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INDEPENDENT AUDITORS’ REPORT

To the Honorable Chairman and
Members of the Board of Trustees
Florence School District One

" Florence, South Carolina

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Florence School District One,
Florence, South Carolina, (the District) as of and for the year ended June 30, 2007, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
* statements are the responsibility of Florence School District One’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 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
the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We beljeve 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, the business-type activities, each major fund, and
the aggregate remaining fund information of Florence School District One, Florence, South Carolina, as of
June 30, 2007, and the respeitive changes in financial position and cash flows, where applicable, thereof and
the respective budgetary comparisons for the General Fund and Major Special Revenue Funds for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 4, 2007
on our consideration of Florence School District One’s interal control over financial reporting and on our
* tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal contro}
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 considered in assessing the results of our
audit.

~
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Florence School District On
" Florence, South Carolina

The management’s discussi

o

financial statements but is s

on and analysis identified in the table of contents is not a required part of the basic

upplemental 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 tthe methods of measurement and presentation of the supplemental information.
However, we did not audit the information and express no opinion it.

"Our audit was conducted

(01’ the purpose of forming opinions on the financial statements that collectlvely

comprise the District’s basic financial statements. The supplemental information as listed in the table of

contents, as well as the sche
and Budget Circular A-133
for purposes of additional
supplemental information a
awards, have been subjected
in our opinion, are fan-ly St;
whole.

Augusta, Georgia
December 4, 2007

>dule of expenditures of federal awards, as required by U.S. Office of Management
Audits of States, Local Governments, and Non-Profit Organizations are. presented
analysis and are not a required part of the basic financial statements. The
g listed in the table of contents, as well as the schedule of expenditures of federal
to the anditing procedures applied in the audit of the basic financial statements and,
ated in all material respects in relation to the basic financial statements taken as a

Bl ff Boymy, g i
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Florence School District One
Management’s Discussion and Analysis
June 30, 2007

As management of Florence School District One (The District), we offer readers of the District’s
financial statements this harrative overview and analysis of the financial activities of the District
for the fiscal year ended June 30, 2007. It should be read in conjunction with the accompanying
basic financial statements! '

OVERVIEW OF THE EINANCIAL STATEMENTS

Management’s Discussion and Analysis is intended as an introduction to the District’s basic
financial statements. The basic financial statements consist of three components: 1) government-
wide financial ‘statements, 2) fund financial statements, and 3) notes to the basic financial
statements. The basic financial statements present two different views of the District through the
use of government-wide; and fund financial statements. In addition to the basic financial
statements, this report contains other supplemental information that will enhance the reader’s
understanding of the ﬁnan;cial condition of the District. .

Government-wide ﬁnam‘clal statements. The basic financial statements include two kinds of
statements that present dlﬁ'erent views of the District. The first two statements are government-
wide financial statements that provide a broad overview of the sttnct’s overall financial status in
a manner similar to a pnvate-sector enterprise.

The statement of net assets presents information on all of the District’s assets and liabilities, with
the differerice between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the District is improving
or deteriorating.

The statement of activities presents information showing how the government’s net assets changed
~ during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, for
some items, revenues and expenses that are reported in this statement will only result in cash flows
in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the District that are -
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the District include
instruction, supporting services, community services and mtm'govemmental The business-type
activities of the District mclude a food service operation. -
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Florence School District One
‘Maniagement’s Discussion and Analysis (Continued)
June 30, 2007

Fund financial statements. The remaining basic financial statements are fund financial
statements that focus on individual parts of the District, reporting the District’s operatxons in more
detail than the government-wide statements.

A fund is a grouping of rel:lated accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The District, like other statc and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
requirements. All of the funds of the District can be divided into two categon&s governmental
funds and propnetary funds.

Governmental funds arei used to account for essentially the same .functions reported as
governmental activities in the government-wide financial statements. However, unlike the
.government-wide financial statements, governmental fund financial statements focus on near-term
uses of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements. , ‘

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to c‘:ompare the information presented. for governmental funds with similar
information presented for;governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expendmlres and changes in fund balances provide a reconciliation - to
facilitate the comparison between governmental funds and governmental activities.

Proprietary Fund. The District maintains one type of proprietary fund. Enterprise funds are used
to report-the same functions presented as business-type activities in the government-wide financial
statements, The District uses an enterprise fund to account for its food service operation.
‘Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail; therefore, the proprietary fund financial statements provide more
detailed information for the food service operation, which is considered a major fund of the
District. ' :

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.

Other mformatlon The combining statéments referred to earlier in connection with major and
nonmajor governmental funds and the individual fund statements

The District adopts an annual appropriated budget for its gcneral fund and certain special revenue
funds. The general fund is a legally adopted document that incorporates vital input from citizens
and management of the District and the Board of Trustees, who ultimately decides what programs
and services will be provided and the means to pay for them. The budgets for special revenue
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Florence Schodl District One
Management’s Discussion and Analysis (Continned)
: P June 30, 2007

funds are used as a management control device by providing a budgetary comparison in the basic

financial section for thes

governments.

GOVERNMENT-WIDE

FINANCIAL ANALYSIS

e funds to demonstrate cost compliance with both state and federal

This is our fifth year folr reporting the District’s finances as a whole using accrual-bas1s of
accounting. Prior year comparative information is included for companson purposes..

As noted earlier, net assets may serve over time as a useful mdlcator ofa government’s financial
position. In the District’s[ case, assets exceeded liabilities by $67,823,874 at June 30, 2007. An
increase of $64,544,547 was reported at June 30, 2006.

Table 1 prov1des a sum

respectively:

ASSETS:

CURRENT & OTHER
ASSETS

CAPITALS ASSETS

' TOTAL ASSETS

LIABILITIES:

LONG-TERM LIABILITY
OTHER LIABILITES
TOTAL LIABILITIES

NET ASSETS:

INVESTED IN CAPITAL
ASSETS

NET OF RELATED DEBT
RESTRICTED FOR DEBT
SERVICE

UNRESTRICTED

H

@

DA@BMNIAME_

Table 1

BUSINESS-TYPE ACTIVTIES

2006 2007 2006 2007 -
$ 44,866,082  $ 45,021,067 $ 2,985,872 $ 3,367,548
_37.780.675  __36.344485  ___ 439599 — 540185
82,646,757 81,375 3,425 471 39807.7
13,752,345 8,681,593 4,514 4514
7.747.168 8540410 - 23,653 223,914
21,490 514 17,231,003 28,16 2284
23,932,854 25,851,194 439,509 540,195
1,812,522 1,811,708 - -
__35.401.867 36,481,657 2,957,705 3139120
61,147.243  .$ 64,144,559 $ 3.397.304 $ 3679.315

R3/

mary of The District’s net assets as of June 30, 2006 and 2007,

TOTAL GOVERNMENT
2006 2007

$ 47,851,954 § 48,398,615
38,220,274 36,684.690
86,072,228 85,283 305
13,756,859 8,686,107
_7.770.822 8.773.324

21527681 __17.459.431
24,372,453 26,391,389
-1,812522 1,811,708
40,172,094 39,620,777

S 64544547 § 67.823.874



Florence School District One ‘
Management’s Discussion and Analysis (Continued)
, June 30, 2007

GOVERNMENTAL ACTIVITIES

Changes in Net Assets. The District’s combined changes in net assets were $7,039,275 as of June
30, 2006 and $3,279,328 as of June 30, 2007. Governmental activities represented 93% in changes
in net assets as of June 30,2006 and 91% of changes in net assets as of June 30, 2007.

Governmental Activities. Total revenues collected and received from governmental activities
were $127,568,097 for ﬁsca] year 2006 and $129,329,052 for fiscal year 2007. Of total revenue,
property taxes represented 36% for both fiscal years 2006 and 2007; federal and state grant
revenues represented 63% for fiscal year 2006 and 62% for fiscal year 2007; investments and
miscellaneous income represented 1% for 2006 and 1.7% for 2007; and transfers represented only
.18% for fiscal year 2006 }and .02% for fiscal year 2007. Revenues collected from user fees and .
charges represent the balance of total revenues for both fiscal years 2006 and 2007. Governmental
activity expenditures are biroken down as follows: instructional services were 63% for fiscal year
2006 and 58% for fiscal year 2007; support services were 35% for fiscal year 2006 and 39% for
fiscal year 2007, community services were 1% for fiscal year 2006 and .7% for fiscal year 2007,
intergovernmental was 1% for fiscal year 2006 and 2% for fiscal year 2007; debt service interest
~ was .004% for fiscal year 2006 and .002% for fiscal year 2007.

Net assets of the Dlstnct’s govemmental activities represented 95% of total assets for both fiscal
years 2006 and 2007. Unrestricted net assets, which represent the portion of net assets that can be
used to finance day-to—day operations without constraints, were $35,401,867 for 2006 and
$36,481 657 for 2007.

BUSINESS-TYPE ACTIVITIES

Net Assets.  Net assets for business-type activities represent 5% of total net assets for both fiscal
years 2006 and 2007. For fiscal year 2006, the District’s combined net assets totaled $64,544,546,
of which $26,184,975 was restricted for specific purposes. The remainder of net assets is

" unrestricted and can be used for future spending. For fiscal year 2007, combined net assets totaled
$67,823,874, of which $28,203,097 was restricted for specific purposes. The remainder of net
assets is unrestricted and can be used for future spending.

Net assets of business-type activities were $3,397,303 for 2006 and $3,679,315 for 2007.
Of the total net assets ef the district’s vbusiness‘-type activities, which were $40,172,094,
$2,957,705 represented total net unrestricted net assets for fiscal year 2006. -Of the total net assets

of the district’s business-type activities, which were $39,620,777, $3,139,120 represented total net
unrestricted net assets for fiscal year 2007.

032



Florence School District One
Management’s Discussion and Analysis (Contmued)
June 36, 2007

Business-type activities decreased the District’s net assets by $464,756 for fiscal year 2006 as
compared to the fiscal year 200S. However, the District’s net assets increased by $282,012 for
fiscal year 2007 as compared to fiscal year 2006. This increase was due in part to the increased
participation and a better;menu selection.

Business-type Activities. Total revenues collected for business-type actlvmes were $6,252,742
for fiscal year 2006 and $6 651,521 for fiscal year 2007. Of total revenue collected, user service
charges represented 29% for both fiscal years 2006 and 2007. USDA reimbursements represented
71% of total revenue for both fiscal years 2006 and 2007. Total expenses were $5,554,447 for
fiscal year 2006 and $6!115,974 for fiscal year 2007. Allowable expenses like salaries, fringe
benefits, supplies, and food costs were paid, in addition to indirect costs. Indirect costs of
$233,539 were paid in figcal year 2006 and $253,535 in fiscal year 2007.

GOVERNMENTAL FUNDS

* Governmental funds anal}ysxs is essential in answering questions of a district’s ability to generate
enough revenue to pay for current obligations and what is available for future spending,

For fiscal year 2006, the District’s governmental funds reported a combined fund balance of
$37,054,572 and for ﬁscal year 2007, the combined fund balance was $36,361,792. Unreserved
fund balance may serve as a useful measure of a government’s net resources available for spending
at the end of the fiscal year At June 30, 2006, the District’s unreserved undesignated fund balance
for all governmental funds was $34,968,180, of which $1,109,566 was accounted for in the school
building fund for 2006. 'I’hc District’s unreserved undesignated fund balance for all governmental
funds was $35,009,594, of which $1,229,202 was accounted for in the school building fund at June
30, 2007. For fiscal ycars 2006 and 2007, respectively, $109,484 and $122,996 was reserved for
iteras, such as inventories.

General Fund. The General Fund is the chief operating fund of the District. Of total fund
balance of $32,362,617, the undesignated fund balance was $32,253,133, for fiscal year 2006 and
of total fund balance of $32,349,576 for fiscal year 2007, $32,226,580 was undesignated.

Reviewing the general fund’s total revenue for fiscal year 2006, Local revenue exceeded the
budget by $3,654,413 and State revenue exceeded its budget by $4,329,347. This is a total of
$8,037,368 for the 2006 fiscal year from all sources. In comparison, 2007 Local revenue exceeded
the budget by $879,059 and State revenue exceeded its budget by $1, 956,413, This is a total of
$2,900,390 from all sources.

Instructional services expenditures for fiscal year 2006 exceeded its budget by $1,877,302 due to
local salary increases during mid-year. However, for fiscal year 2007, instructional services
expenditures exceeded its budget by $865,606. A plausible cause that could have contributed to
this overage is the astounding growth the District has experienced in prior years. In fiscal year
2006, the District’s support expenditures exceeded its budget by $25,994, while expenditures for
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Florence School District One
- Management’s Discussion and Analysis (Continued)
- June 30, 2007

the same budget category were well within the budget by $941,033 in fiscal year 2007.
Maintenance and transportation costs contributed to this positive variance. The community service
expenditures exceeded its| budget by $184 in fiscal year 2006 while expenditures in the same

~ budget category exceeded the budget by $84 in fiscal year 2007. Conservative and wise spending
in these budgets resulted in a total favorable budget variance of $5,881,594 which contributed to
the fund balance increasing from $26,481,023 to $32,362,617 in fiscal year 2006. However, the
district had an unfavorable budget variance of $1,238,724 which decréased the fund balance from
$32,362,617 to $32 349, 5761 in fiscal year 2007.

_ The District’s Major Funds include General Fund, Capital Projects, Special Revenue, and EIA.

The District’s Special Revenue Funds, Special Projects and EIA are used to account for revenues
derived from the State of South Carolina and the Federal Government.

Debt Service Funds. Debt service funds are shown in the accompanying financial statements of
the District, as part of the Nonmajor Governmental Funds. The fund balance as of June 30, 2006
was $1,976,908 while the,fund balance as of June 30, 2007 was $1,976,891, all of which was
reserved for the payment of debt service. Over the next four years, the District’s debt millage rate
will begin to decline. In ﬁscal year 2007, the millage rate is 16.6 mills while the millage rate was
20.2 mills in fiscal year 2006 Bonds issued during the 2004-2005 fiscal year caused the millage
rate to increase. When the mlllage rate starts to decline, this will strengthen the District’s position
in reissuing new bonds due to the limitations based on the 8% debt ceiling. If the District continues
on its present course, it will be debt free by June 30, 2010.

Proprietary Funds. The District’s only Proprietary Fund is the Food Service Fund. This
_program had net earnings of $464,756 for fiscal year 2006 and $282,012 for fiscal year 2007. This
decrease was attributed to several factors, such as increased food and fuel costs due to inclement
weather despite increased participation and a myriad of variety of food menu selections offered.
Fringe benefit costs were $194,888 in fiscal year 2006 and $218,826 in fiscal year 2007, in which
the general fund absorbed a majority of these costs. ‘

General Fund Budgetary nghhghts The District’s budget is prepa.red in accordance to South
Carolina law and is based on accounting for certain transactions in cash receipts, disbursements
and encumbrances. The most significant budgeted fund is the General Fund. During the course of
the fiscal year 2007, the District made only minor adjustments to the District’s General Fund
Budget, and as result, only small differences between the original budget and the final total budget
for revenues and expenditures were noted due to an increase in school supplies purchased based on
the 45-day enrollment’s guidelines and the Board’s approval to purchase additional computer and
instructional equipment.
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Florence School District One

‘Management’s Discussion and Analysis (Continued)

CAPITAL ASSET AND I
The School District did not

Capital Assets. In fiscal y
depreciation while in fiscal

Junie 30, 2007
)JEBT ADMINISTRATION
have any major contractual agreements as of June 30, 2007.

ear 2006, the District had $37,780,675 invested in capital assets, net of
year 2007, the District had $36,344,‘%95 invested in capital assets.

Table 2 shows fiscal balances as of June 30, 2007.

Table 2

Capital Assets at June 30
(Net of Accumulated
Depreciation)

Governmental Activities  Business-type Activities “Total Government

: 2006
Land $6,501,776
Construction 634,333
Buildings 23,086,836

Improvements 3,950,479
Equipment 269,210
Computers 127,648
603,056 '
Vehicles 764,243

Mobile units 2,446,150
Totals $ 37.780.675

2007 2006 2007 - 2006 2007

5 6,501,776 - - $6501,776  $6,501,776
, 634,333 :
22,012,640 - - 23,086,836 22,012,640
4,246,168 - 3,950,479 - 4,246,168
339,713 = 439,599 540,196 708,809 879,909

603,056 - - 127,648

625509 - - 764,243 625,509
2,015,633 - 2446150 __ 2,015,633

'$37.780.675  $185.172 $439,599 $38.220,.274 $36.884.691

Although the Distri& did not purchase any portable classrooms or activity buses, the District did |

purchase one lawn mower,

.one trailer, one dump truck and one car. In addition, Food Services

upgraded equipment in several school cafeterias and running tracks were completed at West

Florence and Wilson High

Schools. Concessions stands were also added at all three high schools.

See note 6 of the anditor’s report for additional information.

Long-Term Debt. At fiscal year 2007, the District had $8,415,000 in outstanding bonds. All of

the District’s debt is based

on the full faith and credit of the District which is typical with general

obligation bonded indebtedness. This debt is detailed in Table 3 below:
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Florence School District One
Management’s Discussion and Analysis (Continued)

June 30, 2007
Table 3 -
Fiscal Year 2007 Outstanding Debt
General Obligation Bonds: Governmental Activities
2003 Series 3,800,000
2004 Series 4.615.000

Total | | $ 8,415,000

During fiscal year 2007, the District did not issue any GO Bonds. See note 7 of the auditor’s report
for additional information.

Economic Factors. Florence County serves as the service, retail, and manufacturing center for
northeast South Carolina.| During the past 10 years, the County has experienced moderate
economic growth with the laddmon of Roche Carolina being located in Florence County. Over the
last two years, QVC, Home Depot, hotels and several chain restaurants have opened within the
District. The County is presently working with several other companies that desire to relocate to
Florence County. . .

General Fund Budgm Hi ghhgh There was an overall change to the total budget for the fiscal
year 2007. This increase was $3,288,330 and was used to adjust the school supply accounts to
reflect an increase in the 45-day ADM enrollment and to fund special projects for instruction and
operations. The District was successful in a millage referendum during the spring of 2003. The
millage increase of 32 mills went into effect during fiscal year 2005. However, three years ago,
the Florence County Delegation introduced and passed bill HB4464 for the State Legislature to
award the District a one-time millage increase of 10.8 mills. As a result of this referendum’s
passage, a net gain of 21.2 mills was realized. The millage increase and the district’s conservative
budgeting were directly correlated to the increase in its funds balance over the last four years.
Please refer to Table 4.

-10-
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Florence School District One
Management’s Discussion and Analysis (Continued)
June 30, 2007

Condensed Statement of Revenue, Expenses, and Changes in Net Assets as of June 30, 2007.

REVENUE:

Program Revenues

Charges for Services
Operating Grants

Capital Grants
General Revenues
Property Taxes

Other Revenue
Total Revenues

Expenses:
Government Activities
Instructional Programs
Supﬁbrt Services
Communities Services

Intergovernmental

Interest

Business-type Activities

Food Services

Total Expenses
Transfer in (Out)
Change in Net Assets
. Beginning Net Assets
Ending Net Assets

Government Activities Business-type Activities Total Government
2006 2007 2006 2007 2006 2007
$ | 498,010 $ 499,125 § 1,791,562 $ 1,928,910 ' $ 2,280,572 $ 2,428,035
70,461,956 79,915,446 4,461,180 4,722,611 83,923,136 84,638,057
436,650 436,650
45,444,842 46,691,201 45,444,842 45,691,201
1,726,639 2,223,280 1,726,639 2,223,280
$127,568,097. $ 129,320,052 $ 6.252.742 $ 6,651,521 $133.820.830  § 135,980,573
. / ‘
75361432 73,214,884 75,881,813 73,214,884
4fz,371.133 49,015,410 - 42,371,133 49,015,410
1,613,875 1,008,013 1,613,875 1,008,813
1,357,178 3,084,881 1,357,178 3,084,881
533,501 262,083 533,501 262,083
5554447 6115974 5,554,447 6,115,974
121227119 _126.586,071 5554447 §$ 6115974  § 126781566 § 132701.245
233,539 253,535 (233,539) (253,535) '
$ 6574517 $ 2997,316 $§ 464,756 $ 282,012 $ 7,039,273 $ 3,279,328
$54,572,726 $ 61,147,243 §$ 2,932,548 $ 3,307,303  $ 57,505273 $ 64,544,545
$61,147,243 $ 64,144,559 § 3,397,303 $ 3,679,315 $ 64,544,546 $ 67,823,874
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Florence School District One
Management’s Discassion and Analysis (Continued)
June 30, 2007

Total governmental activities gcnerated revenues of $127.1 million for fiscal year 2006 and $129.3
million for fiscal year 2007f while expenditures in this category totaled $121.2 for fiscal year 2006
and $126.5 for fiscal year 2007. After transfers from business-type activities were made, there was
an increase in net assets ofg$7 039 million for fiscal year 2006 and $3.279 million for fiscal year
2007. Business-type activities generated revenue of $6.2 million for fiscal year 2006 and $6.6
million for fiscal year 2007 Business-type activity expenses were $5.5 million for fiscal year
2006 and $6.1 million for ﬁscal year 2007. Business-type net assets after transfers of $233,539
and $253,535 for 2006 and 2007, respectively, to governmental activities increased net assets by
$464,756 for fiscal year 2006 and $282,012 for fiscal year 2007.

Requests for Information

This report is intended to provide a summary of the financial condition of Florence School District
One. Questions or requestsifor additional information should be addressed to:

Luther M, Rabon, Chief Financial Officer
Florence School District One
319 South Dargan Street
Florence, South Carolina 29506

- -12-
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Assets
Cash and cash equivalents
Cash and cash equivelents with County Treasurer
Taxes receivable, net
Accountz receivable, net
. Internal balances
Due from other governments
Prepaid Expenses
Inventory
Non-depreciable capital assets
Depreciable capital assets, net of depreciation
Bond issue costs, net of amortization
Total assets

Liabilities
Acconnts payable
Payroll withholdings and accruals
Uncamned revenue
Long-term lisbilities:
Due within one year
Due in more than one year
Total liabilities

Net assets o
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

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

FLORENCE SCHOOL DISTRICT ONE

STATEMENT OF NET ASSETS
JUNE 30, 2007 ‘
Governmental Business Type Total Primary
Activities Activities Government
s 40,012,767 $ - $ 40,012,767
1,811,708 - 1,811,708
2,543,839 - 2,543,839
341,205 - 341,205
(3,232,821) 3,232,821 -
3,286,112 64,890 3,351,002
25,396 - 25,396
122,996 69,837 192,833
6,501,776 - 6,501,776
;29,842,719 540,195 30,382,914
119,865 - 119,865
81,375,562 3,907,743 85,283,305
1,033,642 223,914 1,257,556
4,580,559 - 4,580,559
2,935,209 “- 2,935,209
4,000,000 - 4,000,000
4,681,593 4,514 4,686,107
17,231,003 228,428 17,459,431
25,851,194 540,195 26,391,389
1,811,708 . 1,811,708
36,481,657 3,139,120 39,620,777
3 64,144,559 $ 3,679,315 s 67,823,874

. -4
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FLORENCE SCHOOL DISTRICT ONE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Net (Expense) Revenue and

Program Revenues Changes in Net Assets
. Operating’ Primary Government Total -
) Charges for " Grauts and " Governmental Business-type Primary
Funcﬁong[[’roirgms Expeuses Services Contributions Activitles Activities " Government
Primary government: o T
Govemmental activities:
Instruction $ 73,214,884 § 434207 $ 63,390,765 - $ (9,389912) § - 3 (9,389,912)
_ Support services 49,015,410 64,918 11,445,816 (37,504,676) - (37,504,676)

Community services 1,008,013 ‘ - 5,078,865 4,070,852 - 4,070,852

Intergovernmental 3,084,881 - - (3,084,881) . (3,084,881)

Interest 262,083 - ‘ - (262,083) - (262,083)
Total govemmental activities - R AV D %1 LA 46,170,700) - (@6,170,700)

Business-type activities: ‘ .

Food service . 6,115,974 1,928,910 4,722,611 - 535,547 535,547
Total business-type activitics 6,113,974 1,928910 3,103,611 - 533,047 539,547
Total primary government $ 132,701,245 '$ 2428035 § 84,638,057 § (46,170,700) 535,547 (45,635,153)

General revenues: .
Property taxes - general 42,012,589 - 42,012,589
Property taxes - debt service 4,678,612 - 4,678,612
Investment income 2,223,280 - 2,223,280
Miscellaneous - - -
Transfers , 253,535 253,535 -
Total general revenues and transfers 168, - (253,535 48,914,481
Changeinnetassets 2,997,316 7 am0m2 3,279,328

Net assets, July 1, 2006 61,147,243 3,397,303 64,544,546

Net assets, June 30, 2007 $ 64,144,559 § 3,679,31=§- $ -67,823,874

———-]

The notes to the financial statements are an integral part of this statement.
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FLORENCE SCHOOL DISTRICT ONE
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2007
Education
Special Improvement Act School Other Goveramental Total Governmental
Assets ' General Fund  Revenue Fand Fund Boilding Fond . Funds Funds
Cash and cash equivalents $  40,010767 S 2,000 § -8 .S - § 40,012,767
Cash and cash equivalents - - - -
with County Treasurer . : 1,811,708 ) 1,811,708
Taxes receivable, net 2,378,656 - - - 165,183 2,543,839
Account receivable - 341,205 - - - 341,205
Interfund receivables 4,647,277 3,350,466 1,604,478 766,387 873,031 11,241,639
Dus from other governments . 158,647 2,462,279 103,325 561,861 - 3,286,112
Prepaid expenses 25,396 - - - - 25,3%
Investory 122,996 - - - 122,996
Total Assets $ 47343739 8 6155950 § 1,707,803 § 1328248 § 2,849,922 § 59,385,662
f————————
Liabitities and Fund Balances
Liabilities
A¢counts payable : S 417726 § 486099 § 53233 8§ 76115 § 469 § 1,033,642
Interfund payables 10,764,547 3,636,655 50,459 22,799 14,474,460
Payroll withholdings and accruals H 3,811,890 444,878 317,176 132 6,483 4,580,559
Deferred revenues - - 1,648,274 1,286,935 - - - 2,935,209
Total Liabilities ‘ o 14,994,163 6,215,906 1,707,803 99,046 . .6,952 23,023,870
Furd Balances ‘
Reserved for inventory 122,996 - - - 122,99
Reserved for debt service - - - 1,976,891 1,976,891
Unreserved, undesignated reported in: ’ - -
General Fund 32,226,580
Special Revenue Fund (59,956)
Schoo] Building Fund ) : 1,229.202
Other Governmental Funds - - - 866,079 866,079
Total Fund Balances 32,349,576 (59,956) - 1,229,202 2,842,970 36,361,792

Total Lisbilities and Fund Balances . $ 47343739 $ 6155950 § ‘ 1,707,803 § 1,328248 § 2,849922 § 59,385,662

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

. -16-
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FLORENCE SCHOOL DISTRICT ONE

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL'FUNDS TO THE

STATEMENT OF NET ASSETS
JUNE 30, 2007

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

Ending fund balances — governmental funds
Capital assets used in governmental activities are not financial resources and,

therefore, are not reported in the funds. Net capital assets were:

Bond issuance costs, net of amortization, are not financial resources and,
therefore, are not reported in the funds.

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

Total gbvernment obligation bonds $ 8,415,000
Total unamortized premium 15,439
Total compensated absences 251,154

Net assets of governmental activities

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

$ 36,361,792

36,344,495

119,865

(8,681.593)

$64,144,559



STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues

Local
Intergovemmental
State

Federal

Total Revenues

Expeoditures

Curent:
Instruction
Support services
Community service
Intergovemnmental
Capital outtay
Debt service
Redemption of principal
Interest
Other

Tetal Expenditures

Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses)

Transfers in
Transfers out

. Total Other Financing Sources (Uses) -

Net change in fond balances
Fand Balance, July 1, 2006

Fond Balance, June 36, 2007

FLORENCE SCHOOL DISTRICT ONE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007
Education Other Total
Special Revenue  Improvement Act  School Building ~ Governments! Governmental
General Fund Fand Fand Fond Fonds Fonds

S 40056 § 21810 § -8 3687 § IBIEB S 612186
64918 1,148,974 - . . 1213892
53,214,029 2,326,055 11,865,493 . 434207 67,835,784
. 11,445,186 . . . 11,445,136
992719473 17,673,025 11,865,493 36,367 7,765,820 136,620,678
59,374,597 9468343 7,958,935 . 3,113 76,804,988
37328926 7,642,307 1,589,848 21,025 2,433,304 49,015,410

3 951,309 56,620 - . 1008013 &

1,906,431 275927 55,298 . . 2237,656 b
. . - 3,084,881 3,084,881
. . . . 5,050,000 5,050,000
- - - . 362,075 362,075
- - . . 3,970 3970
" 98,610,038 18,337,886 9,660,701 3,105,906 7,852,462 137,566,993
669435 (664,861) 2,204,792 {3,069,039) (86,642) (946,315)
3,074,424 278,149 " 381,065 3,188,675 156,526 7,078,839
(3,756,900) (435,807 (2,585,857) - (46,740) (6,825,304)
(682,476) (157,658) (2,204,792) 3,188,675 . 10978 253,535
13,041 (822,519) - 119,636 23,144 (692,780)
32,362,617 762,563 - 1,100,566 2,819,826 37,054,512
§ 3234957 8 (59.956) § -8 12202 § 2842970 5 3636792
B ——— - —— - —————— ]

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

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

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

Net change in fund balances — total governmental funds

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 expense. This is the amount of capital outlay
- reported in the current period.

Depreciation expense on capital assets is reported in the government-wide statement
of activities and changes in net assets, but they do not require the use of current
financial resources. Therefore, depreciation expense is not recorded as an
expenditure in governmental funds.

The issuance of long-term debt (e.g. bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on pet assets,

Governmental funds report the effect of issnance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounts are deferred and
amortized in the statement of activities. This amount is the net effect of these
differences in the treatment of long-term debt and related accounts.

Some expenses reported in the statement of activities do not require the use of
current financial resources, and therefore, are not recorded as expenditures in the
governmental funds. Accrued compensated absences increase by this amount.

Accrued interest expense on long-term debt is reported in the government-wide
statement of activities and changes in net assets, but does not require the use of

current financial resources; therefore, accrued interest expense is not reported as an
expenditure in governmental funds.

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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$ (692,780)

830,251

(2,266,431)

5,050,000

(14,698)

(9,018)
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ges

Reveaues

Local

Intergovernmental
. State

Feders!

Totel Revenves
Expenditures
Corrent
Instruction
Support s=rvices
Community service
Intsrgovemnmetel

Total Expenditures

Excesa (eficlency) of revenues
over (under) expenditures

Other Financing Sotrces (Uses)

Transfers in
Transfers out
Total Other Financing Soutces (Uses)

Net change in fund balsaces

Fund Balance - July 1, 2006
Fund Balance - June 30,2007

_ . . FLORENCE SCHOOL DISTRICT ONE . _
. STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL — GENERAL FUND AND ANNUALLY BUDGETED SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Special Reventie Fund

General Fund Education fmprovement Aet Fund

Varinsee with Final Variance with Final Varisnes with Final

Original Budget __ Finsl Budget Actasl Positive (Negafive) | _ Original Budgot __ Final Budget Actas] Positive (Negative) = _Original Budget __ Final Budget Actusl Posifive (Negative)
$ 45121467 S 45121467 $ 46000526 § 819059 § | 4834399 § 4834399 2152810 $ @.081,589) § - s - -8 .
- - 64,918 64918 1,188973 1,188,973 1,148974 (39,999 - - - -
31,257,616 51,257,616 53,214,029 1956413 - 2,892,158 2,892,158 2,326,055 (566,103) 13,826,833 13,826,833 11,865,493 (1,961,340

- - - - 12,375,680 12,375,680 11,445,186 (530,494) - - - .

96,379,083 96,379,083 99279473 2.900390 21,291,210 21,291,210 12.673005 (3,618,185) 13,826,833 13,826,833 11,365,493 (1,964,340)
58,508,991 58,508,991 59,374,597 865,606 10,419,658 10,419,658 9,468,343 (951,315} 8,161,561 8,161,561 7,958,935 (202,626)
38269,959 38,269,959 37328926 (941,033) 8,859,773 8,859,173 7,642,307 (1,217,466 2551373 2557373 1,589,848 (967,525)

- - 84 8 1,116,316 1,116,816 951,309 (165,507) 56,237 56,237 56,620 383

592,364 592,364 1,906,431 1,314,067 627,144 627,144 215,927 (351,217) 467299 467,899 55,208 (412,601
97371314 97,371,314 98,610,038 123874 21,023,391 21,023,391 18,337,886 68550 11,243,070 11,243,070 9,660,701 (1,582,369
(992,231) (992,231) 669,435 1,661,666 267,813 267,819 (664,361) (932,680) 2583,763 2,383,763 2,204,792 (378971
2,678,130 2,615,130 307444 399,294 236,758 236,185 78,149 41,394 - - 381,065 381,065
(1,682899) (1,682,899) (3,756,900) (2074,001) (467.011) (504,574) (433,807) 68,767 (2,383,763 (2,523,763) {2,385,85T) (2,094)
992211 992,231 (682476) (1,674,707) (230256) (267319) (157,638) 110,161 (2,583,763) (2,583,763) (2,204,792) I

[ - $ - (13041) 8 (o) § 37563 8 - (822,519) $ (872519 $ - s - -8 -
e ————— . ____§ ] . e ———

32,362,617 762,563 -
$ ILM95T6 I} (59,956) -

The notes to the financial statements are an integral part of this statement.
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FLORENCE SCHOOL DISTRICT ONE
- STATEMENT OF NET ASSETS
, PROPRIETARY FUNDS
' JUNE 30, 2007
Enterprise Fund
Food Service
Fund
. ASSETS
. Current assets .
: Interfund receivables 5 3,232,821
Due from State Department of Education . " 64,390
Inventory _ 69,837
Total current assets 3.367,548
Noncurrent assets
Capital assets, net of depreciation' 540,195
Total noncurrent assets 540}95
Total assets ) 3,907,743
LIABILITIES
Accounts payable ' 223,914
Accrued liabilities ' : -
Compensated absences : _ __4,514
, Total liabilities 228,428
NET ASSETS
Invested in capital assets, net of related debt 540,195
Unrestricted pet assets : 3,139,120
Total net assets $ 3,679,315

m

The notes to the financial statements are an integral part of this statement.
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FLORENCE SCHOOL DISTRICT ONE
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROFRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007
Enterprise Fund
Food Service
Fund
Operating revenues A
Proceeds from sale of meals : ~ $ 1,928,910
Total operating revenues . , » 1,928,910
Operating expenses %
Salaries and wages o 2,134,161
Employee benefits _ » 218,826
Purchases and services 93,108
Supplies : . 3,589,284
Depreciation : 63,035
Other 17,560
Total operating expenses _ 6,115,974
-Operating income (Joss) . ‘ ] (4,187,064)
Nonoperating revenues (expenses) ‘
* USDA reimbursements . 4,412,652
Other federal and state aid 309,959
Total nonoperatmg revenues (expenses) 4,722,611
Income (loss) before transﬂ’ers 535,547
Net transfers out (253,535)
Change in net assets ' : 282,012
Net Assets, July 1, 2006 : o 3,397,303
Net Assets, June 30, 2007 , : $  3,679315

o e

The notes to the financial statements are an integral part of this statement.
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FLORENCE SHOOL DISTRICT ONE
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Cash Flows from Operating Activities
Cash received from customers
Cash paid to employees
Cash paid to suppliers
Net cash provided by (used in)
operating activities

Cash Flows from Neneapital and Related
Financing Activities
Transfers out
Other federal and state grants
USDA reimbursements
Net cash provided (used) by noncapital
financing activities

Capital Financing Activities
Payments to purchase property, plant and equipment
Net cash provided (used) by capital and
related financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents/investments
Beginning of year

End of year

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

Food Service Fund

$ 1,587,023
(2,352,986)
(3,539,482)

(4,305,445)

(253,535)
309,959
4,412,652

4,469,076

(163,631

(163,631)




FLORENCE SCHOOL DISTRICT ONE
STATEMENT OF CASH FLOWS - CONTINUED
PROPRIETARY FUNDS ‘
FOR THE YEAR ENDED JUNE 30, 20607

Enterprise Fund

Food Service
. Fund
Reconciliation of operating income (loss)
1o net cash provided by
(used in) operating activities
Operating income (loss) $  (4,187,064)
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operdting
activities: )
Depreciation 63,035
Change in assets and liabilities
(Increase) decrease in interfund receivables (341,887)
(Increase) decrease in inventories : (24,414)
(Increase) decrease in receivables ' (15,477)
Increase (decrease) in accounts payable . 218,366
Increase (decrease) in accrued liabilities (18,004)
Total adjustments . (118,381)
Net cash provided by (used in) operating activities $  (4,305445)

.

The notes to the financial statements are an integral part of this statement.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Florence School District One (the District) conform to the accounting principles
generally accepted in the United States of America, as applicable to governmental umts The following is a
summary of the more significant accounting policies.

Reporting Entity

The District is the largest school district in Florence County, South Carolina. The District operates a public
school system under guidelines approved by the United States Department of Education and consists of
nineteen major schools, The District is fully accredited by the Southern Association of Colleges and
Schools. The Florence School District One Board of Trustees (Board) is the basic level of government
having oversight responsibility and control over all activities related to public school education within the
District.

For financial reporting purposes, in accordance with the criteria in GASB Statements 1 and 14, the District
includes all funds that are controlled by or financially dependent upon the District. Control or financial
dependence was determined on the basis of obligation of the District to finance deficits, guarantee debt,
selection of governing authority, approval of budget, authority to make a public levy, ownership of assets,
and scope of public service and special financing relanonshlps where there was only partial or no oversight

responsibility.

A reporting entity is comprised of the primary government, component units and other organizations that are
included to ensure that the basic financial statements of the District are not misleading. The primary
government consists of all funds, departments, boards and agencies that are not legally separate from the
District. For the District, this includes general operations, food service and student relaxed activities of the
District.

Component units are legally separate organizations for which the District is financially accountable. The
District is financially accountable for an organization if the District appoints a voting majority of the
organization’s governing board and (1) the District is able to significantly influence the programs or services
performed or provided by the organization; or (2) the District is legally entitied to or can otherwise access
the organization’s resources; the District is legally obligated or has otherwise assumed the responsibility to
finance the deficits of, or provide financial support to the organization; or the District is obligated for the
debt of the organization. Component units may also include organizations that are fiscally dependent on the
District in that the District approves the budget, the issuance of debt or the levying of taxes. The District has
determined it has no component units.

The District receives funding from local, state and federal government sources and must comply with the
requirements of these funding source entities. The Board members are elected by the public and have
authority to designate management, significantly influence operations as well as being primarily accountable
for fiscal matters.

The financial statements of the District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to local governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial principles. The District has elected not to apply Financial Accounting Standards Board
(FASB) Statements and Interpretations issued after November 30, 1989, to its governmental activities,
business-type activities and enterprise funds. The most significant of the District’s accounting policies are
described hereafter.
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FLORENCE SCHOOL DISTRICT ONE
Notes to FinaAncial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation o

The District’s basic financial statements consist of government-wide statements, including a statement of net
assets and a statement of activities, and fund financial statements, which provide a more detailed leve] of
financial information.

Government-wide statements:

The statement of net assets and the statement of activities display information about the District as a whole.
These statements include the financial activities of the overall government. Eliminations have been made to
minimize the effects of internal activities upon revenues and expenses. Governmental activities generally
are financed through intergovernmental revenues, and other non-exchange transactions. The statements
distinguish between those types of activities of the District that are governmental and those that are
considered business-type activities.

The statement of net assets presents the financial condition of the governmental and business-type activities
of the District at fiscal year end. The statement of activities presents a comparison between direct expenses
and program revenues for each program or function of the District’s governmental activities. A function is
an assembly of similar activities and may include portions of a fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity. Direct expenses
are those that are specifically associated with a program or function and, therefore, are clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of goods or services offered
by the program, grants and contributions that are restricted to meeting the operational or capital requirements
‘of a particular program and interest eamed on grants that is required to be used to support a particular
program. Revenues, which are not classified as program revenues, are presented as general revenues of the
District, with certain limited exceptions. The comparison of direct expenses with program revenues
identifies the extent to which each business segment or governmental function is self-financing or draws
from the general revenues of the District. Indirect expense allocations that have been made in the funds have
been reversed for the statement of activities.

Fund financial statements:

During the year, the District segregates transactions related to certain District functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the District at this more detailed level. Separate
statements for each fund category are presented. The emphasis of fund financial statements is on major
governmental funds, each displayed in a separate column. All remaining governmental funds are aggregated
and reported as nonmajor funds. ‘

The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. There are three categories of funds: govemmemal
proprietary and fiduciary. The District reports no fiduciary type funds.

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

This District reports the following rhajor funds:

. General Fund

The General Fund is the general operating fund of the District and accounts for all revenues and
expenditures of the District not encompassed within other funds. All general tax revenues and other receipts
that are not allocated by law or contractual agreement to some other fund are accounted for in this fund.
General operating expenditures and the capital improvement costs, not paid through other funds, are paid
from the General Fund.

Special Revenue Fund
The Special Revenue Fund is used to account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.

Special Revenue Fund — Education lmprovement Act Fund
The Education Improvement Act Fund is used to account for the proceeds of the addmonal one percent sales
and use tax, which are restricted to expendltures for the Education Improvement Act.

School Building Fund
The School Building Fund is used to account for financial resources used for the acquisition or construction
of major capital facilities by the District.

The District reports the following nonmajor governmental funds:

Debt Service Fund
The Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest and related costs.

Special Revenue Fund — Pupil Activity
The Pupil Activity Fund accounts for student admissions, grants, organization memberships, bookstore sales
and other related receipts and disbursements.

The District reports the following enterprise fund:

Food Service Fund
The Food Service Fund is used to account for the accumulation of resources for, and the payment of, student
meals while at school and other related costs.

Measurement Focus and Basis of Accounting

Government-wide financial statements

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, All assets and all liabilities associated with the operation of the District
are included on the statement of net assets. Revenues are recorded when earned and expenses are recorded
at the time the liabilities are incurred, regardless of when the related cash flows take place. Property tax
revenues are recognized in the year for which they are levied while grants are recognized when grantor
eligibility requirements are met.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund financial statements

All governmental funds are accounted for using a flow of current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized when they are both measurable and
available. Available means collected within the current period or soon enough thereafter to pay current
liabilities. The District considers revenues to be available if they are collected within sixty days of the end
of the fiscal year. Expenditures are recorded when the related fund liability is incurred, except for general
obligation bond principal and interest which are reported as expenditures when due. Major revenue sources
subject to accrual include intergovernmental revenue and investment income. With this measurement focus,
only current assets and current liabilities are included on the balance sheet. The statement of revenues,
expenditures, and changes in fund balances reports on the sources (i.e., revenue and other financing sources)
and uses (i.e., expenditures and other financing uses) of current financial resources. This approach differs in
the manner in which the governmental activities of the government-wide financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and the statements for governmental
funds.

Like the government-wide statements, all proprietary funds are accounted for on a flow of economic
resources measurement focus. All assets and all liabilities associated with these funds are included on the
statement of net assets. The statement of changes in fund net assets presents increase (i.e., revenues) and
decreases (i.e., expenses) in total net assets. The statement of cash flows provides information about how
the District finances and meets the cash flow needs of its proprietary activities.

Operating income reported in proprietary fund financial statements includes revenues and expenses related
to the primary, continuing operations of the fund. The principal operating revenue for the proprietary fund is
charges to customers for food sales. Principal operating expenses are the cost of providing these sales and
include administrative expenses and depreciation of capital assets. Other revenues and expenses are
classified as non-operating in the financial statements.

When both restricted and unrestricted resources are available for use, it is the Dlstnct’s policy to use
restricted resources first, then unrestricted resources as needed.

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financjal statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified basis of accounting. Proprietary and fiduciary funds also
use the accrual basis of accounting, Differences in the accrual and modified accrual basis of accounting
arise in the recognition of revenue, the recording of deferred revenue, and the presentation of expenses
versus expendifures.

Revenues resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue
is recorded in the fiscal year in which the resources are measurable and become available. Available means
* that the resources will be collected within the current fiscal year or soon enough thereafier to pay liabilities
of the current fiscal year. For the District, available means expected to be received within sixty days of
fiscal year-end. Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at year-end: property taxes, grants, tuition and charges for services.

Nonexchange transactions involving financial or capital resources are transactions in which the District -
either gives value to another party without directly receiving value in exchange or receives value from
another party without directly giving equal value in exchange. The type of nonexchange transactions the
District engages in is primarily “voluntary nonexchange transactions.”
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Voluntary nonexchange transactions usually involve eligibility requirements that must be met before
transactions are recognized. The eligibility requirements can include one or more of the following:

a. The recipient has the characteristic specified by the provider.

b. The recipient has met time requirements specified by the provider {i.e., the period when the
resources are required to be used (e.g., disbursed or consumed) or the period when use is first
permitted bas begun or the resources are being maintained intact, as specified by the provider].

c. The provider offers resources on a reimbursement basis and the recipient has incurred allowable
costs under the applicable program.

d. The provider’s offer of resources is contingent upon a speclﬁed action of the recipient and that
action has occurred.

Promises of cash or other assets from nongovemmental entities are recognized when all eligibility:
requirements are met, provided the promise to give is verifiable and the Tesources are measurable and
probable of collection.

Gifis are a type of nonexchange transaction. Gifts include resources donated to the District for restricted or
unrestricted purposes. Unrestricted gifts are recognized as revenue in the general fund when all applicable
eligibility requirements have been met. Restricted gifts are recognized as revenue to the extent that such
funds are expended for the restricted purposes during the current year and met all eligibility requirements.

Restricted resources transmitted before the eligibility requirements are met are reported as advances by the
provider and as deferred revenues by recipients.

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The fair value of
donated commodities used during the year is reported in the operating statement as an expense with a like
amount reported as donated commodities revenue. Unused donated commodities are reported as deferred
revenue.

Budgets
Durmg January of each year, the principals of each of the schools and other District Administrators submit
in writing their needs and requirements for the ensuing fiscal year to the Superintendent. The
Superintendent and the Chief Financial Officer then prepare a budget for each department in the District.
Recommendations from the principals and District administrators are included in the budget. A proposed
budget is then submitted to the Board for its review and approval. A copy of the approved budget is
submitted to the County Auditor by June 15® of each year. Certified copies of the final approved budget
signed by a majority of the members of the Board, together with the Board’s recommendation as to the
amount of millage which should be levied to defray the costs of the budget, are filed with the County
Auditor. The annual budget lapses at the fiscal year end. The budget is prepared using the modified accrual
basis of accounting.

Expenditures may not exceed budgeted amounts at the program/departmental level for the general fund. The

Board of Trustees must approve revisions that alter the total expenditures of any program/department.
During the fiscal year, several budget modifications were approved.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 390, 2007

NOTE 1~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cashk Equivalents

To improve cash management, all cash received by the District is pooled. Monies for all funds, including
proprietary funds, are maintained in this pool Individual fund integrity is maintained through District
records. Each fund’s interest in the pool is presented as “due from other funds™ on the statement of net
assets.

The District utilizes the Florénce County Treasurer to service bonded debt as principal and interest payments
come due. The balance in this account is presented on the financial statements as “cash and cash equivalents
with County treasurer.” :

For the year ended June 30, 2007, investments were limited to the Local Government Investment Pool
(LGIP) and repurchase agreements. The LGIP is an investment pool managed by the South Carolina State
Treasurer which allows local governments within the State of South Carolina to pool their funds for
investment purposes. Investments in the LGIP and repurchase agreements are reported at cost, which at
June 30, 2007, approximated fair value, Due to the liquidity of these investments the District considers them
cash equivalents. ‘

Inventory

On government-wide financial statements, inventories are presented at the lower of cost or market on a first-
in, first-out basis and are expensed when used. On fund financial statements, inventories of governmental
funds are stated at cost while inventories of proprietary funds are stated at the lower of cost (first-in, first-out
method) or market. Market is defined as current replacement cost. For all funds costs are determined on a
first-in, first-out basis. Inventory in governmental funds consists of expendable supplies held for
consumption. The cost of inventory items is recorded as an expenditure in the governmental funds when
purchased. Inventories of the enterprise fund are expensed when used.

Restricted Assets

Assets are reported as restricted when limitations on their use change the normal understanding of the
availability of the assets. Such constraints are either imposed by creditors, contributors, grantors, or laws of
other governments or imposed by enabling legislation. Restricted assets include items such as bond or grant
proceeds to be used for capital construction, cash on deposit with the County Treasurer, or amounts added to
permanent endowments. At June 30, 2007, the District had $1,811,708 in cash restricted for debt service
payments on deposit with the County Treasurer. This amount is shown on the financial statements as “Cash
and Cash Equivalents with County Treasurer”.

Deferred Charges

On the government-wide financial statements, bond issuance costs are deferred and amortized over the term
of the bonds using the straight-line method since results are not significantly different than the effective
interest method. In governmental funds, these costs are reported as expenditures when the related liability is
incurred.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Bond Premium

On the government-wide financial statements, bond premiums are deferred and amortized over the term of
the bond using the straight-line method since the results are not significantly different from the effective
interest method. In the governmental funds, these costs are reported as revenues when the related liability is
incurred.

Capital Assets

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
These assets generally result from expenditures in the governmental funds. These assets are reported in the
govemnmental activities column of the government-wide statement of net assets but are not reported in the
fund financial statements. Capital assets utilized by the proprietary funds are reported both in the business-
type activities column of the government-wide statement of net assets and in the respective funds.

All capital assets are capitalized at cost, or estimated historical cost, and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The District maintains a capitalization threshold of $5,000. The District does not possess any
infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do not add to
the value of the asset or materially extend an asset’s life are not. When capital assets are disposed, the cost
and applicable accumulated depreciation are removed from the respective accounts and the resultmg gain or
loss is recorded in operations.

All reported capital assets except land, land improvements and construction in progress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets. Depreciation is
computed using the straight-line method over the following useful lives:

Governmental Business-Type
Activities Activities
Description _ Estimated Lives Estimated Lives
Buildings and improvements 15-25 years None
Furniture and equipment : 5-10 years 5-15 years
Vehicles 5-10 years None

Interfund Borrowings

Interfund borrowings shown as “interfund receivables or interfund payables” in the fund financial statements
and internal balances in the government-wide financial statements represent fund transfers of non-mandatory
nature and are not interest bearing. Amounts due between funds have no specified time for repayment;
however, these amounts are anticipated to be repaid within one year. They result primarily when a fund
incurs grant expenditures prior to receiving reimbursement from the grantor. '

Certain interfund borrowings are presented as assets and liabilities within the same balance sheet. This

occurs in instances where assets or liabilities are due to or from certain components within a fund group and
the right of offset does not exist.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences

The District reports compensated absences in accordance with the provisions of GASB No. 16 “Accounting
for Compensated Absences.” Vacation benefits are accrued as a liability as the benefits are earned if the
employees’ rights to receive compensation are attributable to services already rendered and it is probable
that the employer will compensate the employees for the benefits through paid time off or some other means.

The entire compensated absence liability is reported on the govermment-wide financial statements and in the
proprietary fund financial statements.

In the governmental fund financial statements, none of the liability is reported, as it is not expected to be
paid using expendable available resources.

Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements, and all payables, accrued liabilities and long-term obligations payable from proprietary funds are
reported on the proprietary fund financial statements.

In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in full from current resources, are reported as obligations of the funds. However, claims and
judgments and compensated absences that will be paid from governmental funds are reported as a liability in
the fund financial statements only to the extent that they are due for payment during the current year. Bonds
are recognized as a lability on the fund financial statements when due.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of
related debt consist of capital assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowings used for the acquisition, construction or improvement of those assets. Net assets are
reported as restricted when limitations are imposed on their use through external restrictions imposed by
creditors, grantors or laws or regulations of other governments.

The District applies restricted resources first when an expense is incurred for purpos&s where both restricted
and unrestricted net assets are available.

Fund Balances Reserves

The District reserves those portions of governmental fund balances that are legally segregated for specific
future use or which do not represent available expendable resources and therefore are not available for
appropriations for expenditures. Unreserved fund balance indicates that portion of fund equity, which is
available for appropriation in future periods. Fund balance reserves are established primarily for inventory
of materials and supplies, debt service and non-current receivables.

Deferred Revenues
Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.

Deferred revenues in the Special Revenue Fund represents money received in advance for a project or grant
in which the expenditure will be made in a subsequent year. Deferred revenues, in the Enterprise Fund,
represents USDA commodities included in inventory at the end of the fiscal year but not reflected as revenue
until the USDA commodities are used. Deferred revenues in the General Fund represent resources from
non-exchange transactions prior to incurring qualifying expenditures.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
. United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2 - DEPOSITS AND INVESTMENTS

As of June 30, 2007, the District had the following investments:

Investment Type Maturity " Fair Value
South Carolina Local Government _
Investment Pool - o Daily $37,605,077

Interest Rate Risk. The District does not have a formal investment policy that limits investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. The State Treasurer sells participation units in the South Carolina Local Government
Investment Pool (SCLGIP) to legally qualified entities. The SCLGIP is not rated, but funds belonging to
any entity that are on deposit with the SCLGIP represent participation units in a portfolio comprised of U.S.
government securities, federal agency securities, repurchase agreements secured by the U.S. Government
securities and/or federal agency securities, and/or A1/P1 commercial paper (Moody’s and S&P’s highest
rating). It is the policy of the State Treasurer’s Office that no derivatives of the above securities are
purchased by the SCLGIP and the weighted average maturity of the portfolio not exceed sixty days. The
'SCLGIP funds have the characteristics of open-end mutual funds and are not subject to credit risk
classification. The District’s policy is to invest funds in the SCLGIP, certificates of deposit at federally
insured banking institutions or in U.S. Treasury obligations or any agency of the United States of America.

Custodial credit risk — deposits. In case of deposits, this is the risk that in the event of a bank failure, the
District’s deposits may not be returned to it. The District does not have a deposit policy for custodial credit
risk.

NOTE 3 - PROPERTY TAXES RECEIVABLE AND PROPERTY TAX CALENDAR

The District receives property taxes from Florence County, South Carolina. The County Treasurer
periodically advances to the District its portion of taxes collected.

Accrued property taxes receivable represent delinquent taxes outstanding for which there is an enforceable
legal claim.

Real property taxes are levied for the District by Florence County on September 28®, and are payable
. without penalty through January 15, except vehicle property taxes which are Jevied on various dates in
conjunction with the renewal dates of vehicle license tags. A penalty of 3% is added on January 16® and an
additiona!l penalty of 7% is added on February 2™, On March 17", an additional 5% penalty is added and
properties go into execution by Florence County.

In the government-wide financial statements, property taxes receivable and related revenue include all

amounts due the District regardless of when the cash is received. The taxes are recorded net of allowance
for uncollectible amounts. The allowance is estimated based on historical collections rates.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 3 - PROPERTY TAXES RECEIVABLE AND PROPERTY TAX CALENDAR (Continued)

Taxes receivable $ 2,565,954
Allowance for uncollectible taxes (22.115)
Taxes receivable, net $_2543,839

NOTE 4~ ACCOUNTS RECEIVABLE !

Accounts receivable for the District and the related allowance for uncollectible accounts at June 30, 2007, were as
follows: ' :

Special
General Revenue EJIA
Fund Funds Fund Total
Accounts receivable $ - $ 341,205 $ - $ 341,205
~ Allowance for uncollectable accounts - - - -
Net accounts receivable $ - $ 341,205 $ - $ 341205
e — 3

NOTE 5 - RESTRICTED ASSETS

Restricted assets are reported in the Debt Service Fund for cash on deposit with the County Treasurer legally
restricted for specified uses such as the payment of debt service and fiscal fees on long-term debt.
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2007 is as follows:

-

Balance Balance
July 1, 2006 Additions Deductions June 30, 2007
Governmental Activities
Capital assets not being depreciated :
Land $ 6,501,776 § - 8 - $ 6,501,776
Construction in progress 634,333 - (634,333) -
Total 7,136,109 - (634,333) 6,501,776
Capital assets being depreciated ) :
Buildings 61,366,739 - - 61,366,739
Building improvements 5,273,661 634333 - 5,907,994
Equipment 759,431 147,506 - 906,937
Computer equipment 989,377 617,086 - 1,606,463
Vehicles 2,204,935 65,659 - 2,270,594
Mobile classrooms 4,307,115 - - 4,307,115
Total 74,901,258 1,464,584 - 76,365,342
Accumulated Depreciation
Buildings (38,279,903) (1,074,196) - (39,354,099)
Building improvements (1,323,182) (338,644) - (1,661,826)
Equipment : (490,221) (71,003) - (567,224)
Computer equipment (861,729) (141,678) - (1,003,407)
Vehidles : (1,440,692) (204,393) - (1,645,085)
Mobile classrooms (1,860,965) (430,517) - {2,291,482)
Total (44,256,692) (2,266,431) - (46,523,123) -
Total capital assets being ,
depreciated, net 30,644,566 (801,847) - 29,842,719
capital assets, net $ 37,780,675 § (801,847) § (634,333) § 36,344,495
Business-Type Activities . i
Equipment $ 892,746 § 163,632 § - $ - 1,056,378
Accumulated depreciation (453.147) (63,035) - (516,182)
Business-Type Activities .
capital assets, net $ 439&99 $ 10°£97 $ - 8 540,196

~ Depreciation expense for Governmental Activities’ capital assets totaled $2,266,431 for the year ended June
30, 2007. Depreciation expense for capital assets of Business — Type Activities for the year ended June 30,
2007, totaled $63,035. ,
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
Jung 30, 2007

NOTE 7 - LONG-TERM OBLIGATIONS

The following details the District’s long-term debt at June 30, 2007:

$11,740,000 Generai Obligation Bonds of 2002, due in annual mstéllmems of
$2,150,000 to $500,000 beginning May 1, 2004, through May 1, 2010; interest rates .
range from 2.00% to 2.85%. $ 3,800,000

$7,865,000 General Obligation Bonds of 2004, due in annual installments of $1,500,000
to $2,215,000 beginning March 1, 2006, through March 1, 2009, interest rates range from

2.25% to 3.00%. 4,615,000
$.8415.000
Future commitments for these long-term debt obligations follows:
For year ending June 30, Principal Interest Total
2008 $ 4,000,000 $ 219,200 $ 4,219,200
2009 3,915,000 123,200 4,038,200
2010 500,000 14,250 514.250

$ 8415000 §___356650  §_&7JIL6SO

The Debt Service Fund has $1,811,708 available at year-end to service the debt.

At June 30, 2007, the District had no capital or operating leases with future commitinents having remaining
non-cancelable terms.



FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 2007
NOTE 7 - LONG-TERM OBLIGATIONS (Continued)

The District’s long-term obligations during the year consist of the following:

Balance . Balance Amounts due
July 1, 2006 Additions Reductions June 30, 2007 in one year
Governmental Activities
General obligation bonds 3 13,465,000 § - 8 5,050,000 § 8,415,000 § 4,000,000
Unamortized premium 40,695 - 25,256 15,439 -
Compensated absences 242,136 9,018 251,154 -
"8 13747831 $ 9,018 $ 5,075,256 § 8,681,593 3 4,000,000
Business-Type Activities - ’
Compensated absences $ 4,514 § - 8 - $ 4,514 § -
. $ 4,514 § - 8 - 8 4,514 § -

Assets acquired under capital leases had a cost of $340,523, related accumulated depreciation of $206,718
and net book value of $133,805. These amounts are reported in net capital assets.

At June 30, 2007, unamortized bond costs totaled $119,865. Costs will be amortized over the life of the
remaining debt. Amortization expense for the year ended June 30, 2007 totaled $39,954.

NOTE 8\— TRANSFERS AND INTERNAL BALANCES

During the course of normal operations, the District has numerous transactions between funds for operating
transfers or advances and repayments of advances for timing differences between available revenue and
expenditures incurred. Transfers and payments within the reporting entity are substantially for the purposes
of subsidizing operating functions, fundmg capital projects and assets acquisitions, or maintaining debt
service on a routine basis.

The government-wide statement of activities eliminates transfers as reported within the segregated
governmental and business-type activities columns. Only transfers between the two columns appear in this
statement.

The following schedule details transfers within the reporting entity for the year ended June 30, 2007:

Funds Transfers In Fransfer Out
General Fund s 3,074,424 s 3,756,900
Special Revenue Fund 278,149 435,807
EIA Fund 381,065 2,585,857
School Building Fund 3,188,675 -
Other Governmeatal Funds 156,526 46,740
Enterprise Fund . - 253,535
Total Interfund Payable -$ 7,078,839 $ 7,078,839
—————— 1
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FLORENCE SCHOOL DISTRICT ONE
Notes to Financial Statements
June 30, 20607
NOTE 8 - TRANSFERS AND INTERNAL BALANCES (Continued)

Interfund receivables/payables resulted from interfund goods and services provided or reimbursable
expenditures/expenses incurred on or before June 30, 2007, for which payment was made after June 30,
2007.

The following schedule details internal balances within the reporting ent]ity for the year ended June 30, 2007:

Interfand Receivables
Business - Type
Governmental Activities Activities
Other
Speciel Revenue School Govemnmental Total Interfund
Interfund Payables General Fund Pund . ElAFund  Building Fund Funds Food Service Payables
Govemmental activities
General Fund $ - § 3,350465 1604478 S 766387 § 873,031 § 323281 8§ omTIR
Special Revenue Fund 4,545,147 . - . . - ANsIa
ElA Fund 96,326 . ' - - o 963%
School Building Pund 5,805 . - . . - 5,805
Otber Governmentl Funds - : -
Total Interfund Receivables $ 4647278 § 3350465 § 1604478 § 766387 § 873,031 § 3232820 $ 14,474,460

NOTE 9 — PENSION PLANS

The Retirement Division of the State Budget and Control Board maintains four independent defined benefit
plans and issues its own publicly available Comprehensive Annual Financial Report (CAFR) which includes -
financial statements and required supplementary information. A copy of the separately issued CAFR may be
obtained by writing to the Retirement Division, 202 Arbor Lake Drive, Columbia, South Carolina 29223.
Furthermore, the Division and the four pension plans are included in the CAFR of the State of South
Carolina.

South Carolina Retirement System

Article X, Section 16, of the South Carolina Constitution requires that all State-operated retirement systems
be funded on a sound actuarial basis. Title 9 of the South Carolina Code of Laws of 1976, as amended,
prescribes requirements relating to membership, benefits, and employee/employer contributions for each
pension plan. Employee and employer contribution rates for South Carolina Retirement System are
actuarially determined. Annual benefits, payable monthly for life, are based on length of service and on
average final compensation.

The majority of employees of the District are covered by a retirement plan through the South Carolina
Retirement System (SCRS), a cost-sharing multiple-employer defined benefit pension plan administered by
the Retirement Division, a public employee retirement system. Generally, all State employees are required
to participate in and contribute to the SCRS as a condition of employment unless exempted by law as
provided in Section 9-1-480 of the South Carolina Code of Laws. This plan provides retirement annuity
benefits as well as disability, cost-of-living adjustment, death, and group-life insurance benefits to eligible
employees and retirees.

Since July 1, 1988, employees participating in the SCRS have been required to contribute 6.5 percent of all
compensation. Effective July 1, 2002, the employer contribution rate became 11.40 percent which included a
3.35 percent surcharge to fund retiree health and dental insurance coverage. The District’s actual
contributions to the SCRS for the three most recent fiscal years ended June 30, 2005, 2006, and 2007, were
$4,