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INTRODUCTION 
 
This section of the Fairbanks North Star Borough School District’s (School District) comprehensive annual 
financial report presents our discussion and analysis of the School District’s financial performance during 
the fiscal year that ended on June 30, 2014.  We encourage readers to consider the information presented 
here in conjunction with additional information that we have furnished in our letter of transmittal in the 
Introductory Section of this report and the School District’s financial statements, which immediately follow 
this section. 
 
 
FINANCIAL HIGHLIGHTS 
 
Key financial highlights for fiscal year 2014 include the following: 
 
 The School District’s assets exceeded its liabilities at June 30, 2014 by $24.9 million (net position).  Of 

this, $20.9 million is unrestricted and available to pay obligations of the district.  Included in 
unrestricted net position is $13.1 million of Federal impact aid revenue for fiscal year 2015 received in 
advance in fiscal year 2014. 

 
 Revenues saw a net decrease of $0.6 million.  Operating grants and contributions increased $1.6 

million due to a $0.9 million net increase in State on-behalf payments made to the Teachers’ 
Retirement System (TRS) and the Public Employees’ Retirement System (PERS) and a $0.7 million 
net increase to Federal and State grant revenues.  The local contribution to education from the 
Fairbanks North Star Borough (Borough) increased $1.4 million.  State Foundation funding decreased 
$2.8 million and Federal impact aid decreased $0.8 million.  

 
 Expenses saw a net decrease of $0.7 million due to several factors.  The largest decreases occurred 

in the instruction and special education instruction functional categories ($2.2 million).  Thirty eight 
teaching positions were cut from the fiscal year 2014 budget.  The reduction in certified salaries was 
offset by negotiated increases in the certified salary table and an increase of $0.6 million in State on-
behalf payments made to the Teachers’ Retirement System (TRS).   

 
 Among major funds, the general fund had $220.5 million in current year revenues and $221.2 million 

in expenditures and other financing uses.  General fund revenues and expenditures are discussed in 
more detail in the Financial Analysis of the School District’s Funds section later in this report. 

 
 
OVERVIEW OF FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to the School District’s basic 
financial statements.  The basic financial statements are comprised of three components:  1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the basic 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 provide both short-term and long-term information about the 
School District’s overall financial status, in a manner similar to a private-sector business. 
 

 The statement of net position presents information on all of the School District’s assets and 
liabilities, with the difference between the two 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 
School District is improving or diminishing. 
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 The statement of activities presents information showing how the School 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 the related 
cashflows.  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., earned but unused annual/personal leave). 

 
Both of the government-wide financial statements present functions of the School District as governmental 
activities, that is, functions principally supported by taxes and intergovernmental revenues.  The 
governmental activities of the School District include instruction, support services, administration, 
operations and maintenance, student activities, student transportation – to and from school, community 
services and food services. 
 
The government-wide financial statements can be found on pages 22 and 23 of this report. 
 
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 School District uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements.  The fund financial statements focus on 
the School District’s most significant or “major” funds.  All of the funds of the School District can be divided 
into three categories:  governmental funds, proprietary 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 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.  
Governmental fund information helps the reader determine whether there are more or fewer financial 
resources that can be spent in the near future to finance the School District’s programs.  The relationship 
(or differences) between governmental activities (reported in the Statement of Net Position and the 
Statement of Activities) and governmental funds is described in the reconciliations accompanying the 
Governmental Funds Balance Sheet and Statement of Revenue, Expenditures and Changes in Fund 
Balances.  The governmental funds financial statements can be found on pages 26 through 33 of this 
report. 
 
Proprietary Fund 
 
The School District maintains a proprietary type internal service fund which is an accounting device used 
to accumulate and allocate costs internally among the School District’s various functions.  The internal 
service fund is used to account for the School District’s risk management activities and provides the same 
type of information as the government-wide financial statements, only in more detail. 
 
The proprietary fund financial statements can be found on pages 34 through 36 of this report. 
 
Fiduciary Fund 
 
Fiduciary funds are used to account for resources held for the benefit of parties outside the School 
District.  Fiduciary funds are not reflected in the government-wide financial statements because the 
resources of those funds are not available to support the School District’s own programs.  The School 
District’s only fiduciary fund is an agency fund used to account for various School District-related 
organizations. 
 
The basic fiduciary fund financial statement can be found on page 37 of this report. 
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Notes to the Basic 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 basic financial statements can be found 
on pages 39 through 56 of this report. 
 
Other Information 
 
In addition to the basic financial statements and accompanying notes, this report also presents as required 
supplementary information the budgetary schedules for the major funds and the notes to the budgetary 
schedules.  Required supplementary information can be found on pages 58 through 64 of this report. 
 
Combining schedules for major and nonmajor funds are presented immediately following the required 
supplementary information.  Combining fund schedules can be found on pages 66 through 155 of this 
report. 
 
Results of the state and federally mandated Single Audit which include auditor’s opinions, schedule of 
expenditures of federal awards, schedule of state financial assistance and schedules of findings and 
questioned costs can be found on pages 203 through 222 of this report. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Net position may serve over time as a useful indicator of a government’s financial position.  The School 
District’s assets exceeded liabilities by $24.9 million as of June 30, 2014, an improvement in our financial 
position over fiscal year 2013.  By far the largest portion of the District’s net position is unrestricted and 
includes $13.1 million of fiscal year 2015 impact aid received in fiscal year 2014.  Investment in capital 
assets of $4 million reflects the School District’s investment in machinery, equipment and software.  The 
School District uses these capital assets to provide services to its parents and students; consequently, 
these assets are not available for future spending.  The analysis that follows focuses on net position (table 
1) and changes in net position (table 2) for the School District’s governmental activities. 
 
 

Increase Percentage
2014 2013 (Decrease) Change

Assets
Current and other assets 34,983,880$   32,689,700$   2,294,180$   7.0%
Capital assets 4,001,914       4,169,278       (167,364)       -4.0%

Total assets 38,985,794     36,858,978     2,126,816     5.8%

Liabilities
Long-term liabilities 9,833,630       9,730,401       103,229        1.1%
Other liabilities 4,209,154       3,835,328       373,826        9.7%

Total liabilities 14,042,784     13,565,729     477,055        3.5%

Table 1
Net Position

Governmental Activities
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Increase Percentage
2014 2013 (Decrease) Change

Net position
Investment in capital assets 4,001,914$     4,169,278$     (167,364)$     -4.0%
Unrestricted 20,941,096     19,123,971     1,817,125     9.5%

Total net position 24,943,010$   23,293,249$   1,649,761$   7.1%

Table 1
Net Position (continued)
Governmental Activities

 
The following are significant current year transactions that have had an impact on the Statement of Net 
Position: 
 

 A $3.1 million increase in equity in central treasury cash due to the advance receipt of a student 
safety and security capital grant from the State of Alaska ($1.2 million) and favorable cash flow in 
the risk management internal service fund ($1.5 million). 

 
 A $1.7 million decrease in accounts receivable due mostly to a reduction in federal grant revenues 

in the federal programs special revenue fund ($2 million). 
 
The results of this year’s operations for the School District as a whole are reported in the Statement of 
Activities on page 23 of this report.  Table 2 provides condensed information from the Statement of 
Activities. 
 

Increase Percentage
2014 2013 (Decrease) Change

Revenues:
Program revenues:

Charges for services 1,782,643$     1,832,792$     (50,149)$       -2.7%
Operating grants and contributions 68,202,040     66,613,379     1,588,661     2.4%
Capital grants and contributions 126,935          69,419            57,516          82.9%

General revenues:
Borough direct appropriation 47,560,000     46,200,000     1,360,000     2.9%
Foundation program 117,038,885   119,814,989   (2,776,104)    -2.3%
Other state revenue 4,691,698       4,705,752       (14,054)         -0.3%
Federal impact aid 13,979,892     14,758,858     (778,966)       -5.3%
Other 1,048,638       995,646          52,992          5.3%

Total revenues 254,430,731   254,990,835   (560,104)       -0.2%

Changes in Net Position
Governmental Activities

Table 2
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Increase Percentage
2014 2013 (Decrease) Change

Expenses:
Instruction 109,531,681$ 111,205,333$ (1,673,652)$  -1.5%
Special education instruction 29,236,637     29,783,855     (547,218)       -1.8%
Special education instruction-support services 10,551,365     10,087,672     463,693        4.6%
Support services-students 16,554,098     15,353,243     1,200,855     7.8%
Support services-instruction 12,079,620     12,899,352     (819,732)       -6.4%
School administration 8,712,544       8,384,189       328,355        3.9%
School administration support services 5,724,618       5,645,704       78,914          1.4%
District administration 2,125,738       2,415,563       (289,825)       -12.0%
District administration support services 10,503,523     10,394,306     109,217        1.1%
Operations and maintenance of plant 25,259,547     25,334,946     (75,399)         -0.3%
Student activities 5,293,009       5,182,117       110,892        2.1%
Student transportation - to and from school 11,785,326     11,382,622     402,704        3.5%
Community services 5,000              5,000            100.0%
Food services 5,418,264       5,400,980       17,284          0.3%

Total expenses 252,780,970$ 253,469,882$ (688,912)$     -0.3%

Increase in net position 1,649,761$     1,520,953$     128,808$      8.5%

Ending net position 24,943,010$   23,293,249$   1,649,761$   7.1%

Changes in Net Position (continued)
Governmental Activities

Table 2

 
Figure A-1 presents a comparative chart of governmental activities revenues for fiscal year 2014 and 
2013. 
 

Figure A-1, Governmental Activities Revenues for Fiscal Year 2014 and 2013 
 

 
Changes in revenues are discussed in more detail in the Financial Analysis of the School District’s Funds 
section later in this MD&A. 
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Figure A-2 presents a chart of governmental activities revenues by source as a percentage of total 
governmental activities revenues.   

 
Figure A-2, Revenues by Source – Governmental Activities 

 

 
 

Figure A-3 presents a comparative chart of governmental activities expenses for fiscal year 2014 and 
2013. 

 
Figure A-3, Governmental Activities Expenses for Fiscal Year 2014 and 2013 
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The cost of all governmental activities in the current year was $253 million, a 0.3 percent decrease over 
the prior year.  The following significant increases and decreases are worth noting: 
 
 Net increase in State on-behalf payments made to the Teachers’ Retirement System (TRS) and the 

Public Employees’ Retirement System (PERS) of $0.9 million mostly due to a 3.0 percent increase in 
the legislative appropriation for on-behalf funding for the TRS defined benefit plan.  The actuarially 
determined rate for the TRS defined benefit plan increased from fiscal year 2013 by 1.0 percentage 
point and decreased for the PERS defined benefit plan by 0.02 percentage points.  There was no 
change in the required employer statutory rate. 

 
 Increase in self-insured health care costs of $0.6 million or 2.1 percent. Initial assessments of this 

increase point to a nation-wide trend that is influenced in part by inflation, an aging workforce and 
government healthcare reform. 

 
 Decrease in certified and non-certified staff salaries of $1.6 million due to the reduction of thirty eight 

teaching positions and 12 classified positions in the fiscal year 2014 budget.  The reduction in salaries 
was offset by negotiated 1.4 percent increases for the teachers’ and principals’ bargaining units, 1.75 
percent for the classified staff bargaining unit, and a Board approved 1 percent increase for exempt 
management employees.  In addition, the aforementioned employee groups received salary/wage 
table step movement as applicable. 

 
Figure A-4 presents a chart of governmental activities expenses by function as a percentage of total 
governmental activities expenses.  
 

Figure A-4, Expenses by Function – Governmental Activities 
 

 
Table 3 condenses the total expenses of the School District’s main functional categories – instruction, 
support services - schools, school administration, district administration, operations and maintenance of 
plant, student activities, student transportation - to and from school, community services and food 
services, as well as each program’s net cost.  To arrive at net cost, the total cost of providing services is 
reduced by charges for those services as well as operating and capital grants and contributions 
designated for specific programs.  Net cost shows the amount to be supported for each of these functions 
by state foundation funding, other state revenue, federal impact aid and by the taxpayers.  Providing this 
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information allows the users of this report to consider the cost of each function in comparison to the 
benefits they believe are provided by that function. 

Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services

Instruction 138,768,318$    104,072,798$    140,989,188$    105,487,215$    
Support services - schools 39,185,083        27,910,644        38,340,267        29,068,278        
School administration 14,437,162        12,096,861        14,029,893        11,819,065        
District administration 12,629,261        11,705,492        12,809,869        11,827,009        
Operations and maintenance of plant 25,259,547        23,913,395        25,334,946        24,071,088        
Student activities 5,293,009          2,590,293          5,182,117          2,556,084          
Student transportation - to and from school 11,785,326        (99,908)             11,382,622        (424,133)           
Community services 5,000                 5,000                 
Food services 5,418,264          474,777             5,400,980          549,686             

Total 252,780,970$    182,669,352$    253,469,882$    184,954,292$    

Table 3
Net Cost of Governmental Activities

2014 2013

 
 
FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT’S FUNDS 
 
As noted earlier, the School District uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental Funds 
 
The focus of the School 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 School 
District’s net resources available for spending at the end of the fiscal year.  As of the current fiscal year, 
the School District’s governmental funds reported combined ending fund balance of $25 million, a modest 
increase of $20,000 or 0.01 percent from the prior year combined fund balance.  The School District’s 
fund balance is categorized as nonspendable, restricted, committed, assigned or unassigned.  Definitions 
for these categories can be found in Note 1.O. on page 44 of this report.   
 
Approximately $4.7 million of this combined fund balance is considered to be 1) nonspendable because it 
is invested in inventory and prepaid items at year-end, 2) restricted for specific programs or 3) committed 
to specific programs (school activities).  The remaining $20.2 million is assigned to specific purposes.  
Fund balance in the general fund is assigned 1) for the purpose of liquidating fiscal year 2014 contracts 
and purchase orders in fiscal year 2014 ($1.7 million), 2) for the fiscal year 2015 annual federal impact aid 
payment received in advance in fiscal year 2014 ($13.1 million) and 3) for that portion of fund balance 
included as a budgetary resource in the subsequent year’s budget to eliminate the projected excess of 
expected expenditures over expected revenues ($1 million).  Fund balance in the student transportation 
special revenue fund is assigned for student transportation funding shortfalls expected in subsequent 
years ($1.2 million).  Fund balance in the state programs special revenue fund is restricted for a student 
safety and security capital grant received from the State of Alaska.  
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Table 4 reconciles total ending fund balances for the governmental funds with total net position on the 
government-wide statement of net position.  
 

2014
Total fund balances - governmental funds - at June 30, 2014 24,985,535$ 

Cost of capital assets (net of accumulated depreciation/amortization) 4,001,914     
Internal service fund net position 136,804        
Long-term liabilities (compensated absences) (4,181,243)    

Total net position at June 30, 2014 24,943,010$ 

Table 4
Reconciliation of Total Fund Balances for Governmental Funds to

Net Position of Govenmental Activities

 
 

Key elements of changes in fund balance for the major funds follows: 
 
 At the end of the current fiscal year, total fund balance of the general fund was $19.9 million, down 

$0.6 million or 3.1 percent from last fiscal year.  Revenues in the general fund decreased $1.3 million 
or 0.6 percent and expenditures decreased $0.3 million or 0.2 percent.  An analysis of the changes 
follows later in this document.  

 
 The student transportation special revenue fund accounts for revenues and expenditures of providing 

transportation to and from schools.  The State of Alaska provides the funding for these state approved 
student transportation services through a grant based on a per student formula.  Annual general fund 
transfers, when needed, subsidize transportation services not covered by state funding.  Fund balance 
in this fund increased $91,377 or 4.8 percent from the prior year due to a 2.3 percent increase in pupil 
transportation funding provided by the State legislature in fiscal year 2014.  Because of additional 
funding in fiscal years 2012 and 2013, a projected use of assigned fund balance of $1.2 million was 
not necessary.  

 
 Fund balance in the state programs special revenue fund increased $1.1 million in fiscal year 2014 

due to the receipt of a $2.2 million one-time grant from the State of Alaska for student safety and 
security enhancements.   

 
Table 5 presents a summary of general fund revenues. 
 

Percent
Increase Increase

2014 2013 (Decrease) (Decrease)
Local sources 48,630,214$    47,230,182$    1,400,032$    3.0%
State sources 157,915,539    159,791,967    (1,876,428)    -1.2%
Federal sources 13,979,892      14,758,858      (778,966)       -5.3%
Other financing sources 2,953               3,430               (477)              -13.9%

Total 220,528,598$  221,784,437$  (1,255,839)$  -0.6%

Table 5
General Fund Revenues
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Figure A-5 presents a chart of general fund revenues by source as a percentage of total general fund 
revenues. 

 
Figure A-5, General Fund Revenues 

 
 
Revenue from local sources is comprised mainly of the appropriation from the Fairbanks North Star 
Borough for general school operations which totaled $47.6 million in fiscal year 2014, a $1.4 million 
increase from last year.  The original appropriation in both fiscal years 2014 and 2013 was offset by the 
required $0.8 million general fund lapse returned to the Borough at year-end.  The decrease in revenues 
from state sources was due to a decrease in foundation funding ($2.8 million) offset by an increase in on-
behalf payments made to our TRS defined benefit plan ($0.9 million).  The decrease in foundation funding 
was due to 1) a reduction in the official average daily membership count of 210 students ($1.3 million) and 
2) a change in state law which reduced the offset in state funding based on a community’s ability to fund 
education ($1.4 million).  The increase in State on-behalf payments was due to a 1.0 percentage point 
increase in the actuarially determined rate for the TRS defined benefit plan resulting in a 3.0 percent 
increase in the School District’s portion of the legislative appropriation.  The decrease in revenues from 
federal sources was due to a loss of $0.8 million in impact aid resulting from a drop in the number of 
federally connected children eligible for impact aid revenue. 
 
Table 6 presents a summary of general fund expenditures. 
 

Percent
Increase Increase

2014 2013 (Decrease) (Decrease)
Instruction 131,319,287$    131,949,415$    (630,128)$       -0.5%
Support services - schools 35,016,121        34,561,754        454,367          1.3%
School administration 14,565,971        14,118,484        447,487          3.2%
District administration 12,237,000        12,147,591        89,409            0.7%
Operations and maintenance of plant 24,924,249        25,455,301        (531,052)         -2.1%
Student activities 2,872,419          2,889,827          (17,408)           -0.6%
Transfers to other funds 237,100             394,136             (157,036)         -39.8%

Total 221,172,147$    221,516,508$    (344,361)$       -0.2%

Table 6
General Fund Expenditures
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Figure A-6 presents a chart of general fund expenditures by function as a percentage of total general fund 
expenditures. 
 

Figure A-6, General Fund Expenditures 
 

 
As Table 6 shows, the largest decreases in expenditures occurred in the instruction and operations and 
maintenance of plant functions in addition to a small decrease in transfers to other funds.  The decrease 
in the instruction function was mostly caused by a drop in certified salaries ($1.3 million) due to the loss of 
teaching positions in the fiscal year 2014 budget offset by a negotiated 1.4 percent increase in the 
teacher’s salary table in addition to the value of salary/wage table step movement.  Also offsetting the drop 
in salaries was an increase in on-behalf payments made to our PERS and TRS defined benefit plans ($0.6 
million) coupled with an increase of 1 percentage point in our health benefit rate.  The decrease in the 
operations and maintenance of plant function was due to favorable weather conditions contributing to the 
reduction in energy costs discussed below. 
 
The largest categorical decreases in the general fund were in certified salaries ($1.1 million) and energy 
($0.6 million) offset by an increase in employee benefits ($1.5 million) as a result of an increase in on-
behalf payments made to our TRS defined benefit plan and a 2.0 percentage point increase in the health 
benefit rate.  
 
Proprietary Fund 
 
The risk management internal service fund is used by the School District to account for its self-insurance 
and risk management program.  An internal service fund is simply a means of accumulating costs related 
to a given activity on an accrual basis so that the costs can subsequently be allocated to the benefiting 
funds in the form of fees and charges.  Any surplus or deficit in this fund is taken into account when 
setting future benefit rates with the idea that the fund should “break even”.  The internal service fund had a 
positive net position at June 30, 2014 of $136,804, an increase of $1.6 million from fiscal year 2013.  
Operating revenues increased $0.9 million or 2.8 percent from the prior year due to an increase in the 
health benefit rate of 2 percentage points ($2 million) offset by a decrease in the additional charge to the 
general fund to counter a projected deficit in the fund ($1.2 million).  The additional charge was $0.8 
million in fiscal year 2014 and $2 million  in fiscal year 2013.  Operating expenses increased $0.4 million 
or 1.3 percent from the prior year.  Although health care and auto and general liability costs increased $0.8 
million, that increase was offset by a $0.4 million reduction in worker’s compensation costs. 
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GENERAL FUND BUDGETARY HIGHLIGHTS 
 
The School District Board of Education holds public hearings and approves the School District budget by 
functional area.  The Fairbanks North Star Borough (Borough) Assembly then approves the bottom line 
total for the School District budget.  Once approved, state law requires it to be submitted to the State of 
Alaska, Department of Education and Early Development.  Board policy requires that budget transfers or 
adjustments between programs in excess of $20,000 or any budget transfer or adjustment in excess of 
$25,000 be authorized by the Board of Education.   
 
Differences between the general fund original budget and final budget are due mainly to the following: 
 

 The original budget includes the cost for all substitutes for teachers, counselors, and library 
personnel in one appropriated line item in the instruction function.  However, actual substitute 
costs for counselors and library personnel are charged to either support services-students or 
support services-instruction as incurred.  As those costs are known, the budget is adjusted 
accordingly. 

 
 In the original budget an average salary amount is used to budget for certificated positions.  

However for some functions, such as special education instruction and support services-students, 
actual salaries for certain teaching, guidance counselor and librarian positions can be 
considerably higher than the average.  The final budget is adjusted for these differences. 

 
Actual revenues on the budgetary basis (excluding other financing sources) for fiscal year 2014 were $1.3 
million less than the final budget.  Actual expenditures on the budgetary basis (excluding other financing 
uses) for fiscal year 2014 were $3.5 million less than the final budget. 
 
Significant budget to actual variances of note were: 
 

 Revenues - local sources – were under budget by $0.7 million.  Most of this variance was due to 
the required return of a portion of the local appropriation ($0.8 million) to the Borough.  Borough 
Ordinance 3.01.060, enacted in fiscal year 2010, requires the first 28.5 percent of the general fund 
lapse (defined as the net change in fund balance on the budgetary basis plus any amount 
designated from fund balance in the original budget to balance revenues and expenditures) be 
returned to the Borough at the end of the fiscal year.  An amendment to that ordinance in fiscal 
year 2012 caps the portion of lapse required to be returned to the Borough at $800,000.  Since the 
amount of the subsequent year lapse is unknown when the budget is prepared, the School District 
budgets for the full amount of the local appropriation.  

 
 Revenues - state sources – were $0.8 million under budget due to 1) a reduction in state 

foundation funding of $1.2 million due to a decrease in the official student count for fiscal year 
2014 of 210 students offset by 2) PERS and TRS on-behalf payments made by the State of 
Alaska to our defined-benefit plan being over budget by $0.4 million. 

 
 Total expenditures – were under budget by $3.5 million.  Seven of the eleven functional 

expenditure categories had expenditures less than budget.  Expenditures exceeded budget for 
special education support services - students, support services – students, school administration 
and district administration support services primarily in the employee benefits line item ($0.6 
million).  The overages were due to a) additional charges made from the risk management 
internal service fund at June 30th to partially offset the deficit in that fund ($161,669) and b) state 
retirement system contributions to the Public Employee Retirement System (PERS) and 
Teachers’ Retirement System (TRS) made on the district’s behalf ($356,642).  In addition, the 
district administration support services function experienced an overage due to higher than 
expected errors and omissions claims ($141,107).     
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CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets 
 
The School District’s investment in capital assets for its governmental activities was $4 million as of June 
30, 2014 (net of accumulated depreciation and amortization).  This investment in capital assets includes 
machinery, equipment and software.  The Borough owns the land and buildings.  Table 7 details capital 
assets by asset type: 
 

Percent
Increase Increase

2014 2013 (Decrease) (Decrease)
Machinery and equipment 3,220,649$     3,340,083$     (119,434)$    -3.6%
Intangibles (software) 781,265          829,195          (47,930)        -5.8%

Total 4,001,914$     4,169,278$     (167,364)$    -4.0%

Table 7
Capital Assets (Net of Depreciation/Amortization)

Governmental Activities

 
 
Additional information on the School District’s capital assets can be found in Note 6 on page 49 of this 
report. 
 
Debt Administration 
 
The School District’s long-term obligations include $4.2 million for compensated absences, a decrease of 
$226,884 or 3.7 percent from the prior year due to the payout and use of leave outpacing the value of 
leave earned.  Long-term obligations also include $5.7 million for insurance claims and reserves, an 
increase of $330,113 or 6.2 percent from prior year.  Claims and reserves include such items as claims 
payable and accrued self-insurance reserves.  The increase in claims and reserves, reported in the risk 
management internal service fund, is due mostly to an increase in our required incurred but not reported 
health claims reserve offset by a decrease in our worker’s compensation claims reserve.  Additional 
information about long-term obligations can be found in Note 9 on page 51 and Note 12 on pages 52 
through 53 of this report, respectively, and in the risk management internal service fund financial 
statements on pages 34 through 36.   
 
Debt related to general obligation bonds for school construction is the responsibility of the Borough.  The 
School District has no liability for repayment of general obligation bonds.  For informational purposes, debt 
related to general obligation bonds for school construction can be found in Note 10 on pages 51 through 52 
of this report. 
 
 
ECONOMIC FACTORS AND SUBSEQUENT YEARS’ BUDGETS 
 
At the completion of the audit, the School District was aware of certain factors which could significantly 
impact financial condition or budgetary decisions in the near future: 
 

 Two Bills were introduced in the 2013 legislative session that would centralize health insurance for 
all of Alaska’s school employees.  SB90 and HB196 would require Alaska’s 53 school districts to 
participate in an insurance program administered by the Alaska Department of Administration.  
Operating fund health costs total more than $30 million dollars and are expected to increase at a 
rate much faster than general inflation.  There is much uncertainty if a mandated insurance pool 
would increase costs or slow down the rate of expected increases.  
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 Revenues from state sources are largely dependent on a base allocation per student enrollment.  
The official student count for 2013-14 showed a decrease of over 210 students from 2012-13.  
Preliminary counts indicate that official student enrollments for funding purposes will decrease 
another 275 students in 2014-15.  In April 2014 the Alaska legislature approved a three-year 
education funding plan that provided for an increase in year one (2014-15)  to state operating aid 
equivalent to about $228 on the base student allocation.  Although funding variables changed in 
years two and three, by design state aid in years two and three provides for no increases. Flat or 
decreasing enrollments and flat state funding along with increasing health and other operating 
costs will make it difficult to balance a budget without negatively impacting educational programs 
and services. 

 
 There had been widespread public discussions regarding the Department of Defense’s proposed 

relocation of the F-16 fighter squadron at Eielson Air Force Base near Fairbanks to Joint Base 
Elmendorf Richardson (JBER) in Anchorage.  We believe that the F-16 fighter squadron will 
remain at Eielson.   Currently, Eielson Air Force Base is considered a favored site to house an F-
35 squadron.  Relocating an F-35 squadron to Eielson would favorably impact school enrollments 
not only on Eielson Air Force Base, but throughout the community. 

 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, parents, students, investors and creditors 
with a general overview of School District finances and show the School District’s accountability for the 
money it receives.  Questions concerning information provided in this report or requests for additional 
information should be addressed to: 
 
  Michael Fisher 
  Chief Financial Officer 
  Fairbanks North Star Borough School District 
  Department of Administrative Services 
  520 5th Avenue 
  Fairbanks, Alaska  99701 
  Phone (907) 452-2000, Fax (907) 451-6160 
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