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M Michael L. Overby, CPA, PLLC
L Certified Public Accountant

O 2201 Westerfield Drive, Suite C
Providence, K'Y 42450

INDEPENDENT AUDITOR'S REPORT

State Commiuee for School Distriet Audits
Members of the Board of Education
Webster County School District

Dixon, Kentucky

I have audited the accompanying financial statements of the governmental activities, the business-1ype
activities. each major fund and the aggregate remaining fund information of the Webster County School
District. as of June 30, 2012 and for the year then ended, which collectively comprise the District’s basic
financial statements, as listed in the table of conterts. These financial statements are the responsibility of
the Webster County School District’s management. My responsibility is to express an opinion on these
financial statements based on my audit,

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America, the standards applicable to financial audits contained in Government Auditing Standurds, issued
by the Comptroller General of the United States: the provisions of Office of Management and Budget
Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations. and the audit
requirements  prescribed by the Kentucky State Committee for School District Audits in Appendix |
(General Audit Requiremens), Appendix Il (State Audit Requirements), and Appendix W1 (Efectronic
Submission) of the Independent Auditor's Contract. Those standards require that 1 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
significant estimates made by management, as well as evaluating the overall financial statement
presentation. | believe that my audit provides a reasonable basis for my opinions.

In my 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, cach major fund,
and the aggregate remaining fund information of the Webster County School District as of June 30, 2012,
and the respective changes in financial position and cash flows, where applicable, thereof for the year then
ended, in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Awditing Standards, | have also issued a report dated December 3, 2012 on
my consideration of Webster County School District’s internal control over financial reporting and my 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 my testing of internal contro! 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 Governmental Auditing Standards and should be considered in assessing the results of my

audit.

The management’s discussion and analysis on pages 3 through 9 and budgetary comparison information on
pages 37 through 38 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. | have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However, [ did not audit the
information and express no opinion on it.

My audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise Webster County School District’s basic financial statements, The combining statements and

1
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individual non major fund schedules as listed in the table of contents are presented for the purpose of
additional analysis and are not a requited part of the 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 also not a required part of the basic financial statements of Webster County
School District. The combining statements and individual fund 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 my opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

a5

Michael L. Overby CPA, PLLC
December 3, 2012



WEBSTER COUNTY SCHOOL DISTRICT
DIXON, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)
FOR THE YEAR ENDING JUNE 30, 2012

As management of the Webster County School District (District or School District), we offer readers of the
District's financial statements this narrative and analysis of the financial activities of the District for the
fiscal year ending June 30, 2012, We encourage readers to consider the information presented here in
conjunction with the additional information found in the body of the audit.

FINANCIAL HIGHLIGHTS

1. The beginning Governmental Fund Balance for the District was $1,737,505. The ending balance
was $1,499,964, which was a decrease of $237,541, which was the result of the general fund
expenditures exceeding budget amounts,
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At June 30, 2012, the school district had $15,054,129 in bonds outstanding, of which $7,257,008
is to be paid from the SFCC funding provided by the Commonwealth of Kentucky. $902,090 in
principal and interest will be required to service the outstanding bonds during the next year.

3. The Webster County School District Finance Corporation issued school building refunding
revenue bonds Series 2011 on October 20, 2011. The proceeds were used to replace the roofs at
Clay and Providence Elementary Schools.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the district’s basic financial
statements. The district’s basic financial statements have three components: (1) government-wide financial
statements: (2} fund financial statements: and (3) notes to the financial statements. This report also
contains other supplementary infornation in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
District’s finances in a manner similar to a private-sector business.

The statement of net assets presents information of all the district’s assets and liabilities. with the
differences 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 district’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, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future fiscal periods.

The government-wide financial statements outline functions of the District that are principally supported by
property taxes and intergovernmental revenues (governmental activities). The governmental activities of
the district include instruction, support services, operation and maintenance of plant, student transportation
and operation of non-institutional services. Fixed assets and related debt is also supported by taxes and
intergovernmental revenues. The goverhment-wide financial statements can be found on pages 10-11 of
this report,

Fund Financial statements A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities and objectives. This is a state mandated uniform



system and chart of accounts for all Kentucky public school districts utilizing the MUNIS administrative
software, The District uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the District can be divided into three (3} categories: governmental,
proprietary, and fiduciary. Fiduciary funds are trust funds established by benefactors to aid in student
education, welfare and teacher support. The only proprietary fund is for food service operations. Al other
activities of the District are included in the governmental funds. The basic governmental fund financial
statements will be found on pages 12-15 of this report.

Notes to the financial statements  The notes provide additional information that is essential to a full
understanding of the data provided in the govemmental-wide and fund financial statements. The notes to
the financial statements can be found on pages 21-36 of this report.

GOVERNMENTAL-WIDE FINANCIAL ANALYSIS

The largest portion of the District’s net assets reflects its investment in capital assets (e.g., land and
improvements, buildings and improvements, vehicles, fumiture and equipment and construction in
progress) less any related debt used to acquire those assets that is still outstanding. The district uses these
capital assets to provide services to its students; consequently, these assets are not available for future
spending. Although the district’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate the liabilities.

The district’s financial position is the product of several financial transactions including the net results of

activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.

Net Assets for the year ending June 30, 2012

042
2012 201] Change

Current Assels $ 2,836,251 $ 2914,598 ) (78,347)
Noncurrent Assets 21,797,207 22,460,048 (662,84 1)
Total Assets 24,633,458 25,374,646 (741,188)
Current Liabilities 1,862,571 1,506,307 356.264
Noncurrent Liabilities 14,836,146 15,672,401 (836.255)
Total Liabilities 16,698,717 17,178,708 {479.991)
Net Assets

Investment in Capital Assets (net of debt) 6,286,126 6,044,457 241,709
Restricted 130,060 471,782 (341.722)
Unreserved Fund Balance 1,518,555 1.679,739 {161.184)
Total Net Assets S 7,934,741 $ 8195938 S (261,197)




Changes in Net Assets for the vear ending June 30, 2012

Revenues

Charges for Services

Operating Grants and Contributions
Capitat Grants and Contributions

Property Tax

Motor Vehicle Tax
Utility Tax

Unmined Minerals Tax
Investment Earnings
State Revenues

Other

Total Revenues
Expenses

Instruction

Student Support Services
Instructional Support
District Administration
School Administration
Business Support

Plant Operations

Student Transportation
Community Service
Food Service

Interest on Long Term Debt
Depreciation of Assets
Transfers

Total Expenses

Net Change in Assets

Governmental Business-Type

Activities Activities Total
3 - $ 417,256 417,256
2,800,736 850,487 3,651,223
1,248,777 - 1,248,777
2,852419 - 2,852,419
463,802 - 463,802
769,736 - 769.736
127,483 - 27,483
6,947 988 7.935
11,964,968 - 11,964,968
87,136 - 87,136
20,322,004 1,268,731 21,590,735
10,094,115 - 10,094,115
1,221,743 - 1,221,743
1,623,503 - 1,623,503
615,259 - 615,259
1,113,359 - 1,113,359
623,736 . 623,736
2,068,379 - 2,068,379
1,224,568 - 1,224,568
196,380 - 196,380
- 1,134,805 1,134,805
631,964 - 631,964
991,035 - 991,035
{40,402) 40,402 -
20,363,639 1,175,207 21,538,846
$ {41.635) 93,524 51,889

e  The District’s total revenues were $21,590,735 and the 1otal expenditures were $21,538,846,
which resulted in a net increase in Assets of $51,889 for the year.

¢ State and Federal Revenues accounted for 78% of total revenues and local taxes account for 20%,
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GOVERNMENTAL FUNDS HIGHLIGHTS

*  The General Fund revenues for the year were $16,031,062, with $12,068,656 of this coming from
state and federal revenues and the remaining $3,962,406 from local sources.

¢ Total General Fund Expenditures were $16,187,422, with instruction cost being the largest area at
$8,871,024.

s  The net excess of expenses over revenues was $156,360 and resulting in a decrease in fund
balance of $292,659.

¢ The Special Revenue fund expenditures for the year were $2,697,946. The two major sources of
revenues for these grants were State Grants totaling $1,036,355 and Federal Grants totaling
81,660,693,

¢ The Other Governmental Funds included Facility construction costs totaling $241,684.

s The Other Governmental Funds also included Debt Service payments of $1,646.493, broken down
as $1,014,531 for principal payments, $63 1,964 for interest and bank fees.

» The total ending fund balances at June 30, 2012 were $1,326,018 in the General Fund and $173,
946 in Other Governmental funds for a total of $1,499.964.

Governmental Fund Revenues
Total of $20.31 Million

Federal
9%




Local Revenues: Total of $4.3 Million
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COMMENTS ON GENERAL FUND BUDGET COMPARISONS

¢ The actual Revenues and Expenses both include $3,278,597 of On-Behalf payments that are not
included in the original or final budgets, These represent payments for employee benefits paid at
the state level on behalf of the local school district. The comments below are net of these on-
behaif payments.

o  The total revenues were $3.3 Million better than the final budget. The major revenue line items
better than budget were $3.3 Million in state revenue. 190 Thousand in utility taxes.

¢  Total expenditures were over budget by 2.3 Million. However, the actual included 3.3 Million of
On-Behalf expenses with no corresponding budget. Actual expenses were .9 Million better than
budget excluding these two items.

¢ The majority of this favorable expenses variance was in Instruction at 127 Thousand, followed by
Instructional Staff at 145 Thousand below budget. There were no functional areas over budget
when the on-behalf expenses are considered.

FUTURE BUDGETARY IMPLICATIONS

In Kentucky, the public schools fiscat year is Julyl — June 30; other programs, i.e. some federal
programs operate on a different fiscal calendar, but are reflected in the District overall budget., By law,
the budget must have a minimum 2% contingency. The District adopted a budget for 2012-2013 with
a 3% contingency. However, the current economic conditions are a major concern. The local budget
contingency includes reserved funds for state economic shorfalls which will be used, if necessary, to
protect the current level of direct classroom instruction.

REPORT PURPOSE AND CONTACT INFORMATION:

This financial report is designed to pravide our citizens, taxpayers, and investors and creditors with a
general overview of the School District’s finances and to show the School District's accountability for
the money it receives. [f you have any uestions about this report or need additional information, these
inquiries should be directed 10

Dr. James Kemp, Superintendent
Webster County Schools at 28 St Rt 1340 in Dixon, KY 42409
Phone: 270-639-010] or Email: james.kemp@webster.kyschools.us



WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS

JUNE 30,2012
Governmental Business-Type
Aclivities Activitics Total
Assets
Current Assets
Cash and Cash Equivalents §  L335637 $ 406,405 $  L642.042
Inventory - 50,265 90.265
Reccivables:
Taxes 192,668 - 192,668
Accounts Receivable 23.605 7.955 3L.560
Intergovernmental - State 850 . 850
Intergovernmental « Federal 267,009 - 267,009
Intergovernmental - [ndirect Federal - 35.526 35.526
Restricted Cash 576.331 - 576,331
Total Current Assets 2,296,100 540.151 2.836.251
Noncurrent Assets
Capital Assets, Net of Accumulated Deprecintion 21.697.420 99,787 21,797,207
Total Noncurrent Assets 21,697,420 99,787 21.797.207
Total Assets 23.993.520 639,938 24.633.458
Liabilities
Current Liabilities
Accounts Payable 1062.287 - 102,287
Deferred Revenue 693.849 - 693,849
Current Portion of Bond Obligations 902,090 - 902.090
Current Portion of Capital L.ease Obligations 112.650 - 112,650
Current Portion of Accrued Sick Leave 50,195 1.500 51,695
Total Current Linbilities 1.861.071 1.500 1,862,571
Nencurrent Liabilities
Noncurrent Portion of Bond Obligations 14,152,039 - 14,152,039
Noncurrent Portion of Capital Lease Obligations 344,302 - 344,302
Noncurrent Portion of Accrued Sick Leave 326,805 13.000 339.805
Total Noncurrent Liabilities 14,823,146 13.000 14,836,146
Total Linbilities 16.684.217 14,300 16,698,717
Net Assets
Invested in Capital Assets, Net of Related Debt 6.186,339 99,787 6.286.126
Restricied for:
Debt Serviee 60 - 60
Other Purposcs 130.000 - 130,000
Unrestricted 992.904 525,651 1.518.555
Total Net Assets S 1.309.303 $ 625,438 S 7934741

The accompanying noles are an integral part of these financial statements,
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WEBSTER COUNTY SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2012
Non Major Total
Special Construction Governmental Giovernmental
General Fund Revenue Fund Tund Funds Funds
Assels
€Cash and Cash Equivalents S 1,235637 5 - s - S - § 1235637
Receivables:
Taxes 192,668 - - - 192,668
Accounts Receivable - - - 23.605 23,605
Intergovernmental - State - 850 - . 850
Intergovernmental - Federal - 267,609 - - 267009
Restricted Cash - 425,990 19412 130,939 376,331
‘Fotal Assets S 1128305 $ 693849 S 19412 S 154,534 § 2396100
Liabiflties and Fund Halances
Lialilities
Accounis Payable $ 102,287 $ - s - s - S 102287
Deferred Revenue - 693.849 « - 693.849
Total Liubilities 102,287 $93.849 - - 796.136
Fund Balances
Restricted:
SFCC Escrow - - 19,412 E54.474 173,886
Cammited:
Sick Leave 130,000 - - - 130,000
Assigned:
Purchase Obligation 35,830 - - - 35830
Db Service . - - 60 60
Unassigned 1,160,148 - - - 1,160,182
Tatal Fund Balances 1.326.018 - 19412 154,534 1,499,964
Total Liahilities and Fund Dalpaces $ 1.128.305 $ 693849 S 19,312 $ 154.534 S 2196100

The accompanying notes are an intepral part of these financial statements.



WEBSTER COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS TO
THE STATEMENT OF NET ASSETS
JUNE 30, 2012

Total fund balances - governmental funds 3 1499964

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

Capital assets used in governmental activities are not financial
resources, and therefore are not reported in the funds;

Cost ¥ 36,430,766
Accumulated depreciation (14,733,346) 21,697,420

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

Bonds payable $ (15,054,129)

Capiltal lease obligations (456,952)

Accrued sick leave (377,000} (15,838,081
Net assets of governmental activiites $ 7,309,303

The accompanying notes are an integral part of these financial statements.

13



WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Non Major Total
Special Construction Governmental Governmental
General Fund Revenue Fund Fund Funds Funds
Revenues
From Local Sources;
Taxes:
Property 5 2,516,488 3 - 3 - $ 335931 3 2,852419
Motor Vehicle 463,802 - - - 463,802
Unmined Mineral 127,483 - - - 127,483
Lhility 769,736 - B - 769,736
Eamings on [nvestments 6,049 898 - - 6,947
Otler Local Revenues 78,848 - - - 78,848
Entergovernmental - State 11,964,968 1,036,355 - 1,248,777 14,250,104
Intergovernmental - Indirect Federal 103,688 1,664,693 - - 1,764,381
Taotal Revenues 16,031,062 2,697,946 - 1,584,708 20,313,716
Expenditures
Curreat;
Instruction 8,871,024 1,327,417 - - 10,198,441
Support Services: -
Student 1,161,618 60,125 - - 1,221,743
Enstruction Staff 607,953 675,268 - - 1,283,221
District Administrative 415,259 - - - 615,259
Sehool Administrative 1,113,359 - - - 1,113,359
Business 623,736 - - - 623,736
Plant Operation and Maintenance 2,068,379 - - - 2,068,379
Student Transportation 1,122,814 E01,754 - - 1,224,568
Community Service Activities 3,280 193,100 - - 196,380
Capitat Quttay:
Facilities Acquisition and Construction - - 241,684 - 241,684
Dbt Service:
Principal - - - 1,014,531 1,014,531
Interest - - - 631964 631964
Total Expenditures 16,187,422 2,357,664 241,684 1,646,495 20,433,265
Excess (Deficiency) of Revenues Over (Under) Expenditures (156,360) 340,282 (241.684) (61.787) {119,549)
Other Financing Sources (Uses)

Bond Proceeds - - £73,600 - 173,600
Sale of Property 8,288 - - - 8,288
Transfers In 40,402 - 34,928 946,035 1,021,365
Transfers Out {184 989) - - {795.974) {980,963)

Total Other Financing Sources (Uses) {136,299) - 208,528 [50.061 222 290
Net Change in Fund Balance {292,659} 340,282 (33,156) 88,274 162,741
Fund Balance, July I, 2011 1,618.677 (340,282) 52,568 66,260 1,397.223
Fund Balance, June 30, 2012 $ 1326018 s - $ 19,412 5 154534 S 1499964

The accompanying nates are an integral part of these financial statements.
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WEBSTER COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED J{INE 30, 2012

Met change in fund balances - total governmental funds

Amounts reported for governmental activities in the statements of activities
are different because;

Govemmental 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:

Capital outlays
Depreciation expense

The issuance of long-term debt provides current financial resources to govemmental
funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds, Neither trarsaction, however,
has any effect on net assets,

Proceeds from issuance of bonds
Principal payments on bonds

Principal payments on Eease obligations

Change in net assets of governmental activitics

s 102,741
$ 346010
{991,035) (645,025)
{173,600)
858,400
156,122 840,931
$ 298647

The accompanying notes are an integral part of these financial statemnents,
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WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 36,2012

Assets
Current Assets
Cash and Cash Equivalents
Inventory
Accounts Receivable
Intergovernmental - Indirect Federal
Total Current Asscts
Noncurrent Assets
Capital Assets
Less: Accumulated Depreciation
Teotal Noncurrent Assets
Total Assets
Liabilities

Current Liabilities
Accrued Sick Leave

Total Current Liabilities

Noncurrent Liabilities
Accrued Sick Leave

Total Noncurrent Liabilities
Total Liabilities
Net Assets
Invested in Capital Assets

Unrestricted

Total Net Assets

Food
Service
Fund

406,405
90,265
7.955
35,526

540,151

848,112
(748,325)

99,737

639,938

1,300

1,500

13,000

13,000

14,500

99,787
525,651

625.438

The accompanying notes are an integral part of these financial statements,



WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Food
Service
Fund
Operating Revenues:
Lunchroom Sales 3 390,369
Special Functions 26,514
Other Operating Revenues 373
Tatal Operating Revenues 417,256
Operating Expenses:
Salaries and Wages 417,048
Employee Benefits 209,983
Contract Services 39,860
Materials and Supplies 445,721
Depreciation 17.817
Other Operating Expenses 4,376
Total Operating Expenses 1,134,805
Operating Loss (717,549)
Nonoperating Revenues (Expenses):
Federal Grants 751,156
State Grants 99,331
Interest [ncome 988
Transfers to General Fund (40,402)
Total Nonoperating Revenues (Expenses) 811073
Income (Loss) 93,524
Net Assets, July 1, 2011 531,914
Net Assets, June 30, 2012 S 625,438

The accompanying notes are an integral part of these financial statements,
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WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Cash Flows from Operating Activities
Cash Received from:
Lunchroom $Sales
Government Grants
Other Activities
Cash Paid To/Fer:
Employees
Supplics
Other Activities
Net Cash Pravided (Used) by Operating Activities
Cash Flows from Non Capital Financing Activities
Transfers to General Fund
Cash Flows from Envesting Activities
Receipt of Interest Income
Net Increase (Decrease) in Cash and Cash Equivalents

Balanees, Beginning of Year

Balances, End of Year

Reconciliation of Operating Income (Loss) 1o Net Cash Provided
{Used) by Operating Aclivities

Operating Loss

Adjustments to Reconcile Operating Income to Net Cash Provided

(Used) by Operating Activitics

Deprecintion

Government Grants

Change in Assets and Liabilities
Receivables
Inventory
Accounts Payable

Net Cash Provided (Used) by Operating Activities
Schedule of Non-Cash Transactions:

Donated Commodities Received from Federal Government
Bencfits Paid by State of Kentucky on Behalf of District

Total Non-Cash Transactions

The accompanying notes are an integral part of these financial statements,

S 390.369
763.706
26.887

{627.031)
{401,964)
{1.376)

147,591

{40.402)

988

108,177

298,228

3 406,405

s (717.549)

17.817
850,487

2254
(5.125)
{293)

5 147.59]

L T0.534
86.78(

b 157,315




Assets
Cash and Cash Equivalent
Total Assets
Liabilities

Accounts Payable
Due to Student Groups

Total Linbiiities

Net Assets Held in Trust

WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
JUNE 30, 2012

The accompanying notes are an jategral part of these financial statements.
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Total
Fiscal Agent Agency Fiduciary Net
Funds Funds Asscts
3 9,795 § 315678 $ 32541
9,795 315,678 325473
626 3,855 4,481
“ 311,823 311,823
626 315,678 316,304
s 9,169 S - $ 9.169
] E———— T—————



WEBSTER COUNTY SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Fiscal
Agency Fund
Additions
State Aid $ 56,480
Total Additions 56,480
Deductions
Salaries and Benefits 44,325
Purchased Services 2,375
Total Deductions 46,600
Changes in Net Assets 9,880
Net Assets, Beginning of Year 10,285
Net Assets, End of Year $ 20,165

The accompanying notes are an integral part of these financial statements,
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2012

I. Reporting Entity

The Webster County Board of Education (Board), a five member group, is a level of government which has
oversight responsibilities over all activities related to public elementary and secondary school education
within the jurisdiction of the Webster County School District (District). The Board receives funding from
Local, State and Federal government sources and must comply with the commitment requirements of these
funding source entities. However, the District is not included in any other governmental reporting entity,
as defined in Section 2100, Codification of Governiental Accounting and Financial Reporting Standards.
Board members are elected by the public and have decision making authority, the power to designate
management, the responsibility to develop policies which may influence operations and primary
accountability for fiscal matters.

The District, for financial purposes, includes ali of the funds and account groups relevant 1o the operation
of the Webster County Board of Education. The financial statements presented herein do not include funds
of groups and organizations, which although associated with the school system, have not originated within
the Board itself such as Band Boosters, Parent-Teacher Associations, etc.

These financial staterents present the District and fts component units, entities for which the District entity
is considered to be financially accountable. Blended component units, although legally separate entities,
are in substance, part of the governmental entity’s operations and so data from these units would be
combined with data of the primary governmental entity. The Webster County School District has one
blended component unit.

Blended Component Unit:

Webster County School District Finance Corporation - The Webster County, Kentucky, Board of
Education has established the Webster County Schoo! District Finance Corporation {(a nonprofit, nonstock,

public and charitable corporation organized under the School Bond Act and KRS 273 and KRS Section
58.180) as an agency of the Board for financing the costs of school building facilities. The Board Members
of the Webster County Board of Education aiso comprise the Corporation’s Board of Directors.

2. Summary of Significant Accounting Policies
{a) Basis of Presentation

Govemment-wide Financial 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 primary government, except for fiduciary funds. The statements
distinguish between those activities of the District that are governmental and those that are
considered business-type activities. The effect of interfund activity has been substantially
removed from these statements,

The government-wide statements are prepared using the economic resources measurement
focus. This is the same approach used in the preparation of the proprietary fund financial
statements, but differs from the manner in which governmental fund financial statements
are prepared, Governmentat fund financial statements, therefore, include reconciliation,
with brief explanations, to better identify the relationship between the government-wide
statements and the statements for governmental funds,

The government-wide statement of activities presents a comparison between direct
expenses and program revenues for each segment of the business-type activities of the
District and for each function or program of the District’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department
and are, therefore, clearly identifiable to a particular function. Program revenues include
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2812

charges paid by the recipient of the goods or services offered by the program and grants
and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues are presented as
gencral revenues of the District, with certain limited exceptions. The comparison of direct
expenses with program revenues identifies the extent to which cach business segment or
governmental function is self-financing or draws from the general revenues of the District.

Fund Financial Statements — Fund financial statements report detailed information about
the District, The focus of governmental and enterprise fund financial statements is on
major funds rather than reporting funds by type. Each major fund is presented in a separate
column. Nonmajor funds are aggregated and presented in a single column. Fiduciary
funds are reported by fund type.

The financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for by using a current financial resources
measurement focus. With this measurement focus, only current assets and current
liabilities generally are included an the balance sheet. Operating statements of these funds
present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in the fund balance,

The proprietary fund is accounted for on a flow of economic resources measurement focus.
With this measurement focus, atl assets and liabilities associated with the operation of
these funds are included on the balance sheet. Proprietary fund type operating statements
present increases (i.e., revenues) and decreases (i.c., expenses) in retained carings.
Qperating revenues are those revenues that are generated directly from the primary activity
of the proprietary fund. For the District, those revenues are primarily charges for meals
provided by the various schools, All revenues not meeting this definition are reported as
nonoperating revenues. The District applies all applicable FASB pronouncements in
accounting and reporting for its proprietary operations.

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

The District had the following funds:

Governmental Fund Types

1) The General Fund is the main operating fund of the Board. {t accounts for financial
resources used for general types of operations, This is a budgeted fund, and any fund
balances are considered as resources available for use. This is 2 major fund of the
District.

2) The Special Revenue (Grant) Funds account for proceeds of specific revenue sources
(other than expendable trusts or major capital projects) that are legally restricted to
disbursements for specified purposes. It includes federal financial programs where
unused balances are returned to the grantor at the close of the specified project periods
as well as the state grant programs. Project accounting is employed to maintain
integrity for the various sources of funds. The separate projects of federally-funded
grant programs are identified in the Schedule of Expenditures of Federal Awards
included in this report on pages 45 through 46. This is a major fund of the District.

3) Capital Project Funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities and equipment (other than those
financed by a proprictary fund).

[ O]
[C% ]



WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

(a) The Support Education Excellence in Kentucky (SEEK) Capital Outlay Fund
recei.ves those funds designated by the state as capital outlay funds and is
restricted for use in financing projects identified in the District’s facility plan.

(b} The Facility Support Program of Kentucky (FSPK) Fund accounts for funds
generated by the building tax levy required to participate in the School Facilities
Construction Commission’s construction funding and state matching funds, where
applicable. Funds may be used for projects identified in the District’s facility
plan.

(¢) The Construction Fund accounts for proceeds from sales of bonds and other
revenues to be used for authorized construction. This is a major fund of the
District.

4) 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 cosis; and for the
payment of interest on general obligation notes payable, as required by Kentucky
Law.

Proprietary Fund Type

Enterprise Funds are used to account for those operations that are financed and operated in
a manner similar to private business or where the Board has decided that the determination
of revenues earned, costs incurred and/or net income is necessary for management
accountability.

The School Food Service Fund (the District’s only enterprise fund} is used to account
for school food service activities, including the National School Lunch Program,
which is conducted in cooperation with the U.S. Department of Agriculture (USDA).
Amounts have been recorded for in-kind contribution of commodities from the
USDA. The School Food Service Fund is a major fund.

Fiduciary Fund Types

Fiduciary Funds account for assets held by the District in a trustee capacity (trust funds) or
as an agent on behalf of others (agency funds). The District has no trust funds.

The Agency Fund is custodial in nature and does not present results of operations or have
a measurement focus. Agency funds are accounted for using the modified accrual basis of
accounting. This fund is used to account for assets that the government holds for others in
an agency capacity. The Agency Fund consists of activity funds and accounts for
activities of student groups and other types of activities requiring clearing accounts. These
funds are accounted for in accordance with Uniform Program of Accounting for School
Activity Funds.

(b) Basis of Accounting

The government-wide financial statements, as well as the proprietary fund and fiduciary fund
financial statements, are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows.

Governmental fund financial statements are reported using the modified accrual basis of

accounting, whereby revenues are recognized when they become both measurable and
available. Revenues are considered to be “available™ when they are collectible within the
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 3¢, 2012

©

current period or soon enough thereafler to pay liabilitics of the current period. For this
purpose, the District considers revenues to be available if they are collected within 60 days
of the end of the current fiscal year. Deferred revenue arises when assets are recognized
before revenue recognition criteria have been satisfied. Expenditures are generally
recognized when the related liability is incurred.

Non-exchange transactions, in which the District receives value without directly giving
equal value in return, include property taxes, grants, entitlements and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants, entitlements and donations is recognized in the
fiscal year in which all eligibility requircments have been satisfied. Eligibility
requirements include; (1) timing requirements, which specify the year when the resources
are required to be used or the fiscal year when use is first permitted, (2) matching
requirements, in which the District must provide local resources to be used for a specified
purpose, and (3) expenditure requirements, in which the resources are provided 1o the
District on a reimbursement basis. On a modified accrual basis, revenues from non-
exchange transactions must also be available before they can be recognized.

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 governmental activities column of the government-
wide statement of net assets but are not reported in the governmental 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.

Al 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, as
stated below, with the exception of computers and real property for which there is no
threshold. The District does not possess any infrastructure. Improvements are capitalized;
the cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset’s life are not capitalized.

All reported capital assets are depreciated. [mprovements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the
straight-line method over the useful lives, listed below, for both general capital assets and
proprietary fund assets.

Estimated
Capitalization Lives For
Description Thresholds Depreciation

Build ings and Improvements 5 25,000 25-50 Years
Land [mprovements 5 25,000 20-25 Years
Technology Equipment s 1,000 5 Years
Vehicles 3 5.000 5-10 Years
Food Service Equipment 3 1,600 12 Years
Fumitre and Fixtures 3 1,600 7-20 Years
Other $ 1,000 10-15 Years



WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

(d) Cash and Cash Equivalents/Restricied Cash/Investments

(e)

)

The Board considers demand deposits, money market funds, and other investments with an
original maturity of 90 days or less, to be cash equivalents. Cash is restricted in the special
revenue funds per grant and other agreements, in the capital projects funds per state
requirements and in debt service funds per debt agreements. (See Note 7 & 8)

Cash balances of the District’s funds are pooled and invested, Imterest earned from
investments purchased with pocled cash is allocated to the various funds based on the
fund’s average cash balance. Funds with negative cash balances are not charged interest,

As security for deposits of the District, any bank doing such business is required to pledge
securities in an amount to exceed funds on deposit by the District. In addition, the
District’s accounts are insured, subject to FDIC coverage terms and limitations. {See Note
4)

State statutes authorize the District to invest in obligations of the U.S. Treasury and U.S.
Agencies, certain federal instruments, commercial bank’s certificates of deposit, savings
and loan deposits, repurchase agreements, and the Commonwealth of Kentucky
Investment Pool.

The District’s general policy is to report money market investments and short-term
participating interest-earning investment contracts at amortized cost and to report
nonparticipating interest-earning investment contracts using a cost-based measure.
However, if the fair value of an investment is significantly affected by the impairment of
the credit standing of the issuer or by other factors, it is reported at fair value. All other
investments are reported at fair value unless a legal contract exists which guarantees a
higher value. The term “short-term” refers to investments, which have a remaining term of
one year or less at time of purchase.

The term “nonparticipating” means that the investment’s value does not vary with market
interest rate changes.

Inventories/Commodities

Supplies and materials are charged to expenditures when purchased with the exception of
the proprietary funds, which records inventory using the accrual basis of accounting.
Inventories are valued at cost or at their estimated fair value at the date of donation, using
the first-in, first-out method.

For the purposes of the statement of cash flows, federal grants reccived does not include
nonecash commodities received in the amount of $70,534.

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 Habilities and long-term obligations
payable from proprietary funds are reported on the proprietary fund financial statements.
Bond discounts, premiums and issuance costs are recorded as other assets in the
government-wide financial statements and are amortized on a straight line basis over the life
of the bonds.

In general, payables and accrued liabilities that will be paid from governmental funds are
reporied on the governmental fund financial statements regardless of whether they will be
liquidated with current resources. However, claims and judgments, the noncurrent portion
of capital leases, accumulated sick leave, contractually required pension contributions and
special termination benefits that will be paid from governmental funds are reparted as a
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

liability in the fund financial statements only to the extent that they will be paid with
current, expendable, available financial resources, In general, payments made within sixty
days after year-end are considered to have been made with current available financial
resources, Bonds and other long-term obligations that will be paid from governmental
funds are not recognized as a liability in the fund financial statements untif due.

District-Wide Financial Statements

When the District incurs an expense for which it may use either restricted or unrestricted net
assets, it uses restricted net assets first unless unrestricted net assets will have to be returned
because they were not used. Net assels on the Statement of Net Assets include the
following:

Investment in Capital Assets, Net of Related Debt — The component of net assets that
reports the difference between capital assets less both the accumulated depreciation and
the outstanding balance of debt, excluding unspent proceeds, that is directly
attributable to the acquisition, construction or improvement of these capital assets.

Restricted for Capital Projects ~ The component of net assets that reports the financial
resources restricted to pay for construction activities.

Restricted for Debt Service — The component of net assets that reports the financial
resources restricted to pay debt service on capital related debt less current accrual of
interest,

Unrestricted — The difference between the assets and liabilities that is not reported in Net
Assets Invested in Capital Assets, Net of Related Debt, Net Assets Restricted for KETS
Program, or Net Assets Restricted for Debt Service,

Governmental Fund Financial Statements

In the governmental fund financial statements, fund balances are classified as follows:

» Nonspendable — Amounts that cannot be spent either because they are in a nonspendable
form or because they are legally or contractually required to be maintained intact.

¢ Restricted — Amounts that can be spent only for specific purposes because of the state or
federal laws, or externally imposed conditions by grantors ot creditors.

e Committed — Amounts that can be used only for specific purposes determined by 2
formal action by District.

o Assigned — Amounts that are designated by the District for a particular purpose but are
not spendable until a budget ordinance is passed or there is a majority vote approval
(for capital projects or debt service) by the District.

« Unassigned - Ali amounts not included in other spendable classifications.

{h) Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria
have been satisfied. Grants and entitlements received before the eligibility requirements
are met are recorded as deferred revenue.



WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

(i) Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to
another without a requirement for repayment are reported as interfund transfers. Interfund
transfers are reported as other financing sourcesfuses in governmemtal funds and after
nonoperating revenues/expenses in proprietary funds. Repayments from funds responsible
for particular expenditures/expenses to the funds that initially paid for them are not
presented on the financial statements.

Activity between funds that are represemative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as “due-10/from other funds.” Any
residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal balances.”

(j) 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 teported amounts of assets, liabilities, fund balances, and
disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expendilures during the reporting period. Actual results
could differ from those estimates.

(k) Accrued Sick Leave

The Webster County School District allows employees to accumulate and carry over sick
days from year to year. The amount of total days that may be carried over from year to
year is unlimited. Upon retirement from the school system, employees will receive an
amount up to thirty percent (30%) of the value of accumulated sick leave. Sick leave
benefits are accrued as a liability using the vesting method. An accrual for eamed sick
leave is made to the extent that it is probable that the benefits will result in termination
payments. It is deemed probable that benefits will be paid to certified employees with
twenty or more years of experience and classified employees with ten or more years of
experience.

The entire compensated absence liability is reported on the government-wide financial
statements. For governmental fund financial statements, the current portion of unpaid
accrued sick leave is the amount expected to be paid using expendable available resources.
These amounts are recorded in the account “accrued sick feave” in the general fund. The
noncurrent portion of the liability is not reported.

3. Property Taxes

Property 1axes collected are recorded as revenues in the Fund for which they were levied, Each year,
property taxes are levied on October |, based on assessments as of January 1 prepared by the Webster
County property valuation administrator. The taxes are payable on November |. The tax rates placed
in effect are 54.7 cents per $100 of assessed valuation on real eslate and 54.7 cents per $100 on
personal property, of which 6.0 cents is for participation in the Facility Support Program, and 48.0
cents per $100 of assessed valuation on motor vehicles.



WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

4. Cash and Cash Equivalents
At June 30, 2012, the carrying amount of the District’s cash and cash equivalents was $2,543,846 and
the bank balance was $2,991.856. As of June 30, 2012, All accounts were covered by the FDIC or
securities pledged in the District’s name.

The District’s cash and cash equivalents at June 30, 2012:

Bank Balance Book Balance
United Community Bank 3 2,567,590 3 2,221,368
Independence Bank 41,783 38,001
Sebree Deposit Bank 16,481 15.746
Dixon Bank 272,849 268,671
JP Morgan 60 60
$ 2,991,856 2,543,846
Restricted Cash 576.331
Unrestricted Cash and Cash Equivalents $ 1,967,515
Reported in the Financial Statement;
Governmental Funds $ 1,235,637
Proprietary Funds 406,405
Fiduciary Funds 325,473
§ 1967515

5. Restricted Cash

Restricted Cash at June 30, 2012 corsists of the following:

Special Revenue b 425590
Capital Outlay Fund 8,190
Building Fund 122,679
Construction Fund 19412
Debt Service Fund 60
Total Restricted Cash S 576331



WEBSTER COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 36, 2012

6. Capital Asscts

Governmental Activities:
Not depreciated;
land

Deprecinted:
Land Improvements
Buildings and improvements
Technology equipment
Vehicles
Gieneral

Totals a1 historical cost

Less: accumulaied depreciation
Land Improvements
Buildings and improvements
Technology cquipment
Vehicles
General

Total accumulated depreciation

Governmental Activities
Capiral Asscts - Net

Business-Type Activities:
Depreciated;
Foad service equipment
Technology equipment
Vehicle

“Totals at historical cost
Less: accumutated depreciation
Food service equipment
Techrology cquipment
Vehicle

Total accumulated deprecistion

Dusiness-Type Activilics
Capital Assets - Net

Balance Batance
July 1, 2011 Additions Deductions June 30, 2012

3 544,352 $ - - $ 544,352

544,352 - - 544,352

634,784 46,080 . 680,864

30411897 131,991 - 30,543.888

1,062,407 138439 (126,928) 1.073.918

2,696,357 - - 2,696,357

861,887 29,500 - 891,387

35,667,332 346.010 {126,928) 35,886,414

36.2£1,684 346,010 1126.928) 36,430,766
(460,883} (24,700} . (435,584)
(10,039,091} {657.002) . (10,696,093}
(818.233) (134,509 126928 (825814
{2.119.804) (128,338} - {2.248.142}
{481.228) {46,485} - {527.713)
{13.869.239) (991,035} 126,928 (14,733,346)

$ 22342445 S (645.025) - $ 21697420

s 776.083 3 - - 5 776,083
54,280 . - 54,280

17,749 - - 17,49

843,112 - . 848,112
(659.391) (16.905) - (676.296)
(53.368) (N2) - {54,280
(17,749) - - (17.749)
{730,508) {E78E7) - {748.325)

3 117.604 3 (17.817) - § 99,787



WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

7. Long-Term Debt

The original amount of each issue, the issue date and interest rate are summarized below:

Maturity

lssuz Date [ssue Name Onginal Amount Interest Rate Date
201 Renovations - Dixon Elementary § 1,530,000 160% 2021

2001 9§ Refunding 1.070.000 4004.25% 2012

20M4R 94 Refunding 1,880,000 190-3.625% 2016

2005 HVAC - Clay Elementary 2,085,000 3190% 026

2006  Renovations- Staughters Elementary 900,000 390% 1027

2008  Renovations - WCHS 9,995,000 J004.875¢% 2029
(AJKISTA-2003  Renovations - Providence Elementary 280,000 1304.70% 213
(A) - 2004 95 Refunding 410.000 1.30-3.50% 2015
{A) - 2004 Renovations - Restrooms Povidence Elementary 300,000 1625% 204
KISTA-2009R  Refunding 603.191 100325% 2009
J00R  Refinding 1,020,000 2021

2011 Roof - Clay & Providence 178.485 1.50-350% 2021

{A) These bonds and KISTA loans were assumed by the Webster County School District through the
merger agreement dated December 12, 2006

The district, through the General Fund {including utility taxes and the Support Education Excellence in
Kentucky (SEEK) Capital Outlay Fund} is obligated te make payments in the amount sufficient to satisfy
debt service requirements on bonds issued by the Webster County School District Finance Corporation to
construct school facilities. The District has an option to purchase the property under lease at any time by
retiring the bonds then outstanding

In connection with the school revenue bonds and KISTA Series, the District entered into “panticipation
agreements” with the school facility construction commission. The commission was created by the
Kentucky General Assembly for the purpose of assisting local school districts in meeting school
construction needs, The table below sets forth the amount to be paid by the District and the commission
for each year until maturity of all bond issues and KISTA Series. The liability for the total amount remains
with the district and as such, the total principal outstanding has been recorded in the financial statements,

The bonds and series may be called prior to maturity and redemption premiums are specified in each issue.
Assuming no issues are called prior to scheduled maturity, the minimum requirements of the District
including amounts to be paid by the commission at June 30, 2012, for debt service (principal and interest)
are as follows:
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 36,2012

7. Long-Term Debt, Continued

Webster County School Factlifies Total Bonds
Roard of Education Construction Commission Requirerents Qutstanding
Year Imerest Bonds [nterest Bonds Interest Bonds

§ 15084029
2012-2013 303,191 481,322 277821 420,768 581,012 902,090 14,152.03%
2013-2014 87118 485,264 26581 432,051 552942 917,315 1323474
2014-2015 270,697 511,066 253,084 431,002 523,78} 942 068 13,292,656
2015-2016 252375 530,591 239,535 432,924 91910 963.513 11,339,141
2016-2017 29,513 427,555 224,996 146,046 454,509 373.6Mm 10,455,540
2017-2018 3441 448,270 209178 460,666 422619 908,936 9,536.604
20$8-2019 196,611 445,953 192,695 152,166 389,306 298,119 B.618 485
2019-2020 179,147 471,432 176,087 443,568 355234 S15.000 7.733.485
2020-203( 160,738 186,229 159,019 158,771 319,757 945000 6,788,485
2021.2022 141,3¢1 433,040 141,058 390445 282,369 273,485 5,915,000
2022-2023 121,664 189,655 124,193 105,345 25957 895000 5,020,000
2023-2024 101,259 508,885 106,657 401,115 207916 S10.000 4,110.000
2024-2025 79,627 516,827 83.6M 398,173 168301 925,000 3,185.000
2025.2026 56,688 543,230 70077 416,770 126,765 460000 2225000
2026-2027 36,038 393330 50,178 436,670 26,216 830,000 1.395.000
2027.2028 19,838 307,196 29043 457,804 48,881 765,000 630,000
2028-202% 6271 257,276 9.085 37274 15.356 630,000 -

Toual § 1655527 S 179142 S 261734 § 7257008 $ 5272831 8§ 15054119
e ——————— —

During the year ended June 30, 2012, the following changes occurred in long term debt:

Governmenial Activites.,

Revenue Bonds:
Issue of 2001 <Refunding>
Issue of 2004
Issue of 2005
Issue of 2006
Issue of 2008
Eysue of 20 [0 <Retunding>
KISTA - 200}
tssue of 2004 <Refunding-
Issue of 2004
KISTA - 2009<Refunding>
Essue of 2081

Acereed Sick Leuve

Business-Type Activities

Agerued Sick Leave

Balance Balance Due Witlin
July 1. 2011 Additions [Deductions June 30. 2012 One Year
1104000 - 110,000 - -
1. 845,000 - 280,000 1,265,000 205,000
1G85 000 - 90,000 1,595,000 85000
A60.000 - 10,000 850,000 140,000
2,525,000 - 245.000 9,280,000 255000
295000 - 90,000 905.000 PR
200,600 - 15.000 185,000 15,4000
160,000 - 31,000 125 a0 ELeE ]
225,000 - 15,000 210,000 1 5,000
535,708 - 75,124 460,6-14 67 0530
- 178.485% - 178.4485 | 5.4040
15,840,708 178.48% 965,134 15,054,429 S02.080
A77.000 = - 177.000 50,195
5 16.217.708 -] L7 485 5 965,124 % 15431, 139 35 953,285
——-—
5 t4 300 s - S - 5 14,500 5 1.500
————
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

8. Capital Lease Obligations

The District has entered into lease agreements with KISTA for financing the acquisitions of school
buses. The following is an analysis of ieased property under capital lease:

Accumulated
Class of Propenty Cost Depreciation

Vehicles $ 1490614 $ 1106003

The following is a schedule, by years, of the future minimum lease payments under the capital leases
together with the present value of the net minimum lease payments as of fune 30, 2012,

Year KISTA Total
Ending Leases Payments
2013 129,255 129,255
2014 119,669 119,669
2015 191,672 101,672
2016 72410 72410
2017 70,874 70874
2018 9.730 9,730
Total Minimum Lease Payments 503.610 503,610
Lease Amount Representing Interest {46.658) (16.658)
Present Value of Net Minimum Lease Payments § 456,952 § 456952

Participation Agreement CKEC 2006 Lease:

The Commonwealth of Kentucky has guaranteed Coal Severance funds will be available to provide
assistance in paying lease obligations for a two year period. Receipts from the State are recorded as
intergovernmental — state revenue in the debt service fund.

During the year ended June 30, 2012, the following changes occurred in the capital lease obligations:

Batunce Balance Pugin
July I, 2011 Additions Payments June 30, 2012 One Year

KISTA 01 5.850 - 5.850 - .
KISTA 04 37.253 - 13,665 23,588 11,604
KISTA 05 72.892 - 18,088 33,904 19,658
KISTA 06 171,059 - 27436 143.623 28,524
KISTA 07 192,205 - 34,132 161,073 32,485
KISTA 03(P) 10,704 - 5.246 458 5458
KISTA O4(F) 17,522 - 6427 11,095 5458
KISTA 08 67378 - 9167 58211 9463
CKEC-P 06 11,903 - 11.903 - -
CREC-D 06 7.329 - 7329 - .

$ 594,095 S - 5 137,143 3 456,952 S 112,650




WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

9. Retirement Plans
KTRS

The Webster County School District contributes to the Teachers’ Retirement System of Kentucky
(KTRS), a cost-sharing, multiple-employer defined benefit pension plan. KTRS administers
retirement and disability annuities, and death and survivor benefits to employees and
beneficiaries of employees of the public school systems and other public educational agencies in
Kentucky. KTRS was created by the 1938 General Assembly and is poverned by Chapter 161
Section 220 through Chapter 161 Section 990 of the Kentucky Revised Stawes (KRS), KTRS
issues a publicly available financial report that includes financial statements and required
supplementary information for the defined benefit pension plan. That report can be obtained by
writing to Kentucky Teachers’ Retirement System, 479 Versailles Road, Frankfort, KY 40601.

Contribution rates are cstablished by KRS. Members are required to contribute 9.855% and
10.855% of their salaries to KTRS. The Commonwealth of Kentucky is required 1o contribute
13.105% and 14.105% of salaries. The matching contributions are paid by the federal programs
for any salaries paid by that program. KTRS requires that members of KTRS occupy a position
requiring either a four (4) year college degree or centification by KY Department of Education
{KDE), The Webster County School District’s total payroll for the year was $11,953,116. The
payroll for employees covered under KTRS was $8,867,081. For the year ended June 30, 2012,
the Commonwealth contributed $1,090.561 to KTRS for the benefit of our participating
employees. The District’s contributions to KTRS for the years ending June 30, 2012, 2011 and
2010 were $63,132, $65,775, and 375,006, respectively, which represent 100% of the required
contributions for those employees covered by federal programs.,

CERS

Substantially, all other employees (classified personnel) are covered under the County
Employees Retirement System (CERS), a cost-sharing, multiple-employer defined benefit plan
administered by the Board of Trustees of Kentucky Retirement Systems (KRS). CERS provides
retirement, disability, and death benefits to plan members. Retirement benefits may be extended
to beneficiaries of plan members under certain circumstances. Cost-of-living adjustments
(COLA) are provided at the discretion of the State legislature. Section 61.645 of the Kentucky
Revised Statules assigns the authority to establish and amend benefit provisions to the KRS
Board of Trustees. The Kentucky Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information for CERS, That report
may be obtained by writing to Kentucky Retirement Systems, 1260 Louisville Road. Frankfort,
Kentucky 40601 or by calling 1-502-564-4646.

Plan members are required to contribute 5% of their annual creditable compensation and the
District is required to contribute at an actuarially determined rate. The current rate is 18.96% of
annual covered payroil. The contribution requirements of plan members and the District are
established and may be amended by KRS Board of Trustees. The District’s contributions to
CERS for the years ended June 30, 2012, 2011 and 2010 were $543,982, $505.836, and
$468,498, respectively, equal to the required contributions for each year.

Other
The District also offers employees the option to participate in defined contribution plans under
Sections 401(k) and 457 of the Internal Revenue Code. All regular full-time and part-time

employees are eligible to participate and may contribute up to the maximum amount allowable
by law. The District does not contribute to these plans,
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2012

16. Contingencies

The District receives funding from federal. state and local government agencies and private
contributions. These funds are to be used for designated purposes only. For government
agency graats, if based upon the grantor's review, the funds are considered not to have been
used for the intended purpose, the grantors may request a refund of monies advanced, or to
refuse to reimburse the District for its disbursements. The amount of such future refunds and
unreimbursed disbursements, if any, is not expected to be significant. Continuation of the
District's grant programs is predicated upon the grantor's satisfaction that the funds provided
are being spent as intended and the grantor's intent to continue its programs.

As shown in Note 7 above, the Kentucky School Facilities Construction Commnission (KSFCC)
is assisting the District with the repayment of the Bond Series. In the unlikely event the
KSFCC defaults on their portion of the bond series, the District is responsible to repay the
amount in full. KSFCC’s portion as of June 30, 2012, was $7,257,008.

11. Litigation

The District is involved ir a litigation the outcome of which is not determinable at this time,
Administration officials and legal counsel do not anticipate that there will be any material
effect on the financial statements as a result of this case presently in progress,

12, Risk Management

The District is exposed to various risks of loss related to toris; theft of, damage 10, and
destruction of assets; errors and omissions: injuries to employees; and natural disasters. To
abtain insurance for workers' compensation, the District bought a commercial insurance
policy. The District pays an annual premium for coverage. Contributions to the Workers'
Compensation Fund are based on premium rates established by such fund in conjunction with
the excess insurance carrier, subject to claims experience modifications and a group discount
amount. The District purchases unemployment insurance through the Kentucky School Boards
Insurance Trust Unemployment Compensation Fund; however, risk has not been transferred to
such fund, In addition, the District continues to carry commercial insurance for ali other risks
of loss. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three Fiscal years.

13. COBRA

Under COBRA, employers are mandated to notify terminated employees of available
continuing insurance coverage. Failure to comply with this requirement may put the school
district at risk for a substantial loss (contingency).

14, Transfer of Funds

The following transfers were made during the year:

From Fund To Fund Antount
Capital Projects (FSPK) Construction 3 34,928
Capital Projects (SEEK) Debt Service $ 167,103
Capital Projects (FSPK) Debt Service $ 593,943
Food Service General 5 40,402
General Debt Service $ 184,989
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WEBSTER COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 36, 2012

15. On-Behalfl Payments

The Commonwealth of Kentucky made payments on-behalf of the District as follows for the
year ended June 30, 2012. The amounts are included in the General Fund and Food Service
Fund as [ntergovernmental-State revenues. [n the General Fund, the retirement payments and
the state operated vocational education payments are recorded as additional instruction expense
and the health insurance, life insurance and flexible spending (net of fees} payments are
allocated to the various expense functions based on a ratio of employees. In the Food Services
Fund, all of the payments are recorded as additional employee benefits.

Kentucky Teachers Retirement System $  1,090.561
Health Insurance, Life Insurance, Flexible Spending Plan

Net of Administrative Fees 2,188,036
State Operated Vocational Ed Schools 46,743

16. Deficit Operating Fund Balances

The District had no funds with a deficit operating fund balance as of June 30, 2012.
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WEBRBSTER COUNTY SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2012

Variance with Final

Budgeted Amounts Budget Favorable
Original Final Actuaf {Unfavorable)
Revenues
Fram Local Sources
Taxes
Propeny H 2497773 s 2497773 S 2,516,488 S 18,715
Motor Vehicle 330,000 380,000 463,802 33,802
Unmined Mineral 40,000 40,000 127,483 87,483
Uulity 580,000 580,000 169,736 189,736
Other Taxes 220,000 210,000 - (2200003
Earnings on Investments 10,000 10,000 6,049 (3,951
Tuilion 1,000 1,000 - (1,000
Other Local Revenues 45,830 43,830 78,848 33018
Intergovernmental - State 8,878,094 2,878,094 11,964,968 1086874
[ntergovernmental - Indirect Federad 30,000 30,000 103,688 73.688
Tatal Revenues 12,682,697 12,682,697 16,031,062 3,348 365
Fapenditures
Current;
Instruction 6,804,999 6,804,999 RR71.024 (2.066,025)
Suppant Setvices:
Student 898,950t 898,901 1,161,618 (262,717)
Instruction Stall 491,963 491,963 607953 (115,990)
District Administrative 143,002 743,002 615,259 127,743
School Admimstrative 210,709 10,709 1,113,359 {302,650}
[Business 430,421 430,421 623,736 {193.315)
Plant Operation and Maintenance 2,072.889 2,072,889 2068379 4,510
Student Transportation 1,055,603 1,055,603 1.122.814 (61214
Contingency 513642 513,642 - 513,642
Communily Service Activities 6,187 16,187 3,280 12,007
Total Expenditures 13.838.316 13,838,316 16,187,422 12.349.106)
Excess (Deficit) of Revenues Over Expeaditures (1,155,619} {1.155.619) 1156.360) 960 259
Other Finaacing Sources (L'ses)
Sale of Propeny - - 888 8,288
Operating Transfers [n H.100 +4,100 40,402 13,698)
Operating Transfers Out (193.627) (193,627) {184,980 3.638
Tatal Qther Finuncing Sources (Uses) £149.527) (149.527) (136.299) 13,228
Excess (Deficit) of Revenues and Other Flouncing
Sources Over Expenditures and Qther
Financing Uses (1.305,146) (1,305,146} {292,659) 1012487
Fund Bulunce, July 1, 2011 1,305,146 1,305,146 1,618,677 313,531
Fund Bafance, June 30, 2012 S - H - S 1,326,018 S 1,326,018
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WEBSTER COUNTY SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGIS IN FUND BALANCES -
BUDGET AND ACTUAL - SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2012

Variance with Final

Budgeted Amounts Budget Favorable
QOriginal Final Actual (Unfavorable)
Revenues
From Local Sources
Taxes
Property $ - b3 - 5 - $ -
Motor Vehicle - - - -
Unmined Mineral - - - -
Utility - - - -
Earnings on Investments 792 792 898 106
Intergovernmental - State 675,023 675,023 1,636,355 361,332
Intergovernmental - Indirect Federal 1,954,938 1,954,938 1,660,693 (294,245)
Total Revenues 2,630,753 2,630,753 2,697,946 67,193
Expenditures
Current:
Instruction 1,673,388 1,673,888 1,327,417 346471
Support Services:
Student 64,109 64,109 60,125 3,984
Instruction Staff 1,004,772 1,004,772 675,268 329,504
District Administrative - - - -
School Administrative - - - -
Business - - - -
Plant Operation and Maintenance - - - -
Student Transportation 79,079 79,079 101,754 {22,675}
Community Service Activities 185,884 185,884 193,100 (7,216)
Total Expenditures 3,007,732 3,007,732 2,357,664 650,068
Excess (Deficit) of Revenues Over Expenditures (376,979) (376,979) 340,282 717,261
Other Financing Seurces {(Uses)
Operating Transfers In 25,292 25,292 - (25,292)
Operating Transters Qut - - - -
Tatal Other Financing Sources {Uses) 25,292 25292 - (25,292)
Excess (Deficit} of Revenues and Other Financing
Sources Qver Expenditures and Other
Financing Uses {351,687) (351,687) 340,282 691,969
Fund Balance, July 1, 2011 351,687 351,687 (340,282) (691,969
Fund Balance, June 38, 2012 $ - $ - 3 - § -
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WEBSTER COUNTY SCHOOL DISTRICT
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR BUDGETARY PROCESS
FOR THE YEAR ENDED JUNE 30, 2012

Budgetary Process

Budgetary Basis of Accounting: Annual budgets are adopted on a basis consistent with accounting
principles generally accepted in the United States of America, except for on-behalf payments. The
Kentucky Department of Education does not permit Kentucky school districts to budget on-behalf
payments, All annual appropriations lapse at fiscal year-end.

As required by KRS 160.470, on or before January 31 of each year, the District commences budget
preparation for the following fiscal year. Before May 30, a tentative working budget is presented to the
Kentucky Department of Education. A final working budget must be prepared and adopted no later than
September 30. The budget is periodically amended and adopted by the Board of Education during the
fiscal year with a final budget adopted by the Board prior to June 30.

The appropriated budget is prepared by fund unit, function, program, level, object and project. The legal
level of budgetary control is the fund level.

Reconciliation between the Budgetary Basis of Accounting and GAAP

General Fund

A basis difference exisls in the general fund between the GAAP prescribed basis of accounting for
governmental funds and the budgetary basis used by the District. The difference relates to on-behalf

payments, The Kentucky Department of Education prohibits Kentucky school districts from including on-
behalf payments in the budget process. Line item differences are as follows:

Revenues
Intergovernmental - State h) 11,964,968 3 15,203,527 3 3,238,559
Expenditures:
Instruction 8.871.024 11,050,672 2.179,648
Support Scrvices:
Studem 1,161,618 1422445 260,827
Instructional Staff 607,953 753.519 145,566
District Administration 615,259 666,406 51,147
Scheol Administration 1,113,359 1,373,432 260,073
Business 623,736 690,534 66,798
Plant Operations Maintenance 2,068,379 2,227,996 159,617
Student Transportation 1,122,814 1,237,697 114,883

Special Revenue Fund

There were no material variances between GAAP prescribed basis of accounting for governmental funds
and the budgetary basis used by the District.
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Assels

Accounts Receivable
Restricied Cash

Total Assels
Liabilitics nnd Fund Balances

Llahilities
Accounts Payable

Total Liabilities
Fund Balances
Restricted for Capital Projects
Restricted for Debt Service
Unnssigned

Total Fund Balances

‘T'otal Llabilities and Fund Balances

WEBSTER COUNTY SCHOOL DISTRICT

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2012
SEEK Total
Capital Debi Nonmagjor
FSPK Oulay Service Governmentat
Fund Fund Fund Funds
s 23,605 - - s 23.605
122570 8.190 60 130,929
3 146,284 8,190 60 s 154,534
S - - - S -
116,284 8,190 - ES3.474
- - 60 60
146,284 8.190 60 154,534
s 146,284 8.190 60 S 154,534
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WEBSTER COUNTY SCIOOL DISTRICT

COMBINING STATEMENT OF REVENUES, ENPENDITURES, AND CHANGES IN FUND

BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 202

SEEK Toual
Capital Dabt Nonmajor
FSPK Qutlay Service Govemmental
Fund Fund Fund Funds
Revetiues
From Local Sources:
Taxes:
Propeny S 335,931 s - - S 335931
Intergovernntental - State 354.623 193,694 700,460 1,248,717
Total Revenues 650,554 193,694 700.460 1,584,708
Expenditures
Capital Ouday:
Facilities Acquisition and Censiruction - - - -
Debt Service:
Principal . - 1,014,531 1,014,531
Interest - - 531964 631,964
Total Expenditures - - 1.646.495 1.646.495
Excess (Deftcit) of Revenues Over Expeaditures 690,554 193,694 (946.035) {61,787
Other Finanelnp Saurces {Uses)
Transfers In . . 946,035 946,035
Transfers Out (628.8371 (167.103) - (795.974)
Total Other Financing Sources (Uses) (628.871) (167.103) 946,035 150,061
Excess (Deflclt) of Revenues and Other Financing
Sources Over Expendliures and Other
Financing Uses 61,683 25,591 - 83,21
Fund Balanee, Juty 1, 2011 84.601 {13401 60 66,260
Fund Balance, Sune 30, 2012 s 146.284 S 8,190 60 3 154.5M4
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Academic Team
Agtitulture

Annual

Archery

Athlaic

Athlelic - Doys DB
Athlclic - Guls BB
Band

Baschall

Heta

Toakstore
Charinable
Cheetleadets

Class of'13

Class of'14

Clay PTA Scholarship
Cross Country ~ Boys & Girls
Culinary Skills
Dance Team

[irenks « Teachers Lounge
FFA

FACS

FCA

FCCLA

Footbalt

General Fund

Guls Softball

Gelf

Geaduation
Greenhouse
Quidance

Inst Science
Intramruc] Soccer
Lance

Labrary

Middle Schoo! Athletrcs
Mock Tral
Petforming Ans
Physical Education
Pawer Lifting
Project Graduation
Quiz Bowl

RC.

Renaissance
Scholarships

Sebree Schofarships
Senior Class Trip
Soccer

Student Couneil
Student Rewards
Teachers Lounge-Drinks
Tennas - Noys & Girls
Track - Boys £ Gitls
Trajan Hank Scholarship
Valleyball
WEC FRYSC Memarial Fund
Young Politicizns
Youth Experiencing Suceess
Text Rent Fees
Pep Club
Practiead Living.

TOTAL

WEBSTER CCUNTY SCHOOL DISTRICT

SCHEDULE OF RECEIPTS, DISEURSEMENTS, AND FUND BALANCES
WEBSTER COUNTY HIGH SCHOOL

FOR THE YEAR ENDED JUNE 20, 2012

Accaunts
Cash Dalances Cash Ralances Regewvable Juns Ascounts Bayable Fund Balances
falv 3011 Reesipts Disbursements June 30, 3093 36,2012 June 30, 2012 June 10, 2012
- 419 H - . 419 - - H 419
499 1905 1416 988 - - 988
6,201 14,913 6,008 15,106 - - 15,1056
- 1750 735 1015 1015
annr 81.206 14,362 30,061 - 30,061
31 1456 30 177 - - 177
a 6,348 2,046 3 - - 33
. 150 9t 52 - . 57
160 170 1,109 ] - . e |
338 1,916 1.933 3N - . n
5.187 20,318 1774 i . . m
. 2,450 2490 - . . R
1] 3,103 2471 s - - ns
2,080 7,51 9612 " . . -
1 3500 1,639 1,871 [E:141
375 - 375 - . - -
933 400 195 538 . 533
- 1,704 1,287 4T 417
1.559 3,761 4,801 519 . - 519
ERY) 1855 4,026 - . - .
1.962 33,51 35,521 3] - . ”
627 903 1,033 40§ - . 495
100 2143 1070 I . - 173
156 4,54 10% 121 . 1an
1799 21,15 1110 15,182 . . 15182
10,196 39,305 40,837 3.664 . . 8,664
3] ny 5161 270 - - 270
- 10,106 3962 6,144 6,144
566 201 1,137 32 - - kb
8712 5729 3,184 11,257 - . 14,287
20 L a7 361 - . $61
191 3918 3426 1,300 - - 1300
239 . 19 - -
193 1,285 2,078 . . - -
1173 605 569 1,309 - B 1,809
. 37377 24,128 13,149 13,749
1.86% 20 1,38 68} . - 682
305 . k1o B . . -
735 55 47 ol - - 11
E] . 4 - . . .
L] 14,957 13414 227 . - 2217
800 83 320 63 - . a3
5877 470 1,153 5154 . - 51
3,935 2496 1,542 4,889 . . 1889
30 1983 125 4,16 - . 4161
H . 4t . “ . .
3,595 42,249 41,519 4,128 - . 4,728
7t 500 397 1M - . 174
59 - 210 b - . kL]
. 1968 1,205 6} 763
. 210 1,231 12 i
1,323 1,39 973 Lg% - . 1484
138 949 1950 21? - - 31
bl . 27 - . . .
326 2357 TEN 160 - . 360
10% E50 . 185 255
453 1,853 1,755 351 - . 551
3.630 207 25013 An - . 323
26,110 7262 11,706 21,666 . . 21,656
375 1356 664 1,067 - 1.067
150 ni 186 g1 ) - 81
s 131.034 [ A!I'a‘ﬁ_;= 3 JTIg; s l?&i-tés S - S - [ Il%




WEBSTER COUNTY BOARD OF EDUCATION
SCHERULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

FEDERAL GRANTOR
PASS-THROUGH GRANTOR FEDERAL
FEDERAL  AGENCY OR PASS-TIROUGH DISBURSEMENTS
PROGRAM TITLE CFDAY NUMBER [EXPENDITURES _
1.S. DEPARTMENT OF AGRICULTURE
PASSED THRU STATE DEPARTMENT
OF EDUCATION:
CHILD NUTRITION CLUSTER:
SCHOOL BREAKFAST PROGRAM 10.553 7760005 s 206,985
NATIONAL SCHOOL LUNCH PROGRAM 10.555 7750002 505,836
SUMMER FOOD SERVICE PROGRAM FOR
CHILDREN 10.559 7740023 40,165
TOTAL CHILD NUTRITION CLUSTER 752.986
TOFAL U.S. DEPARTMENT OF AGRICULTURE 752,986
U.S. DEPARTMENT OF EDUCATION
PASSED THRU STATE DEPARTMENT
OF EDUCATION:
TITLE{ GRANTS TO LOCAL
EDUCATIONAL AGENCIES 84.010 3100D 2,988
3ol 119,339
3100D 45,226
3101M 478
3101T 81
3102 345,589
3142 10,765
3202 13.303
542.769
ARRA - TITLE} PART A 84,3804 3919 58.260
ARRA - TITLE1PART D 3999 (909)
57,351
TOTALTITLE S 600,120
MIGRANT EDUCATION STATE GRANT " 8401 il 33400
PROGRAM nz 122,651
156,053
SPECIAL EBUCATION CLUSTER:
SPECIAL EDUCATION - GRANTS TO STATES (IDEA, PART B) 24,027 37 228,648
3372 233,735
SPECIAL EDUCATION - PRESCHOOL GRANTS (IDEA, PRESCHOOL) 84.173 3430 6,085
3431 19,682
ARRA - IDEA B 84,3914 4249 42,330
ARRA - IDEA PRESCHOOL 843924 4239 10472
TOTAL SPECIAL EDUCATION CLUSTER 550,961
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.S, DEPARTMENT OF EDUCATION, CONTINUED

EDUCATION TECHNOLOGY STATE GRANTS

84.318 4251 23
RURAL EQUCATION 84.358 ERTH 17602
3502 20.149
47,351
ENGLISH LANGUAGE ACQUISITION GRANTS 84.365 3451 16,673
3452 19.213
33886
EDUCATION FOR HOMELESS CHILDREN AND YOUTH 84.196 ne 6.542
YOCATIONAL EDUCATION - BASIC GRANTS TO STATE 83048 3482 10,200
3481 13,788
34814 583
3480A 503

3489 {3.882)
16,192
IMPROVING TEACBER QUALITY STATE GRANTS #4.367 012 84.940
SERVICE LEARNING GRANT 94.004 6751 3739
6730 1542
5,281
EDUCATION JOBS FUND 84410 4411 157,344
TOTAL UGS, BEPARTMENT OF EDUCATION 1.660.692
TOTAL ENPENDITURES OF FEDERAL ANVARDS $ 243,678

Note A: Basis of Presentation

This schedule of expenditures of federal awards includes the federal grant setivity of the Webster County Schoo! District Board of Education under
programs of the federal government for the yenr ended June 30, 2012, The information in the Schedule is preseated in gccordance with the
requirements of Circular A-133 Audits of States, Local Gavernments, and Non-Profit Organizations, Because this Schedule presents only a selected
portion of the operations of the Webster County School District Board of Education, it is not infended 4o und does not present the financial position,
changes in net assets, or eosh flows of the Webster County Schoel District Board of Education.

Note B: Sununary of Significant Accounting Policies

(1Y Espenditures reporied on this Schedule are reported on the accrual busis of accounting, Such expenditures are recopnized following the cost
principles conmained in OMB Circular A-87 Cost Principles for State, Local, and Indian Tribal Governments, wherin, ceriain ypes of
expenditures are not allowable or are limited os to reimburserient.

(2) Pass-through entity identifying numbers are presented where available,
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Board Members

James Nance
Chairman

Tim McCormick
Vice Chairman

WEBSTER COUNTY SCHOOL DISTRICT
BOARD MEMBERS AND ADMINISTRATIVE PERSONNEL
JUNE 30, 2012

Adidress

Sebree, Kentucky

Clay, Kentucky

Jeff Petitt Sebree, Kentucky
Steve Henry Providence, Kentucky
Dr. E Carolyn Tucker Dixon, Kentucky

Administrative Personnel

Dr. James A. Kemp - Superintendent and Secretary of the Board

Alan Lossner - Assistant Superintendent

Riley Ramsey — Assistant Superintendent

Tonia Duncan — Treasurer
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Michael L. Overby, CPA, PLLC
L Certified Public Accountant

2200 Westerfield Drive, Suite C

B Providence, KY 42450

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GV ERNMENT AUDITING STANDARDS

State Committee for School District Audits
Members of the Board of Education
Webster County School District

Dixon, Kentucky

I have audited the financial statements of the governmental activities. the business-type activities, each major fund,
and the aggregate remaining fund information of Webster County School District as of and for the year ended June 30.
2011, which collectively comprise the Webster County School District’s basic financial statements and have issued my
report thereon dated December 3. 2012, 1 conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable 1o financial audits contained in Governmens
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements prescribed by
the State Committee for School District Audits, in the Appendix | (General Andit Requirements), Appendix I (State
Audit Requirements), and Appendix 11 (Electronic Submission) of the Independent Anditor's Contract.

Internal Control Over Financial Reporting

Management of Webster County School District is responsible for establishing and maintaining effective internal
control over {inancial reporting. In planning and performing my audit, [ considered Webster County School District's
internal control over financial reporting as a basis for designing my auditing procedures for the purpose of expressing
nty opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Webster County School District’s internal control over financial reporting. Accordingly, | do not express an opinion
on the effectiveness of the Webster County School District’s internal control over financial reporting,

A deficiency in internal control exists when the design or operation of a conirol does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements
on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

My consideration of internal control over financial reporting was for the limited purpose described in the firsi
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporiing
that might be deficiencies, significant deficiencies, or material weaknesses. I did not idemtify any deficiencies in
internal control over financial reporting that 1 consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Webster County School District’s financial statements are
free of material misstatement, I performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with whiclt could have a direct and material effect on the
determtination of financial statement amounts. However, providing an opinien on compliance with those provisions
was not an objeclive of my audit and, accordingly. | do not express such an opinion. The results of my tests disclosed
no instances of noncompliance or other matters that are required to be reported under Govermment Auditing Standards,
in addition, the results of my tests disclosed no instances of material noncompliance of specific state statutes or
regulations identified in Appendic If of the Independent Auditor s Contract-State Audit Requirements.
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[ noted certain matters that | reported to managenent of Webster County School District, in a separate lener dated
December 3, 2012,

This report is intended solely for the information and use of the Webster County Board of Education management,
Kentucky State Commitiee for School District Audits, the Kentucky Department of Education, and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these

specified parties.

Tt Contly 4,22

Michael L. Overby CPA, PLLC
December 3, 2012
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M | Michael L. Overby, CPA, PLLC
: Certified Public Accountant

: Of - 2201 Westerfield Drive, Suite C
— Providence, K'Y 42450

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Stare Commuittee for School District Aucits
Members of the Board of Education

Webster County School District

Dixon, Kentucky

Compliance

| have audited Webster County School District’s compliance with the types of compliance requirement’s described
in the OMB Circnlar A-133 Compliance Supptement that could have a direct and material effect on each of Webster
County School District’s major federal programs for the year ended June 30. 2012. Webster County School
District’s major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major programs is the responsibility of Webster County School District's
management. My responsibility is to express an opinion on Webster County School Distriet’s compliance based on

my audit.

[ conducted my audit of compliance in accordance with auditing standards generalty accepted in the United States of
America; the standards applicable to financial audits contained in Govermment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Cireular A-133. Audits of States, Local Governments, and Non-
Profit Organizations, and the requirements prescribed by the Siate Committee for School District Audits, in
Appendix 1 (General Audit Requirements), Appendix 1 (State Audit Requirements), and Appendix 1 (Electronic
Submission) of the independent auditor’s contract. Those standards and OMB Circular A-133 require that | plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred 1o above that could have a direct and material effect on a major federal program occurred. An
audit includes examining, on a test basis. evidence about Webster County School District's compliance with those
requirements and performing such other procedures as | considered necessary in the circumstances. | believe that
my audit provides a reasonable basis for my opinion. My audit does not provide a legal determination of Webster

Coumy School District’s compliance with these requirements.

In my opinion, Webster County School District, complied, in all material respects, with the compliance requirements
referred to above that could have a direct and materfal effect on cach of its major federal programs for the year

ended June 30, 2012,

Internal Control over Compliance

Management of Webster County School District is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs, In planning and performing my audit. 1 considered Webster County School District’s internal control
over compliance with the requirements that could have a direct and material effect on a major federal program to
determine the auditing procedures for the purpose of expressing my opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal contrel over compliance. Accordingly. | do not express an opinion on the
effectiveness of Webster County School District™s internal control over compliance.

A deficiency in buernal controf over compliance exists when the design or operation of a control over compliance

does noi allow management or employevs, in the nermal course of performing their assigned functions, 1o prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
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A material weakness in imernal control over compiiance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis,

My consideration of internal control over compliance was for the limited purpose described in the first paragraph of
the section and was not designed to identify all deficiencies in internal control over compliance that might be
deficiencies, significant deficiencies, or material weaknesses. [ did not identify any deficiencies in internal control
over compliance that 1 consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of management, Board of Education, others within the

entity, federal awarding agencies, and pass through entities and is not intended to be and should not be used by
anyone other than these specified parties,

il 55222

Michael L. Overby CPA, PLL.C
December 3, 2012
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WEBSTER COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended June 30, 2012

Summary of Audit Results

3

. The auditor’s report expresses an unqualified opinion on the financial statements of
the Webster County School District,

No significant deficiencies in internal control were disclosed during the audit of the
financial statements as reported in the Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards.

. No instances of noncompliance material to the financial statements of Webster
County School District were disclosed during the audit.

. There are no significant deficiencics in internal control disclosed during the audit
of the major federal award programs as reported in the Report on Compliance
with Requirements Applicable to Each Major Program and Internal Control Over
Compliance in Accordance with OMB A-133.

. The auditor’s report on compliance for the major federal award programs for the
Webster County Schaol District expresses an unqualified opinian,

. There were no audit findings that are required to be reported in accordance with
Section 510(a) of OMB Circular A-133.

. The programs tested as major programs included:
- Title 1 84,010
Child Nutrition Cluster:
- National School Lunch 10.555
- Schaool Breakfast 10.553

. The threshold for distinguishing Types A and B programs was $300,000.

. Webster County Board of Education was determined not to be a [ow risk auditec.

Findings-Financial Statements Audit

None

Findings and Questioned Caosts - Major Federal Award Program Audit

None



WEBSTER COUNTY SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
for the year ended June 30, 2012

FINDING AND QUESTIONED COSTS-MAJOR FEDERAL AWARDS PROGRAMS AUDIT

The audit did not disclose any audit findings that the auditor is required to report under Section 510(a)
of Circular A-133.
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M | Michael L. Overby, CPA, PLLC
: L Certified Public Accountant

0 2201 Westerfield Drive, Suite C

Providence, KY 42450

State Committee for School District Audits
Members of the Board of Education
Webster County Schocl District

Dixon, Kentucky 42409

In planning and performing my audit of the financial statements of the Webster County School
District for the year ended June 30, 2012, | considered the District's internal control structure to
determine my auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control structure.

However, during my audit, | became aware of several matters that are opportunities for
strengthening internal controls and operating efficiency. The memorandum that accompanies this
letter summarizes my comments and suggestions regarding those matters. A separate report
dated December 3, 2012, contains my report on significant deficiencies and material weaknesses
in the District's internal control structure. This letter does not affect my report dated December 3,
2012 on the financial statements of the Webster County School District,

| appreciate the opportunity to bring these comments to your attention. | have already discussed
many of these comments and suggestions with various District personnel, and | will be pleased to
discuss them in further detail at your convenience, to perform any additional study of these
matters, or to assist you in impiementing the recommendations.

i 2

Michael L. Overby CPA, PLLC
December 3, 2012
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WEBSTER COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER POINTS
FOR THE YEAR ENDED JUNE 30, 2012

Current Year Management Letter Points

1))

3)

Purchase Orders

[ noted instances of purchase orders not being prepared properly. Purchase orders are to be used
as documentation that a purchase is properly authorized, not merely an additional form to be
attached to an invoice indicating approval. Except for purchases made on the same day, purchase
orders should pre-date the vendor’s invoice and the check date. Not only does the proper use of
purchase orders and in the control of school expenses, it also protects purchases from the
possibility of being denied reimbursements of purchases for school purposes. It was also
discovered that the purchase request and purchase orders were signed by the principal. (Relates to
all schools). There has been a significant improvement over prior years.

Recommendation: 1 recommend that purchase orders be utilized and properly completed as
required by the “Red Book."”

Response: Schools will be directed 10 comply with atl rules of the “Red Book" in relation to
purchase orders. Specifically, they will be directed to issue purchase orders before invoices and
payments.

Required Forms

The KDOE “Red Book" requires use of specific forms (or reasonable facsimiles) for certain
activities such as: (1) Multiple receipts, (2) Fundraising, {3) Inventory control, (4) Internal account
- budgets, (5) Transfers, (6) Ticket sates, and (7) Annual firancing reports. | noted instances
where it appeared that these forms were either not completed or completed incorrectly. There has
been a significant improvement over prior years,

Multiple Receipts: Many completed by teachers (All Schools)

Recommendation: I recommend that the principal and secretary at each school review the “Red
Book” and comply with its requirements regarding the use of these forms,

Response: Individual schools will be directed to follow all requirements of “Red Book™ in
relation to these required forms.

Fixed Assets

Governmental accounting standards require that the District record and account for changes in its
fixed assets, including depreciation. | noted deficiencies in the recording of fixed assets,
specifically, the incorporation of the fixed assets from the Providence Independent School District
following the merger, and fixed assets not being recorded on the fixed asset schedule. Also, the
tagging of the fixed assets has been inconsistent with the numerical sequence of the tags. A fixed
asset policy has been adopted to provide for the asset policy and controls include guidelines and
procedures for centralized recording of additions and deletions to the District’s fixed assei.
Noncompliance with the policy and its internal controls provides opportunities for the undetected
loss of assets,
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Recommendation: I recommend strict adherence to the District’s fixed asset procedures. 1 also
recommend al! fixed assets be retagged using a consistent system of number with the
corresponding school location numbers being incorporated into the number.

Respense: The area of fixed assets is improving, however, the board is making a consciences
effort to adhere to this policy.
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WEBSTER COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER POINTS
FOR THE YEAR ENDED JUNE 30, 2012

Prior Year Management Letter Points

1}

3

Purchase Orders

I noted instances of purchase orders not being prepared properly. Purchase orders are to be used
as documentation that a purchase is properly authorized, not merely an additional form to be
attached to an invoice indicating approval. Except for purchases made on the same day, purchase
orders should pre-date the vendor's invoice and the check date. Not only does the proper use of
purchase orders and in the control of school expenses, it also protects purchases from the
possibility of being denied reimbursements of purchases for schaol purposes. It was also
discovered that the purchase request and purchase orders were not signed by the teacher requesting
the purchase. (Relates to all schools).

Recommendation: 1 recommend that purchase orders be utilized and properly completed as
required by the “Red Book.”

Response: Schools will be directed to comply with all rules of the *Red Book™ in relation to
purchase orders. Specifically, they will be directed to issue purchase orders before invoices and
payments.

Sec comment FYE 6/30/2012

Required Forms

The KDOE “Red Book™ requires use of specific forms (or reasonable facsimiles) for certain
activities such as: (1) Multiple receipts, (2) Fundraising, (3) Inventory control, (4) Internal account
— budgets, (5) Transfers, (6) Ticket sales, and (7) Annual financing reports. | noted instances
where it appeared that these forms were either not completed or completed incorrectly.

Multiple Receipts: Many completed by teachers (All Schools)
Fundraising: Same forms were either not used or used incorrectly. (Clay, Dixon)
Inventory Centrol: Some forms were either not used or used incorrectly. (Dixon)

Recommendation: I recommend that the principal and secretary at each school review the “Red
Book™ and comply with its requirements regarding the use of these forms.

Response: Individual schools will be directed to follow all requirements of “Red Book™ in
relation to these required forms.

See comment FYE 6/30/2012
Fixed Assets

Governmental accounting standards require that the District record and account for changes in its
fixed assets, including depreciation. | noted deficiencies in the recording of fixed assets,
specifically, the incorporation of the fixed assets from the Providence Independent School District
following the merger, and fixed assets not being recorded on the fixed asset schedule. Also, the
tagging of the fixed assets has been inconsistent with the numerical sequence of the tags. A fixed
asset policy has been adopted to provide for the asset policy and controls include guidelines and
procedures for centralized recording of additions and deletions to the District’s fixed assel.
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Nancompliance with the policy and its internal controls provides opportunities for the undetected
loss of assets.

Recommendation: I recommend strict adherence to the District’s fixed asset procedures. 1also
recommend all fixed assets be retagged using a consistent system of number with the
corresponding school location numbers being incorporated into the number.

Response: A full-time employee has been hired to be responsible for all recording of fixed asset
additions and deletions and for the consistency of tags being used.

See finding 2010-1 — Significant Deficiency
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