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Independent auditors’ report

The Arizona Auditor General
The Governing Board of
Gila County Provisional Community College District

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the governmental activities and General Fund of Gila County
Provisional Community College District (the "District”), as of and for the year ended June 30, 2023, and the related
notes to the financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective
financial position of the governmental activities and General Fund of Gila County Provisional Community College
District, as of June 30, 2023, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to
be independent of Gila County Provisional Community College District and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Gila County Provisional Community College District's management is responsible for the preparation and fair
presentation of the financial statements in accordance with accounting principles generally accepted in the United
States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the District's ability to continue as a going concern
for twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 District's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the District's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the budgetary comparison schedule-General Fund, as listed within the table of
contents, be presented to supplement the basic financial statements. Such information is the responsibility of
management and, 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 31, 2024 on our
consideration of Gila County Provisional Community College District’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 solely 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
effectiveness of the District’s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the District's internal
control over financial reporting and compliance.

S lamper Fitte Muntr

Mesa, Arizona
August 31, 2024
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Gila Pueblo Campus Payson Campus

(4 8274 5. Six Shooter Canyon Rd. 201 North Mud Springs Road
P.O. Box 2656 P.O.Box 359
Globe, Arizona 85502-2656 Payson, Arizona 85547-0359

Phone: 928-425-8481 Phone: 928-468-8039
Fax: 528-425-8492 Fax: 928-468-8043

Management’s Discussion and Analysis

Our discussion and analysis of the Gila County Provisional Community College District’s (District’s)
financial performance provides an overview of the District’s financial activities for the year ended
June 30, 2023. Please read it in conjunction with the District’'s basic financial statements, which
immediately follow.

Basic Financial Statements

The District is a special-purpose governmental unit governed by a separately elected governing
body. The financial statements are presented in accordance with the reporting model prescribed by
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements and
Management's Discussion and Analysis, and consist of the following:

The government-wide and fund financial statements are presented, with a reconciliation shown
between them.

The Governmental Fund Balance Sheet/Statement of Net Position and Statement of Governmental
Fund Revenues, Expenditures, and Changes in Fund Balance/Statement of Activities combines
information about the reporting government as a whole and the fund statements that report the
General Fund’s financial position and the results of its operations. Government-wide financial
statements are designed to provide readers with a broad overview of the District’s finances. Fund
accounting is designed to demonstrate legal compliance and focuses on near-term inflows and
outflows of resources as well as the balances of spendable resources available at year end.

The General Fund is the District’s general operating fund. It is used to account for all of the District’s
financial resources.

Financial Highlights and Analysis

In accordance with State Statutes, the District does not offer degrees, certificates, or diplomas. As
a result, the District has contracted with Eastern Arizona College (EAC) to provide educational
programs and services.

The District and EAC entered into an intergovernmental agreement and operating agreement under
which EAC provides educational programs and services to the District from July 1, 2005 through
June 30, 2023. Based on an amendment to the existing contract executed on August 10, 2023, the
contractual relationship between the District and EAC is scheduled to mutually terminate on June
30, 2025. The agreement established that EAC will provide educational programs; certification of
faculty; admission and registration of students; payroll services for EAC employees; academic
records and transcripts; access to student information; financial aid counseling, processing, and
distribution; student employment; curriculum and master schedule development; information
technology services; collection of all tuition and fees for credit courses; cashiering for EAC-related
functions; access to information relative to enroliments; and payment to adjunct faculty.



The District exercises primary tax levy authority for the generation of funds and collects other general
revenues to pay for the contracted education and other general operating expenses. The District
continues to act in a financially conservative manner during the budgetary process, looking to
maintain a secure financial future for the institution.

Condensed Financial Information

The financial information in the Statement of Net Position on page 1 reflects the District’'s assets,
liabilities, deferred inflows and net position. The Statement of Activities on page 2 presents the
District’'s operations. Over time, increases or decreases in net position may serve as a useful
indicator of whether the District’s financial position is improving or regressing. The following tables
present summaries of the District's net position and the changes in net position for the years ended
June 30, 2023 and 2022.

Net Position
As of June 30, 2023 and 2022

June 30, June 30, Increase/
2023 2022 (Decrease)
Assets:
Current assets: $ 10,980,181 $ 11,186,331 $ (206,150)
Noncurrent assets:
Leases receivable 127,443 127,443
Capital assets, not being depreciated/amortized 1,268,208 1,268,208 0
Capital assets, net of accumulated
depreciation/amortization 5,540,548 5,173,133 367,415
Total assets 17,916,380 17,627,672 288,708
Liabilities:
Other liabilities 2,876,135 3,398,483 (522,348)
Long-term liabilities 716 17,906 (17,190)
Total liabilities 2,876,851 3,416,389 (539,538)
Deferred inflows related to leases 132,337 137,397 269,734
Net Position:
Net investment in capital assets 6,808,040 6,423,435 384,605
Unrestricted 8,099,152 7,650,451 448,701

Total net position $14,907,192 $14,073,886 $ 833,306




Changes in Net Position
For the Years Ended June 30, 2023 and 2022

June 30, June 30, Increase/
2023 2022 (Decrease)
Expenses:
Educational and general $ 7827158 $ 6,331,628 $ 1,495,530
Total expenses 7,827,158 6,331,628 1,495,530
Revenues:
Program revenues:
Charges for services 17,916 35,373 (17,457)
Operating grants and contracts 1,384,495 616,163 768,332
Total program revenues 1,402,411 651,536 750,875
General revenues:
Property taxes 5,644,095 5,432,411 211,684
State appropriations 1,028,950 1,405,659 (376,709)
Smart and Safe Arizona Fund appropriations 369,733 395,577 (25,844)
Investment earnings 171,513 3,097 168,416
Other 43,762 2,225 41,537
Total general revenues 7,258,053 7,238,969 19,084
Total revenues 8,660,464 7,890,505 769,959
Change in net position 833,306 1,558,877 $ (725,571)
Beginning net position 14,073,886 12,515,009
Ending net position $ 14,907,192 $ 14,073,886

Significant Variances

For the fiscal year ended June 30, 2023, the financial data presented above is for analysis and
comparison of significant variances relative to assets, liabilities, deferred inflows, net position,
revenues, and expenses.

Total assets at June 30, 2023 were $17,916,380 consisting primarily of cash and investments
of $11,107,624 and capital assets, net of accumulated depreciation/amortization, of
$6,808,756. The increase in assets can be attributed to the increased investment in capital
assets.

The total liabilities of $2,876,851 were comprised of current obligations for educational and
general expenses and long-term liabilities for leases. The decrease in other liabilities of
$522,348 is the result of less funds owed to EAC for services at year end for amounts invoiced
after year end.

In 2021, a compensation study was completed at EAC, which affected Gila District
employees. Many staff were reclassified and received raises including a cost of living.
Faculty also received raises. Educational and general expenses increased as a result.
Operating grants and contributions increased $768,332 as the result of funds received from
Gila County and for private grants received from Freeport McMoran and CARIS trust.

State appropriations decreased primarily as the result of a decrease in rural aid.

Investment earnings increased $168,416 due to the District investing funds with the Local
Government Investment Pool (LGIP).



General Fund Budget

The District’s actual educational and general expenditures were $296,562 less than budgeted.
Capital outlay expenditures were $351,446 more than budgeted due to investments in roofing and
additions to vehicles and equipment. Overall, District expenditures exceeded the budget by $72,074,
due primarily to increases in salary and benefit costs.

Total revenues were $1,990,105 more than budgeted, primarily due to the receipt of more state
appropriations and operating grants and contracts than budgeted. Personnel at EAC prepare the
budget.

Additional budgetary information can be found on pages 15 and 16 of this report.
Capital Assets and Debt Administration

Capital Assets. The District's total investment in capital assets, net of accumulated
depreciation/amortization, was $6,808,756 which was comprised of land and land improvements,
buildings and building improvements, equipment, vehicles, library books and intangible right-to-use
lease assets. There was a net increase of $367,415 from the prior year. The Regional Training
Center was updated to include new welders and booths. The building’s electrical panel and HVAC
systems were upgraded. A telescope was purchased for the Payson Campus with long term plans
for an observatory.

Additional information on the District's capital assets can be found in Note 5 in the notes to the
financial statements.

The District paid off a loan from the Northern Arizona Vocational Institute of Technology (NAVIT) in
the amount of $14,318 during the year.

Economic Outlook

The fiscal year 2023 FTSE for the District was 451. While fiscal year 2024 FTSE for the District may
be impacted by EAC’s continued practice of counting all online enroliments towards their own FTSE,
regardless of the student’s county of residence, and not allowing District students to enroll in two-
year programs beyond Fall 2023, dual credit and CTE enrollments increased during that time period.

Since 2005 and most recently in 2019, the District has maintained a contractual relationship with
EAC through an IGA and operating agreement. Based on an amendment to the existing contract
executed on August 10, 2023, the contractual relationship between the District and EAC is scheduled
to mutually terminate on June 30, 2025.

Request for Information

This financial report is designed to provide our citizens, taxpayers, and customers with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money it
receives. If you have any questions about this report or need additional financial information, please
contact Janet Brocker, Governing Board President.



Gila County Provisional Community College District

(Gila Community College)

Governmental Fund Balance Sheet/Statement of Net Position

Assets
Current assets:
Cash and investments
Property taxes receivable
Due from other governments
Leases receivable
Total current assets

Noncurrent assets:
Leases receivable
Capital assets not being depreciated
Capital assets, net of accumulated
depreciation/amortization

Total noncurrent assets

Total assets

Liabilities
Current liabilities:
Due to other governments
Current portion of long-term debt
Total current liabilities

Total liabilities

Deferred inflows of resources

Unavailable revenues - property taxes

Deferred inflows related to leases

Total deferred inflows of resources

Fund balance/Net position
Fund balance:
Unassigned
Total fund balance

Total liabilities, deferred inflows of

resources and fund balance
Net position:
Net investment in capital assets
Unrestricted
Total net position

June 30, 2023

Statement of

Net Position -
Reconciliation Governmental
General Fund (Note 8) Activities
$ 9,574,585 $ - $ 9,574,585
195,378 - 195,378
1,200,264 - 1,200,264
9,954 9,954
10,980,181 - 10,980,181
127,443 127,443
1,268,208 1,268,208
5,540,548 5,540,548
127,443 6,808,756 6,936,199
$ 11,107,624 6,808,756 17,916,380
$ 2,876,135 - 2,876,135
716 716
2,876,135 716 2,876,851
2,876,135 716 2,876,851
171,209 (171,209) -
137,397 (5,060) 132,337
308,606 (176,269) 132,337
7,922,883 (7,922,883)
7,922,883 (7,922,883)
$ 11,107,624
6,808,040 6,808,040
8,099,152 8,099,152
$ 14,907,192 $ 14,907,192

See accompanying notes to the financial statements



Gila County Provisional Community College District

(Gila Community College)

Statement of Governmental Fund Revenues, Expenditures, and
Changes in Fund Balance/Statement of Activities

Year Ended June 30, 2023

Expenditures/Expenses:
Educational and general
Debt service:
Principal retirement
Capital outlay
Total expenditures/expenses

Program revenues:
Charges for services
Operating grants and contracts
Total program revenues

Net program expenses

General revenues:
Property taxes
State appropriations
Smart and Safe Arizona Fund appropriations
Investment earnings
Other
Total general revenues

Net change in fund balance
Change in net position

Fund balance/Net position:
July 1, 2022
June 30, 2023

Statement of

Activities -
Reconciliation Governmental
General Fund (Note 8) Activities

$ 7,418,602 $ 408,556 $ 7,827,158
17,190 (17,190) -
775,971 (775,971) -
8,211,763 (384,605) 7,827,158
12,856 5,060 17,916
1,384,495 - 1,384,495
1,397,351 5,060 1,402,411
6,814,412 (389,665) 6,424,747
5,645,402 (1,307) 5,644,095
1,028,950 - 1,028,950
369,733 - 369,733
171,513 - 171,513
43,762 - 43,762
7,259,360 (1,307) 7,258,053

444 948 (444,948)
833,306 833,306
7,477,935 6,595,951 14,073,886
$ 7,922,883 $ 6,984,309 $ 14,907,192

See accompanying notes to the financial statements



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

Gila County Provisional Community College District’s (District) accounting policies conform to
generally accepted accounting principles applicable to governmental units adopted by the
Governmental Accounting Standards Board (GASB).

For the year ended June 30, 2023, the District implemented the provisions of GASB Statement
No. 96, Subscription-Based Information Technology Arrangements, which (1) defines a
subscription-based information technology arrangement (SBITA); (2) establishes that a SBITA
results in a right-to-use subscription asset—an intangible asset—and a corresponding
subscription liability; (3) provides the capitalization criteria for outlays other than subscription
payments, including implementation costs of a SBITA; and (4) requires note disclosures regarding
a SBITA. No SBITAs met the criteria for reporting in the financial statements.

A. Reporting Entity

The District is a special-purpose government that a separately elected governing body governs.
It is legally separate and fiscally independent of other state and local governments. The
accompanying financial statements present the activities of the District.

Because Gila County Provisional Community College District is a provisional district, it cannot
offer degrees, certificates, or diplomas and, therefore, contracts with an accredited district.
Educational programs and services are provided through intergovernmental agreements as
follows:

The District and Eastern Arizona College (EAC) entered into an intergovernmental agreement
and operating agreement under which EAC provides educational programs and services to the
District from July 1, 2005 through June 30, 2023. Per the agreement, Article IV section B, the
agreement shall automatically be extended for additional periods of one year each after the initial
term unless either party provides notice of termination of the agreement as set forth in Article V,
Section A of the agreement. Based on an amendment, the contractual agreement will continue
until June 30, 2025. The agreement established that EAC will provide educational programs;
certification of faculty; admission and registration of students; payroll services for EAC employees;
academic records and transcripts; access to student information; financial aid counseling,
processing, and distribution; student employment; curriculum and master schedule development;
information technology services; collection of all tuition and fees for credit courses; cashiering for
EAC-related functions; access to information relative to enrollments; and payment to adjunct
faculty.

The District has no employees as all faculty and staff are direct employees of EAC. The District
compensates EAC for its services on a cost reimbursement basis plus an administrative fee. This
fee is calculated by multiplying a reimbursement rate of 25% of EAC’s actual direct costs of
providing services and programs to the District.



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

B. Basis of Presentation and Accounting

The financial statements include the Governmental Fund Balance Sheet/Statement of Net
Position and the Statement of Governmental Fund Revenues, Expenditures, and Changes in
Fund Balance/Statement of Activities. Since the District is a single-program government, it
presents the government-wide financial statements in combination with the fund financial
statements.

The Governmental Fund Balance Sheet/Statement of Net Position provides information about the
assets, liabilities, deferred inflows of resources and fund balance/net position of the District at the
end of the year. Assets and liabilities are classified as either current or noncurrent. Net position
is classified according to external donor restrictions or availability of assets to satisfy the District
obligations. Net investment in capital assets, represents the value of capital assets, net of
accumulated depreciation/amortization, less any outstanding liabilities incurred to acquire or
construct the assets. Unrestricted net position includes all other net resources, including those
that have been designated by management to be used for other than general operating purposes.

The Statement of Governmental Fund Revenues, Expenditures, and Changes in Fund Balance/
Statement of Activities provides information about the District’s financial activities during the year.
Revenues are classified as either program or general, and all changes in net position are reported.
Generally, revenues generated by the District for instruction and student services, along with
operating and capital grants and contributions, are considered to be program revenues. Other
revenues used for instruction and student services, such as property taxes, state appropriations,
and investment earnings, not classified as program revenues are considered to be general
revenues.

The General Fund is the District’s primary operating fund.

The fund financial statements, the Governmental Fund Balance Sheet and the Statement of
Governmental Fund Revenues, Expenditures, and Changes in Fund Balance, are presented
using the current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when they become both measurable
and available. The District considers all revenues reported in the governmental fund to be
available if the revenues are collected within 60 days after year end. The District's major revenue
sources susceptible to accrual are property taxes, state appropriations, government grants and
contracts, and investment earnings. Expenditures are recorded when the related fund liability is
incurred, except for principal and interest on general long-term debt, which are recognized as
expenditures to the extent they are due and payable. General capital asset acquisitions are
reported as expenditures in the General Fund. Issuances of general long-term debt and
acquisitions under leases are reported as other financing sources.



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

The government-wide financial statements, the Statement of Net Position and the Statement of
Activities, are presented using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned, and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Property taxes are
recognized in the year in which they are levied. State appropriations are recognized as revenue
in the year in which the appropriation is first made available for use. Grants and donations are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

C. Cash and Investments

The District’'s cash and cash equivalents are considered to be cash on hand, demand deposits
and cash and investments held by the County Treasurer.

All investments are stated at fair value.
D. Capital Assets

Capital assets are reported at actual cost or estimated historical cost if historical records are not
available. Donated assets are reported at acquisition value.

Capitalization thresholds (the dollar values above which asset acquisitions are added to the
capital asset accounts), depreciation/amortization methods, and estimated useful lives of capital
assets reported in the financial statements are as follows:

Depreciation/

Capitalization Amortization Estimated
Threshold Method Useful Life
Land $1 Not applicable Not
applicable
Buildings and improvements $5,000 Straight-line 15-40 years
Equipment and Vehicles $5,000 Straight-line 5-15 years
Improvements other than $5,000 Straight-line 5-25 years
buildings
Library books $1 Straight-line 10 years
Intangibles:
Right-to-use subscription assets $5,000 Straight-line Varies
Right-to-use lease assets:
Equipment $5,000 Straight-line Varies

Intangible right-to-use assets are amortized over the shorter of the lease term or the useful life of
the underlying asset, unless the lease contains a purchase option that the District has determined



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies

is reasonably certain of being exercised — then the lease asset is amortized over the useful life of
the underlying asset.

Intangible right-to-use subscription assets are amortized over the shorter of the subscription term
or the useful life of the underlying IT assets.

E. Property Tax Revenues

The District’s property tax rate is adopted by the Governing Board and reviewed on an annual
basis. The Gila County Treasurer is responsible for collecting property taxes for all governmental
entities within the County. The County levies real and personal property taxes on or before the
third Monday in August that 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.

A lien assessed against real and personal property attaches on the first day of January preceding
assessment and levy.

F. Investment Earnings

Investment earnings is composed of interest, dividends, and net changes in the fair value of
applicable investments.

G. Fund Balance Classifications

Fund balance of the governmental fund is reported separately within classifications based on a
hierarchy of the constraints placed on the resources’ use. 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. Although the District did not use all of the
fund balance classifications during the current year, descriptions of each classification and the
District’s policies follows.

The nonspendable fund balance classification includes amounts that cannot be spent because
they are either not in spendable form, or are legally or contractually required to be maintained
intact. Restricted fund balances are those that have externally imposed restrictions on their usage



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 1 — Summary of Significant Accounting Policies
by creditors (such as through debt covenants), grantors, contributors, or laws and regulations.

The unrestricted fund balance category is composed of committed, assigned, and unassigned
resources. Committed fund balances are self-imposed limitations that the District's Governing
Board approved, which is the highest level of decision-making authority within the District. Only
the Board can remove or change the constraints placed on committed fund balances.

Assigned fund balances are resources constrained by the District’s intent to be used for specific
purposes, but is neither restricted nor committed. Assigned amounts represent intended uses
established by the Board or a management official delegated that authority by formal Board
action.

The unassigned fund balance is the residual classification for the General Fund and includes all
spendable amounts not reported in the other classifications.

When an expenditure is incurred that can be paid from either restricted or unrestricted fund
balances, the District will use restricted fund balance first. The District will use committed amounts
first when disbursing unrestricted fund balances, followed by assigned amounts, and lastly
unassigned amounts.

H. Leases and subscription-based information technology arrangements

As lessee, the District recognized lease liabilities with an initial, individual value of $5,000 or more.
The District uses its estimated incremental borrowing rate to measure lease liabilities unless it
can readily determine the interest rate implicit in the lease. The estimated incremental borrowing
rate is based on the prime loan rate.

As lessor, the District recognizes lease receivables with an initial, individual value of $10,000 or
more. If there is no stated rate in the lease contract (or if the stated rate is not the rate the District
charges the lessee) and the implicit rate cannot be determined, the District uses its own estimated
incremental borrowing rate as the discount rate to measure lease receivables. The District’'s
incremental borrowing rate is calculated as described above.

The District recognizes subscription liabilities with an initial, individual value of $5,000 or more.
The District uses its estimated incremental borrowing rate to measure subscription liabilities
unless it can readily determine the interest rate implicit in the arrangement. The District's
estimated incremental borrowing rate is calculated as described above.



Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 2 — Deposits and Investments

Arizona Revised Statutes (A.R.S.) requires the District to deposit special tax levies for the
District’'s maintenance or capital outlay with the County Treasurer. A.R.S. does not require the
District to deposit other public monies in its custody with the County Treasurer; however, the
District must act as a prudent person dealing with another’s property when making investment
decisions about those monies. A.R.S requires collateral for deposits at 102 percent of all deposits
not covered by federal depository insurance. A.R.S. does not include any requirements for credit
risk, custodial credit risk, concentration of credit risk, interest rate risk, or foreign currency risk for
the District’s investments.

Deposits — At June 30, 2023, the carrying amount of the District’'s deposits was $415,588, and
the bank balance was $415,588. The District does not have a formal policy with respect to
custodial credit risk of deposits. At June 30, 2023, the District’'s deposits were entirely covered
by Federal depository insurance or through the Arizona State Treasurer's pooled collateral
program.

Investments — The District had total investments of $9,158,747 at June 30, 2023. Investments
in the State Treasurer’s investment pool are valued at the pool's share price multiplied by the
number of shares the District held. The fair value of a participant's position in the pool
approximates the value of that participant’s pool shares. Investment in the County Treasurer’s
investment pool is valued using the District’s proportionate participation in the pool because the
pool’s structure does not provide for shares. The District's portion is not identified with specific
investments, and therefore, it is not subject to custodial credit risk. The State Board of
Investments provides oversight for the State Treasurer's investment pools. No comparable
oversight is provided for the County Treasurer’s investment pool. The District does not have a
formal policy regarding custodial credit risk for investments.

The District’s external investment pool balance measured at fair value at June 30, 2023 was as
follows:

Amount
State Treasurer’s investment pool 7 $ 9,117,760
County Treasurer’s investment pool 40,987
Total external investment pools
measured at fair value $ 9,158,747

Credit risk — Credit risk is the risk that an issuer or counterparty to an investment will not fulfill
the obligation. The District does not have a formal policy with respect to credit risk. At June 30,
2023, credit risk for the District’s investments was as follows:

Investment Type Rating Rating Agency Amount
State Treasurer’s investment pool 7 Unrated Not applicable $ 9,117,760
County Treasurer’s investment pool Unrated Not applicable 40,987
$ 9,158,747




Gila County Provisional Community College District
(Gila Community College)
Notes to Financial Statements
June 30, 2023

Note 2 — Deposits and Investments

Interest rate risk — Interest rate risk is the risk that changes in interest rates will adversely affect
an investments fair value. The District does not have a formal policy regarding interest rate risk
for investments. At June 30, 2023, the District had the following investments in debt securities:

Weighted
Average
Investment Type Maturity Amount
State Treasurer’s investment pool 7 1.27 years $9,117,760
County Treasurer’s investment pool 1.06 years 40,987

$ 9,158,747

A reconciliation of cash, deposits, and investments to amounts shown on the Statement of Net
Position follows:

Cash, deposits and

investments: Statement of Net Position:
Cash on hand $ 250
Amount of deposits 415,588 Cash and investments $ 9,574,585
Amount of investments 9,158,747
Total $ 9,574,585 Total $ 9,574,585

Note 3 — Due from Other Governments

Due from other governments at June 30, 2023, as reported in the Statement of Net Position is
comprised of amounts due from Eastern Arizona College in the amount of $1,200,264.
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Note 4 — Leases Receivable

The District leases an easement for a cell tower to a third party under the provisions of a contract
classified as a lease. The related receivable under the lease agreement has been recorded at the
present value of its future minimum lease payments as of the inception date. The District receives
payment on the lease at the beginning of each five-year period. There are four five-year period
extensions on the lease as of June 30, 2023.

During the fiscal year ended June 30, 2023, the District recognized total lease-related revenues
of $5,060.

Future minimum lease payments to be received under the lease agreement at year end is
summarized as follows:

Year ending June 30:

2024 $ 9,954
2025 5,197
2026 5,210
2027 5,983
2028 6,067
2029-2033 32,395
2034-2038 37,858
2039-2043 34,733
Total $ 137,397
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Note 5 — Capital Assets

Capital asset activity for the year ended June 30, 2023, was as follows:

Balance Balance
July 1, 2022 Increases Decreases June 30, 2023

Capital assets, not being
depreciated/amortized:
Land $ 1,268,208 $ $ $ 1,268,208
Construction in progress
Total capital assets, not being

depreciated/amortized 1,268,208 1,268,208
Capital assets, being depreciated/
amortized:
Buildings and improvements 6,145,320 135,849 6,281,169
Land improvements 274,178 28,354 302,532
Equipment 1,149,782 306,462 1,456,244
Vehicles 204,174 182,254 386,428
Library
books 361,668 361,668
Intangibles:
Right-to-use lease assets:
Equipment 14,360 14,360
Total capital assets being
depreciated/amortized 8,149,483 652,919 8,802,402

Less accumulated depreciation/
amortization for:

Buildings and improvements (1,508,379) (174,134) (1,682,513)
Land improvements (52,507) (12,091) (64,598)
Equipment (849,875) (71,677) (921,552)
Vehicles (194,464) (23,785) (218,249)
Library books (359,945) (945) (360,890)
Intangibles:
Right-to-use lease assets:
Equipment (11,180) (2,872) (14,052)
Total accumulated
depreciation/amortization (2,976,350) (285,504) (3,261,854)
Total capital assets, being
depreciated/
amortized, net 5,173,133 367,415 5,540,548
Total capital assets, net $ 6,441,341 $ 367,415 $ $ 6,808,756
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Note 6 — Due to Other Governments

At June 30, 2023, the District had reported a total amount due to other governments of
$2,876,135. A portion of this liability, in the amount of $2,520,315 is owed to EAC for providing
educational programs and services during the year. The remaining amount of $355,820 is owed
to the State of Arizona related to erroneous sales tax distributions in prior years.

Note 7 — Long-Term Liabilities

The following schedule details the District’s long-term liability and obligation activity for the year
ended June 30, 2023:

Balance Balance Due Within
July 1, 2022 Additions Reductions  June 30, 2023 One Year
Leases payable $ 3,588 2,872 716  $ 716
Loan payable 14,318 14,318
Total long-term
liabilities $ 17,906 17,190 716 $ 716

Leases payable — The District has obtained the right to use postage machines under provisions
of two lease agreements. The related obligations under the lease agreements have been
recorded at the present value of their future minimum lease payments as of the inception date.
Amortization of right-to-use assets recorded under leases is included with depreciation expense.

The following schedule details minimum lease payments to maturity for the District’s leases payable
at June 30, 2023:

Year ending June 30: Principal
2024 716
Total 716

The total amount of right-to-use lease assets and the related accumulated amortization by
major asset class are as follows:

Governmental
Activities
Asset:
Equipment $ 14,360
Less: Accumulated amortization 14,052
Carrying value $ 308
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Note 8 — Reconciliations

The reconciliation of the governmental fund balance sheet to the statement of net position at
June 30, 2023, was as follows:

Fund balance — governmental fund $ 7,922,883
Amounts reported for governmental activities in the statement of net position
are different because:

Some receivables are not available to pay for current-period expenditures
and, therefore, are deferred in the governmental fund statement. 176,269

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the governmental fund. 6,808,756

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental fund. 716

Net position of governmental activities $14,907,192

The reconciliation of the statement of governmental fund revenues, expenditures, and changes
in fund balance to the statement of activities for the year ended June 30, 2023, was as follows:

Net change in fund balance — governmental fund $ 444,948

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

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the fund 3,753

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation/amortization expense.

Expenditures for capitalized assets 652,919

Depreciation/amortization expense (285,504)

Net 367,415
Repayment of debt principal is an expenditure in the governmental fund, but

the repayment reduces long-term liabilities in the statement of net position. 17,190

Change in net position of governmental activities $ 833,306
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Note 9 — 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. The District, through
EAC, carries commercial insurance for all such risks of loss, including workers’ compensation and
accident insurance. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

Note 10 — Subsequent Event

In May 2024, the District was reviewed and evaluated as meeting the Eligibility Requirements for
accreditation by the Accrediting Commission for Community and Junior Colleges (ACCJC)
(https://accjc.org/). The District is preparing the required Institutional Self-Evaluation Report
(ISER) for submission no later than August 12, 2024. A Peer Review Team from ACCJC will visit
the Gila Pueblo and Payson Campuses to assess Candidacy for accreditation from October 7-9,
2024. ACCJC is also currently soliciting comments from third-party individuals or groups regarding
the District’s application. The Commission will read the Peer Review Team Report and ISER in
preparation for its deliberation and action on the institution’s accredited status. The Commission
is scheduled to meet in January 2025.
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Original
and Final Actual Variance with
Budget Amounts Final Budget
Revenues:
Property taxes $ 5,590,913 $ 5645402 $ 54,489
State appropriations 524,300 1,028,950 504,650
Smart and Safe Arizona Fund appropriations 246,393 369,733 123,340
Charges for services 12,856 12,856
Operating grants and contracts 300,000 1,384,495 1,084,495
Investment earnings 5,000 171,513 166,513
Other 43,762 43,762
Total revenues 6,666,606 8,656,711 1,990,105
Expenditures:
Educational and general 7,715,164 7,418,602 296,562
Debt service:
Principal retirement 17,190 (17,190)
Capital outlay 424 525 775,971 (351,446)
Total expenditures 8,139,689 8,211,763 (72,074)
Fund balance:
July 1, 2022 6,410,338 7,477,935 1,067,597
June 30, 2023 $ 4,937,255 $ 7,922,883 $ 2,985,628

See accompanying note to budgetary comparison schedule
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Note 1 — Budgeting and budgetary control

A.R.S. requires the District to prepare and adopt a balanced budget annually for each
governmental fund. The Governing Board must approve the operating and capital outlay budgets
on or before June 20. The Governing Board shall not adopt the budget if the property tax
requirements of the budget, excluding amounts budgeted and levied for secondary property taxes,
exceed the amounts established by statute. The budget must contain the estimated cost of all
operating, capital outlay, and debt service expenditures. The District budgets all General Fund
expenditures in total since all costs are paid through the agreement with Eastern Arizona College
(EAC).

For the year ended June 30, 2023, expenditures exceeded final budgeted amounts by $72,074.
The contractual agreement between the District and EAC is scheduled to mutually terminate on
June 30, 2025. District management will have more direct control over costs, as the majority are
paid through the agreement with EAC and are subject to a 25% overhead charge.

Note 2 — Budgetary basis of accounting

The District’'s budget is prepared on a basis consistent with generally accepted accounting
principles, except for the beginning unrestricted General Fund balance presented on the General
Fund’s Budgetary Comparison Schedule, which is budgeted on the cash basis.
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Independent auditors’ report on internal control over financial reporting and on compliance and other
matters based on an audit of basic financial statements performed in accordance with Government
Auditing Standards

The Arizona Auditor General
The Governing Board of
Gila County Provisional Community College District

We have audited, in accordance with U.S. generally accepted auditing standards 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 and General Fund of Gila County Provisional
Community College District as of and for the year ended June 30, 2023, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements, and have issued our report
thereon dated August 31, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the basic financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the District’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 a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the District’s basic 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 or significant deficiencies may exist that
were not identified.

858.565.2700
www.cwdl.com
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s basic 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 financial
statements. 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 District’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 District's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

S lamper Fitte Muntr

Mesa, Arizona
August 31, 2024

858.565.2700 .
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