
investment pool approximates the value of the participant’s shares in the pool and the 
participants’ shares are not identified with specific investments. 
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NOTE 4 – CASH AND INVESTMENTS (Concl’d) 
 
At year end, the District’s investments consisted of the following. 

 
  Average Maturities  Fair Value 
County Treasurer’s investment pool  374 days  $       2,205,636
Total    $       2,205,636

 
Interest Rate Risk.  The District does not have a formal investment policy that limits 
investment maturities as a means of managing its exposure to fair value losses arising from 
increasing interest rates. 
 
Credit Risk.  The District has no investment policy that would further limit its investment 
choices.  As of year end, the District’s investment in the County Treasurer’s investment pool 
did not receive a credit quality rating from a national rating agency. 
 
Custodial Credit Risk - Investments.  The District’s investment in the County Treasurer’s 
investment pool represents a proportionate interest in the pool’s portfolio; however, the 
District’s portion is not identified with specific investments and is not subject to custodial 
credit risk.  
 
 

NOTE 5 – RECEIVABLES 
 
Receivable balances, net of allowance for uncollectibles, have been disaggregated by type 
and presented separately in the financial statements with the exception of due from 
governmental entities.  Due from governmental entities, net of allowance for uncollectibles, 
as of year end for the District’s individual major funds and non-major governmental funds in 
the aggregate, were as follows. 

 

 
General 

Fund E-Rate Fund  

Non-Major
Governmental 

Funds 
Due from other governmental entities:

Due from Federal government $        3,184 $      138,394 $        138,338 
Due from State government 1,397,094 124,092 

Net due from governmental entities $ 1,400,278 $      138,394 $        262,430 
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NOTE 6 – CAPITAL ASSETS 
 
A summary of capital asset activity for the current fiscal year follows. 

 

Governmental Activities 
Beginning
Balance Increase Decrease  

Ending
Balance

Capital assets, not being depreciated: 
Land $  1,582,217 $ $ $    1,582,217 

Total capital assets, not being depreciated 1,582,217 1,582,217 
Capital assets, being depreciated: 

Land improvements 2,065,757 5,657 2,071,414 
Buildings and improvements 18,241,977 105,904 18,347,881 
Vehicles, furniture and equipment 2,784,679 425,454 158,015 3,052,118 

Total capital assets being depreciated 23,092,413 537,015 158,015 23,471,413 
Less accumulated depreciation for: 

Land improvements (546,234) (88,441) (634,675)
Buildings and improvements (3,232,801) (391,448) (3,624,249)
Vehicles, furniture and equipment (2,158,493) (163,957) (157,137) (2,165,313)

Total accumulated depreciation (5,937,528) (643,846) (157,137) (6,424,237)
 

Total capital assets, being depreciated, net 17,154,885 (106,831) 878 17,047,176 
Governmental activities capital assets, net $18,737,102 $   (106,831) $           878 $  18,629,393 

 
Depreciation expense was charged to governmental functions as follows. 
 

Instruction  $        422,700 
Support services – students and staff  4,559 
Support services – administration  71,119 
Operation and maintenance of plant services  40,026 
Student transportation services  94,119 
Operation of non-instructional services  11,323 
Total depreciation expense – governmental activities  $        643,846 

 
 
NOTE 7 – OBLIGATIONS UNDER CAPITAL LEASES  

 
The District has acquired buses and technology hardware under the provisions of long-term 
lease agreements classified as capital leases. These lease agreements qualify as capital leases 
for accounting purposes and, therefore, have been recorded at the present value of their future 
minimum lease payments as of the inception date.  Revenues from the Unrestricted Capital 
Outlay Fund, a non-major governmental fund, are used to pay the capital lease obligations.   
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NOTE 7 – OBLIGATIONS UNDER CAPITAL LEASES (Concl’d) 
 
The assets acquired through capital leases that meet the District’s capitalization threshold are 
as follows. 

 

  
Governmental 

Activities 
Asset:   

Vehicles, furniture and equipment  $           365,946
Less:  Accumulated depreciation  8,860

Total  $           357,086
 
The future minimum lease obligations and the net present value of these minimum lease 
payments at year end were as follows. 

 

Year Ending June 30:  
Governmental 

Activities 
2015  $             73,159 
2016  73,189 
2017  73,190 
2018  73,189 

Total minimum lease payments  292,727 
  
Less:  amount representing interest  22,642 
  
Present value of minimum lease payments  270,085 
  
Due within one year  $             64,265 
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NOTE 8 – GENERAL OBLIGATION BONDS PAYABLE 
 
Bonds payable at year end consisted of the following outstanding general obligation bond.  
The bond is callable with interest payable semiannually.  Property taxes from the Debt 
Service Fund are used to pay bonded debt.   

 

Purpose 

Original 
Amount 
Issued 

Interest 
Rates 

Remaining 
Maturities

Outstanding 
Principal 

June 30, 2014 

Due 
Within 

One Year
Governmental activities:          
School Improvement Bonds, 

Project 2005, Series A $  2,000,000
 

4.25-4.375% 7/1/14-20 $      1,155,000 $  145,000
Total      $      1,155,000 $  145,000

 
Annual debt service requirements to maturity on general obligation bonds at year end are 
summarized as follows. 

  Governmental Activities 
Year ending June 30:  Principal Interest 

2015  $         145,000 $         46,881 
2016  150,000 40,613 
2017  160,000 34,026 
2018  165,000 27,016 
2019  170,000 19,687 
2020-21  365,000 16,078 

Total  $      1,155,000 $       184,301 
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NOTE 9 – CHANGES IN LONG-TERM LIABILITIES 
 
Long-term liability activity for the current fiscal year was as follows. 
 

  
Beginning
Balance Additions Reductions

Ending 
Balance 

Due Within
One Year

Governmental activities:  
Bonds payable  $      1,295,000 $ $     140,000 $     1,155,000 $         145,000 
Obligations under capital leases  342,395 72,310 270,085 64,265 
Compensated absences payable  60,592 91,068 55,708 95,952 7,555 
Governmental activity long-term 

liabilities  $      1,355,592 $       433,463 $     268,018 $      1,521,037 $         216,820
 
 
NOTE 10 – INTERFUND TRANSFERS  

 
Interfund transfers: 

 

 Transfers in

Transfers out 
General

Fund
Non-Major Governmental Funds $         60,228 
Total $         60,228 

 
Transfers between funds were used to move Federal grant funds restricted for indirect costs. 
 
 

NOTE 11 – CONTINGENT LIABILITIES 
 
Compliance – Amounts received or receivable from grantor agencies are subject to audit and 
adjustment by grantor agencies, principally the federal government.  Any disallowed claims, 
including amounts already collected, may constitute a liability of the applicable funds.  The 
amount, if any, of expenditures/expenses that may be disallowed by the grantor cannot be 
determined at this time, although the District expects such amounts, if any, to be immaterial. 
 
 

NOTE 12 – RISK MANAGEMENT 
 
The District is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
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NOTE 12 – RISK MANAGEMENT (Concl’d) 
 
The District was unable to obtain general property and liability insurance at a cost it 
considered to be economically justifiable.  Therefore, the District joined the Arizona School 
Risk Retention Trust, Inc. (ASRRT). ASRRT is a public entity risk pool currently operating 
as a common risk management and insurance program for school districts and community 
colleges in the State. The District pays an annual premium to ASRRT for its general 
insurance coverage.  The agreement provides that ASRRT will be self-sustaining through 
member premiums and will reinsure through commercial companies for claims in excess of 
specified amounts. 
 
The District’s employees have health and accident insurance coverage with the Arizona 
School Board Association Insurance Trust (ASBAIT).  ASBAIT is a public entity risk pool 
currently operating as a common risk management and insurance program for school districts 
in the State.  The District pays a monthly premium to ASBAIT for employees’ health and 
accident insurance coverage.  The agreement provides that ASBAIT will be self-sustaining 
through member premiums and will reinsure through commercial companies for claims in 
excess of specified amounts. 
 
The District joined the Arizona School Alliance for Workers’ Compensation, Inc. (Alliance) 
together with other school districts in the state for risks of loss related to workers’ 
compensation claims.  The Alliance is a public entity risk pool currently operating as a 
common risk management and insurance program for school districts in the State.  The 
District pays quarterly premiums to the Alliance for its employee workers’ compensation 
coverage.  The agreement provides that the Alliance will be self-sustaining through 
members’ premiums and will reinsure through commercial companies for claims in excess of 
specified amounts for each insured event. 
 
The District continues to carry commercial insurance for all other risks of loss, including 
employee dental, life and disability insurance.  Settled claims resulting from these risks have 
not exceeded commercial insurance coverage in any of the past three fiscal years. 
 

 
NOTE 13 – PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS 

 
The District contributes to the Arizona State Retirement System (ASRS).  The ASRS 
administers a cost-sharing, multiple-employer defined benefit pension plan; a cost-sharing, 
multiple-employer defined health insurance premium plan; and a cost-sharing, multiple-
employer defined benefit long-term disability plan that covers employees of the State of 
Arizona and employees of participating political subdivisions and school districts.  The 
ASRS is governed by the Arizona State Retirement System Board according to the 
provisions of A.R.S. Title 38, Chapter 5, Article 2. 
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NOTE 13 – PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (Concl’d) 
 
Plan Description – Benefits are established by state statute and the plan generally provides 
retirement, long-term disability, and health insurance premium benefits, including death and 
survivor benefits.  The retirement benefits are generally paid at a percentage, based on years 
of service, of the retirees’ average compensation.  Long-term disability benefits vary by 
circumstance, but generally pay a percentage of the employee’s monthly compensation.  
Health insurance premium benefits are paid as a fixed dollar amount per month towards the 
retiree’s healthcare insurance premiums, in amounts based on whether the benefit is for the 
retiree or for the retiree and his or her dependents. 
 
The ASRS issues a comprehensive annual financial report that includes financial statements 
and required supplementary information.  The most recent report may be obtained by writing 
the ASRS, 3300 North Central Avenue, P.O. Box 33910, Phoenix, Arizona 85067-3910 or by 
calling (602) 240-2000 or (800) 621-3778.  The report is also available on the ASRS’ website 
at www.azasrs.gov. 
 
Funding Policy – The Arizona State Legislature establishes and may amend active plan 
members’ and the District’s contribution rates.  For the current fiscal year, active ASRS 
members were required by statute to contribute at the actuarially determined rate of 11.54 
percent (11.30 percent for retirement and 0.24 percent for long-term disability) of the 
members’ annual covered payroll and the District was required by statute to contribute at the 
actuarially determined rate of 11.54 percent (10.70 percent for retirement, 0.60 percent for 
health insurance premium, and 0.24 percent for long-term disability) of the members’ annual 
covered payroll.  
 
The District’s contributions for the current and two preceding years, all of which were equal 
to the required contributions, were as follows.  

 

 
Retirement 

Fund 

Health 
Benefit 

Supplement 
Fund 

Long-
Term 

Disability 
Fund 

Year ending June 30:       
2014 $  433,362 $      24,301 $    9,720 
2013 385,448 24,443 9,025 
2012 334,945 21,379 8,145 
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NOTE 14 – NEW ACCOUNTING PRONOUNCEMENT 
 

GASB Statement No. 68, Accounting and Financial Reporting for Pensions will be effective 
for the District’s June 30, 2015 fiscal year end.  This Statement replaces the requirements of 
prior GASB standards for pensions accounting and reporting.  This Statement requires 
governments providing defined benefit pensions to recognize the long-term obligation for 
pension benefits as a liability, and to more comprehensively and comparably measure the 
annual costs of pension benefits.  Each employer participating in a multiple-employer 
defined benefit pension plan will be required to record a liability representing their 
“proportionate share” of the plan’s total net pension liability.  This Statement also enhances 
accountability and transparency through revised note disclosures and new required 
supplementary information. 
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCES – BUDGET AND ACTUAL 

(Required Supplementary Information) 



Revenues:
Other local
Property taxes
State aid and grants

Total revenues

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Total expenditures

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Budgeted Amounts

Original

$

4,110,658
500,740
600,771
718,923
737,311

9,650
6,678,053

(6,678,053)

$ (6,678,053)

Final

$

4,227,903
677,180
846,525
381,367

1,024,818
7,601

7,165,394

(7,165,394)

$ (7,165,394)

Non-GAAP 
Actual

$ 419,497
2,313,710
4,740,790
7,473,997

4,335,984
660,871
759,619
438,501
810,538

3,010
7,008,523

465,474

1,495,754

$ 1,961,228

Variance with 
Final Budget 

Positive 
(Negative)

$ 419,497
2,313,710
4,740,790
7,473,997

(108,081)
16,309
86,906

(57,134)
214,280

4,591
156,871

7,630,868

1,495,754

$ 9,126,622

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL

YEAR ENDED JUNE 30, 2014
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Revenues:
Other local
Federal aid, grants and reimbursements

Total revenues

Expenditures:
Current -

Instruction
Operation and maintenance of plant services
Student transportation services

Capital outlay
Total expenditures

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Budgeted Amounts

Original

$

127,000
12,000
6,000
5,000

150,000

(150,000)

$ (150,000)

Final

$

102,600
12,000
6,000
5,000

125,600

(125,600)

$ (125,600)

Actual

$ 29
117,726
117,755

94,791
11,827
6,139
5,935

118,692

(937)

54,643

$ 53,706

Variance with 
Final Budget 

Positive 
(Negative)

$ 29
117,726
117,755

7,809
173

(139)
(935)
6,908

124,663

54,643

$ 179,306

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
SCHEDULE OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
E-RATE

YEAR ENDED JUNE 30, 2014
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NOTE 1 – BUDGETARY BASIS OF ACCOUNTING 
 
The District budget is prepared on a basis consistent with accounting principles generally 
accepted in the United States of America, except for the following item. 
 

 Certain activities reported in the General Fund are budgeted in separate funds in 
accordance with Arizona Revised Statutes. 

 
The following schedule reconciles expenditures and fund balances at the end of year. 

 

  
Total 

Expenditures  
Fund Balances 

End of Year 
Statement of Revenues, Expenditures and Changes in 

Fund Balances – Governmental Funds  $     7,574,797 $     2,163,498 
Activity budgeted as special revenue funds (566,274) (202,270)
Schedule of Revenues, Expenditures and Changes in 

Fund Balances – Budget and Actual – General Fund   $    7,008,523  $     1,961,228 
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GOVERNMENTAL FUNDS



Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Classroom Site

Budget

$

377,244
13,600

390,844

(390,844)

(390,844)

$ (390,844)

Actual

$ 440
244,610

245,050

238,853
12,219

251,072

(6,022)

(6,022)

102,541

$ 96,519

Variance - 
Positive 

(Negative)

$ 440
244,610

245,050

138,391
1,381

139,772

384,822

384,822

102,541

$ 487,363

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET 
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Instructional Improvement

Budget

$

22,900
600
600

24,100

(24,100)

(24,100)

$ (24,100)

Actual

$ 941
27,422

28,363

32,009
525
523

33,057

(4,694)

(4,694)

212,137

$ 207,443

Variance - 
Positive 

(Negative)

$ 941
27,422

28,363

(9,109)
75
77

(8,957)

19,406

19,406

212,137

$ 231,543

Compensatory Instruction

Budget

$

3,342

3,342

(3,342)

(3,342)

$ (3,342)

Actual

$
204

204

204

204

$

Variance - 
Positive 

(Negative)

$
204

204

3,138

3,138

3,342

3,342

$ 3,342
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Title I Grants

Budget

$

146,512
80,000

120

35,000
261,632

(261,632)

(261,632)

$ (261,632)

Actual

$

263,277
263,277

131,823
80,744

118

35,024
247,709

15,568

(15,568)
(15,568)

$

Variance - 
Positive 

(Negative)

$

263,277
263,277

14,689
(744)

2

(24)
13,923

277,200

(15,568)
(15,568)

261,632

$ 261,632
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Professional Development and Technology Grants

Budget

$

23,500

23,500

(23,500)

(23,500)

$ (23,500)

Actual

$

25,236
25,236

23,502

23,502

1,734

(1,734)
(1,734)

$

Variance - 
Positive 

(Negative)

$

25,236
25,236

(2)

(2)

25,234

(1,734)
(1,734)

23,500

$ 23,500

Limited English & Immigrant Students

Budget

$

23,441
1,661

158

25,260

(25,260)

(25,260)

$ (25,260)

Actual

$

6,067
6,067

4,245
1,661

158

6,064

3

(3)
(3)

$

Variance - 
Positive 

(Negative)

$

6,067
6,067

19,196

19,196

25,263

(3)
(3)

25,260

$ 25,260
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Special Education Grants

Budget

$

180,416
7,000

10,000
197,416

(197,416)

(197,416)

$ (197,416)

Actual

$

242,168
242,168

211,445
8,131

9,503
229,079

13,089

(13,089)
(13,089)

$

Variance - 
Positive 

(Negative)

$

242,168
242,168

(31,029)
(1,131)

497
(31,663)

210,505

(13,089)
(13,089)

197,416

$ 197,416
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Medicaid Reimbursement

Budget

$

2,100
400

344,300
1,000

347,800

(347,800)

(347,800)

$ (347,800)

Non-GAAP 
Actual

$ 258

17,194
17,452

2,066
383

265,941
979

269,369

(251,917)

(251,917)

335,857

$ 83,940

Variance - 
Positive 

(Negative)

$ 258

17,194
17,452

34
17

78,359
21

78,431

95,883

95,883

335,857

$ 431,740

Other Federal Projects

Budget

$

244,603
18,000
14,000

276,603

(276,603)

(276,603)

$ (276,603)

Actual

$

128,620
128,620

96,059
18,535
13,540

128,134

486

(486)
(486)

$

Variance - 
Positive 

(Negative)

$

128,620
128,620

148,544
(535)

460

148,469

277,089

(486)
(486)

276,603

$ 276,603

Page 61
(Continued)



Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Environmental Special Plate

Budget

$

779

779

(779)

(779)

$ (779)

Actual

$

$

Variance - 
Positive 

(Negative)

$

779

779

779

779

$ 779
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Other State Projects

Budget

$

208,350
5,000
5,000
3,000

5,000
226,350

(226,350)

(226,350)

$ (226,350)

Actual

$
218,576

218,576

200,754
5,768
4,223
2,179

5,652
218,576

$

Variance - 
Positive 

(Negative)

$
218,576

218,576

7,596
(768)

777
821

(652)
7,774

226,350

226,350

$ 226,350

School Plant

Budget

$

6,327

6,327

(6,327)

(6,327)

$ (6,327)

Non-GAAP 
Actual

$ 1,095

1,095

1,095

1,095

6,315

$ 7,410

Variance - 
Positive 

(Negative)

$ 1,095

1,095

6,327

6,327

7,422

7,422

6,315

$ 13,737
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Food Service

Budget

$

100

391,800

391,900

(391,900)

(391,900)

$ (391,900)

Actual

$ 91,582

395,268
486,850

43

419,684

419,727

67,123

(29,348)
(29,348)

37,775

71,836

$ 109,611

Variance - 
Positive 

(Negative)

$ 91,582

395,268
486,850

57

(27,884)

(27,827)

459,023

(29,348)
(29,348)

429,675

71,836

$ 501,511
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Civic Center

Budget

$

17,351

17,351

(17,351)

(17,351)

$ (17,351)

Actual

$ 442

442

442

442

16,951

$ 17,393

Variance - 
Positive 

(Negative)

$ 442

442

17,351

17,351

17,793

17,793

16,951

$ 34,744

Community School

Budget

$

89,065
2,000

4,000

95,065

(95,065)

(95,065)

$ (95,065)

Actual

$ 78,636

78,636

79,653
1,305

3,042

84,000

(5,364)

(5,364)

5,511

$ 147

Variance - 
Positive 

(Negative)

$ 78,636

78,636

9,412
695

958

11,065

89,701

89,701

5,511

$ 95,212
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Auxiliary Operations

Budget

$

10,864
1,700

1,000

13,564

(13,564)

(13,564)

$ (13,564)

Non-GAAP 
Actual

$ 27,776

27,776

19,991
1,622

5,069

26,682

1,094

1,094

3,823

$ 4,917

Variance - 
Positive 

(Negative)

$ 27,776

27,776

(9,127)
78

(4,069)

(13,118)

14,658

14,658

3,823

$ 18,481
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Extracurricular Activities Fees Tax Credit

Budget

$

430,634
1,100

50

1,000

432,784

(432,784)

(432,784)

$ (432,784)

Actual

$ 172,309

172,309

198,598
1,012

27

600

200,237

(27,928)

(27,928)

265,443

$ 237,515

Variance - 
Positive 

(Negative)

$ 172,309

172,309

232,036
88
23

400

232,547

404,856

404,856

265,443

$ 670,299

Gifts and Donations

Budget

$

107,717
3,500

12,000
200

3,000
126,417

(126,417)

(126,417)

$ (126,417)

Non-GAAP 
Actual

$ 17,529

17,529

10,427
3,171

11,795
141

2,598
28,132

(10,603)

(10,603)

116,543

$ 105,940

Variance - 
Positive 

(Negative)

$ 17,529

17,529

97,290
329
205
59

402
98,285

115,814

115,814

116,543

$ 232,357
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Fingerprint

Budget

$

68

68

(68)

(68)

$ (68)

Actual

$ 15

15

68

68

(53)

(53)

53

$

Variance - 
Positive 

(Negative)

$ 15

15

15

15

53

$ 68
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Textbooks

Budget

$

1,940

1,940

(1,940)

(1,940)

$ (1,940)

Actual

$ 551

551

17

17

534

534

1,885

$ 2,419

Variance - 
Positive 

(Negative)

$ 551

551

1,923

1,923

2,474

2,474

1,885

$ 4,359

Litigation Recovery

Budget

$

1,971

1,971

(1,971)

(1,971)

$ (1,971)

Actual

$ 9

9

1,976

1,976

(1,967)

(1,967)

1,967

$

Variance - 
Positive 

(Negative)

$ 9

9

(5)

(5)

4

4

1,967

$ 1,971
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Indirect Costs

Budget

$

15,000
5,000

39,734
135,000

5,000

199,734

(199,734)

(199,734)

$ (199,734)

Non-GAAP 
Actual

$ 365

365

14,852
11,374
69,783

140,818
5,002

241,829

(241,464)

60,228

60,228

(181,236)

181,299

$ 63

Variance - 
Positive 

(Negative)

$ 365

365

148
(6,374)

(30,049)
(5,818)

(2)

(42,095)

(41,730)

60,228

60,228

18,498

181,299

$ 199,797
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Grants and Gifts to Teachers

Budget

$

7,461
110

400
7,971

(7,971)

(7,971)

$ (7,971)

Actual

$ 3,094

3,094

332
106

323
761

2,333

2,333

894

$ 3,227

Variance - 
Positive 

(Negative)

$ 3,094

3,094

7,129
4

77
7,210

10,304

10,304

894

$ 11,198

Advertisement

Budget

$

262

262

(262)

(262)

$ (262)

Non-GAAP 
Actual

$ 1

1

262

262

(261)

(261)

261

$

Variance - 
Positive 

(Negative)

$ 1

1

1

1

261

$ 262
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Total revenues

Revenues:
Other local
State aid and grants
Federal aid, grants and reimbursements

Expenditures:
Current -

Instruction
Support services - students and staff
Support services - administration
Operation and maintenance of plant services
Student transportation services
Operation of non-instructional services

Capital outlay
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Totals

Budget

$

1,868,328
166,811
74,101

482,600
11,262

416,478
53,400

3,072,980

(3,072,980)

(3,072,980)

$ (3,072,980)

Non-GAAP 
Actual

$ 395,043
490,812

1,077,830
1,963,685

1,239,245
171,758
102,594
409,122

9,885
424,753
53,100

2,410,457

(446,772)

60,228
(60,228)

(446,772)

1,323,316

$ 876,544

Variance - 
Positive 

(Negative)

$ 395,043
490,812

1,077,830
1,963,685

629,083
(4,947)

(28,493)
73,478
1,377

(8,275)
300

662,523

2,626,208

60,228
(60,228)

2,626,208

1,323,316

$ 3,949,524
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Total revenues

Revenues:
Other local
Property taxes

Expenditures:
Debt service -

Principal retirement
Interest and fiscal charges

Total expenditures

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Debt Service

Budget

$

145,000
51,000

196,000

(196,000)

$ (196,000)

Actual

$ 429
181,713
182,142

145,000
50,187

195,187

(13,045)

37,648

$ 24,603

Variance - 
Positive 

(Negative)

$ 429
181,713
182,142

813
813

182,955

37,648

$ 220,603
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Total revenues

Revenues:
Other local
Property taxes
State aid and grants

Expenditures:
Current -

Student transportation services
Capital outlay
Debt service -

Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Capital lease agreements

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Insurance Proceeds

Budget

$

21,403

21,403

(21,403)

(21,403)

$ (21,403)

Actual

$ 4,633

4,633

1,083

1,083

3,550

3,550

20,838

$ 24,388

Variance - 
Positive 

(Negative)

$ 4,633

4,633

20,320

20,320

24,953

24,953

20,838

$ 45,791
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Unrestricted Capital Outlay

Budget

$

584,533

72,310
879

657,722

(657,722)

(657,722)

$ (657,722)

Actual

$ 1,466
364

1,830

494,884

72,310
879

568,073

(566,243)

342,395
342,395

(223,848)

452,725

$ 228,877

Variance - 
Positive 

(Negative)

$ 1,466
364

1,830

89,649

89,649

91,479

342,395
342,395

433,874

452,725

$ 886,599

Adjacent Ways

Budget

$

73,749

73,749

(73,749)

(73,749)

$ (73,749)

Actual

$ 312
75

387

387

387

73,575

$ 73,962

Variance - 
Positive 

(Negative)

$ 312
75

387

73,749

73,749

74,136

74,136

73,575

$ 147,711
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Total revenues

Revenues:
Other local
Property taxes
State aid and grants

Expenditures:
Current -

Student transportation services
Capital outlay
Debt service -

Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Capital lease agreements

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

Gifts and Donations - Capital

Budget

$

98,537

98,537

(98,537)

(98,537)

$ (98,537)

Actual

$ 436

436

20,612

20,612

(20,176)

(20,176)

98,344

$ 78,168

Variance - 
Positive 

(Negative)

$ 436

436

77,925

77,925

78,361

78,361

98,344

$ 176,705
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Building Renewal

Budget

$

$

Actual

$

4

4

(4)

(4)

4

$

Variance - 
Positive 

(Negative)

$

(4)

(4)

(4)

(4)

4

$

Building Renewal Grant

Budget

$

150,000

150,000

(150,000)

(150,000)

$ (150,000)

Actual

$

108,376
108,376

108,376

108,376

$

Variance - 
Positive 

(Negative)

$

108,376
108,376

41,624

41,624

150,000

150,000

$ 150,000
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Total revenues

Revenues:
Other local
Property taxes
State aid and grants

Expenditures:
Current -

Student transportation services
Capital outlay
Debt service -

Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Capital lease agreements

Total other financing sources (uses):

Changes in fund balances

Fund balances, beginning of year

Fund balances (deficits), end of year

New School Facilities

Budget

$

$

Actual

$

114,304

114,304

(114,304)

(114,304)

114,304

$

Variance - 
Positive 

(Negative)

$

(114,304)

(114,304)

(114,304)

(114,304)

114,304

$
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Totals

Budget

$

21,403
906,819

72,310
879

1,001,411

(1,001,411)

(1,001,411)

$ (1,001,411)

Actual

$ 6,847
439

108,376
115,662

1,083
738,180

72,310
879

812,452

(696,790)

342,395
342,395

(354,395)

759,790

$ 405,395

Variance - 
Positive 

(Negative)

$ 6,847
439

108,376
115,662

20,320
168,639

188,959

304,621

342,395
342,395

647,016

759,790

$ 1,406,806
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Report on Internal Control Over Financial Reporting and on  
Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance with 

Government Auditing Standards 
 

Independent Auditor’s Report 
 
Governing Board 
Nadaburg Unified School District No. 81 
 
 
We have audited, in accordance with the 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, the financial 
statements of the governmental activities, each major fund, and the aggregate remaining fund 
information of Nadaburg Unified School District No. 81, as of and for the year ended June 30, 
2014, and the related notes to the financial statements, which collectively comprise Nadaburg 
Unified School District No. 81’s basic financial statements, and have issued our report thereon 
dated March 17, 2015. Our report included an emphasis of matter paragraph as to comparability 
because of the implementation of Governmental Accounting Standards Board Statement No. 65. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Nadaburg 
Unified School District No. 81’s internal control over financial reporting (internal control) to 
determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of Nadaburg Unified School District No. 81’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of Nadaburg Unified School 
District No. 81’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
deficiency, or combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Nadaburg Unified School District 
No. 81’s financial statements are free from material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards.   
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the entity’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other 
purpose. 
 
 
 
 
HEINFELD, MEECH & CO., P.C. 
CPAs and Business Consultants 
 
 
March 17, 2015
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Report on Compliance for Each Major Federal Program;  
Report on Internal Control Over Compliance; and  

Report on Schedule of Expenditures of Federal Awards  
Required by OMB Circular A-133 

 
Independent Auditor’s Report 

 
 
Governing Board 
Nadaburg Unified School District No. 81 
 
 
Report on Compliance for Each Major Federal Program 
We have audited Nadaburg Unified School District No. 81’s compliance with the types of 
compliance requirements described in the OMB Circular A-133 Compliance Supplement that 
could have a direct and material effect on each of Nadaburg Unified School District No. 81’s 
major federal programs for the year ended June 30, 2014.  Nadaburg Unified School District No. 
81’s major federal programs are identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of Nadaburg Unified School 
District No. 81’s major federal programs based on our audit of the types of compliance 
requirements referred to above.  We conducted our audit of compliance in accordance with 
auditing standards generally accepted in the United States of America; the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States; and OMB Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence 
about Nadaburg Unified School District No. 81’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of Nadaburg 
Unified School District No. 81’s compliance. 
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Opinion on Each Major Federal Program 
In our opinion, Nadaburg Unified School District No. 81 complied, in all material respects, with 
the types of compliance requirements referred to above that could have a direct and material 
effect on each of its major federal programs for the year ended June 30, 2014.   
 
Other Matters 
The results of our auditing procedures disclosed instances of noncompliance, which are required 
to be reported in accordance with OMB Circular A-133 and which are described in the 
accompanying schedule of findings and questioned costs as items 2014-001, 2014-002 and 
2014-003.  Our opinion on each major federal program is not modified with respect to these 
matters. 
 
Nadaburg Unified School District No. 81’s responses to the noncompliance findings identified in 
our audit are described in the accompanying schedule of findings and questioned costs.  
Nadaburg Unified School District No. 81’s responses were not subjected to the auditing 
procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
responses. 
 
Report on Internal Control Over Compliance 
Management of Nadaburg Unified School District No. 81 is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance 
requirements referred to above.  In planning and performing our audit of compliance, we 
considered Nadaburg Unified School District No. 81’s internal control over compliance with the 
types of requirements that could have a direct and material effect on each major federal program 
to determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of Nadaburg Unified School 
District No. 81’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on 
a timely basis.  A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies and 
therefore, material weaknesses or significant deficiencies may exist that were not identified.  
Given these limitations, during our audit we did not identify any deficiencies in internal control 
over compliance that we consider to be material weaknesses.  However, we identified certain 
deficiencies in internal control over compliance, as described in the accompanying schedule of 
findings and questioned costs as items 2014-001 and 2014-002, that we consider to be significant 
deficiencies. 
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Nadaburg Unified School District No. 81’s responses to the internal control over compliance 
findings identified in our audit are described in the accompanying schedule of findings and 
questioned costs.  Nadaburg Unified School District No. 81’s responses were not subjected to the 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion 
on the responses. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 
 
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Nadaburg Unified School District No. 81 as of and for 
the year ended June 30, 2014, and the related notes to the financial statements, which collectively 
comprise Nadaburg Unified School District No. 81’s basic financial statements.  We issued our 
report thereon dated March 17, 2015, which contained unmodified opinions on those basic 
financial statements.  Our audit was conducted for the purpose of forming opinions on the 
financial statements that collectively comprise the basic financial statements.  The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by OMB Circular A-133 and is not a required part of the basic financial statements.  
Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the basic financial statements.  
The information has been subjected to the auditing procedures applied in the audit of the 
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 statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the schedule of expenditures of federal awards is fairly stated in all 
material respects in relation to the basic financial statements taken as a whole. 
 
 
 
 
HEINFELD, MEECH & CO., P.C. 
CPAs and Business Consultants 
 
March 17, 2015 
 



Pass-Through Total
Federal Grantor/Pass-Through CFDA Grantor's Expenditures Expenditures
Grantor/Program Title Number Number and Transfers and Transfers

U.S. Department of Education
  Passed through Arizona Department of Education:

Title I Grants to Local Educational Agencies 84.010 S010A130003 $ 263,277           
Special Education Cluster:

Special Education - Grants to States 84.027 H027A130007 $ 223,453           
Special Education - Preschool Grants 84.173 H173A130003 18,715             

Total Special Education Cluster 242,168           
English Language Acquisition State Grants 84.365 S365A130003 6,067               
Improving Teacher Quality State Grants 84.367 S367A130049 25,236             
Race to the Top 84.413 B413A130005 7,074               

Passed through Maricopa County:
Teacher Incentive Fund 84.374 S374A130089 121,546           

          Total U.S. Department of Education 665,368           
  
U.S. Department of Agriculture
  Passed through Arizona Department of Education:

Child Nutrition Cluster:
Non-Cash Assistance (Commodities):

National School Lunch Program 10.555 7AZ300AZ3 28,416             
Cash Assistance:

School Breakfast Program 10.553 7AZ300AZ3 69,835             
National School Lunch Program 10.555 7AZ300AZ3 297,017           

Cash Assistance Subtotal 366,852           
Total Child Nutrition Cluster  395,268           

U.S. Department of Health and Human Services
Passed through Public Consulting Group, Inc.:

Medical Assistance Program 93.778 N/A 7,147               

          Total Expenditures of Federal Awards  $ 1,067,783        

YEAR ENDED JUNE 30, 2014

NADABURG UNIFIED SCHOOL DISTRICT NO. 81
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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NOTE 1 – BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards (Schedule) includes the 
federal grant activity of Nadaburg Unified School District No. 81 under programs of the 
federal government for the year ended June 30, 2014.  The information in the Schedule is 
presented in accordance with the requirements of the Office of Management and Budget 
(OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Because the Schedule presents only a selected portion of the operations of the District, it is 
not intended to and does not present the financial position, changes in net position or cash 
flows of the District. 
 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the modified accrual basis of 
accounting.  Such expenditures are recognized following the cost principles contained in the 
applicable OMB cost principles circular, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement.  Any negative amounts shown on the Schedule 
represent adjustments or credits made in the normal course of business to amounts reported 
as expenditures in prior years.  Pass-through entity identifying numbers are presented where 
available. 
 
 

NOTE 3 – CATALOG OF FEDERAL DOMESTIC ASSISTANCE (CFDA) NUMBERS 
 
The program titles and CFDA numbers were obtained from the federal or pass-through 
grantor or the 2014 Catalog of Federal Domestic Assistance.  When no CFDA number had 
been assigned to a program, the two-digit federal agency identifier, a period, and the federal 
contract number were used.  When there was no federal contract number, the two-digit 
federal agency identifier, a period, and the word “unknown” were used. 
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SUMMARY OF AUDITOR’S RESULTS 
 
Financial Statements  
  
Type of auditor’s report issued:  Unmodified 
  
Internal control over financial reporting:  

 Material weakness(es) identified?   yes X no 
 Significant deficiency(ies) identified?   yes X none reported

      
Noncompliance material to financial statements noted?   yes X no 
  
  
Federal Awards  
  
Internal control over major programs:  

 Material weakness(es) identified?   yes X no 
 Significant deficiency(ies) identified?  X yes  none reported

  
Type of auditor’s report issued on compliance for major 

programs: 
 

Unmodified 
  
Any audit findings disclosed that are required to be reported in 

accordance with section 510(a) of OMB Circular A-133? 
 

X yes  no 
  
Identification of major programs:  
  
CFDA Numbers  Name of Federal Program or Cluster  
10.553, 10.555  Child Nutrition Cluster  
    
Dollar threshold used to distinguish between Type A and Type 

B programs: 
 

$300,000 
  
Auditee qualified as low-risk auditee?  X yes  no 
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FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS  
 
None reported. 
 
 



NADABURG UNIFIED SCHOOL DISTRICT NO. 81 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED JUNE 30, 2014 
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS 
 
Reference Number:  2014-001 
Program:  Child Nutrition Cluster 
CFDA Numbers:  10.553, 10.555 
Federal Agency:  U.S. Department of Agriculture 
Pass-Through Agency:  Arizona Department of Education 
Applicable ARRA Programs:  N/A 
Grantor Number:  7AZ300AZ3 
Questioned Costs:  N/A 
Type of Finding:  Noncompliance, Significant Deficiency 
Compliance Requirement: Procurement, Suspension and Debarment, Special Tests and  
 Provisions 
 
 
CRITERIA 
Entities are prohibited from contracting with or making subawards under covered transactions to 
parties that are suspended or debarred or whose principals are suspended or debarred. “Covered 
transactions” include those procurement contracts for goods and services awarded under a 
nonprocurement transaction (e.g. grant or cooperative agreement) that are expected to equal or 
exceed $25,000 or meet certain other specified criteria. §180.220 of the government-wide 
nonprocurement debarment and suspension common rule contains those additional limited 
circumstances. All nonprocurement transactions (i.e. subawards to subrecipients), irrespective of 
award amount, are considered covered transactions. The Arizona Department of Education’s 
(ADE) CNP Verification Guidance Manual and 7 CFR Section 245.6a outline verification 
requirements the District must follow.  Per the guidelines, the District must use the Standard 
Sampling Method when performing verification, as the District did not qualify for 
Administrative Relief. 
 
CONDITION/CONTEXT 
For purchases made with one vendor in excess of $25,000, the District did not ensure the vendor 
was not suspended or debarred. In addition, the District used the Random Sampling Method to 
perform verification when the criteria to use the Administrative Relief Methods were not met by 
the District. 
 
EFFECT 
Federal program requirements for procurement, suspension and debarment and Special Tests and 
Provisions were not met. However, it was determined that the vendor in question was not 
suspended or debarred.  In addition, as a result of utilizing the Random Sampling Method rather 
than the Standard Sampling Method, the District selected from all application types when 
performing the verification rather than only selecting from applications in the error prone range. 
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS (Cont’d) 
 
Reference Number:  2014-001 (Concl’d) 
 
CAUSE 
The District was not aware suspension and debarment was required for vendors in excess of 
$25,000. The District was also not aware certain criteria had to be met in order to use the 
Random Sampling Method during verification. 
 
RECOMMENDATION 
The District should take measures to ensure compliance with Federal policies regarding 
suspension and debarment. Procedures should also be established to ensure the appropriate 
sampling method is used for verification to ensure compliance with the special tests and 
provisions requirements. 
 
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS 
The District will review requisitions in excess of $25,000 and complete the process to review the 
vendors for suspension and debarment.  The District will ensure that Food Service staff 
responsible for verification have attended training and aware of the proper method of sampling is 
utilized for verification. 
 
Contact Person: Kerre Laabs 
Anticipated Completion Date: April 15, 2015
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS (Cont’d) 
 
Reference Number:  2014-002 
Program:  Child Nutrition Cluster 
CFDA Numbers:  10.553, 10.555 
Federal Agency:  U.S. Department of Agriculture 
Pass-Through Agency:  Arizona Department of Education 
Applicable ARRA Programs:  N/A 
Grantor Number:  7AZ300AZ3 
Questioned Costs:  N/A 
Type of Finding:  Noncompliance, Significant Deficiency 
Compliance Requirement:  Allowable Costs/Cost Principles 
 
 
CRITERIA 
According to the Office of Management and Budget (OMB) Circular A-87, employees paid from 
a single cost objective must submit a semi-annual certification that indicates the employee 
worked solely for that Federal program. An employee paid from more than one Federal program 
or a Federal program and a non-Federal program (multiple cost objectives) must submit monthly 
activity reports, documenting after-the-fact distribution of time worked. These certifications and 
activity reports will be prepared at least semi-annually and monthly, respectively, and will be 
signed by the employee or supervisory official having first-hand knowledge of the work 
performed by the employee. 
 
CONDITION/CONTEXT 
Three employees paid from the Child Nutrition Cluster completed semi-annual time and effort 
certifications when monthly certifications were required. Additionally, the final semi-annual 
certification reviewed for three employees paid from the Child Nutrition Cluster were not signed 
by the employee. 
 
EFFECT 
Federally funded salaries for District employees were not properly substantiated and the District 
did not comply with the provisions of OMB Circular A-87 for the operation of federally funded 
programs. 
 
CAUSE 
The District did not adequately monitor all employees funded with Federal funds to ensure 
adequate time and effort documentation was prepared.  Additionally, the District did not obtain 
certifications from employees who terminated employment during the certification period. 
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS (Cont’d) 
 
Reference Number:  2014-002 (Concl’d) 
 
RECOMMENDATION 
Employees who work on multiple cost objectives should complete and sign personnel activity 
reports or equivalent documentation that reflect after-the-fact distributions of the actual activity 
of each employee, and account for the total activity for which each employee is compensated. 
The reports should be prepared at least monthly to coincide with one of more pay periods. 
Employees who work on single cost objectives should prepare and sign semi-annual 
certifications that the employees worked solely on that program.  The District should attempt to 
obtain signed time and effort documentation from employees as part of the employee check out 
procedures. 
 
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS 
The District will ensure employees who work on multiple cost objectives are completing and 
signing personnel activity reports.  The Payroll Technician will verify on a monthly basis that the 
appropriate reports have been filled out and turned into the Business Office.  The Payroll 
Technician will obtain signed time and effort documentation from employees as part of the 
employee check out procedures. 
 
Contact Person: Veronica Rosas 
Anticipated Completion Date: April 15, 2015 
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS (Cont’d) 
 
Reference Number:  2014-003 
Program:  Child Nutrition Cluster 
CFDA Numbers:  10.553, 10.555   
Federal Agency:  U.S. Department of Agriculture 
Pass-Through Agency:  Arizona Department of Education 
Applicable ARRA Programs:  N/A 
Grantor Number:  7AZ300AZ3 
Questioned Costs:  $173 
Type of Finding:  Noncompliance 
Compliance Requirement:  Reporting, Special Tests and Provisions, Eligibility  
 
 
CRITERIA 
According to 7 CFR sections 210.7(c), 210.8(c), and 225.9(d), to receive reimbursement 
payments for meals served, the District must submit claims for reimbursement to its 
administering agency. All claims must be supported by accurate meal counts by category and 
type take at the point of service or developed through an approved alternative procedure. In 
addition according to the Arizona Department of Education’s (ADE) CNP Verification Guidance 
Manual, the District must verify the current free and reduced price eligibility of households 
selected from a sample of applications based on the total number of approved applications on file 
on October 1 and also report all enrollment and student counts as of October 31. Finally, 
according to 7CFR245.6(c)(4), the local educational agency must use the income information 
provided by the household on the application to calculate the household’s total current income. 
When a household submits an application containing complete documentation, as defined in § 
245.2, and the household’s total current income is at or below the eligibility limits specified in 
the Income Eligibility Guidelines as prescribed annually by the Secretary of Agriculture, the 
children in that household must be approved for free or reduced price benefits, as applicable. 
 
CONDITION/CONTEXT 
The November 2013 reimbursement claim for Desert Oasis Elementary School did not agree to 
supporting documentation resulting in an understatement of ten snacks served. Additionally, the 
District reported student counts as of October 2, rather than October 31 as required. Finally, for 
one of 40 household income applications reviewed containing one student, the student was 
incorrectly classified as eligible for free meals rather than reduced price meals. For one of 40 
household income applications reviewed containing two students, the students were incorrectly 
classified as eligible for reduced priced meals rather than free meals. 
 
EFFECT 
The District is not in compliance with the reporting, special tests and provisions, and eligibility 
requirements related to the Child Nutrition Cluster.  
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FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS (Concl’d) 
 
Reference Number:  2014-003 (Concl’d) 
 
CAUSE 
The computerized system used by the District did not allow the actual amount of snacks served 
to be entered into the system; therefore, it had to be tracked by hand. In addition, the District 
used the incorrect student data to prepare Part I of the Verification Report. Finally, the District 
did not have adequate review procedures in place to ensure applications were properly classified. 
 
RECOMMENDATION 
Procedures should be established to ensure the number of meals served are properly reported and 
reconciled to supporting detailed records of meals served.  The computerized system should be 
set up to allow the actual number of snacks served to be entered into the system. The District 
should also ensure the student counts reported on the verification report are as of October 31. 
Finally, the District should perform a more thorough review during the application process to 
ensure students are properly classified in accordance with the “Child Nutrition Programs, Income 
Eligibility Guidelines” issued by the Secretary of Agriculture. 
 
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS 
The District purchased a new computerized system in July 2014 that will allow the actual 
number of snacks served to be entered into the system.  The District Food Service Director will 
provide a reconciliation report to the Director of Business Services to ensure the student counts 
reported on the verification report are as of October 31.  District Food Service staff will be sent 
to the appropriate training for the application process to ensure students are properly classified in 
accordance with the “Child Nutrition Programs, Income Eligibility Guidelines” issued by the 
Secretary of Agriculture. 
 
Contact Person: Bernice Stuhan 
Anticipated Completion Date: November 15, 2015 
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Status of Federal Award Findings and Questioned Costs 
 
Reference Number:  2013-1 
Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
 
Status:  Corrected.   




