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Name of School District County Co.-Dist. Number
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2009 at a meeting of the Board of Trustees of such school district on the 27th day of January 2010.
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PATTILLO, BROWN & HILL, rL.L.p.

CERTIFIED PUBLIC ACCOUNTANTS B BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Donna Independent School District

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Donna Independent School District (the “District”) as of
and for the year ended August 31, 2009, which collectively comprise the District’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
District’s management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Donna Independent School District as of August 31, 2009, and the respective
changes in financial position and, where applicable, cash flows thereof, and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

* The Management’s Discussion and Analysis on pages 4 through 11 and the budgetary comparison
information on pages, are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated January 8,
2010, on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and-compliance and the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

765 EAST 7TH ST. 8 BROWNSVILLE, TX 78520 & (956) 544-7778 B FAX: (956) 544-8465 ¥ wwrw.pbhcpa.com
AFFILIATE OFFICES: HILLSBORO, TX (254) 582-2583 @ TEMPLE, TX (254) 791-3460
WACO, TX (254) 772-4901 & WHITNEY, TX (254) 694-4600 8 ALBUQUERQUE, NM (505) 266-5904






Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
not a required part of the basic financial statements of the District. The other supplementary information,
required TEA schedules, and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole. The
introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on them.

fitt, B 21, 0

January 8, 2010






Donna Independent School District

“Creating Opportunities for Success”

Roberto F Loredo, Superintendent

MANAGEMENT’S DISCUSSION AND ANALYSIS
This section of Donna Independent School District annual financial report presents our discussion and analysis of
the District’s financial performance during the fiscal year ended August 31, 2009. Please read it in conjunction with
the District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
e The District’s total combined net assets were $84,358,827 at August 31, 2009.

e During the year, the District’s expenses were $6,704,121 less than the $151,489,890 generated in taxes and
other revenues for governmental activities.

o  The general fund reported a fund balance this year of $7,303,991.
OVERVIEW OF THE FINANCIAL STATEMENTS
This annual report consists of three parts—management’s discussion and

analysis (this section), the basic financial statements, and required
supplementary information. The basic financial statements include two

Figure A-1F, Required Components of the
District’s Annual Financial Repott

kinds of statements that present different views of the District: gttt L
e The first two statements are government-wide financial statements that THawageaet'¢ Basic . Relq"ife‘:
. . . - ) b i i upple
provide both long-term and short-term information about the District’'s | Deeecsecions Financial D ation |
. e Statements
overall financial status. a
Ahalyscs

e The remaining statements are find Sfinancial statements that focus on
individual parts of the government, reporting the District’s operations in - IS
more detail than the government-wide statements. e o

‘
i
H
i

©  The governmental funds statements tell how general government services TTTTTmmTmTTTTTTT
were financed in the short term as well as what remains for future spending. !
Government-Wide Fund Wotee
®  Proprietary fund statements offer short- and long-term financial Financial Financial to the
. . « e . A Statements Statements . .
information about the activities the government operates /ike businesses, Fenaneial
such as food service. Statesents

®  Fiduciary fund statements provide information about the financial
relationships in which the District’s acts solely as a frustee or agent for the

benefit of others, to whom the resources in question belong. Summary <:—___l/'\ Detail

The financial statements also include notes that explain some of the information in the financial statements and
provide more detailed data. The statements are followed by a section of required supplementary information that
further explains and supports the information in the financial statements. Figure A-1 shows how the required parts
of this annual report are arranged and related to one another.

116 North 10th Street * Donna, Texas 78537
Voice: (956) 464-1622 * Fax: (956) 464-1619
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Figure A-2 summarizes the major
features of the District’s financial
statements, including the portion of
the District’s government they cover
and the types of information they
contain.  The remainder of this
overview section of management’s
discussion and analysis explains the
structure and contents of each of the
statements.

Government-wide Statements

The government-wide statements
report information about the District
as a whole using accounting methods
similar to those used by private-
sector companies. The statement of
net assets includes all of the
government’s assets and liabilities.
All of the current year’s revenues
and expenses are accounted for in
the statement of activities regardless
of when cash is received or paid.

The two government-wide statements report the District’s net assets
difference between the District’s assets and liabilities—is one

position.

®  Over time, increases or decreases in the District’s net assets are an indicator

Figure A-2. Major Features of the District'

Type of Statements

Tund Statements

s Government-wide and Fund Financial Statements

Goyernment-wide

Governmental Funds

Proprietary Funds

Fiduciary Funds

Entire Agency’s government

The activities of the district

Activities the district

Instances in which the
district is the trustee or
agent for someone else's
resources

* Statertient 6f Hed
net assets

* Statement of changes
in fiduciary net assets

(except fiduciary funds) that are not proprietary or  {operates similar to private

Scope and the Agency's component fiduciary businesses: self insurance
P units

Statemant of fef assels 1+ Bilancs sHear + Stafenient of nat as86is
Required finaniial * Statement of activities "1+ Statement of revenues, . 1'*Statement of revenues,
Statéinents expenditures & changes: expenses and changgs in

N in fund balances fund net assets

: . . ; - i B * Statement of cash flows
Accounting basis Accrual accounting and Modified accrual Accrual accounting and

and measurement
focus

economic resources focus

accounting and current
financial resources focus

economiic resources focus

Accrual accounting and
economic resources focus

Type of
assetiability
information

All assets.and Kabilities,
both financial and capifal,
short-term and long-term

Only assets expected to
be used up and liabilities
that corrie due during the
yeiu' oF s00n tvhereaﬁ‘er;
no capital assets included -

© JAll assets and liabilities;

both financial and capital,
and short-term and long=:
term i .

All assets and Habilities,
both short-term and fong- "
term; the Agency's flinds do |

- yhot currently contain

capital assets, altHough '
thiey can :

Type of
inflow/outflow
information

All revenues and
expenses during year,
regardless of when cash
is received or paid

Revenues for which cash
is received during or soon
after the end of the year;
expenditures when goods
or services have been
received and payment is
due during the year or
soon thereafter

All revenues and expenses
during year, regardless of
when cash is received or
paid

All revenues and
expenses during year,
regardless of when cash
is received or paid

improving or deteriorating, respectively.

®  To assess the overall health of the District, one needs to consider additional non-

changes in the District’s tax base.

The government-wide financial statements of the District
basic services are included here, such as instruction, curri
support services and general administration. Grants and charges for

Fund Financial Statements

The fund financial statements provide more detailed
District as a whole. Funds are accounting devices t

and spending for particular purposes.

®  Some funds are required by State law.

¢ The Board of Trustees establishes other funds to con

show that it is properly using certain grants and local sources.

culum and staff

and how they have changed. Net assets—the
way to measure the District’s financial health or

of whether its financial health is

financial factors such as

include the Governmental activities. Most of the District’s
development, school district administrative
services finance most of these activities.

information about the District’s most significant funds—not the
hat the District uses to keep track of specific sources of funding

trol and manage money for particular purposes or to



The District’s has the following kinds of funds:

Governmental funds—Most of the District’s basic services are included in governmental funds, which focus
on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental fund statements,
provide a detailed short-term view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the District’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, we provide additional
information at the bottom of the governmental funds statement, or on the subsequent page, that explain the
relationship (or differences) between them. '

Proprietary funds—Services for which the District charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term and
short-term financial information.

We use internal service funds to report revenues and expenses related to services provided to organizations
inside the District on a cost reimbursement basis are accounted for in internal service fund. :

Fiduciary funds—The District is the trustee, or fiduciary, for certain funds. It is also responsible for other
assets that—because of a trust arrangement—can be used only for the trust beneficiaries. The District is
responsible for ensuring that the assets reported in these funds are used for their intended purposes. All of
the District’s fiduciary activities are reported in a separate statement of fiduciary net assets and a statement of
changes in fiduciary net assets. We exclude these activities from the District’s government-wide financial
statements because the District cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net assets: The District’s combined net assets were $84,358,827 at August 31, 2009 (See Table A-1).

) TABLE A-1
DONNA INDEPENDENT SCHOOL DISTRICT
GOVERNMENTAL ACTIVITIES
NET ASSETS
Current Assets: FY 2008 FY2009"
Cash and Cash Equivalents $21,435,537 $18,219,791
Property Taxes Receivable (Delinquent) 6,298,074 6,675,911
Allowance for Uncollectible Taxes (611,893) (651,266)
Due from Other Government 5,406,565 6,729,123
Due from Fiduciary Funds 377,918 3,398,482
Internal Balances
Other Receivables 96,466 8,576
Inventories 524,750 610,243
Total Current Assets: 33,527,417 34,990,860
Noncurrent Assets:
Capital Assets 162,810,841 173,576,084
Less Accumulated
Depreciation (34,201,890) (37,538,535)
~ Total Noncurrent Assets 128,608,951 136,037,549
Total Assets 162,136,368 171,028,409



TABLE A-1 CONTINUED
DONNA INDEPENDENT SCHOOL DISTRICT

GOVERNMENTAL ACTIVITIES
NET ASSEIS
Current Liabilities: - ~ FY 2008 FY 2009
~ Accounts Payable' _ ' 4,470,438 2,841,677

Accrued Liabilites 8,378 481,735

Interest Payable 236,255 310,950

Accrued Wages Payables - 2,610,741 2,169,563

Due to Fiduciary Funds 0 3,191,911

Due to Other Government 69,473 53,329

Deferred Revenues 4,451,198 2,211,046

Payable from Restricted Assets (8,458) 1,291,739

Current Portion of NonCurrent Liabilities 4,065,657 4,639,354
Total Current Liabilities - 15,903,682 17,191,304
Long-Term Liabilities:

Bonds Payable (Net of Current Portion) 66,839,685 64,363,884

Other Payable (Net of Current Portion) 2,561,288 5,114,394
Total Liabilities -~ 85,304,655 86,669,582
Net Assets:

Invested in Capital Assets Net of Related Debt 55,142,321 61,919,917

Restricted for Debt Service ~ 1,212,268 1,707,399

Restricted for Capital Projects 852,604 0

Restricted for Other Pui‘pos es 632,300 1,515,384

Unrestricted » 18,992,220 19,216,127 .
Total Net Assets 76,831,713 84,358,827

Changes in net assets: The District’s total revenues were $151,489,890.

The total cost of all programs and services was $34,604,823; 69.1% of these costs are for instructional, instructional
related and instructional staff development.

Governmental Activities
The District’s total net assets increased by $6,704,121. The total cost of all governmental activities this year was
$144,785,769. The amount that our taxpayers paid for these activities through property taxes was $11,404,922 or
7.9% of total cost.



Table 2A -
DONNA INDEPENDENT SCHOOL DISTRICT
GOVERNMENTAL ACTIVITIES
CHANGES IN NET ASSETS

Program Revenues: FY2008 FY 2009
Charges for Services $1,523,971 $906,454
Operating Grants and Contributions 30,402,572 33,698,369
State Aid- Formula Grants . 86,318,184 90,970,002
Unrestricted Grants & Contributions 13,111,225 12,717,637
Investment Earnings 521,662 200,140
Misc. Local & Inter. Rev 888,457 ‘ 532,521
Property Taxes 9,601,201 11,404,922
Special Item ’ 211,485 2,159,807
Extraordinary Item - (Use) , 0 (1,099,962)

Total Program Revenues 142,578,757 151,489,890

Expenditures
Instruction 73,564,961 77,920,193
Instructional Resources and Media Services 2,316,145 2,155,817
Curriculum Dev. And Instructional Staff Dev. 2,164,097 2,986,891
Instructional Leadership 2,927,012 3,590,789
School Leadership : 5,114,758 5,892,075
Guidance, Counseling and 4,596,597 4,999,818
Social Work Services 794,676 976,856
Health Services 1,589,003 . 1,636,355
Student (Pupil) Transportation 3,552,747 3,928,291
Food Services 9,604,584 9,140,238
Curricular/Extracurricular A ctivities 2,863,382 3,225,149
General Administration 4,529,401 4,487,311
Plant Maintenance & Oper. 14,321,105 15,492,734

- Security & Monitoring Sves. 2,145,077 2,404,411
Data Processing Services 1,276,971 1,285,458
Community Services 1,004,604 1,061,136
Debt Service 4,547,768 3,563,556
Bond Issuance Cost & Fees 12,995 3,155
Facilities Acquisition and Construction 274,921 35,536
Payments to Juvenile Justice Alternative Ed Prg. 113,760 0

Total Expenditures 137,314,564 144,785,769

Excess (Deficiency) of Revenues over Expenditures ' 5,264,193 6,704,121

Increase (Decrease) in Net Assets 5,264,193 6,704,121

Net Assets at Beginning of Year $72,017,167 76,831,713
Increase (Decrease) in Net Assets 5,264,193 6,704,121

. Prior Period Adjustment (449,647) 822,993

Net Assets at Fand of Year $76,831,713 $84,358,827




Table A-3 presents the cost of each of the District’s laf_gest functions as well as each function’s net cost (total cost
less fees generated by the activities and intergovernmental aid). The net cost reflects what was funded by state
revenues as well as local revenues.

e The cost of all governmental activities this year was $144,785,769.

e THowever, the amount that our taxpayers paid for these activities through property taxes was only
$11,404,922.

e Some of the cost was paid by those who directly benefited from the programs $906,454.

e By grants and contributions $90,970,002.

_ TABLEA-3
DONNA INDEPENDENT SCHOOL DISTRICT
GOVERNMENTAL ACTIVITIES
COST OF SERVICES
FYE2008 % Total FYE 2009 % Total

Expenditures .

Instruction ) 73,564,961 54% 77,920,193 54%

Plant Maintenance & Operations 14,321,105 10% 15,492,734 11%

Food Services . 9,604,584 7% 9,140,238 6%

School Leadership 5,114,758 4% 5,892,075 4%

Guidance, Counseling and Evaluation Services 4,596,597 3% 4,999,818 3%

General Administration 4,529,401 3% 4,487,311 3%

Student (Pupil) Transportation 3,552,747 3% 3,928,291 3%

Debt Service : 4,547,768 3% " 3,563,556 2%

Instructional Leadership - 2,927,012 2% 3,590,789 2%

Curricular/Extracurricular A ctivities 2,863,382 2% 3,225,149 2%
Total Expenditures 137,314,564 144,785,769

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

Revenues from governmental fund types totaled $151,489,890 an increase of 6.2% over the preceding year. The
increase in local revenues is a result of increased state aid revenue and property tax revenues. The increase in state
revenues is a result of an increase in average daily attendance. The increase in property tax revenue is higher tax
values and collection efforts.

General Fund Budgetary Highlights

Over the course of the year, the District revised its budget 12 times. Actual expenditures were $5,990,708 under
final budget amounts.

CAPITAL ASSETS

At the end of 2009, the District had invested $136,037,549 in a brdad range of capital assets, including land,
equipment, buildings, and vehicles. (See Table A-4.) This amount represents an increase of $7,428,598 over last

year.



TABLE A-4
DONNA INDEPENDENT SCHOOL DISTRICT
GOVERNMENTAL ACTIVITIES
SCHEDULE OF CAPTIAL ASSEIS

Capital Assets FYE2008 FYE2009
Land 6,964,197 . 7,005,324
Buildings and Improvements 125,830,761 137,948,917
Furniture & Equipment 14,523,705 14,780,283
Capital Leases , 4,293,875 9,862,251

. Construction in Progress 11,198,303 3,979,309

Totals at Historical Cost ' 162,810,841 173,576,0@4

Less Accumulated Depreciation (34,201,890) (37,538,535)

Net Capital Assets 128,608,951 . 136,037,549

LONG TERM DEBT

At year end, the District has $67,618,884 in bonds and notes outstanding as shown in Table A-5. More detailed
information about the District’s debt is presented in the notes to the financial statements.

TABLE A-5
Balance Balance

Governmental Activities: 8/31/2008 Additions  Reductions Adjustments  8/31/2009
Bonds Payable $68,430,000 $0 - $3,215,000 $0  $65,215,000
Note Payable _ 795,000 0 115,000 0 680,000
Accreted Interest 1,624,685 99,199 - ' 0 0 1,723,884
Capital Lease Payable 2,616,945 5,568,376 1,686,543 (30) 6,498,748

Totals $76,595,762 $5,667,575 $5,016,543 ($30) $74,117,632

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The Average Daily Attendance (ADA) is projected to grow at 3% in fiscal year 2009-2010. The District’s
2009-10 ADA is projected to be 13,797, which is an increase of 402.

e Legislative changes in state funding will hold the district harmless based on 2005-2007 rates and any
increases will be attributed to the changes in the ADA.

e A decrease in the property tax rates is budgeted. The total budgeted tax rate is $1.1779 which i is composed of
$1.17 compressed rate for maintenance and operations and $.0079 for the payment of principal and interest
on bonds.

e  The taxable value used for the 2008-2009 budget preparation is up $156,531,050 from the previous year,
which is an increase of 20%.

e Inflationary trends in the region tend to be somewhat lower than the national Consumer Price Index (CPI).

s Budgeted expenditures are projected to decrease by 0.9% to $133,024,171.

e Reduction in Force (RIF) plan was implemented during the end of fiscal year 2008-09. This will reduce staff
positions and for some employees reduce working hours for the following fiscal year.

These indicators were taken into account when adopting the general find budget for 2010. Amounts available for
appropriation in the general fund budget for 2010 are $133,024,171, an increase of 4.8% versus the final 2009
budget of $126,595,409.

10



CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, and investors and creditors with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money it receives.
Questions concerning any of the information provided in this report or requests for additiona! information should be
addressed to Mr. David Robledo, Office of Business & Finance, Donna 1.S.D., 116 North 10® Street, Donna, Texas
78537 or by calling (956) 461-4320. '

11
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DONNA INDEPENDENT SCHOOL DISTRICT

STATEMENT OF NET ASSETS

AUGUST 31, 2009

Primary Government

Data
Control Governmental
Codes Acfivities
ASSETS
1110  Cash and Cash Equivalents $ 18,219,791
1220  Property Taxes Receivable (Delinquent) 6,675,911
1230 Allowance for Uncollectible Taxes (651,266)
1240  Due from Other Governments 6,729,123
1267 Due from Fiduciary Funds 3,398,482
1290  Other Receivables, net 8,576
1300 Inventories : 610,243
Capital Assets:
1510  Land 7,005,324
1520 Buildings, Net 105,635,307
1530 Furniture and Equipment, Net 9,555,358
1540  Other Capital Assets, Net 4,293,875
1550  Leased Property Under Capital Leases, Net 5,568,376
1580  Construction in Progress 3,979,309
1000 Total Assets 171,028,409 .
LIABILITIES
2110 Accounts Payable 2,841,677
2140 Interest Payable 310,950
2150  Payroll Deductions & Withholdings 481,735
2160 Accrued Wages Payable 2,169,563
2177 Due to Fiduciary Funds 3,191,911
2180 Due to Other Governments 53,329
2300 Deferred Revenues 2,211,046
2400 Payable from Restricted Assets 1,291,739
Noncurrent Liabilities
2501 Due Within One Year 4,639,354
2502 Due in More Than One Year - 69,478,278
2000 Total Liabilities 86,669,582
NET ASSETS .
3200 Invested in Capital Assets, Net of Related Debt 61,919,917
3850 Restricted for Debt Service 1,707,399
3890 Restricted for Other Purposes 1,515,384
3900 Unrestricted Net Assets 19,216,127
3000 Total Net Assets $ 84,358,827

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

12
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DONNA INDEPENDENT SCHOOL DISTRICT

EXHIBIT B-1

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

13

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2009
Net (Expense)
Revenue and
Changes in Net
Data Program Revenues Assets
Control 1 3 4 . . 6
Codes Operating Primary Gov.
Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
11 Instruction $ 77,920,193 § 281,798 § 20,985,667 § (56,652,728)
12 Instructional Resources and Media Services 2,155,817 10,437 1,217,695 (927,685)
13 Curriculum and Instructional Staff Development 2,986,891 10,437 1,413,174 (1,563,280)
21 Imstructional Leadership 3,590,789 15,655 1,785,845 (1,789,289)
23 School Leadership 5,892,075 20,874 571,813 (5,259,388)
.31 Guidance, Counseling and Evaluation Services 4,999,818 20,874 2,488,174 (2,490,770)
32 Social Work Services 976,856 5,218 465,962 (505,676)
33 Health Services 1,636,355 5,218 763,847 (867,290)
34 Student (Pupil) Transportation 3,928,291 15,655 510,854 (3,401,782)
35 Food Services 9,140,238 319,204 314,746 (8,506,288)
36 Extracurricular Activities 3,225,149 84,575 101,614 (3,038,960)
41 General Administration 4,487,311 15,655 357,630 (4,114,026)
51 Plant Maintenance and Operations 15,492,734 85,199 615,739 (14,791,796)
52 Security and Monitoring Services 2,404,411 10,437 951,002 (1,442,972)
53 Data Processing Services 1,285,458 5,218 205,666 (1,074,574)
61 Community Services 1,061,136 - 943,941 (112,196)
72 Debt Service - Interest on Long Term Debt 3,563,556 - - (3,563,556)
73 Debt Service - Bond Issuance Cost and Fees 3,155 - - (3,155)
81 Facilities Acquisition and Construction 35,536 - - (35,536)
[TP] TOTAL PRIMARY GOVERNMENT: $ 144,785,769 § 906,454 § 33,698,369 (110,180,946)
Data
Control
Codes General Revenues:
Taxes:
MT ‘Property Taxes, Levied for General Purposes 10,088,753
DT Property Taxes, Levied for Debt Service 1,316,169
SF State Aid - Formula Grants 90,970,002
GC Grants and Contributions not Restricted 12,717,637
IE Investment Earnings 200,140
MI Miscellaneous Local and Intermediate Revenue 532,521
S1 Special Ttem - 2,159,807
82 Special Item - (Use) (1,099,962)
TR Total General Revenues and Special Items 116,885,067
CN Change in Net Assets 6,704,121
NB  Net Assets--Beginning 76,831,713
PA Prior Period Adjustment 822,993
NE  Net Assets--Ending $ 84358827
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~ DONNA INDEPENDENT SCHOOL DISTRICT

EXHIBIT C-1

BALANCE SHEET
GOVERNMENTAL FUNDS
AUGUST 31, 2009
Data
Control 10 50 Other Total
Codes General Debt Service Nonmajor Governmental
Fund Fund Funds Funds
ASSETS
1110 Cash and Cash Equivalents $ 9,669229 § 5,639,902 § 879,653 § 16,188,784
1220 Property Taxes - Delinquent 5,977,315 698,596 - 6,675,911
1230 Allowance for Uncollectible Taxes (Credit) (581,406) (69,860) - (651,266)
1240 Due from Other Governments 3,217,245 - 3,511,878 6,729,123
1260 Due from Other Funds 22,410,550 18,777 1,223,204 23,652,531
1290 Other Receivables 6,569 1,842 - 8,411
1300  Inventories 598,937 - 11,306 610,243
1000 Total Assets $ 41,298,439 § 6,289,257 § 5,626,041 $ 53,213,737
LIABILITIES AND FUND BALANCES
Liabilities:
2110 Accounts Payable $ 1,529,045 $ - $ 290,399 $ 1,819,444
2140 Interest Payable - Current 180,248 130,702 - 310,950
2150 Payroll Deductions and Withholdings Payable 481,735 - - 481,735
2160 Accrued Wages Payable 1,828,104 - 341,459 2,169,563
2170 Due to Other Funds 22,617,472 3,842,664 3,784,580 30,244,716
2180 Due to Other Governments - - 53,329 53,329
2300 Deferred Revenues 7,169,927 604,632 239,827 8,014,386
2400  Payable from Restricted Assets 187,917 3,860 - 191,777
2000 Total Liabilities 33,994,448 4,581,858 4,709,594 43,285,900
Fund Balances:
Reserved For:
3410 Investments in Inventory 598,937 - - 598,937
3420 Retirement of Long Term Debt - 1,707,399 - 1,707,399
3490 Other Purposes - - 749,314 749,314
Unreserved and Undesignated:
3600 Reported in the General Fund 6,705,054 - - 6,705,054
3610 Reported in Special Revenue Funds - - 167,133 167,133
3000 Total Fund Balances 7,303,991 1,707,399 916,447 9,927,837
4000 Total Liabilities and Fund Balances $ 41,298439 § 6,289,257 § 5,626,041 §$ 53,213,737

The notes to the financial statements are an integral part of this statement.
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DONNA INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE

STATEMENT OF NET ASSETS
AUGUST 51, 2009

EXHIBIT C-2

Total Fund Balances - Governmental Funds

The District uses internal service funds to charge the costs of certain activities, such as
self-insurance and printing, to appropriate functions in other funds. The assets and
liabilities of the internal service funds are included in governmental activities in the
statement of net assets. The net effect of this consolidation is to increase net assets.

Capital assets used in governmental activities are not financial resources and therefore
are not reported in governmental funds. At the beginning of the year, the cost “of these
assets was $162,810,841 and the accumulated depreciation was $34,201,890. In
addition, long-term liabilities, including bonds payable, are not due and payable in the
current period, and, therefore are not reported as liabilities in the funds. The net effect
of including the beginning balances for capital assets (net of depreciation) and long-
term debt in the governmental activities is to increase net assets.

Current year capital outlays and long-term debt principal payments are expenditures in
the fund financial statements,but they should be shown as increases in capital assets
and reductions in long-term debt in the government-wide financial statements. The
net effect of including the 2009 capital outlays and debt principal payments is to
increase net assets.

The 2009 depreciation expense increases accumulated depreciation. The net effect of
the current year's depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing deferred revenue as revenue, eliminating interfund transactions,
reclassifying tehproceeds of bond sales as an increase in bonds payable, and
recognizing the liabilities associated with maturing long-term debt and interest. The
net effect of these reclassifications and recognitions is to increase net assets.

Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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9,927,837

7,807,695

55,142,321

10,424,007

(3,547,242)

4,604,209

$

84,358,827
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DONNA INDEPENDENT SCHOOL DISTRICT

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

EXHIBIT C-3

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Data 10 50 Other Total
Control General Debt Service Nonmajor Govermnmental
Codes Fund . Fund Funds Funds
. REVENUES:
5700 Total Local and Intermediate Sources $ 11,094,546 $ 1,519,737 $ 71,828 $§ 12,686,111
5800 ~ State Program Revenues 97,325,823 5,240,362 5,047,510 107,613,695
5900  Federal Program Revenues 9,510,530 - 20,220,569 29,731,099
5020 Total Reveﬁues 117,930,899 6,760,099 25,339,907 150,030,905
EXPENDITURES:
Current: :
0011  Inmstruction 61,348,393 - - 15,756,707 77,105,100
0012 Instructional Resources and Media Services 1,274,975 - 874,501 2,149,476
0013  Curriculum and Instructional Staff Development 1,506,087 - 1,450,795 2,956,882
0021  Inmstructional Leadership 2,068,612 - 1,491,402 3,560,014
0023  School Leadership 5,584,716 - 217,311 5,802,027
0031  Guidance, Counseling and Evaluation Services 2,862,861 - 2,115,134 4,977,995
0032  Social Work Services 560,967 - 415,061 976,028
0033  Health Services 955,443 - 667,919 1,623,362
0034  Student (Pupil) Transportation 3,611,658 - 238,103 3,849,761
0035  Food Services 9,120,907 - 16,858 9,137,765
0036 Extracurricular Activities 3,173,285 - 1,488 3,174,773
0041  General Administration 4,474,630 - 26,699 4,501,329
0051  Facilities Maintenance and Operations 15,135,777 - 36,830 15,172,607
0052  Security and Monitoring Services 2,104,757 - 831,717 2,936,474
0053  Data Processing Services 1,163,643 - 102,339 1,265,982
0061 Community Services 217,679 - 853,287 1,070,966
Debt Service: :
0071  Debt Service - Principal on Long Term Debt 1,610,794 3,215,000 190,749 5,016,543
0072 Debt Service - Interest on Long Term Debt 393,603 - 3,070,754 - 3,464,357
0073  Debt Service - Bond Issuance Cost and Fees 900 2,255 - 3,155
Capital Outlay: '
0081 Facilities Acquisition and Construction 9,913,552 - 153,053 10,066,605
6030 Total EXpenditureS ' 127,083,239‘ 6,288,009 25,439,953 158,811,201
1100  Excess (Deficiency) of Revenues Over (Under) (9,152,340) 472,090 (100,046) (8,780,296)
Expenditures
OTHER FINANCING SOURCES (USES):
7913 -Capital Leases 5,568,376 - - 5,568,376
7949  Other Resources 2,159,807 - - 2,159,807
7080 Total Other Financing Sources (Uses) 7,728,183 - - 7,728,183
1200 Net Change in Fund B_alances (1,424,157) 472,090 (100,046) (1,052,113)
0100  Fund Balance - September 1 (Beginning) 8,835,125 1,212,268 976,508 11,023,901
1300 Prior Period Adjustment (106,977) 23,041 39,985 (43,951)
3000  Fund Balance - August 31 (Ending) $ 7,303,991 § 1,707,399 § 916,447 § 9,627,837

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-4
DONNA INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2009

Total Net Change in Fund Balances - Governmental Funds $ (1,052,113)

The District uses internal service funds to charge the costs of certain activities, such as 1,679,490
self-insurance and printing, to appropriate functions in other funds. The net income

(loss) of internal service funds are reported with governmental activities. The net effect

of this consolidation is to increase net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 10,424,007
the fund financial statements, but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2009 capital outlays and debt principal payments is to increase

(decrease) net assets. :

Depreciation is not recognized as an expense in governmental funds since it does not (3,547,242)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the (800,021)
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to increase (decrease) net assets.

Change in Net Assets of Governmental Activities $ 6,704,121

The notes to the financial statements are an integral part of this statement.
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DONNA INDEPENDENT SCHOOL DISTRICT EXHIBIT C-5
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND '
FOR THE YEAR ENDED AUGUST 31, 2009
Data Actual Amounts Variance With
Control Budgeted Amounts . (C.}AAP Fmal. I?»udget
Codes — - Basis - Note Positive or
Original Final mA) (Negative)
REVENUES:
5700 Total Local and Intermediate Sources 11,651,336 § 11,656,336 § 11,094,546 '§ - (561,790)
5800 State Program Revenues 93,945,286 99,639,419 97,325,823 (2,313,596)
5900 Federal Program Revenues 9,275,750 9,796,776 9,510,530 (286,246)
5020 Total Revenues 114,872,372 121,092,531 117,930,899 (3,161,632)
EXPENDITURES:
Current:
0011 Instruction - 60,241,683 58,885,308 61,348,393 (2,463,085)
0012 Instructional Resources and Media Services 1,116,800 1,219,108 1,274,975 (55,867)
0013 Curriculum and Instructional Staff Development 1,602,110 1,690,272 1,506,087 184,185
0021 Instructional Leadership 2,137,873 2,162,793 2,068,612 94,181
0023 School Leadership . 5,499,770 5,500,402 5,584,716 (84,314)
0031 Guidance, Counseling and Evaluation Services 2,621,390 2,879,660 2,862,861 16,799
0032 Social Work Services 659,330 630,481 560,967 69,514
0033 Health Services 1,041,760 890,286 955,443 (65,157)
0034 Student (Pupil) Transportation 2,832,130 3,681,061 3,611,658 69,403
0035 Food Services 9,619,070 5,810,015 9,120,907 689,108
0036 Extracurricular Activities 3,180,387 3,382,830 3,173,285 209,545
0041 General Administration 5,099,320 4,665,471 4,474,630 190,841
0051 Facilities Maintenance and Operations 14,535,359 14,694,366 15,135,777 (441,411)
0052 Security and Monitoring Services 2,320,590 2,091,284 2,104,757 (13,473)
0053 Data Processing Services 1,272,480 1,169,504 1,163,643 5,861
0061 Community Services 230,160 229,471 217,679 11,792
Debt Service:
0071 Debt Service - Principal on Long Term Debt 643,680 1,534,541 1,610,794 (76,253)
0072 Debt Service - Interest on Long Term Debt 104,720 133,037 393,603 (260,566)
0073 Debt Service - Bond Issuance Cost and Fees - 900 900 -
Capital Outlay:
0081 Facilities Acquisition and Construction - 5,841,741 9,913,552 (4,071,811)
Intergovernmental:
0095 Payments to Juvenile Justice Alternative Ed. Prg. 113,760 - - -
6030 Total Expenditures 114,872,372 121,092,531 127,083,239 (5,990,708)
1100 Exc;ss (Deficiency) of Revenues Over (Under) R R (9,152,340) (9,152,340)
Expenditures
OTHER FINANCING SOURCES (USES):
7913 Capital Leases - - 5,568,376 5,568,376
7914 Non-Current Loans 3,000,000 3,000,000 - (3,000,000)
7949 Other Resources - - 2,159,807 2,159,807
8911 Transfers Out (Use) (3,000,000) (3,000,000) - 3,000,000
7080 Total Other Financing Sources (Uses) - - 7,728,183 7,728,183
1200  Net Change in Fund Balances - - (1,424,157) (1,424,157)
0100 - Fund Balance - September 1 (Beginning) 8,835,125 8,835,125 8,835,125 -
1300  Prior Period Adjustment - - (106,977) (106,977)
8,835,125 § 8,835,125 % 7,303,991 - $ (1,531,134)

3000  Fund Balance - August 31 (Ending)

The notes to the financial statements are an integral part of this statement.
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. EXHIBIT D-1
DONNA INDEPENDENT SCHOOL DISTRICT

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
AUGUST 31, 2009
Governmental
Activities -
Total
Internal
Service Funds
ASSETS
Current Assets:
Cash and Cash Equivalents _ ' $ 2,031,007
Due from Other Funds ' 7,675,386
Other Receivables 165
Total Assets , 9,706,558
LIABILITIES ‘
Current Liabilities: .
Accounts Payable 1,022,233
Due to Other Funds 876,630
Total Liabilities » 1,898,863
NET ASSETS
Unrestricted Net Assets , ' ’ - 7,807,695

Total Net Assets _ $ 7,807,695

The notes to the financial statements are an integral part of this statement.
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DONNA INDEPENDENT SCHOOL DISTRICT

EXHIBIT D-2

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

FOR THE YEAR ENDED AUGUST 31, 2009

PROPRIETARY FUNDS

Governmental
Activities -
Total
Internal
Service Funds

OPERATING REVENUES: ‘
Local and Intermediate Sources

Total Operating Revenues

OPERATING EXPENSES:

Payroll Costs

Professional and Contracted Services
Supplies and Materials

Other Operating Costs

Total Operating Expenses

Operating Income
Total Net Assets - September 1 (Beginning)
Prior Period Adjustment
Total Net Assets - August 31 (Ending)

The notes to the financial statements are an integral part of this statement.
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512,817,881
12,817,881

121,046
852,993
67,091

10,096,631
11,137,761

1,680,120
5,261,291
866,284

$ 7,807,695
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DONNA INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

EXHIBIT D-3

Governmental
Activities -
Total
Internal
Service Funds

Cash Flows from Operating Activities:
Cash Received from User Charges
Cash Payments for Insurance Claims

Net Cash Used for Operating

Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of the Year:

Cash and Cash Equivalents at the End of the Year:

Reconciliation of Operating Income to Net Cash
Used for Operating Activities:
Operating Income:

Effect of Increases and Decreases in Current
Assets and Liabilities:
Decrease (increase) in Receivables
Increase (decrease) in Accounts Payable
Net Cash Used for Operating
Activities

The notes to the financial statements are an integral part of this statement.
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$ 29,967,623

(36,171,574)

(6,203,951)

(6,203,951)
8,234,958

$ 2,031,007

$ 1,680,120

(4,182,438)
(3,701,633)

$ (6,203,951)
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DONNA INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
AUGUST 31, 2009

Private Rosita
Purpose Alarcon © Agency
Trust Funds Scholarship Funds

ASSETS .
Cash and Cash Equivalents $ 10,060 $ 3,769 § 635,082
Due from Other Funds - - 10,706
Other Receivables . - - 105,953

Total Assets 10,060 3,769 $ 751,741
LIABILITIES
Accounts Payable - - 3 74,946
Payroll Deductions and Withholdings Payable - - 1,399
Due to Other Funds - - 217,277
Due to Other Governments - - 124,431
Due to Student Groups 10,060 - 252,719
Deferred Revenues - - 73,508
Payable from Restricted Assets - - 7,461

Total Liabilities 10,060 - $ 751,741
NET ASSETS

Restricted for Scholarships - 2,769
Restricted for Other Purposes - 1,000
Total Net Assets $ - $ 3,769

The notes to the financial statements are an integral part of this statement.
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EXHIBIT E-2
DONNA INDEPENDENT SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIAR_Y FUND NET ASSETS
FIDUCIARY FUNDS

FOR THE YEAR ENDED AUGUST 31, 2009

Private
Purpose Agency
" Trust Funds Funds
Change in Net Assets - -
Total Net Assets - September 1 (Beginning) - 3,769

Total Net Assets - August 31 (Ending) $ - $ 3,769 -

The notes to the financial statements are an integral part of this staternent.
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DONNA INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Donna Independent School District ("District") is a public educational agency operating under the applicable
laws and regulations of the State of Texas. It is governed by a seven-member Board of Trustees ("Board")
elected by registered voters of the District. The District prepares its basic financial statements in conformity
with generally accepted accounting principles promulgated by the Governmental Accounting Standards Board
and other authoritative sources identified in Statement on Auditing Standards No. 69 of the American
Institute of Certified Public' Accountants; and it complies with the requirements of the appropriate version of
Texas Education Agency's Financial Accountability System Resource Guide ("Resource Guide") and the
requirements of contracts and grants of agencies from which it receives funds.

A.

REPORTING ENTITY

The Board has governance responsibilities over all activities related to public elementary and secondary
education within the jurisdiction of the District. The Board is elected by the public and has the
exclusive power and duty to govern and oversee the management of the public schools of the District.
All powers and duties not specifically delegated by statute to the Texas Education Agency ("TEA") or to
the State Board of Education are reserved for the Board, and the TEA may not substitute its judgment
for the lawful exercise of those powers and duties by the Board. The District receives funding from
local, state and federal government sources and must comply with the requirements of those funding
entities. However, the District is not included in any other governmental "reporting entity" as defined
by the GASB in its Statement No. 14, "The Financial Reporting Entity” and there is no component unit
included within the reporting entity.

GOVERNMENT -WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities are government-wide financial statements.
They report information on all of the District and its component unit non-fiduciary activities with the
inter-fund activities removed. Governmental activities include programs supported primarily by taxes,
grants, state foundation funds and other intergovernmental revenues.

The Statement of Activities demonstrates how other people or entities that participate in programs the
District operates have shared in the payment of the direct costs. The “charges for services” column
includes payments made by parties that purchase, use or directly benefit from goods or services provided
by a given function or segment of the District. The “grants and contributions” column includes amounts
paid by organizations outside the District to help meet the operational or capital requirements of a given
function. Examples include grants through the Department of Education, Department of Health &
Human Services and Texas Education Agency.. If revenue is not program revenus, it is general revenue
used to support all of the District’s functions. ‘

Inter-fund activities between governmental funds appear as due to/due from on the Governmental Fund
Balance Sheet and Proprietary Fund Statement of Net Assets and as other resources and other uses on
the governmental fund Statement of Revenues, Expenditures and Changes in Fund Balance and on the
Proprietary Fund Statement of Revenues, Expenses and Changes in Fund Net Assets. All inter-fund
transactions between governmental funds and between governmental funds and internal service funds
are eliminated on the government-wide statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

GOVERNMENT ~WIDE AND FUND FINANCIAL STATEMENTS (Continued)

The fund financial statements provide reports on the financial condition and results of operations for
three fund categories - governmental, proprietary, and fiduciary. Since the resources in the fiduciary
funds cannot be used for District operations, they are not included in the government-wide statements.
The District considers some governmental funds major and reports their financial condition and results
of operations in a separate column.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses result from providing services and producing and delivering goods in connection
with a proprietary fund’s principal ongoing operations. All other revenues and expenses are non-
operating.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the
accrual basis of accounting, as do the proprietary fund and fiduciary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of the related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current
liabilities and fund balances are included on the balance sheet. Operating statements of these funds
present net increases and decreases in current assets (i.e., revenues and other financing sources and
expenditures and other financing uses). ‘

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in which
the fund liability is incurred, if measurable, except for unmatured interest and principal on long-term
debt, which is recognized when due. The expenditures related to certain compensated absences and
claims and judgments are recognized when the obligations are expected to be liquidated with expendable
available financial resources. The District considers all revenues available if they are collectible within
60 days after year-end.

Revenues from local sources consist primarily of property tax revenue. Miscellaneous revenues are
recorded as revenue when received in cash because they are generally not measurable until actually
received. Investment earnings are recorded as earned, since they are both measurable and available.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the
grant. Accordingly, when such funds are received, they are recorded as deferred revenues until related
and authorized expenditures have been made. If balances have not been expended by the end of the
project period, grantors some times require the District to refund all or part of the unused amount.

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of €conomic resources
measurement focus and utilize the accrual basis of accounting. This basis of accounting recognizes
revenues in the accounting period in which they are earned and become measurable and expenses in the
accounting period in which they are incurred and become measurable. The District applies all GASB
pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or
before November 30, 1989, unless these pronouncements conflict or contradict GASB pronouncements.
With this measurement focus, all assets and all liabilities associated with the operation of these funds are
included on the fund Statement of Net Assets. The fund equity is segregated into invested in capital
assets net of related debt, restricted net assets, and unrestricted net assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

BASIS OF PRESENTATION - FUND ACCOUNTING

The District reports the following major governmental funds:

1.

2.

General Fund - is used to account for financial resources used for general operations. This is a
budgeted fund and any fund balances are considered resources available for current operations.
All revenues and expenditures not required to be accounted for in other funds, are accounted for
in this fund. g

Debt Service Fund - is used to account for resources accumulated and payments made for
principal and interest on long-term general obligation debt of governmental funds in a debt
service fund.

Additionally, the District reports the following fund type(s):

Governmental Funds:

1.

Special Revenue Funds - are used to account for resources restricted to, or designated for,
specific purposes by a grantor. Federal and state financial assistance generally is accounted for
in a Special Revenue Fund. Normally, unused balances are returned to the grantor at the close
of specified project periods. . :

Capital Projects Fund - is used to account for proceeds from long-term debt financing and
revenues and expenditures related to authorized construction and other capital asset
acquisitions.

Permanent Funds - is used to account for donations for which the donor has stipulated that the
principal may not be expended and where the income may only be used for purposes that
support the District’s programs. The District has no Permanent Funds.

Proprietary Fund:

1.

Enterprise Funds - are used to account for those operations that are financed and operated in a
manner similar to private business. The District has no Enterprise funds.

Internal Service Funds — Revenues and expenses related to services provided to organizations
inside the District on a cost reimbursement basis are accounted for in an internal service fund.
The District’s Internal Service Funds include the following: Health Insurance Fund, Vending’
Machines Fund, and Worker’s Compensation Fund.

Fiduciary funds:

1.

Private Purpose Trust Funds - are used to account for donations, which have stipulations that
the principal may not be expended; only the income may be used for a specific purpose.

2. Agency Funds — are used to account for resources held for others in a custodial capacity in

agency funds. The District’s Agency Funds are the Textbook Waiver Refunds, Student
Activity Account, County Education District, Tax Office Clearing Account, Campus Checking
accounts, Library Fund, and Campus Agency Funds.

Pension (and Other Employee Benefit) Trust Funds-- These funds are used to account for

local pension and other employee benefit funds that are provided by the District in lieu of or in
addition to the Teacher Retirement System of Texas. The District has no Pension Trust Funds.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. BASIS OF PRESENTATION - FUND ACCOUNTING (Continued)

4. Investment Trust Fund—This fund is one in which the District holds assets in trust for other
entities participating in an investment program managed by the District. The District has no
Investment Trust Funds.

E. OTHER ACCOUNTING POLICIES

1.

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

The District reports inventories of supplies at weighted average cost including consumable
maintenance, instructional, office, athletic, and transportation items. Supplies are recorded as
expenditures when they are consumed. Inventories of food commodities are recorded at market
values supplied by the Texas Department of Human Services. Although commodities are received-
at no cost, their fair market value is supplied by the Texas Department of Human Services and
recorded as inventory and deferred revenue when received. When requisitioned, inventory and
deferred revenue are relieved, expenditures are charged, and revenue is recognized for an equal
amount.

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance costs are reported as deferred charges and amortized
over the term of the related debt. In the fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance costs, during the current period.
The face amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Vacations are taken within the same year they are earned, and any unused days at the end of the
year are forfeited. Therefore, no liabilities have been accrued in the accompanying general-purpose
financial statements. Employees of the District are entitled to sick leave based on category/class of
employment. Sick leave is allowed to be accumulated but does not vest. Therefore, a liability for
unused sick leave has not been recorded in the accompanying general-purpose financial statements.

Capital assets, which include land, buildings, vehicles, furniture & equipment and construction in
progress, are reported in the applicable governmental activities or business-type activities columns
in the government-wide financial statements. The District defines capital assets as assets with an
initial, individual cost of more than $5;000 and an estimated useful life in excess of one year. Such
assets are recorded at historical cost or estimated historical cost if purchased or conmstructed.
Donated capital assets are recorded at the estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Buildings, vehicles and furniture & equipment of the
District is depreciated using the straight line method over the following estimated useful lives:
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L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. OTHER ACCOUNTING POLICIES (Continued)

Assets Years
Buildings 50
Building Improvements 20
Vehicles ’ 5
Office Equipment 5
Computer Equipment 5

6. In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change for
future construction needs.

7. When the District incurs an expense for which it may use either restricted or unrestricted assets, it
uses the restricted assets first unless unrestricted assets will have to be returned because they were
not used. ’

8. The Data Control Codes refer to the account code structure prescribed by TEA in the Financial
Accountability System Resource Guide. The Texas Education Agency requires school districts to
display these codes in the financial statements filed with the Agency in order to insure accuracy in
building a statewide database for policy development and funding plans.

1. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. EXPLANATION OF DIFFERENCES BETWEEN THE GOVERNMENTAL FUND BALANCE
SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

Exhibit C-2 provides the reconciliation between the fund balance for total governmental funds on the
governmental fund balance sheet and the net assets for governmental activities as reported in the
government-wide statement of net assets.

One element of that reconciliation explains that capital assets are not financial resources and are
therefore not reported in governmental funds. In addition, long-term liabilities, including capital leases
payable, are not due and payable in the current period and are not reported as liabilities in the funds.
The details of capital assets and long-term debt at the beginning of the year were as follows:

Capital Assets at the Historic Accumulated Net Value at the Changes in Net_
Beginning of Year Cost Depreciation Beginning of Year Assets
Land $ 6964197 $ - 3 6,964,197  § -
Buildings 125,830,761 (29,475,816) 96,354,945 -
Furniture & Equipment- 14,523,705 (4,726,074) 9,797,631 -
Construction in Progress 11,198,303 - 11,198,303 -
Capital Leased Assets 4,293,875 - ' 4,293,875 -
Changes in Net Assets » $ 128,608,951
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I1.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
(Continued)

A. EXPLANATION OF DIFFERENCES BETWEEN THE GOVERNMENTAL FUND BALANCE
SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS (Continued)

Long - Term Liabilities at the Payable at the

Beginning of Year Beginning of Year
Bonds Payable $ 68,430,000
Notes Payable 795,000
Accreted Interest 1,624,685
Capital Leases Payable 2,616,945
Changes in Net Assets $ 73,466,630
Net Adjustment to Net Assets $ 55,142,321

B. EXPLANATION OF DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
AND THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

Exhibit C-4 provides reconciliation between the net changes in fund balance as shown on the
governmental fund statement of revenues, expenditures and changes in fund balances and the changes in
net assets of governmental activities as reported on the government-wide statement of activities. One
element of that reconciliation explains that current year ca