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This discussion and analysis is intended to serve as an introduction to the basic financial statements of the 
Clover Park School District. The financial statements provide an overview of district financial activities 
for the fiscal year ended August 31, 2016.  This discussion and analysis should be read in conjunction 
with the preceding letter of transmittal and the accompanying financial statements. 
 
 

FINANCIAL HIGHLIGHTS 
 

 The district’s net financial position at the end of the year rested at $295.9 million for its 
governmental activities. 

 The district’s unrestricted position, which is an indication of what assets may be used to meet 
additional, ongoing obligations, was a negative $43 million at year-end for the governmental 
funds.   See below for more details. 

 By the end of the year, the district’s net financial position increased by $35.2 million from the 
previous year. 

 The Maintenance and Operation Levy approved by Clover Park School District voters in 2012, 
provided revenues of $21.1 million from property taxes during the 2016 fiscal year. 

 The district’s total long-term debt outstanding, including bonds, compensated absences, net 
pension liability and the district’s responsibility for other post-employment benefits, was $252.2 
million. 

 The district’s total of capital assets, net of accumulated depreciation, was $425.3 million.  Of this 
amount, construction in process is $42.3 million. 

 The district held a $6.1 million financial position at year-end in its fiduciary fund, which consists 
solely of a Private Purpose Trust fund. 

 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial statements presented in our Comprehensive Annual Financial Report include all of the 
activities of the Clover Park School District using an integrated approach as prescribed by Governmental 
Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements – and Management’s 
Discussion and Analysis – For State and Local Governments. There are four components to the basic 
financial statements: 1) government-wide financial statements, 2) fund financial statements, 3) required 
budgetary comparisons, and 4) notes to the basic financial statements.  The district has also provided 
other supplemental information intended to give the reader a greater understanding of the activities and 
financial position of the district. 
 
Government-wide Financial Statements 
 
The government-wide statements are intended to provide readers with a broad overview of the district’s 
overall financial status and report information about the district’s operations as a whole.  The 
government-wide statements use accounting methods similar to those used by private-sector 
organizations.   
 
The statement of net position presents information on the district’s assets and liabilities, and deferred 
outflows and inflows, with the difference reported as a net financial position. Over time, increases or 
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decreases in this net position may serve as a useful indicator of whether the financial position of the 
district is improving or deteriorating. 
 
The statement of activities presents information on the district’s activities which result in changes to the 
district’s net financial position for the current reporting period.  Activities that affect net position are 
reported on the statement of activities as soon as the underlying event affecting the activity occurs, and 
are not based on the timing of the associated cash flows.  Thus revenues and expenses reported on the 
statement of activities may represent future cash flows for some items, rather than cash flows of the 
current period.  Long-term debt and uncollected taxes are two examples of items that are reported on the 
government-wide statements that do not represent current cash flows, but will affect future cash flows. 
 
The government-wide financial statements can be found as Exhibits 1 and 2 of our report. 
 
 
Fund Financial Statements 
 
Fund financial statements are designed to report information about groupings of related accounts that are 
used to maintain control over resources that have been segregated for specific activities or objectives. The 
district, like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance related legal requirements. All of the funds of the district can be divided into two 
categories: governmental funds and fiduciary funds. 
 
Essentially the same functions reported as governmental activities in the government-wide financial 
statements are reported in governmental fund financial statements. However, unlike the government - 
wide financial statements, governmental fund financial statements focus on near-term inflows and 
outflows of spendable resources, as well as on balances of spendable resources available at the end of the 
fiscal year.  Such information may be useful in evaluating a government’s current financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government’s near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate a comparison between 
governmental funds and governmental activities as reported in the government-wide statements.  
 
The district maintains five individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and 
changes in fund balances for these five funds.  All governmental funds are considered to be major funds 
for purposes of consolidating information into government-wide financial statements. 
 
The fund financial statements can be found as Exhibits 3 and 4 of our report. 
 
The district adopts an annual appropriated budget for its general and special revenue (Associated Student 
Body) funds.  Budgetary comparison statements have been provided for these funds to demonstrate 
compliance with this budget. These budget comparisons can be found as Exhibits 6 and 7 of our report. 
 
Resources held for the benefit of parties outside the government are accounted for in fiduciary funds. 
The district maintains one fiduciary fund, a private purpose trust fund.  Because the resources of those 
funds are not available to support district programs, fiduciary funds are not reflected in the government-
wide financial statements. 
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Information is presented separately for the private purpose trust fund in the statement of fiduciary net 
position and the statement of changes in fiduciary net position.  These statements reflect all activities of 
funds provided by individuals and private organizations for scholarships and other similar purposes. The 
district, as trustee, is responsible for ensuring that the assets reported in these fiduciary fund statements 
are used for their intended purposes. The fiduciary financial statements can be found as Exhibits 8 and 9 
of our report. 
 
 
Notes to the Basic Financial Statements 
 
The notes to the basic financial statements are an integral part of 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 are found following Exhibit 9. 
 
 
Other Information 
 
Supplemental data has been included in the financial report, which is comprised of statements and 
schedules not part of the basic financial statements, nor required by the Governmental Accounting 
Standards Board (GASB).  This information has been presented for purposes of additional analysis.  See 
the “Statistical Section” of our report for this supplemental information. 

 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 
In our analysis, we include condensed versions of the government-wide statements of net position and 
activities for governmental operations. The government-wide statements are presented in detail in the 
financial section of the report (See Exhibit 1 and Exhibit 2). 
 



Clover Park School District No. 400 
Management’s Discussion and Analysis 

 

 19 

 
 
 
 
District-wide Net Position 
 
As noted earlier, the district’s net position may serve as a useful indicator of the district’s financial health 
over time.  The net position for the 2016 year has increased from last year.  Assets and other additions, 
such as deferred outflows of resources, exceeded liabilities and other deductions, such as deferred inflows 
of resources, by almost $296 million (see Table A-1).  This is known as the net financial position of the 
district.  Last year, the net position was approximately $261 million.  In management’s opinion, this is a 
favorable change  
 
A major portion (94%) of the district’s net financial position reflects the district’s investments in capital 
assets such as land, buildings, and equipment, less any related outstanding debt used to acquire those 
assets.  The district uses capital assets to service students, and consequently, these assets are not 
considered available for future spending.  Since capital assets are not considered available for future 
spending, it should be noted that the district must use other assets to liquidate the liabilities associated 
with these assets. 
 
Current assets changed materially due to a decrease in cash and an increase in governmental funds 
receivable.  The current liabilities increase is due to an increase in accounts and contracts payable.  The 
increase in long-term liabilities is related to the Governmental Accounting Standards Board (GASB) 
statement 68, which adjusts for pension liability. 
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The district’s net investment in capital assets increased due to the current capital projects.  At year’s end 
this included Evergreen Elementary school, the completion of the addition to Lakeview Hope Academy 
and infrastructure upgrades to Clover Park High School. 
 
Restricted net position is made up of funds legally restricted for debt service, capital projects, grant 
objectives, and monies restricted for associated student body activities.  Note that property tax payments 
that have been received for debt payments, but not yet spent, have been restricted, as well as the net effect 
of unspent funds that are to be used for capital projects in the coming years, after consideration of the 
corresponding liability.   
 
Restricted net position increased primarily due to an increase in capital projects.   
 
The increase in the district’s unrestricted net position is mainly due to the large change in deferred 
inflows of resources and deferred outflows of resources.  The change is directly related to the net pension 
liability.  For more information on pensions, refer to note 5 in the notes to the financial statements. 
 
 
District-wide Activities and Changes in Net Position 
 
Governmental activities increased the district’s net position by approximately $35 million.  Last year, 
similar activities increased the district’s net position by approximately $27.9 million, but with the GASB 
68 requirement, appeared to be a $45 million decrease. 
 
Figure 1 and Figure 2 provide an overview of the primary revenues by source and expenses by function 
of the district for the current year. 
 
A closer analysis of the composition of the district’s revenues (See Figure 1) reflects a normal influx of 
funding, with the district primarily funded by state apportionment and operating grants.  The 2016 year 
shows an increase in capital grants for new schools, skewing the revenue in its favor.   Other revenue 
sources stayed consistent with past years. 
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As can be seen by Figure 2, most of the district’s expenditures are spent on education; i.e., regular 
instruction, special instruction, vocational instruction and compensatory education.  Instruction and 
education account for about 67% of the district’s expenditures.  The district’s general support services for 
all programs makes up 13% of the expenditures. The GASB 68 requirement to record the net pension 
expense is 9% of the total expenditures for the year. 
 

 
 
 
Refer to Table A-2 for a comparison of changes in the activities relating to net position. 
 
Capital grants and contributions increased significantly during the year, and continue to be a primary 
factor for an increase in net position.  This is related to the district’s current initiative of the construction 
of new buildings to replace some of the older schools that have deteriorated over time.  Further analysis 
indicates that, otherwise, the district is primarily spending the funding it receives on its normal operations 
without much contribution to an increase in net position. 
 
Without the burden of GASB 68, the district continues to balance changes in revenues for instruction and 
education with similar changes in expenses in such functions, as can be seen by our comparison of the 
current period with activities from last year (See Table A-2 and Exhibit 2 of the basic financial 
statements).  Overall, revenues increased slightly more than the expenditures increased, with the 
exception of capital grants and contributions and property taxes collected for debt service and GASB 68. 
 
Typically, it might be expected that activities and programs would be self-supporting.  Many of the 
activities of the district are not self-supporting.  Activities such as regular instruction, special instruction, 
and support services operate with a negative outflow without the general revenue.  This is typical of a 
school district in Washington State.  School districts in Washington are structured such that the operations 
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are financed primarily through state apportionment and property taxes, which are general in nature and 
not specifically earmarked for certain activities. 
 

 
 
 
 
The following information is a synopsis of the significant changes in revenues and expenses 
which took place during the current year: 
 

• Capital Grants and Contributions – Capital Grants and Contributions increased by a total of 
$11.5 million which is largely explained by the increase in the number of schools being built 
with capital and state grants (Evergreen Elementary School). 
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The state continued to provide school construction assistance for those schools also funded by 
federal grants on Joint Base Lewis McChord.  Five of the six base schools were built prior the 
year ending August 31, 2016, with the sixth approaching substantial completion. 

 
• Apportionment – The state support for basic education through apportionment funding increased 

about $9.8 million due to an overall increase in funding for lower class sizes (more teachers and 
staff) and an increase in enrollment due to an increase in elementary schools that offer full day 
kindergarten.  
 

• Property taxes, levied for debt service increased due to collections for the recent bond issues sold 
in fiscal year 2013.  

 
• Interest on long term debt – Interest expenses decreased by about $131,000 from last year.  The 

district had refinanced the 2006 bond a year prior, resulting in a decrease in interest rate and 
payment schedule. 
 

 
 
 

 
FINANCIAL ANALYSIS OF THE DISTRICT’S ACCOUNTING FUNDS 

 
Governmental Funds 
 
The focus of the district’s governmental funds is to provide information on near-term inflows and 
outflows, and current spendable resources.  Using this focus, which excludes capital assets, long-term 
debt, and certain receivables, the district reported a combined governmental fund balance for the year 
ended August 31, 2016 of $99,873,332; a slight increase from last year.  
 
Of the total fund balance in Table A-3, $84.2 million is restricted or assigned for specific uses such as 
debt service, capital projects, associated student body (ASB) activities and school bus purchases.  An 
additional $1.2 million is restricted for specific grant purposes.  $1.6 million is committed or non-
spendable to account for inventory and encumbrances.  $8 million is set aside for ensuring emergent 
needs of the district can be met.  Though it is district policy to commit this set aside, state law dictates 
that we must report it as unassigned.  The remaining fund balance of $4.9 million is unassigned, but set 
aside for future fiscal stability issues that may arise in the district.  
 
Table A-3 provides fund balances by fund and a comparison of ending fund balance as of fiscal year end 
August 31, 2016 and 2015, for each major fund. 
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Fund balance serves several purposes for the district. Fund balance provides the necessary cash reserve to 
allow financing of normal activities without borrowing. Fund balance also provides a reserve for 
unanticipated emergency expenditures, and can be used to balance subsequent budgets, should such an 
allocation be required to finance necessary programs. 
 
See changes in fund balances shown in Table A-3: 
 

• General Fund – Due to the general nature of large amounts of the funding provided for the 
services accounted for in the district’s general fund, it is often difficult to pinpoint specifically 
why there was an increase in the general fund balance. However, the 2016 increase reflects 
management’s ability to prudently provide necessary services and carry over funding to the next 
year to plan more heavily for the unanticipated. 
 

• ASB (Special Revenue) Fund – The ASB Fund is managed by students for students with the 
district acting as a management guide.  Any changes in fund balance are a result of overall fund 
raising activities being more than expenditures for the year.  None of these extra-curricular 
activities is allowed to spend more than collected. 
 

• Debt Service Fund – The district manages tax payer rates as best it can by collecting fewer taxes.  
As a result, the fund balance will decrease.  This is the cause of the decrease. 
 

• Capital Projects Fund – Notably, the capital projects fund balance decreased significantly from 
last year.  This primarily reflects the use of funds for the construction of new buildings to replace 
some of the older schools that have deteriorated over time. 
 

• Transportation Fund – The district purchases new buses as the old ones fully depreciate and they 
become obsolete to the district.  The district does not buy buses every year; however the state 
does provide funding every year.  As a result of receiving funding in the year ending August 31, 
2016 and making bus purchases for more than was provided, the fund balance has decreased. 

 
See Notes #1.D.10 and #4.F in the Notes to the Basic Financial Statements for more information 
regarding fund balances. 
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General Fund Budgetary Highlights 
 
The district board of directors adopts an annual budget with appropriations after a public hearing.  An 
appropriation is a prerequisite to expenditure.  Appropriations lapse at the end of the fiscal period.  
Annual appropriated budgets are adopted at the fund level.  Management may transfer appropriations 
within the approved budget within each fund without prior approval of the board.  The total expenditures 
for each governmental fund cannot exceed the formal adopted appropriation for each fund unless the 
board amends the budget.  See Note 3A of the Notes to the Basic Financial Statements for more 
information on the process of budgeting.   
 
In comparing budgets with actual revenues and expenditures, it should be noted that the district’s budgets 
are adopted with an excess capacity above known funding sources and spending needs.  This is done to 
provide the ability to spend additional funding that may be received during the year, such as for additional 
grant awards received.  For this reason, budgeted revenues and expenditures normally are expected to 
exceed actual revenues and expenditures for the district.  This is evident this year, where actual 
expenditures were less than budgeted expenditures by about $14.4 million in the general fund and where 
local non-tax, federal general purpose, and federal special purpose revenues were short (See Exhibit 6 of 
the basic financial statements).  However, further analysis indicates that more specifically, the following 
areas were affected (See Exhibit 6): 
 

• Local nontax revenues -- The difference of approximately $650,000 reflects the district’s policy 
to set some budgets with excess capacity, for the purpose of accommodating an unexpected influx 
of donations or other local funding. 
 

• Federal revenues – Overall, exclusive of what is shown in the general fund, federal general 
purpose revenues actually exceeded the budget that was set.  The primary difference between the 
budgeted amount for federal general purpose revenues shown in the general fund and the actual 
amount recorded as received is due to management’s decision to earmark approximately $4 
million for the capital projects fund after the budget had been set. The difference for federal 
special purpose revenue between budgeted and actual is due to management setting capacity to 
receive more funding from grants applied for during the year. 

   
• Regular instruction expenditures – Most of the difference between budgeted expenditures and 

actual expenditures reflects the district’s policy to set budgets with excess capacity. 
 

• Other instructional program expenditures – Other instructional programs includes the state board 
certification payments to qualifying teachers.  This revenue and expenditure were not budgeted 
for, but paid out to equal the revenue received.  As a result, the expenditure shows a negative.  
This is a great example of why capacity is necessary. 
 

• Compensatory instruction expenditures – With state budget discussions of increasing revenue for 
some of the state’s targeted programs, the district had anticipated funding higher that actually 
provided and the budget was set accordingly.  This large difference is also due to the 
disadvantaged students federal program (Title I) that allows for a large carryover to anticipate 
future needs.  
 

• Support services expenditures – Actual expenditures for the general fund were less than budgeted 
expenditures by approximately $3.5 million for these activities.  This is mainly due to a lack of 
technology spending for the year.  This happens about every other year, as the district takes its 
time to decide on the correct technology to purchase and upgrade. 
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There were no changes to the district’s total appropriation for the year in the general fund.  Differences 
between the district’s adopted budget and final budget for the general fund are categorical in nature and 
reflect management’s anticipation of changing events (See Exhibit 6 of the basic financial statements for 
actual and final budget details). 
 
 

CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets 
 
The district’s capital assets net of accumulated depreciation were $425,284,931.  These assets include 
land, buildings, improvements, equipment, and construction in progress.  A comparison to last year is 
included in Table A-4. 
 

 
 
 
Capital asset decreases are mostly due to the retirements of Oakwood Elementary, Southgate Elementary, 
and Lake City Elementary.  Increases are due to the new Lakeview Elementary addition, energy 
improvements, and the Early Learning Center. 
 
Construction in progress primarily reflects the construction of the new Evergreen Elementary school.  It 
will not be substantially complete until about a quarter of the way through the 2016-17 school year. 
 
See Note 4-D of the Notes to the Basic Financial Statements and Exhibits H-1 and H-2 in the 
Supplemental Data section of the Comprehensive Annual Financial Report (CAFR) for further 
information on capital assets. 
 
 
Long-term Debt 
 
At August 31, 2016, the district’s total long-term debt outstanding was $252,194,874, including 
compensated absences, unamortized bond premiums and discounts, the district’s net other post-
employment benefits (OPEB) obligation per the Governmental Accounting Standards Board (GASB) 
Statement No. 45 and the net pension liability per GASB Statement No. 68.  Of the total long-term debt 
outstanding, $4,133,720 is considered due within one year.  A comparison to last year is included in Table 
A-5. 
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The district’s change in net OPEB obligation reflects an annual presumed responsibility under the State of 
Washington Public Employees Benefits Board which has not been completely funded by the district.  See 
Note 6 in the Notes to the Basic Financial Statements for more information on the district’s OPEB 
obligation. 
 
Compensated absences balances remained fairly flat due to employees using about the same amount of 
vacation and sick leave for the past year as they had earned. 
 
The change in net pension liability reflects the GASB 68 change implemented last year.  The increase is 
due to an increased number of employees, donation rate and salary increases.   
 
The change in unmatured bonds is the result of amortizing bond premiums and discounts, and payments 
of bond principal. 
 
Under the constitution of the state of Washington and the Revised Code of Washington (RCW 28A.530), 
school districts may issue bonds for the purpose of covering operating expenditures, refunding prior 
indebtedness, or for land, buildings, initial equipment for those buildings, improvements, etc.   However, 
all of these debt requirements are subject to certain limitations as set forth in RCW 39.36, which states in 
summary: 

• The district can incur debt of up to 3/8% of taxable property for any reason without a vote of the 
citizens of the district. 

• With authorization by a vote of the citizens of the district, the district can incur debt from 3/8% to 
2-1/2% of taxable property for any reason. 

• With authorization by a vote of the citizens of the district, the district can incur additional debt of 
2-1/2% (total now can be 5%) of taxable property for capital projects only. 

 
The district is below its statutorily set limits of indebtedness.  As of December 1, 2016, the district could 
legally incur an additional $18.4 million without a vote of the citizens of the district and up to an 
additional $108 million with authorization by a vote of the citizens of the district.  This district presents a 
detailed analysis of its limitations of indebtedness in the Statistical Section of this Comprehensive Annual 
Financial Report (See Table 14).  Note that compensated absences and the district’s obligations for other 
post-employment benefits (OPEB) are excluded from the limitation of indebtedness, as statutorily, only 
debt that pledges taxes should be included in this calculation. 
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Moody’s rating of the district has been set at “Aa2”.  The bonds continue to be guaranteed by the State of 
Washington under the Washington State School District Credit Enhancement Program Act (as per 
Revised Code of Washington 39.98).   
 
See Note 10 in the Notes to the Basic Financial Statements for more information on long-term debt. 
 
 
 

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 
During the next year, the district will continue to see significant capital outlay expenses as the district 
wraps up its current initiative of building or expanding schools.  The remaining expenses are expected to 
be funded from matching money from the State of Washington, the federal government and some 
unrestricted local funds. 
 
The district’s enrollment determines the majority of the funding received from the state.  The district has 
seen a steady increase in enrollment the past several years, with no indication that it will decrease.  As of 
December 2016, enrollment for the current 2016-17 school year was reported at a higher level than the 
previous year, and management is optimistic that the district will end the year with an increase in 
enrollment from last year.  However, in past years, enrollment has declined by the end of the year, and, 
for this reason, management is anticipating that this current enrollment will decline from December’s 
enrollment by the end of the year.  The district’s overall enrollment trend over the past 6 years is shown in 
Figure 3 below.  Some of the increase in enrollment can be contributed to the increase in full day 
kindergarten and a dropout reengagement program made available within the district. 
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In a landmark case, the Washington State Supreme Court issued an opinion in January 2012 that the state 
was not adequately meeting its constitutional obligation to fund basic education. The results of this case 
are commonly known as the “McCleary” decision, and the decision is still pertinent and under much 
scrutiny by the legislature and the public.  The state Supreme Court stopped short as to what that 
obligation meant in terms of real dollars.  However, this decision by the state supreme court is likely to 
affect funding decisions by the state legislature and executive branch for a number of years to come, as 
the state attempts to satisfy the findings of the case. 
 
The state has to set a new budget for the 2017-2019 biennium, and the budget discussions have begun.  At 
the forefront of the discussions, with respect to education, is how best to respond to the state supreme 
court’s “McCleary” decision.  The ruling requires a resolution by September 1, 2017. 
 
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a 
general overview of the district’s finances and to demonstrate district accountability.  If you have 
questions about this report or need additional financial information, contact the district’s Financial 
Services office at: 
 

10903 Gravelly Lake Drive Southwest 
Lakewood, Washington  98499  
 
 
Phone:  253.583.5020 

 http://www.cloverpark.k12.wa.us 

http://www.cloverpark.k12.wa.us/
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