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(606) 436-5700 FAX : (606) 436-5701
chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR'S REPORT

State Committee for School District Audits
Members of Powell County Board of Education
Stanton, Kentucky

Report on the Financial Statements

We have audited the accompanying financial staté&nehthe governmental activities, the business-
type activities, each major fund, and the aggregataining fund information of Powell County School
District as of and for the year ended June 30, 2@hd the related notes to the financial statements
which collectively comprise the District's basiadincial statements as listed in the table of casiten

Management’'s Responsibility for the Financial Statents

Management is responsible for the preparation aimdpresentation of these financial statements in
accordance with accounting principles generallyeptad in the United States of America; this inckide

the design, implementation, and maintenance ofnatecontrol relevant to the preparation and fair
presentation of financial statements that are free material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express opinions on tHasncial statements based on our audit. We coeduct
our audit in accordance with auditing standardegaly accepted in the United States of America and
the standards applicable to financial audits coe@iinGovernment Auditing Standardssued by the
Comptroller General of the United States, and tiditaequirements prescribed by the State Committee
for School District Audits in the Kentucky Publict®ol District's Audit Contract and Requirements.
Those standards require that we plan and perfoemadkit to obtain reasonable assurance about whethe
the financial statements are free from materiaktatement.

An audit involves performing procedures to obtaidiaevidence about the amounts and disclosures in
the financial statements. The procedures selecggaril on the auditor's judgment, including the
assessment of the risks of material misstatemeihefinancial statements, whether due to fraud or
error. In making those risk assessments, the audiasiders internal control relevant to the ertity
preparation and fair presentation of the finanstatements in order to design audit proceduresatteat
appropriate in the circumstances, but not for timpgase of expressing an opinion on the effectiveinés
the entity’s internal control. Accordingly, we ergs no such opinion. An audit also includes evalgat
the appropriateness of accounting policies used tAedreasonableness of significant accounting
estimates made by management, as well as evaludimgoverall presentation of the financial
statements.



We believe that the audit evidence we have obtaimadfficient and appropriate to provide a bagis f
our audit opinions.

Opinions

In our opinion, the financial statements referredabove present fairly, in all material respedig t
respective financial position of the governmentdivities, the business-type activities, each majod,
and the aggregate remaining fund information ofRbevell County School District, as of June 30, 2014
and the respective changes in financial positiod, ahere applicable, cash flows thereof for tharye
then ended in accordance with accounting princigéeeerally accepted in the United States of America

Other Matters
Required Supplementary Information

Accounting principles generally accepted in thetethiStates of America require that the management’s
discussion and analysis and budgetary comparidommation on pages 4-9 and 42-43 be presented to
supplement the basic financial statements. Suahnrdtion, although not a part of the basic financia
statements, is required by the Governmental Acdogirftandards Board, who considers it to be an
essential part of financial reporting for placiniietbasic financial statements in an appropriate
operational, economic, or historical context. Weehapplied certain limited procedures to the resplir
supplementary information in accordance with aanditstandards generally accepted in the United
States of America, which consisted of inquiriesneinagement about the methods of preparing the
information and comparing the information for catesncy with management’'s responses to our
inquiries, the basic financial statements, andrdthewledge we obtained during our audit of theibas
financial statements. We do not express an opioigerovide any assurance on the information because
the limited procedures do not provide us with sigfit evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of formomnions on the financial statements that
collectively comprise the Powell County School Biddts basic financial statements. The combining
and individual non-major fund financial statemeants presented for purposes of additional analysis a
are not a required part of the basic financialstents. The schedule of expenditures of federaidsva
is presented for purposes of additional analysigegsired by U.S. Office of Management and Budget
Circular A-133,Audits of States, Local Governments, and Non-P@ififanizations and is also not a
required part of the basic financial statements.

The combining and individual non-major fund finaalgtatements and the schedule of expenditures of
federal awards are the responsibility of manageraadtwere derived from and relate directly to the
underlying accounting and other records used tgaree the basic financial statements. Such
information has been subjected to the auditing gutoes applied in the audit of the basic financial
statements and certain additional procedures, diducomparing and reconciling such information
directly to the underlying accounting and otherords used to prepare the basic financial statenoents
to the basic financial statements themselves, #ret additional procedures in accordance with aglit
standards generally accepted in the United State&nterica. In our opinion, the combining and
individual non-major fund financial statements dhd schedule of expenditures of federal awards are
fairly stated in all material respects in relattorthe basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance witlsovernment Auditing Standardse have also issued our report dated October 13,
2014, on our consideration of the Powell County dathDistrict’s internal control over financial
reporting and on our tests of its compliance wihtain provisions of laws, regulations, contraeis
grant agreements and other matters. The purpodatifeport is to describe the scope of our tesiing
internal control over financial reporting and coiapte and the results of that testing, and notdwige

an opinion on internal control over financial reoog or on compliance. That report is an integratt p

of an audit performed in accordance w&bvernment Auditing Standardsconsidering Powell County
School District’s internal control over financi&porting and compliance.

/ L )
A S
( /(;\¥ K;\/‘Y /77 -
Chris Gooch

Certified Public Accountant

Hazard, Kentucky

October 13, 2014



POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT’'S DISCUSSION AND ANALYSIS

For the Year Ended June 30, 2014

As management of the Powell County School Distwet offer readers of the District's financial
statements this narrative overview and analysitheffinancial activities of the District for thes@al
year ended June 30, 2014. This information shbeldonsidered in conjunction with the accompanying
financial statements and disclosure following g@stion.

FINANCIAL HIGHLIGHTS

- The beginning cash balance, including MMA investhaatounts, fiduciary funds and fund
2 deficit balance of $183,187 was $6,505,047, fhictv $4,658,143 was committed to
construction projects. The ending cash balancdéudinig MMA investment accounts and
fiduciary funds and fund 2 deficit balance of $23%) was $3,588,533 for which $2,197,337
is committed to construction projects.

- Interest revenue totaled $4,988 for the year eraetifor the prior year the total interest
revenue was $3,175.

- Total long-term principal reductions for the fisgalar were $957,632. This includes SFCC
participation.

- For the prior fiscal year ended, total general fuadenue was $17,141,997 consisting
primarily of state program (SEEK), property, utdg and motor vehicle taxes. This total
included $3,377,919 in state on behalf paymentscluging transfers and state on behalf
payments, total general fund expenditures weredB83367.

- For the current fiscal year ended, total generabfuevenue was $17,436,348 consisting
primarily of state program (SEEK), property, utdg and motor vehicle taxes. This total
included $3,451,915 in state on behalf paymentscluging transfers and state on behalf
payments, total general fund expenditures were48D4909.

- A $5,825,606 High School Renovation/Addition, irdihg the acquisition of forty-three
acres of land for $850,000 adjacent to Districtstg property was approved by the
Kentucky Division of Facilities Management. Totaisdal year expenditures were
$2,466,348.

OVERVIEW OF FINANCIAL STATEMENTS

The discussion and analysis is intended to servandatroduction to the District's basic financial
statements. The District's basic financial statetmeomprise three components: 1) government-
wide financial statements, 2) fund financial statets, and 3) notes to the financial statementss Th
report also contains other supplementary informaiticaddition to the basic financial statements.



POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2014

Government-wide financial statements

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

The statement of net position presents informabiorall of the District’'s assets and liabilities thvi
the difference between the two reported as nettiposi Over time, increases or decreases in net

position may serve as a useful indicator of whetherfinancial position of the district is improgin
or deteriorating.

The statement of activities presents informatioawshg how the District’'s net position changed
during the most recent fiscal year. All changeséh assets are reported as soon as the underlying
event giving rise to the change occurs, regardietise timing of related cash flows. Thus, revenue

and expenses are reported in this statement foe stams that will only result in cash flows in
future fiscal periods.

The government-wide financial statements outlinecfions of the District that are principally
supported by property taxes and intergovernmeng@enues (governmental activities). The
governmental activities of the District include tmgtion, support services, operation and
maintenance of plant, student transportation angradipn of non-instructional services. Fixed
assets and related debt is also supported by &akmtergovernmental revenues.

Fund financial statements

A fund is a grouping of related accounts that isduto maintain control over resources that have
been segregated for specific activities or objestiv This is a state mandated uniform system and
chart of accounts for all Kentucky public schoostdcts utilizing the MUNIS administrative
software. The District uses fund accounting touemsaind demonstrate compliance with finance-
related legal requirements. All of the funds oé fistrict can be divided into three categories:
governmental, proprietary and fiduciary funds. U€idry funds include activity funds. Proprietary

funds include the school food service, daycaremrdchool funds. All other activities are reported
under governmental funds.

Notesto the Financial Statements

The notes provide additional information that isesgtial to a full understanding of the data
provided in the government-wide and fund finanstatements.



POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2014

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicaf a government’s financial position. As of

June 30, 2014, assets exceeded liabilities by $958.

The greatest portion of the District’'s net positi@fiects its investment in capital assets (eand|
and improvements, buildings and improvements, Vehidurniture and equipment and ongoing
construction projects, where applicable), less malgted debt used to acquire those assets that is

still outstanding.

The District uses these capd#abets to provide services to its students;

consequently, these assets are not available tiarefgpending. Although the District’'s investment
in its capital assets is reported net of relatdat,dé should be noted that the resources needed to
repay this debt must be provided from other soyrsiese the capital assets themselves cannot be

used to liquidate these liabilities.

The District’s financial position is the product séveral financial transactions including the net
results of activities, the acquisition and paymehtdebt, the acquisition and disposal of capital

assets, and the depreciation of capital assets.
Net positionsfor the yearsended June 30, 2014 and 2013

Following are comparisons of net assets:

At June 30,
2014 2013
Current assets 4,286,984 6,898,113
Noncurrent assets 17,836,948 15,471,668
Deferred outflows of resources 20,187 -
Total assets and deferred outflows of resot 22,144,119 22,369,781
Current liabilities 1,905,607 1,840,162
Noncurrent liabilities 12,907,233 13,558,673
Deferred inflows of resources 151,321 -
Total liabilities and deferred inflows of resour 14,964,161 15,398,835
Net position
Investment in capital assets (net of debt) 3,962,934 548,808
Restricted 2,778,962 5,186,673
Unreserved fund balance 438,062 1,235,465
Total net positio 7,179,958 6,970,946
Total liabilities, deferred inflows of resourcesdamet positio 22,144,119 22,369,781




POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2014

- Current assets include decreases due to constriuetigenditures of $2,466,348 at June 30,

2014

- Noncurrent assets and resources reflect $3,144n50¢d assets additions and depreciation

expense of $753,443.

- Noncurrent liabilities and resources reflect pyratireduction in long-term debt of $957,632
including SFCC on-behalf payments. Also include@014 is $151,321 unearned revenue.

- Net position reflects increases in account line@dor new construction expenditures.

Comments on budget comparisons

The following table presents a comparison of budlyeictual for the general fund for the fiscal year

ended June 30, 2014:

Revenues:
Local revenue sources
Federal and state revenue sources

Total revenues

Expenses:
Instruction
Student support services
Instructional support
District administration
School administration
Business support services
Plant operations and management
Student transportation
Debt service
Contingencies

Total expenses

Excess (deficiency) of revenue over expense

Budget 2014 Actual 2014

Variance |/(D)

2,532,180 2,599,921 67,741
13,601,54314,836,427 1,234,884
16,133,723 17,436,348 1,302,625
9,875,978 10,726,175 (850,197)
635,474 681,482 (46,008)
615,853 671,671 (55,818)
1,152,657 1,155,615 (2,958)
1,106,417 1,100,594 5,823
289,299 277,112 12,187
1,972,589 2,044,854 (72,265)
1,112,483 1,123,378 (10,895)
71,942 71,943 (1)
685,470 - 685,470
17,518,162 17,852,824 (334,662)
(1,384,439) (416,476) 1,637,287




POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2014

Variances in actual state revenue sources and dixpes are a result of on behalf payment

differences totaling $1,190,464.

- Contingencies reflected in the current year megilegory requirements.

The following table presents a comparison of gowemt wide revenue and expense for the fiscal years

ended June 30, 2014 and 2013:

Revenues:

Local revenue sources
State revenue sources
Federal revenue

Total revenues

Expenses:
Instruction
Student support services
Instructional support
District administration
School administration
Business support services
Plant operations and management
Student transportation
Food services operation
Community services operations
Interest on long-term debt

Total expenses

Excess (Deficiency) of revenue over expense

2014 2013
2,907,264 3,114,186
16,991,627 16,578,566
3,607,439 3,584,844
23,506,330 23,277,596
13,093,657 13,427,158
711,154 689,030
1,504,775 1,418,776
1,304,037 1,244,220
1,104,533 1,119,412
277,512 291,750
2,058,863 1,867,631
1,277,988 1,384,233
1,516,925 1,554,257
301,125 300,723
401,588 408,376
23,552,157 23,705,566
(45,827) (427,970)




POWELL COUNTY SCHOOL DISTRICT
STANTON, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2014

- Local revenue source decreases include the acoguritir Kentucky School Board
Insurance Trust settlement of $310,437.

- Instructional and student transportation expenegufor the government wide financial
statements include $191,900 and $118,168 in refitadeons to agree the District capital
asset schedule.

- Revenue sources include local property and utiityes, interest revenue, food service
revenue and local, state and federal grant fundiagurces.

BUDGETARY IMPLICATIONS

In Kentucky the public school fiscal year is Juhdune 30; other programs, i.e. some federal
operate on a different fiscal calendar, but aréecefd in the district overall budget. By law the
budget must have a minimum 2% contingency. Theidigrior year budget included $685,470 in
contingency (3.91%). Management has establishetves for sick leave. The District continually
monitors non-monetary factors that may have an @npa the District’s budget including new
legislation, economic changes, and shifts in pamra

Questions regarding this report should be direttethe Superintendent or the Finance Officer at
(606) 663-3300.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION

At June 30, 2014

10.

Governmental Business-type
Activities Activities Total
Assets:
- Current assets -
Cash and cash equivalents 2,606,199 415,980 3,022,179
Investments 495,117 - 495,117
Accounts receivable:
Taxes - current 83,816 - 83,816
Taxes - delinquent 13,584 - 13,584
Other 110,724 - 110,724
Intergovernmental - indirect federal 499,563 36,032 535,595
Inventories - 25,969 25,969
Total current assets 3,809,003 477,981 4,286,984
- Noncurrent assets -
Capital assets
Nondepreciable capital assets 1,220,539 - 1,220,539
Depreciable capital assets, net 16,561,443 54,966 16,616,409
Capital assets, net 17,781,982 54,966 17,836,948
Total assets 21,590,985 532,947 22,123,932
Deferred Outflows of Resources
Deferred savings from refunding bonds 20,187 - 20,187
Total deferred outflows of resourc 20,18 - 20,18"
Total assets and deferred outflows of resot 21,611,17 532,94 22,144,11
Liabilities:
- Current liabilities -
Cash deficit 332,210 - 332,210
Accounts payable 102,624 396 103,020
Current portion of bond/lease obligations 085,22 - 984,245
Current portion - KSBIT obligation 98,946 - 98,946
Interest payable 387,186 - 387,186
Total current liabilitie 1,905,211 396 1,905,607
- Noncurrent liabilities -
Accrued sick leave payable 172,972 - 172,972
Long-term portion of KSBIT obligation 211,491 - 211,491
Noncurrent portion of long-term debt 12,522,770 - 12,522,770
Total noncurrent liabilitie 12,907,233 - 12,907,233
Total liabilities 14,812,444 396 14,812,840
Deferred | nflows of Resources
Unearned revenues - governmental sot 151,32: - 151,32:
Total deferred outflows of resourc 151,32: - 151,32:
Net position:
Invested in capital assets, net of related debt ,9073968 54,966 3,962,934
Restricted for:
Capital projects 2,198,084 - 2,198,084
Other 103,293 477,585 580,878
Unrestricted 438,062 - 438,062
Total net positio 6,647,407 532,551 7,179,958
Total liabilities, deferred inflows of
resources and net position 21,611,17 532,94" 22,144,111

See notes to financial statements.




11.
POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2014

Program Revenues

Charges
for
Expenses Services

Operating
Grants &

Capital
Grants &

Contributions Contributions

FUNCTI ONS/PROGRAMS:
- Governmental Activities -

Instruction 13,093,657 - 4,517,834
Support services:
Student 711,154 - 180,939
Instructional staff 1,504,775 - 981,994
District administration 1,304,037 - 287,664
School administration 1,104,533 - 222,526
Business support 277,512 - 41,697
Plant operation & management 2,058,863 - 95,203
Student transportation 1,277,988 - 222,292
Community services operations 301,125 - 300,076
Interest on long-term debt 401,588 - - -
Total governmental activities 22,035,232 - 6,850,225 -
- Business-type Activities -
Food service 1,516,925 285,234 1,270,906 -
Total business-type activities 1,516,925 285,234 1,270,906 -
Total primary government 23,552,157 285,234 8,121,131 -

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES (continued)

For the Year Ended June 30, 2014

12.

Net (Expense) Revenue and Changes in Net Position

Governmental
Activities

(8,575,823)

(530,215)
(522,781)
(1,016,373)
(882,007)
(235,815)
(1,963,660)
(1,055,696)
(1,049)
(401,588)

(15,185,007)

(15,185,007)

General revenues:

Taxes 2,757,874
Investment earnings 4,971
State and formula grants 12,477,935
Miscellaneous 170,930
Loss on KSBIT settlement (310,437)
Total general revenues 15,101,273
Change in net position (83,734)
Net position - beginning (restated) 6,731,141
Net position - ending 6,647,407

See notes to financial statements.

Business-

Type
Activities

39,215
39,215

39,215

17

(1,325)

(1,308)

37,907

494,644

532,551

Total

(8,575,823)

(530,215)
(522,781)
(1,016,373)
(882,007)
(235,815)
(1,963,660)
(1,055,696)
(1,049)

(401,588)

(15,185,007)

39,215
39,215

(15,145,792)

2,757,874
4,988

12,477,935
169,605

(310,437)

15,099,965

(45,827)

7,225,785

7,179,958



POWELL COUNTY SCHOOL DISTRICT

BALANCE SHEET — GOVERNMENTAL FUNDS

Assets:
Cash and cash equivalents

Investments
Accounts receivabl

Taxes - current

Taxes - delinquent

Other

Intergovernmental - indirect federal

Total assets and resources

Liabilities:
Cash deficit
Accounts payable

Total liabilities

Deferred | nflows of Resour ces:

At June 30, 2014

13.

Unearned revenues - governmental sources -151,321

Total deferred inflows of resources

Fund Balance:
Restricted - sick leave
Assigned - site based carryforward

Restricted for future construction/outlay

Unassigned fund balance

Total fund balance

Total liabilties, deferred inflows c
resources and fund balance

See notes to financial statements.

Other Total
General Special Construction Gov't Gov't

Fund Revenue Fund Funds Funds
401,573 - 2,197,337 7,289 2,606,199
495,117 - - - 495,117
83,816 - - - 83,816
13,584 - - - 13,584
110,724 - - - 110,724
14,706 484,857 - - 499,563
1,119,520 484,857 2,197,337 7,289 3,809,003
- 332,210 - - 332,210
94,756 1,326 6,542 - 102,624
94,756 333,536 6,542 - 434,834
- - 151,321
- 151,321 - - 151,321
66,115 - - - 66,115
37,178 - - - 37,178
- - 2,190,795 7,289 2,198,084
921,471 - - - 921,471
1,024,764 - 2,190,795 7,289 3,222,848
1,119,520 484,857 2,197,337 7,289 3,809,003




14.
POWELL COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE BALANCE SHEET —
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

At June 30, 2014

Total fund balance per fund financial statements 3,222,848

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

Capital assets are not reported in this funarfaial
statement because they are not current finlincia
resources, but are reported in the statement

of net position. 17,781,982

Deferred outflows on refunded debt are repariegbvernment wide
financial statements but not in fund finanesi@tements. 20,187
Long-term sick leave payable is not recognizethe fund
financial statements. (172,972)
Certain liabilities (such as bonds payablenuens

and discounts on bonds and accrued intenest) a
not reported in this fund financial statemeetause
they are not due and payable, but are predémte

the statement of net position. (14,204,638)

Net position for governmental activities 6,647,407

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE — GOVERNMENTAL FUNDS

For the Year Ended June 30, 2014

Revenues:
From local sources:

Taxes

Earnings on investments

Other local revenue
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:
Instructional
Student support services
Staff support services
District administration
School administration
Business support
Plant operations and management
Student transportation
Community service activities
Building improvements
Debt service:

Principal

Interest

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess (deficit) of revenue and other financing
sources over expenditures/other financing uses

Fund balance - July 1, 2013

Fund balance - June 30, 2014

See notes to financial statements.

15.

General Special Construction Other Total
Fund Revenue Fund Gov't Funds Gov't Funds
2,499,876 - - 257,998 2,757,874

4,969 2 - - 4,971
95,076 75,854 - - 170,930
14,692,984 952,046 - 1,166,571 16,811,601
143,443 2,373,116 - - 2,516,559
17,436,348 3,401,018 - 1,424,569 22,261,935
10,726,175 1,994,560 - - 12,720,735
681,482 29,505 - - 710,987
671,671 831,706 - - 1,503,377
1,155,615 146,498 - - 1,302,113
1,100,594 3,551 - - 1,104,145
277,112 - - - 277,112
2,044,854 - - - 2,044,854
1,123,378 129,516 - - 1,252,894
- 300,076 - - 300,076
- - 2,466,348 - 2,466,348
66,418 - - 891,214 957,632
5,525 - - 401,531 407,056
17,852,824 3,435,412 2,466,348 1,292,745 25,047,329
@), (34,394) (2,466,348) 131,824 (2,785,394)
125,536 34,394 - 869,172 1,029,102
(34,394) - - (994,708) (1,029,102)
91,142 34,394 - (125,536) -
8325, - (2,466,348) 6,288 (2,785,394)
1,350,098 - 4,657,143 1,001 6,008,242
1,024,764 - 2,190,795 7,289 3,222,848




16.
POWELL 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 June 30, 2014

Net change in total fund balances per fund findrst&ements (2,785,394)

Amounts reported for governmental activities in stetement of activitie
differences

Governmental funds report capital outlays as exiperes. However, in th

statement of activities, the cost of those assetalibcated over their

estimated useful lives as deprecation exp:
Captial outlays reported in fund financialtstaent 2,776,411
Depreciation recorded in government wide foanstatemen (753,443

Other long term debt, i.e, related to extraordirewents is recognized
currently in the government wide financial statetaen (310,437)

Interest expense on long-term debt is recognizékariund financia
statements when paid and accrued in the governwidatfinancial
statements of activitie 19,369

Accrued sick leave is reccognized when incurretthénfund financial statements. 26,025

Amortization expense on refunded debt is not reizaghin the func
financial statement (13,902)

Bond principal payments are recognized as expamdiioi current tinancie
resources in the fund financial statements butedactions of liabilities in
the statement of net assets. 957,632

Change in net position of governmental activities (83,734)

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION — PROPRIETARY FUND

At June 30, 2014

Food Service

Fund
Assets:
- Current Assets -
Cash and cash equivalents 415,980
Accounts receivable:
Intergovernmental - indirect federal 36,032
Inventories 25,969
Total current assets 477,981
- Noncurrent Assets -
Depreciable capital assets 535,300
Less: accumulated depreciation (480,334)
Total noncurrent assets 54,966
Total assets 532,947
Liabilities:
- Current Liabilities -
Accounts payable 396
Total current liabilities 396
Net position:
Investments in capital assets 54,966
Nonspendable inventories 25,969
Restricted net assets 451,616
Total net position 532,551
Total liabilities and net position 532,947

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION — PROPRIETARY FUND

For the Year Ended June 30, 2014

Food service

Fund
Operating revenues:
Lunchroom sales 285,234
Federal grants 1,090,880
State grants 106,704
Donated commodities 73,322
Total operating revenues 1,556,140
Operating expense:
Salaries and wages 588,518
Contract services 28,311
Materials and supplies 872,353
Depreciation 24,455
Other operating expenses 3,288
Total operating expenses 1,516,925
Operating income (loss) 39,215
Nonoper ating Revenue/(Expense):
Interest income 17
Loss on Asset Disposal (1,325)
Total nonoperating revenue/(expense) (1,308)
Change in net position 37,907
Net position, July 1, 2013 494,644
Net position, June 30, 2014 532,551

See notes to financial statements.
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POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF CASH FLOWS — PROPRIETARY FUND

For the Year Ended June 30, 2014

Food service

Fund
Cash flowsfrom operating activities:
Cash received from:
Lunchroom sales 285,234
Federal and state grants 1,141,985
Cash paid to/for:
Employees (496,785)
Supplies/Contractual (823,660)
Other activities (3,288)
Net cash provided (used) by operating activities 103,486
Cash flowsfrom capital and related
financing activities:
Disposal of fixed assets -
Cash flowsfrom investing activities:

Interest income 17
Cash flows from financing activities: -
Net increase (decrease) in cash 103,503
Cash, beginning of year 312,477
Cash, end of year 415,980
Reconciliation of operating income (I0ss)

to net cash provided (used) by operations:
Operating income (loss) 39,215
Adjustments to reconcile operating income to
cash provided (used) by operating activities:
Depreciation 24,455
Changes in current assets/liabilities:
Accounts receivable 36,134
Inventory 3,485
Accounts payable 197
Net cash provided (used) by operating activities 103,486

Note — Non-cash transactions include State on-bphgiments of $91,733, donated commodities of

$73,322 and loss on disposal of equipment, $1,325.

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION - FIDUCIARY FUNDS

At June 30, 2014

20.

Activity Scholarship
Funds Fund Total
Assets:
Cash and cash equivalents 221,588 181,859 403,447
Total assets 221,588 181,859 403,447
Liabilities:
Accounts payable 1,502 - 1,502
Due to individual student activity account funds 8B - 220,086
Total liabilities 221,588 - 221,588
Net Position:
Permanently restricted - 167,803 167,803
Restricted - other spendable - 14,056 14,056
Total net position - 181,859 181,859
Total liabilities and net position 221,588 181,859 403,447

See notes to financial statements.



POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the Year Ended June 30, 2014

Additions:
Interest income
Contributions/Donations

Total Additions

Deductions:
Scholarship payments

Change in net position
Net position, beginning of year

Net position, end of year

See notes to financial statements.

Scholarship
Fund

2,265

3,026

5,291

6,000

(709)

182,568

181,859

21.
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES

The Powell County Board of Education (Board), & flaember group, is the level of government which
has oversight responsibilities over all activitiedated to public elementary and secondary school
education within the jurisdiction of Powell Coun8chool District (District). The Board receives

funding from local, state and federal governmenirees and must comply with the commitment
requirements of these funding sources entities.wever, the Board is not included in any other
governmental “reporting entity” as defined in Sexnt2100, Codification of Governmental Accounting

and Financial Reporting Standards as Board memdrerselected by the public and have decision
making authority, the power to designate managenteatresponsibility to develop policies which may

influence, operations and primary accountabilityffscal matters.

The Board, for financial purposes, includes altraf funds and account groups relevant to the dparat
of the Powell County Board of Education. The figah statements presented herein do not include
funds of groups and organizations, which althougkoeiated with the school system, have not
originated within the Board itself such as Band &ecs, Parent-Teacher Associations, etc.

The financial statements of the Board include thofseeparately administered organizations that are
controlled by or dependent on the Board. Contralependence is determined on the basis of budget
adoption, funding and appointment or the respegoxerning board.

Based on the foregoing criteria, the financialestegnts of the following organization are includedhe
accompanying financial statements:

Powell County School District Finance CorporationThe Powell County, Kentucky, Board of
Education resolved to authorize the establishménthe Powell County School District Finance
Corporation (a non-profit, non-stock, public andagtable corporation organized under the School
Bond Act and KRS 273 and KRS Section 58.180) aagamcy of the Board for financing the costs of
school building facilities. The Board Members lo¢ tPowell County Board of Education also comprise
the Corporations’ Board of Directors.

Basis of Presentation

Government-wide Financial Statements — The statewfenet position and the statement of activities
display information about the District as a wholhese statements include the financial activifethe
primary government, except for fiduciary funds. eT$tatements distinguish between those activifies o
the District that are governmental and those ttetansidered business-type activities.
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Presentation (continued)

The government-wide statements are prepared usegdonomic resources measurement focus. This
is the same approach used in the preparation gfrtdietary fund financial statements but diffemsn

the manner in which governmental fund financiatesteents are prepared. Governmental fund financial
statements therefore include reconciliation witiefoexplanations to better identify the relatioqshi
between the government-wide statements and therstats for governmental funds.

The government-wide statement of activities presemtcomparison between direct expenses and
program revenues for each segment of the busigpesaktivities of the District and for each funatio

or program of the District's governmental acti\dtie Direct expenses are those that are specifically
associated with a service, program or departmeditane therefore clearly identifiable to a particula
function. Program revenues include charges paithéyecipient of the goods or services offeredhiay
program and grants and contributions that are icestr to meeting the operational or capital
requirements of a particular program. Revenue$ d@na not classified as program revenues are
presented as general revenues of the District, edthain limited exceptions. The comparison oédir
expenses with program revenues identifies the extewhich each business segment or governmental
function is self-financing or draws from the geneeaxenues of the District.

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

The accounting and reporting treatment applied fiand is determined by its measurement focus. All
governmental fund types are accounted for usingpw 6f current financial resources measurement
focus. The financial statements for governmenialls are a balance sheet, which generally includes
only current assets and current liabilities, arstiedement of revenues, expenditures and chandasdn
balances, which reports on the changes in net &sisdts. Proprietary funds and fiduciary funds are
reported using the economic resources measurernens.f The statement of cash flows provides
information about how the District finances and tadbe cash flow needs of its proprietary actisitie
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING

POLICIES (continued)

Basis of Presentation (continued)

The District has the following funds:

(A)

(B)

(©

(D)

Governmental Fund Types

The General Fund is the primary operating funchefDistrict. It accounts for financial

resources used for general types of operationds i§ha budgeted fund, and any fund
balances are considered as resources availablastor This is a major fund of the
District.

The Special Revenue Grant Funds account for preceédspecific revenue sources
(other than expendable trusts or major capital qoig) that are legally restricted to
disbursements for specified purposes. It inclufieteral financial programs where
unused balances are returned to the grantor atltise of specified project periods as
well as the state grant programs. Project accogiigiemployed to maintain integrity for
the various sources of funds. The separate psofctederally-funded grant programs
are identified in the Schedule of Expenditures efiéral Awards included in this report.
This is a major fund of the District.

Capital Project Funds are used to account for Gishresources to be used for the
acquisition or construction of major capital faws and equipment (other than those
financed by Proprietary Funds).

1. The Support Education Excellence in Kentucky (SEEFgpital Outlay
Fund receives those funds designated by the stat@apital Outlay Funds
and is restricted for use in financing projectsniffeed in the District’'s
facility plan.

2. The Facility Support Program of Kentucky Fund acteufor funds
generated by the building tax levy required to ipgrate in the School
Facilities Construction Commission’s constructionnding and state
matching funds, where applicable. Funds may bed uge projects
identified in the District’s facility plan.

3. The Construction Fund accounts for proceeds frdessa bonds and other
revenues to be used for authorized constructidms i€ a major fund of the
District.

The Debt Service Fund is used to account ferabcumulation of resources for, and the
payment of, general long-term debt principal anérist and related cost; and, for the
payment of interest on general obligation notesapkey as required by Kentucky Law.
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Presentation (continued)

Il. Proprietary Funds (Enterprise Funds)

The School Food Service Fund is used to accountsétwool food service activities,
including the National School Lunch Program, whigttonducted in cooperation with the
U.S. Department of Agriculture (USDA). No amoutidve been recorded for in-kind
contribution of commodities from the USDA. The 8ohFood Service Fund is a major
fund.

Il. Fiduciary Fund Types (includes agency and trusi$yn

The Activity Fund accounts for activities of stutlgmoups and other types of activities
requiring clearing accounts. These funds are attedufor in accordance with Accounting
Procedures for Kentucky School Activity Funds.

The Herbert and Hattie Profitt scholarship fund igermanent type endowment fund. The
interest earned is used for scholarships to Pddaiinty High School students.

Basis of Accounting

Basis of accounting determines when transactiomsemorded in the financial records and reported on
the financial statements. Government-wide findrati@ements are prepared using the accrual bisis o
accounting. Governmental funds use the modifiecruad basis of accounting. Proprietary and
fiduciary funds also use the accrual basis of auting.

Revenues — Exchange and Non-exchange TransactioriRevenues resulting from exchange
transactions, in which each party receives esdlgngéiqual value, is recorded on the accrual basisrw
the exchange takes place. On a modified accrisi @venues are recorded in the fiscal year ialwh
the resources are measurable and available. Alailaeans that the resources will be collectedimwith
the current fiscal year or are expected to be ci@tesoon enough thereafter to be used to payitiebi
of the current fiscal year. For the District, dahie means expected to be received within sixis dd
the fiscal year-end.

Nonexchange transactions, in which the Districeiees value without directly giving equal value in
return, include property taxes, grants, entitlermemid donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal yearvitich the taxes are levied. Revenue from grants,
entittements and donations is recognized in theafigear in which all eligibility requirements have
been satisfied. Eligibility requirements includiming requirements, which specify the year when the
resource are required to be used or the fiscalwhan use is first permitted, matching requirements
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Accounting (continued)

in which the District must provide local resourteshe used for a specified purpose, and expenditure
requirements, in which the resources are providethé District on a reimbursement basis. On a
modified accrual basis, revenues from nonexcharagesactions must also be available before it can be
recognized.

Deferred Inflows of Resources and Deferred OutflofvResources — A deferred inflow of resources is
an acquisition of net position by the District tletapplicable to a future reporting period. Aateéd
outflow of resources is a consumption of net positby the District that is applicable to a future
reporting period. On governmental fund financitements, receivables that will not be collected
within the available period have been reportededsrced inflows of resources. On the accrual bafsis
accounting, unamortized deferred charges on ddbnhding is reported as a deferred outflow of
resources.

Expenses/Expenditures — On the accrual basis @uatiog, expenses are recognized at the time they
are incurred. The fair value of donated commoslitised during the year is reported in the statewfent
revenues, expenses, and change in net assetseapamse with a like amount reported as donated
commodities revenue. Unused donated commoditesemorted as deferred inflows.

The measurement focus of governmental fund acamynsi on decreases in net financial resources
(expenditures) rather than expenses. Expendiaregenerally recognized in the accounting peniod i
which the related fund liability is incurred, if murable. Allocations of cost, such as depreciatoe

not recognized in governmental funds.

Property Taxes

Property Tax Revenues — Property taxes are leweld 8eptember on the assessed value listed as of th
prior January 1, for all real and personal propertthe county. The billings are considered duerup
receipt by the taxpayer; however, the actual dateased on a period ending 30 days after the thx bi
mailing. Property taxes collected are recordeceasnues in the fiscal year for which they wereddyv

All taxes collected are initially deposited intetBeneral Fund and then transferred to the appitepri
fund.

The property tax rates assessed for the year ehawdl30, 2014, to finance the General Fund opesatio
were $.378 per $100 valuation for real propert$78.per $100 valuation for business personal ptgper
and $.502 per $100 valuation for motor vehicles.

The District levies a utility gross receipts licertax in the amount of 3% of the gross receipté/edr
from the furnishings, within the county, of telepim and telegraphic communications services,
cablevision services, electric power, water, artdnad artificial and mixed gas.
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Capital Assets

General capital assets are those assets not spiyifielated to activities reported in the profarg
funds. These assets generally result from expaneditin the governmental funds. These assets are
reported in the governmental activities columnhd government-wide statement of net assets but are
not reported in the fund financial statements. itahmssets utilized by the proprietary funds are
reported both in the business-type activities colwwhthe government-wide statement of net assets an
in the respective funds.

All capital assets are capitalized at cost (ornestied historical cost) and updated for additiond an
retirements during the year. Donated fixed assetsecorded at their fair market values as ofdtite
received. The District capitalization thresholdigies are five thousand dollars for equipmentniure
and fixtures. The District does not possess afrastructure. Improvements are capitalized; th& c
of normal maintenance and repairs that do not adlde value of the asset or materially extend artas
life are not.

All reported capital assets are depreciated. Inmrents are depreciated over the remaining useful

lives of the related capital assets. Depreciatitonomputed using the straight-line method over the
following useful lives for both general capital efssand proprietary fund assets:

Governmental Activities

Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service equipment 10-12 years
Furniture and fixtures 7 years

Interfund Balances

On fund financial statements, receivables and pagatesulting from short-term interfund loans are
classified as “interfund receivables/payables”.e§& amounts are eliminated in the governmental and
business-type activities columns of the statemehteet assets, except for the net residual amalurgs
between governmental and business-type activitibgh are presented as internal balances.
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Accumulated Unpaid Sick Leave Benefits

Upon retirement from the school system, an emplayilegeceive from the District an amount equal to
30% of the value of accumulated sick leave.

Sick leave benefits are accrued as a liability gighre termination payment method. An accrual for
earned sick leave is made to the extent that jrabable that the benefits will result in termioati
payments. The liability is based on the Schooltriiss past five years’ experience of making
termination payments.

Compensated absence liabilities are recorded basdxhlances for classified and certified employees
with twenty-seven or more years of experience aé B0, 2014.

The District has set aside a board approved resethe amount of $66,115 for accumulated sickdéeav

Budgetary Process

Budgetary Basis of Accounting: The District's betlyy process accounts for certain transactiors on
basis other than Generally Accepted Accountingdisias (GAAP). The major differences between the
budgetary basis and the GAAP basis are:

Revenues are recorded when received in cash (largpets opposed to when susceptible to accrual
(GAAP).

Expenditures are recorded when paid in cash (badgeas opposed to when susceptible to accrual
(GAAP).

Cash and Cash Equivalents

The District considers demand deposits, money nhdukels, and other investments with and original
maturity of 90 days or less, to be cash equivalents

Inventories
Supplies and materials are charged to expenditunes purchased.

Accrued Liabilities and Long-Term Obligations

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

In general, payables and accrued liabilities thith& paid from governmental funds are reportedtan
governmental fund financial statements regardidssvlether they will be liquidated with current
resources. However, claims and judgments, éneurrent portion of capital leases, accumulate si
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POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

leave, contractually required pension contributiansl special termination benefits that will be paid

from governmental funds are reported as a liabitityhe fund financial statements only to the ekten

that they will be paid with current, expendableaitable financial resources. In general, payments
made within sixty days after year-end are constlénsehave been made with current available findncia
resources. Bonds and other long-term obligatibas will be paid from governmental funds are not

recognized as a liability in the fund financialtetaents until due.

Net Position

GASB 63, implemented for the previous fiscal ydaas changed the presentation of the District's
financial statements to incorporate the conceptsetfposition, deferred outflows of resources and
deferred inflows of resources. Net position repnés the difference between assets and deferred
outflows and liabilities and deferred inflows. Timet position component “investment in capital &sse
consists of capital assets, net of accumulatededegiion, reduced by the outstanding balances pf an
borrowing used for acquisition, construction or ryement of those assets. Deferred outflows of
resources and deferred inflows of resources thata#tributable to the acquisition, construction or
improvement of those assets or related debt algolgloe included in this component of net position.
Net position is reported as restricted when theeelimitations on its use either through the emapl
legislation adopted by the District or through eméé restrictions imposed by the creditors, grastar
laws or regulations of other governments.

Operating Revenues and Expenses

Operating revenues are those revenues that areagethalirectly from the primary activity of the
proprietary funds. For the School District, thoseenues are primarily charges for meals provided b
the various schools.

Interfund Activity

Exchange transactions between funds are reportedeasnues in the seller funds and as
expenditures/expenses in the purchaser funds. srédéwash or goods from one fund to another without
a requirement for repayment are reported as imdrftansfers. Interfund transfers are reporteotlasr
financing sources/uses in governmental funds atet abnoperating revenues/expenses in proprietary
funds. Repayments from funds responsible for @adr expenditures/expenses to the funds that
initially paid for them are not presented on thmaficial statements.

Recently Issued Accounting Pronouncements

GASB Statement No. 6d,echnical Corrections-2012; an Amendment of GASB Statements No. 10
and No. 62, effective for periods beginning aftexcBmber 15, 2012, resolves conflicting accounting
and reporting guidance that could diminish conststimancial reporting and enhance the usefulnéss o
financial reports. The District implemented thewnesquirements for the fiscal year 2013-2014
financial statements.

The District implemented GASB Statement 65 whictalgigshes accounting and financial reporting
standards that reclassify certain assets and itiabilas deferred outflows of resources or deferred
inflows of resources, provides changes in the détetion of the major fund calculations and limitin
the use of “deferred” in financial statement preéagons.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Recently Issued Accounting Pronouncements (continue

GASB Statement No. 6&ccounting and Financial Reporting for Pensiehanamendmenbf GASB
Statement 27 improves accounting and financialnteygpby state and local governments for pensions.
It also improves information provided by state dondal governmental employers about financial
support for pensions that is provided by othertiesti This Statement results from a comprehensive
review of the effectiveness of existing standaridscgounting and financial reporting for pensiorigw
regard to providing decision-useful informationpparting assessments of accountability and inter-
period equity, and creating additional transparencyhis Statement is effective for fiscal years
beginning after June 15, 2014. Management is ctlyrevaluating the impact of the adoption of this
statement on the District’s financial statementdditure reporting periods.

NOTE B —ESTIMATES

The preparation of financial statements in conftymiith accounting principles generally accepted in
the United States of America requires the Dissiotanagement to make estimates and assumptions that
affect reported amounts of assets, liabilities,dfiralances, and disclosure of contingent assets and
liabilities at the date of the basic financial stagnts, and the reported amounts of revenues and
expenditures during the reporting period. Acteslults could differ from those estimates.

NOTE C —CASH AND CASH EQUIVALENTS

At year-end, the bank balance of the District’'shcasd cash equivalents was $5,067,902 and the book
balance was $3,588,533. Cash equivalents are tengsorarily invested in securities with a maturity
of 90 days or less.

Custodial credit risk is the risk that in eventbaink failure the deposits may not be returned air ttie
District may not recover collateral securities. eThistrict requires deposits to be secured by t=yHd
valued at market or par, whichever is lower, ldss amount of the Federal Deposit Insurance
Corporation insurance (FDIC). At June 30, 2014Diwrict's cash and cash equivalents were insured
by FDIC in the amount of $250,000 for all accounfBhe balance of cash was collateralized with
securities held in the financial institution’s naamed pledged to the District. Interest rate riskhie risk
that changes in interest rates will adversely &fflee fair value of an investment. Investments tiet
longer periods are subject to increased risk obexlvinterest rate changes. The District doesetain
any long-term investments. Concentrations of tnésk are the risk of loss attributed to the magphe

of the District’s investments in a single issuédl of the organization’s cash is held at a lodakhcial
institution. Foreign currency risk is the riskaffanges in exchange rates affecting foreign invesstsn
The District does not hold any foreign investments.

The funds of the District are deposited and invksieder the terms of a contract, contents of whieh
set out in the bond of depositors for public scHaobls. The depository bank places approved pkedge
securities for safekeeping and trust with the Risf agent bank in an amount sufficient to protect
District funds on a day-to-day basis during thaqueof the contract. The pledge of approved sé&esri

is waived only to the extent of the depository Bantollar amount of Federal Deposit Insurance
Corporation (“FDIC") insurance.



POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE C — CASH AND CASH EQUIVALENTS (continued)

Cash and cash equivalents at June 30, 2014 cahsistiee following:

Bank
Balance
Whitaker Bank:

General Checking Account 4,158,569
Revolving Fund 496
MMDA Account 245,117
Certificate of Deposit 250,000
Investment - Trust Agency Fund 167,803
Bowen Elementary Activity 29,089
Clay City Elementary Activity 22,789
Powell County High School Activity 112,180
Powell County Middle School Activity 61,808
Stanton Elementary Activity 20,051

Total 5,067,902

NOTE D — LEASE OBLIGATIONS AND BONDED DEBT

The original amount of each issue, the issue daldrdaerest rates are summarized as
Original
Issue Date Proceeds Rates
Refunding Issue 2002 2,465,000 2.50% - 3.90%
August 2006 3,290,000 3.65% - 4.20%
2nd Series of 2008 1,275,000 3.35% - 4.40%
KISTA 2008 Series 601,776 2.40% - 4.00%
KISTA 2009 R 75,416 1.00% - 3.30%
Refunding Issue 2010 4,050,000 1.50% - 3.00%

Revenue Series 2013 5,545,000 1.50% - 3.00%

31.

Book

Balance

2,704,025
245,117
250,000
167,803

25,007
18,320
103,426
58,933

15,902

3,588,533

follows:
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NOTE D — LEASE OBLIGATIONS AND BONDED DEBT (contirad)

The District, through the General Fund (includiriiljty taxes and the Support Education Excellence i
Kentucky (SEEK) Capital Outlay Fund) is obligatednhake lease payments in amounts sufficient to
satisfy debt service requirements on bonds issyethd Powell County Fiscal Court and the School
District Finance Corporation to construct schodlilides. The District has an option to purchake t
property under lease at any time by retiring thedsathen outstanding.

The proceeds from certain refunding issues have pkeed in escrow accounts to be used to service
the related debt.

The District entered into “participation agreeménigth the School Facility Construction Commission.
The Commission was created by the Kentucky Gernfesabmbly for the purpose of assisting local
school districts in meeting school constructiondseeThe table below sets forth the amount to lie pa
by the District and the Commission for each yedil amaturity of all bond issues.

The bonds may be called prior to maturity and rgutean premiums are specified in each issue.
Assuming no bonds are called prior to scheduledurityt the minimum obligations of the District,
including amounts to be paid by the CommissionJuate 30, 2014, for debt service (principal and
interest) are as follows:

Powell County School Kentucky School Facilities

District Construction Commission

Year Principal Interest Principal Interest Total
2014 - 15 693,357 254,544 290,888 132,642 1,371,431
2015-16 708,028 233,544 297,069 126,532 1,365,173
2016 - 17 719,198 211,707 293,548 120,402 1,344,855
2017 - 18 644,630 193,283 299,722 114,233 1,251,868
2018 - 19 606,587 176,069 306,294 107,690 1,196,640
2019-24 2,691,306 616,813 1,491,388 411,339 5,210,846
2024 - 29 1,785,297 245,851 1,229,703 210,850 3,471,701
2029 - 33 638,874 48,271 811,126 61,679 1,559,950

Totals 8,487,277 1,980,082 5,019,738 1,285,367 16,772,464
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June 30, 2014

NOTE D — LEASE OBLIGATIONS AND BONDED DEBT (contirad)

Following are changes in long-term debt:

33.

Balance Balance Current
July 1, 2013  Additions Reductions June 30, 2014 Portion
2002 Refunding Series 1,195,000 - (285,000) 910,000 295,000
2006 Series 2,865,000 - (80,000) 2,785,000 85,000
2008 2nd Series 1,145,000 - (35,000) 1,110,000 35,000
2008 KISTA 299,097 - (60,894) 238,203 62,685
2009 KISTAR 50,550 - (6,738) 43,812 6,560
2010 Refunding Series 3,365,000 - (340,000) 3,025,000 350,000
2013 Revenue Series 5,545,000 - (150,000) 5,395,000 150,000
Total 14,464,647 - (957,632) 13,507,015 984,245
NOTE E — CAPITAL ASSETS
Capital asset activity for the fiscal year endedel80, 2014 was as follows:
Balance Balance
July 1, 2013 Additions Deductions  June 30, 2014

Governmental Activities

1,220,539
1,067,294
23,648,786
655,209
2,513,073
827,462
3,201,127

Land 1,220,539 -
Land improvements 1,067,294 -
Buildings and improvements 23,648,786 -
Technology equipment 468,753 186,456
Vehicles 2,394,905 118,168
General equipment 822,018 5,444
Construction work in progress 366,691 2,834,436
Totals at historical cost 29,988,986 3,144,504

33,133,490
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NOTE E — CAPITAL ASSETS (continued)

Balance Balance
July 1, 2013 Additions Deductions  June 30, 2014

Governmental Activities

Less: accumulated depreciation

Land improvements 1,005,830 15,245 - 1,021,075

Buildings and improvements 10,772,424 546,070 - 11,318,494

Technology equipment 428,583 18,341 - 446,924

Vehicles 1,769,161 142,963 - 1,912,124

General equipment 622,067 30,824 - 652,891
Total accumulated depreciation 14,598,065 753,443 - 15,351,508

Governmental Activities
Capital Assets - Net 15,390,921 2,391,061 - 17,781,982

Business-Type Activities

Food service equipment 528,946 - 2,446 526,500
Vehicles 8,800 - - 8,800
Totals at historical cost 537,746 - 2,446 535,300
Less: accumulated depreciation
Food service and equipment 451,572 22,695 1,120 473,147
Vehicles 5,427 1,760 - 7,187
Total accumulated depreciation 456,999 24,455 1,120 480,334
Business-Type Activities
Capital Assets - Net 80,747 (24,455) 1,326 54,966
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NOTE E — CAPITAL ASSETS (continued)

Depreciation expense was allocated to governméniations as follows:

Instructional 590,846
Student support service 167
Instructional staff support 1,398
District administration 1,924
School administration 388
Business support 400
Plant operations and maintenance 14,009
Student transportation 143,262
Community services 1,049

Total deprecation expense -
Government functions 753,443

NOTE F —COMMITMENTS UNDER NONCAPITALIZED LEASES

Commitments under operating lease agreements mavy the District for equipment provide the
minimum future rental payments as of June 30, 2844ollows:

2014 - 15 35,598
2015-16 24,792
2016 - 17 20,036
2017 -18 4,265
2018 -19 3,470

and thereafter -

Total 88,161

NOTE G — RETIREMENT PLANS

Kentucky Teachers Retirement System:

Pension Plan

Plan Description— The Powell County School District contributeshe Teachers’ Retirement System

of Kentucky (KTRS), a cost-sharing, multiple emmoydefined benefit pension plan. KTRS

administers retirement and disability annuitiesd afeath and survivor benefits to employees and
beneficiaries of employees of the public schooltays and other public educational agencies in
Kentucky. KTRS requires that members of KTRS occappgosition requiring either a four (4) year

college degree or certification by KY Departmentemfucation (KDE). Job classifications that permit
experience to substitute for either of these reguénts do not participate in KTRS.



36.
POWELL COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2014

NOTE G — RETIREMENT PLANS (continued)

KTRS was created by the 1938 General Assembly sagdverned by Chapter 161 Section 220 through
Chapter 161 Section 990 of the Kentucky Revisetu&is (KRS). KTRS issues a publicly available
financial report that includes financial statemeatsl required supplementary information for the
defined benefit pension plan. That report canltitained by writing to Kentucky Teachers’ Retirement
System, 479 Versailles Road, Frankfort, Kentucky6QI0 or from the KTRS web site at
www.ktrs.ky.gov/.

Funding Policy— Contribution rates are established by KRS. Memkare required to contribute
11.355% of their salaries to KTRS. The CommonviealtKentucky is required to contribute 13.105%
of salaries for members before July 1, 2008 and(B% of salaries for members after July 1, 2008.
The federal program for any salaries paid by thagmm pays the matching contribution of 14.105%.

Medical Insurance Plan

Plan Description— In addition to the pension benefits describedvabp Kentucky Revised Statute

161.675 requires KTRS to provide post-retiremenaltheare benefits to eligible members and
dependents. The KTRS Medical insurance benefigsdest-sharing multiple employer defined benefit
plan. Changes made to the medical plan may be imadlee KTRS Board of Trustees, the Kentucky
Department of Employee insurance and the Genes#bly.

To be eligible for medical benefits, the member tthas/e retired either for service or disability.€Th
KTRS Medical Insurance Fund offers coverage to nembinder the age of 65 through the Kentucky
Employees Health Plan administered by the Kentigartment of Employee Insurance. Once retired
members and eligible spouses attain age 65 ankledeare eligible, coverage is obtained through the
KTRS Medicare Eligible Health Plan.

Funding Policy — In order to fund the post-emplowntrigealthcare benefit, active member contributions
are matched by the state at .75% of members’ gadasies. Member contributions are 2.25% of salary
Also, the premiums collected from retirees as deedrin the plan description and investment interes
help meet the medical expenses of the plan. Adaditly, under the Shared Responsibility Plan, the
local school district employers pay 1.5% of membsatary for the 2013-2014 fiscal year.

The Powell County School District's total payrotirfthe year was $13,138,168. The payroll for
employees covered under KTRS was $9,976,929. FRer ytear ended June 30, 2014, the
Commonwealth contributed $1,171,905 to KTRS for thenefit of the District's participating
employees. The District has recognized $1,172#&l8n-behalf payments in its financial statements.
The School District’'s contributions to KTRS for thiear ending June 30, 2014 were $162,895, which
represents those employees covered by federalgmsgr
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NOTE G — RETIREMENT PLANS (continued)

Substantially all other employees (classified pens) are covered under the County Employee’s
Retirement System (CERS), a cost sharing, multéph@loyer, public employers retirement system.
Funding for the plan is provided through payrolthkioldings of 5.00% except for new hires on orrafte

September 1, 2008 with payroll withholding of 6.0@d a district contribution of 18.89% of the

employee’s total compensation subject to contrim#i Total payroll for employee’s covered under
CERS was $3,151,016.

The contribution requirement for CERS for the yemded June 30, 2014 was $747,241, which
consisted of $586,416 from the District and $168,82m the employees.

Following is a summary of contributions paid by District and State on-behalf of the employees for
the past three years:

Year Ended Teacher's Retirement County
June 30, District State Retirement
2014 295,711 1,172,519 586,416
2013 247,030 1,133,698 644,100
2012 214,758 1,134,860 546,644

Benefits under both plans will vary based on fioainpensation, years of service, and other facters a
fully described in the plan documents.

The “pension benefit obligation” is a standardizistlosure measure of the present value of pension
benefits which is adjusted for the effects of pctgd salary increases and step-rate benefits that a
estimated to be payable in the future as a rese@inployee service to-date. The measure, whithes
actuarial present value of credited projected bendg intended to help users assess the pensions’
funding status on a going-concern basis, asseggga® made in accumulating sufficient assets to pay
benefits when due and make comparisons amongadhns phd employers.

KTRS and CERS do not make separate measuremerassefs and pension benefit obligation for
individual employers. The following table preseogstain information regarding the plans’ statusas
whole, derived from actuarial valuations perfornascf June 30, 2013:

Actuarial Accrued Unfunded Unfunded AAL
Liability (AAL) Actuarial Accrued as a % of
Actuarial Value Entry Age Liabilities % Covered Covered
of Assets Normal (UAAL) Funded Payroll Payroll
County Employee Retirement System
(non-hazardous) 5,637.1 9,378.9 3,741.8 60.1 2,236.3 167.3
Teacher's Retirement System of Kentucky 14,962.8 28,817.2 13,854.5 51.9 3,481.1 398.1
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NOTE G — RETIREMENT PLANS (continued)

Historical trend information showing KTRS’s and CER progress in accumulating sufficient assets to
pay benefits when due is presented in their Jupn@@IB comprehensive annual financial reports.

As the Board is only one of several employers paxiting in the plan, it is not practical to detare
the Board’s portion of the unfunded past servicg oo the vested benefits of the Board’s portiothef
plan assets.

NOTE H — CONTINGENCIES

The District receives funding from federal, stasmd local government agencies and private
contributions. These funds are to be used forgdeséd purposes only. For government agency grants
if the grantor’s review indicates that the fundgédaot been used for the intended purpose, theaysan
may request a refund of monies advanced or refusairnburse the District for its disbursements.e Th
amount of such future refunds and unreimbursedudéglments, if any, is not expected to be significan
Continuation of the District's grant programs igglicated upon the grantors’ satisfaction that thmel$
provided are being spent as intended and the ggamtent to continue their programs.

The District was notified Kentucky School Boardurence Trust dissolved during the previous fiscal
year. As a result, assessments were proposedpadsed to local participating Districts based ast p
premiums or past claims. The District’s liability the KSBIT Workers’ Compensation Fund was
$168,190. The District paid $42,047 of this balantcéugust 2014 and chose to pay the remaining
balance of $126,142 over a five year period with finst payment beginning August 31, 2015. The
District opted to pay its $142,247 KSBIT Propertydaliability Assessment in three installments -
$56,898.80 due September 15, 2014 and the remaimmnogequal payments of $42,674.10 due
September 15, 2015 and 2016.The amount of thdityalsi recorded in the government wide financial
statements. A liability is not reflected in the €ufinancial statements in accordance with GASB
Interpretation No. 6, as governmental funds folltwe current financial resources measurement focus
(modified accrual basis of accounting).

NOTE | —INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of lossasfets associated with the risks of fire, personal
liability, theft, vehicular accidents, errors amdissions, fiduciary responsibility, etc. Eachlofs$e risk
areas are covered through the purchase of comreérsimance. The District has purchased certain
policies which are retrospectively rated which uags worker’s compensation insurance.

NOTE J — LITIGATION
The District is subject to legal actions in varicstages of litigation, the outcome of which is not

determinable at this time. Management of the Risémnd its legal counsel do not anticipate a nalter
effect on the combined financial statements asualtref threatened, pending or ongoing litigation.
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NOTE K - RISK MANAGEMENT

The District continues to carry commercial insueafar all other risks of loss. Settled claims fasg
from these risks have not exceeded commercialansearcoverage in any of the past three fiscal years

NOTE L — DEFICIT OPERATING/FUND BALANCES

The following funds had deficit balances at Jung281.4:
None

The following funds had expenditures in excesswénues at June 30, 2014:

General Fund 378,710

Stanton Elementary Activity Fund 11,795
Clay City Elementary Activity Fund 285
Powell County High Schoal Activity Fund 4,523

NOTE M — COBRA

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

NOTE N —TRANSFER OF FUNDS

The following transfers were made during the year.

From Fund To Fund Purpose Amount
Capital Outlay General Fund Property Insurance 42,996
Capital Outlay General Fund Bus Purchase 82,540
FSPK Debt Service Bond principal and interest 781,887
Capital Outlay Debt Service Bond principal and insére 87,285
General Fund Special Revenue Fund KETS match fifst of 21,496
General Fund Special Revenue Fund KETS match sedtard o 12,898
Total Transfers 1,029,102

NOTE O —INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at June 30, 2014 were as follows

None
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NOTE P — ANNUAL FINANCIAL REPORT DIFFERENCES

The following is a reconciliation of the June 3M12, fund balances/retained earnings originally
reported by the Board to the Kentucky DepartmeriEddication with that shown in the accompanying
fund financial statements:

Special Capital Food
General Revenue Projects Service Trust
Fund Funds Funds Fund Fund

Fund Balance/Retained Earnings
as originally reported to the Department
of Education 997,594 - 2,198,084 447,267 181,859
Adjustment to Fund
Balance/Retained Earnings

(1) To record additional accounts receivable 8,152 - - 33,803
(2) To adjust payables 19,018 - - - -
(4) To adjust consumable inventory - - - (3,485) -

Fund Balance/Retained Earnings

per fund financial statements
at June 30, 2014 1,024,764 - 2,198,084 477,585 181,859

NOTE Q — ON-BEHALF PAYMENTS

The following payments made by the state on beffadimployees of the District and for the benefit of
the District are recognized in the government-withancial statements as additional revenue and
expenditures for the year ended June 30, 2014:

Kentucky Teacher's Retirement System 1,172,519
Health Insurance 2,353,00
Life Insurance 5,732
Administrative Fees 27,03(
HRA/Dental/Vision 149,54°
Technology 37,10z
Debt Service 423,57
Less: Federal Reimbursements (201,289)
Total 3,967,221
Allocated to:
General Fund 3,451,915
Debt Service Fund 423,573
School Food Service Fund 91,733

Total 3,967,221
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NOTE R —FUND BALANCE REPORTING

The District implemented Governmental Accountingrisards Board No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions effective floe fiscal year ended June 30, 2011. This
standard clarifies existing governmental fund tydefinitions and establishes fund balance
classifications based primarily on the extent tdolvha government is bound to observe constraints
imposed upon the use of the resources reportedougrgmental funds. Classifications include
nonspendablegxamples being prepaid items and inventory, aaddtiowing spendable fund balances
—restricted fund balances that are constrained by externalegadonstitutional provisions or enabling
legislation,committed -fund balances that contain self-imposed conssaifithe government from its
highest level of decision making authoritgssigned —fund balances that contain self-imposed
constraints of the government to be used for dquéar purposeandunassigned fund balance of the
general fund that is not constrained for any paldic purpose. The standard affects fund balance
reporting only and does not affect government-vadproprietary fund financial statements.

The following schedule reflects governmental fuathhces at June 30, 2014:

General Construction  Non-major
Fund balances Fund Fund Funds Total
Restricted - sick leave 66,115 - - 66,115
Committed - site based carryforward 37,178 - - 37,178
Restricted for future construction/outlay - 2,190,795 7,289 2,198,084
Unassigned fund balance 921,471 - - 921,471
Total fund balances 1,024,764 2,190,795 7,289 3,222,848

The District's budget by State law must have a mimh 2% contingency. However, a separate
contingency reserves fund has not been establisibd. statement of net position reflects reserves f
fixed assets and school food service inventory.

NOTE S — COMMITMENTS

A $5,825,606 High School Renovation/Addition projecluding the acquisition of forty-three
additional acres of land for $850,000 adjacenthi® District’s existing property was approved by the
Kentucky Division of Facilities Management and irogress. Fund resources include an SFCC bond
sale of $3,050,000; a local bond sale of $2,495a00@DSFCC cash of $280,606.

NOTE T —NET POSITION RESTATEMENT

The District’s net increase in the amount of $289,8r beginning net position for government wide
financial statements is as follows: increase 068388 to recognize accumulated construction in
progress costs at year end not previously reccaidedfixed asset.

GASB Statements No. 63 and No. 65 require chanifestiag beginning balances of the District wide
Statement of Net Paosition. Beginning net positibthe governmental activities was decreased $51,658
to eliminate bond issuance costs, previously chgeh and amortized and increased $34,090
recognizing deferred savings on bond refundingeissuThe District also recognized as a beginning
balance adjustment in the government wide finarsti@lements long-term sick leave payable totaling
$198,997.
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42.

Variance
Budgeted Amounts Favorable
Revenues: Original Final Actual (Unfavorable)
From local sources:
Taxes 2,422,524 2,440,000 2,499,876 59,876
Earnings on investments 1,800 1,800 4,969 3,169
Other local revenue 90,380 90,380 95,076 4,696
Intergovernmental - state 10,924,9723,501,543 14,692,984 1,191,441
Intergovernmental - federal 60,000 100,000 143,443 43,443
Total revenues 13,499,676 16,133,723 17,436,348 1,302,625
Expenditures:
Instructional 8,140,240 9,875,978 10,726,175 (850,197)
Student support services 538,773 635,474 681,482 (46,008)
Staff support services 526,315 615,853 671,671 (55,818)
District administration 1,001,499 1,152,657 1,155,615 (2,958)
School administration 903,613 1,106,417 1,100,594 5,823
Business support 194,552 289,299 277,112 12,187
Plant operations and managen 1,703,48! 1,972,58! 2,044,85. (72,265
Student transportatis 935,57! 1,112,48. 1,123,37 (10,895
Debt servic 71,94 71,94 71,94: (1)
Contingencies 599,807 685,470 - 685,470
Total expenditures 14,615,805 17,518,162 17,852,824 (334,662)
Excess (deficit) of revenues over expenditures @, 129) (1,384,439) (416,476) 967,963
Other financing sources (uses):
Operating transfers in 125,536 125,536 -
Operating transfers out (25,080) (25,080) (34,394) (9,314)
Total other financing sour ces (uses) (25,080) 100,456 91,142 (9,314)
Excess (deficit) of revenue and other financing
sources over expenditures/other financing uses J209) (1,283,983) (325,334) 958,649
Fund Balance - July 1, 2013 1,141,209 1,283,983 1,283,983 -
Fund Balance - June 30, 2014 - - 958,649 958,649

Notes:

Beginning and ending fund balance do not refleé;, $85 restricted for sick leave payable.

See notes to financial statements and independelitbes report.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL — SPECIAL REVENE FUNDS

Revenues:
From local sources:
Earnings on investments
Contributions/donations
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:

Instructional

Student support services
Staff support services
District administration
School administration
Student transportation
Community service activities

Total expenditures

For the Year Ended June 30, 2014

43.

Excess (deficit) of revenues over expenditures @&5,0 (34,449)

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources

Excess (deficit) of revenue and other financing

sources over expenditures/other

Fund Balance - July 1, 2013

Fund Balance - June 30, 2014

Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
250 2 2 -
- 50,486 75,854 25,368
979,377 936,743 952,046 15,303
2,280,1772,319,646 2,373,116 53,470
3,259,804 3,306,877 3,401,018 94,141
1,898,465 1,892,523 1,994,560 (102,037)
28,180 29,505 29,505 -
790,167 845,175 831,706 13,469
142,514 146,498 146,498 -
19,858 5,158 3,551 1,607
120,158 116,258 129,516 (13,258)
285,542 306,209 300,076 6,133
3,284,884 3,341,326 3,435,412 (94,086)
(34,394) (55)
25,080 34,394 34,394 -
(uses) 25,080 34,394 34,394 -
financing uses - (55) - 55
- (55) - 55

See notes to financial statements and independeitbes’s report.
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At June 30, 2014

SEEK Capital Building Debt
Qutlay Fund Fund Service Funds Total

Asset and resources:
Cash and cash equivalents 3,611 3,678 - 7,289

Liabilities and fund balances:
- Liabilities -
Accounts payable - - - -

Total Liabilities - - - -

- Fund balances -

Restricted - sfcc escrow - 1,001 - 1,001

Restricted - other 3,611 2,677 - 6,288
Total fund balances 3,611 3,678 - 7,289
Total liabilities and fund balances 3,611 3,678 - 7,289

See independent auditor’s report.
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE — NONMAJOR GOVERNMENTAL FURS

For the Year Ended June 30, 2014

SEEK
Capital Outlay Building Debt Service
Revenues: Fund Fund Funds Total
From local sources:
General real property tax - 257,998 - 257,998
Intergovernmental - state 216,432 526,566 423,573 1,166,571
Total revenues 216,432 784,564 423,573 1,424,569
Expenditures:
Debt service
Principal - - 891,214 891,214
Interest - - 401,531 401,531
Total expenditures - - 1,292,745 1,292,745
Excess (deficit) of revenues
over expenditures 216,432 784,564 (869,172) 131,824
Other financing sources (uses):
Operating transfers in - - 869,172 869,172
Operating transfers out (212,821) (781,887) - (994,708)
Bond issue proceeds - - - -
Total other financing sources (uses) (212,821)  (781,887) 869,172 (125,536)
Excess (deficit) of revenues and other
financing sources over expenditures
and other financing uses 3,611 2,67 - 6,28¢
Fund balance, July 1, 2013 - 1,001 - 1,001
Fund balance, June 30, 2014 3,611 3,678 - 7,289

See independent auditor’s report.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES RUND BALANCE

Fund Accounts
General
Teacher Vending
Foundation Grants
Student Vending
AP English
Courtesy Committee
PTO
Art Class Fee
STLP
Windows of Creativity
FMD Classroom
Humanities Trip
Science Grant
Student Testing
Christmas Tea
Graduation/Honors
Social Studies Grant
Key Club
Attendance Incentives
Advance KY
Substitutes
Upper Room
Academic Team
Student Parking
Library
Spanish
Entrepreneurship
Home Economics
Textbook Rental
Prom
Senior Class
Class of 2014
Band
FBLA
Ecology Club
Youth Services Center
Snack Shack
Chorus
Class of 2015
Yearbook
Pirate Press
Paper Fund
Counselors
Class of 2016
Online Gaming
Gear Up Projects
Ky Youth Association

Charitable Organizations

POWELL COUNTY HIGH SCHOOL ACTIVITY FUND

For the Year Ended June 30, 2014

Excess (Deficit) of

Fund Balance

Fund Balance

Revenues Expenditures Revenues over Expenditures July 1, 2013 June 30, 2014

6,499
2,706
2,150
1,877

218
2,123
3,643

15,816
3,116
5,029
1,440
1,107
2,713
3,304
1,347

2,600
1,735
39
1,450
10,730
14,141
5,697
5,000
23,663
15,604
8,586
1,270
2,657
19,501
50

5,630
1,036
455
220
673
2,568

3,729

12,246
3,347
2,650
1,799
50

40
2,532
5,972

15,816
2,719
247
5,044
104
851
4,373

3,305
1,225
1,003

2,254
1,002
139
1,512
11,558
34
22,373
5,675
5,600
20,648
15,728
8,189
1,090
4,041
15,958

844

1,028
432

219
673
2,227
3,729

See independent auditor’s report.

(5,747)
(641)
(500)

78
(50)
178

(409)
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746
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426
306
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1,003
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82
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1,111
185
210
763
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3,554
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76
558
12,349
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137
830

3,775
105
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106
272
522
256
167

823
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76
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131
62
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82
619
1,117
49
236
1,733
148
1,937
3,397
511
3,200
86
1,160
333
2,170
4,135
126
558
17,135
397
145
853
83
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POWELL COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES RUND BALANCE

POWELL COUNTY HIGH SCHOOL ACTIVITY FUND (CONTINUED)

For the Year Ended June 30, 2014

Excess (Deficit) of

Fund Balance

47.

Fund Balance

Fund Accounts Revenues Expenditures Revenues over Expenditures July 1, 2013 June 30, 2014
Locker Rental 1,925 1,010 915 2,425 3,340
Beta Club 1,855 1,931 (76) 135 59
Drama Club - - - 851 851
FCA 110 45 65 664 729
FFA 8,369 9,227 (858) 1,646 788
FCCLA 3,432 3,339 93 3,537 3,630
Student Council - 11 (12) 11 -
Hometown Scholarship 1,695 - 1,695 884 2,579
FEA Club - - - 145 145
Sew What 913 17 896 2,181 3,077
Pep Club 405 734 (329) 703 374
TSA 14 - 14 - 14
Special Olympics 1,087 1,498 (411) 521 110
HOSA 16 80 (64) 121 57
Construction Class 1,640 1,918 (278) 511 233
Skills Club 53 - 53 - 53
HOSA Competition - - - 8 8
Gen. Athletics 77,077 75,183 1,894 3,221 5,115
Baseball 24,976 29,390 (4,414) 4,718 304
Boys Basketball 4,951 8,035 (3,084) 3,455 371
Girls Basketball 10,398 10,839 (441) 1,728 1,287
Cheerleaders - Varsity 6,246 5,698 548 518 1,066
Concessions 14,275 14,052 223 334 557
Football 12,765 16,322 (3,557) 4,407 850
Boys Golf 3,865 3,251 614 16 630
Girls Golf 4,496 2,870 1,626 1,185 2,811
Softball 13,568 12,533 1,035 5,104 6,139
Track 1,034 1,572 (538) 1,778 1,240
Cross Country 3,565 3,555 10 75 85
Volleyball 11,030 12,577 (1,547) 5,594 4,047
4th and 5th Grade 1,860 3,483 (1,623) 1,918 295
Athletic Field Trip - - - 1 1
Football Support 26,366 19,009 7,357 368 7,725
Student Field Trips 3,771 3,619 152 243 395
Band Trip 6,265 6,342 (77) 85 8
Band Parents Organization 17,119 13,370 3,749 - 3,749
Gen Athletics/Extras - - - 286 286

Sub-total 445,263 449,786 (4,523) 107,139 102,616
Less: Interfund transfers 36,231 36,231 - - -
Total 409,032 413,555 (4,523) 107,139 102,616

See independent auditor’s report.




POWELL COUNTY SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE

MIDDLE AND ELEMENTARY SCHOOL ACTIVITY FUNDS

For the Year Ended June 30, 2014

48.

Total
Powell County Bowen Clay City Stanton (Memorandum
Middle School Elementary Elementary Elementary Only)
REVENUES:
Activity funds 177,997 47,117 23,377 54,520 303,011
EXPENDITURES:
Activity funds 176,573 38,382 23,662 66,315 304,932
Excess or (deficiency)
of revenues over
expenditures 1,424 8,735 (285) (11,795) (1,921)
Fund Balance, July 1, 2013 57,509 16,272 17,795 27,697 119,273
Fund Balance, June 30, 2014 58,933 25,007 17,510 15,902 117,352

See independent auditor’s report.



49.
POWELL COUNTY SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2014

Federal Pass-Through Program 2014
CFDA Grantors Award Program
Federal Grantor/Pass-Through Grantor/Program Title Number Number Amount Expenditures
U. S. Department of Agriculture
Passed through State Department of Education:
- Child Nutrition Cluster -
School Breakfast Program 10.553 7760005 14 N/A 197,442
10.553 7760005 13 N/A 58,217
255,659
School Lunch Program 10.555 7750002 14 N/A 597,275
10.555 7750002 13 N/A 177,443
774,718
Summer Food Service Program for Children 10.559 78903 N/A 1,774
10.559 7740023 13 16,938
18,712
Passed through State Department of Agriculture:
National School Lunch Program 10.555 006 0100 N/A 73,322
Total Child Nutrition Cluster 1,122,411
Passed through State Department of Education:
Fresh Fruit and Vegetable Program 10.582  720012.13 A N/ 4,673
10.582 7720012.14 N/A 22,028
26,701
Passed through Powell County Fiscal Court
Schools and Roads Grants To States 10.665 505X N/A 19,008
Total U.S. Department of Agriculture 1,168,120
Appalachian Regional Commission
Passed through Kentucky Science and TechnolaggdCation:
Appalachian Higher Education Network 23.011 688 ,992 3,991
U. S. Department of Education
Passed through State Department of Education:
- Title 1 Cluster -
Title 1 Grants to Local Education Agencies 84.010 310 1,128,045 986,570
84.010 3103 1,139,594 164,204
84.010 3104M 11,394 11,394
Total Title | Cluster 1,162,168
Migrant Education - State Grant Program 84.011 3114 1,080 107,830
84.011 3113 101,169 9,881
84.011 3113S 3,945 3,758
84.011 3112S 11,652 33
121,502

See independent auditor’s report.



POWELL COUNTY SCHOOL DISTRICT

50.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINAD)

For the Year Ended June 30, 2014

Federal Pass-Through Program 2014
CFDA Grantors Award Program
Federal Grantor/Pass-Through Grantor/Program Title Number Number Amount Expenditures
U. S. Department of Education (continued)
- Special Education Cluster -
Special Education - Grants to States 84.027 3374 573,9 410,788
84.027 3373 535,298 112,138
84.027 3372P 8,973 8,973
531,899
Special Education - Preschool Grants 84.173 3434 81,07 31,076
84.173 3432P 246 246
31,322
Total Special Education Cluster 563,221
Vocational Education - Basic Grants to States 84.048 3484 34,403 34,402
84.048 3483A 1,795 1,795
36,197
Title VI
Rural Education 84.358 3504 43,200 37,295
84.358 3503 45,516 10,005
47,300
Improving Teacher Quality State Grants 84.367 4014 , 33 166,894
84.367 4013 177,794 36,703
203,597
Race to the Top 84.413A 4521 46,879 963
Gaining Early Awareness and Readiness for Undeugitad
Programs (GEARUP) 84.334A 3794C 55,000 55,000
84.334A 3794G 146,500 143,960
84.334A 3794P 50,000 35,216
234,176
Total U.S. Department of Education 2,369,124
Total Federal Awards Expended

See independent auditor’s report.

3,541,235
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POWELL COUNTY SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINAD)

For the Year Ended June 30, 2014

NOTE A

The accompanying schedule of expenditures of fé@evards includes the federal grant activity of the
Powell County School District and is presented e modified accrual basis of accounting. The
information in this schedule is presented in acancg with the requirements GMB Circular A-133,
Audits of States, Local Governments, and Non-PrOfiganizations Therefore, some amounts
presented in this schedule may differ from amognésented in, or used in preparation of, the basic
financial statements.

NOTE B
Non-monetary assistance CFDA #10.555, $73,322psrted in the schedule at the fair value of the

food donations disbursed.



52.
Chris Gooch

Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX : (606) 436-5701
chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL (BR
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITHGOVERNMENT AUDITING STANDARDS

State Committee for School District Audits
Members of Powell County Board of Education
Stanton, Kentucky

We have audited, in accordance with the auditiagddrds generally accepted in the United States of
America, the standards applicable to financial ®udbntained inGovernment Auditing Standards
issued by the Comptroller General of the UnitedeStaand the audit requirements prescribed by the
State Committee for School District Audits in therfucky Public School Districts Audit Contract
Requirements, the financial statements of the gowental activities, the business-type activities;he
major fund, and the aggregate remaining fund infdimm of Powell County School District, as of and
for the year ended June 30, 2014, and the relaitebto the financial statements, which collectivel
comprise Powell County School District's basic final statements, and have issued our report thereo
dated October 13, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the finat@tatements, we considered Powell County School
District’s internal control over financial reporgjin(internal control) to determine the audit proaedu
that are appropriate in the circumstances for tg@gse of expressing our opinions on the financial
statements, but not for the purpose of expressmgpinion on the effectiveness of Powell County
School District’s internal control. Accordingly, wdb not express an opinion on the effectiveness of
Powell County School District’s internal control.

A deficiency in internal controkexists when the design or operation of a contaésdnot allow
management or employees, in the normal courserfdrpgng their assigned functions, to prevent, or
detect and correct, misstatements on a timely basisnaterial weaknesss a deficiency, or a
combination of deficiencies, in internal contralch that there is a reasonable possibility thaatenal
misstatement of the entity’s financial statemenils mot be prevented, or detected and correctec on
timely basis. Asignificant deficiencys a deficiency, or a combination of deficienciesnternal control
that is less severe than a material weaknessmyairtant enough to merit attention by those charged
with governance.

Our consideration of internal control was for thmifed purpose described in the first paragrapthisf
section and was not designed to identify all deficies in internal control that might be material
weaknesses or, significant deficiencies. GivendHiesitations, during our audit we did not identédpy
deficiencies in internal control that we consider ie material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance abouthehé’owell County School District’'s financial
statements are free from material misstatementparéormed tests of its compliance with certain
provisions of laws, regulations, contracts, ancdhgesgreements, noncompliance with which could have
a direct and material effect on the determinatibfinancial statement amounts. However, providing a
opinion on compliance with those provisions wasamobbjective of our audit, and accordingly, we do
not express such an opinion. The results of ous ®isclosed no instances of noncompliance or other
matters that are required to be reported usrernment Auditing Standards

In addition, the results of our tests disclosedmstances of material noncompliance of specifitesta
statutes or regulations identified in Kentucky RuBichool District’'s Audit Contract and Requirengent
— State Compliance Requirements.

Pur pose of thisReport

The purpose of this report is solely to descrileegtope of our testing of internal control and
compliance and the results of that testing, andmptovide an opinion on the effectiveness of the
entity’s internal control or on compliance. Thipoet is an integral part of an audit performed in
accordance witksovernment Auditing Standardsconsidering the entity’s internal control and
compliance. Accordingly, this communication is saitable for any other purpose.

/ / i /‘//““
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< //._\_¥ i -\(Y /77 N
Chris Gooch

Certified Public Accountant

Hazard, Kentucky

October 13, 2014
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Chris Gooch

Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX:(606) 436-5701
chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

State Committee for School District Audits
Members of Powell County Board of Education
Stanton, Kentucky

Report on Compliancefor Each Major Federal Program

We have audited Powell County School District's petiance with the types of compliance
requirements described in t@dB Circular A-133 Compliance Supplemémat could have a direct and
material effect on each of Powell County Schooltiiits major federal programs for the year ended
June 30, 2014. Powell County School District's mégaleral programs are identified in the summary of
auditor’s results section of the accompanying sateedf findings and questioned costs.

Management’'s Responsibility

Management is responsible for compliance with gwiirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on cliamge for each of Powell County School District's
major federal programs based on our audit of thesyof compliance requirements referred to above.
We conducted our audit of compliance in accordamitie auditing standards generally accepted in the
United States of America; the standards applicbfnancial audits contained ®overnment Auditing
Standards issued by the Comptroller General of the Unitedtes; OMB Circular A-133Audits of
States, Local Governments, and Non-Profit Orgainatand the audit requirements prescribed by the
State Committee for School District Audits in therfucky Public School District’'s Audit Contract
Requirements. Those standards and OMB Circular 2¢&8uire that we plan and perform the audit to
obtain reasonable assurance about whether nonerogliwith the types of compliance requirements
referred to above that could have a direct and mahieffect on a major federal program occurred. An
audit includes examining, on a test basis, evidedm®it Powell County School District's compliance
with those requirements and performing such otlrecgrures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonablés ldas our opinion on compliance for each major
federal program. However, our audit does not pmddegal determination of Powell County School
District’s compliance.

Opinion on Each Major Federal Program
In our opinion, Powell County School District, colied, in all material respects, with the types of

compliance requirements referred to above thatdcbalve a direct and material effect on each of its
major federal programs for the year ended Jun@@D4.
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Report on Internal Control over Compliance

Management of Powell County School District is msgble for establishing and maintaining effective
internal control over compliance with the types aoimpliance requirements referred to above. In
planning and performing our audit of compliance, eansidered Powell County School District's
internal control over compliance with the typesrefuirements that could have a direct and material
effect on each major federal program to determimeduditing procedures that are appropriate in the
circumstances for the purpose of expressing an@pion compliance for each major federal program
and to test and report on internal control over gigance in accordance with OMB Circular A-133, but
not for the purpose of expressing an opinion onetiectiveness of internal control over compliance.
Accordingly, we do not express an opinion on thieativeness of Powell County School District’'s
internal control over compliance.

A deficiency in internal control over complianegists when the design or operation of a contvelr o
compliance does not allow management or employedise normal course of performing their assigned
functions, to prevent, or detect and correct, nomglance with a type of compliance requirement of a
federal program on a timely basis. rAaterial weakness in internal control over comptians a
deficiency, or combination of deficiencies, in imtal control over compliance, such that there is a
reasonable possibility that material noncompliawith a type of compliance requirement of a federal
program will not be prevented, or detected andembed, on a timely basis. gignificant deficiency in
internal control over compliances a deficiency, or a combination of deficiencigsjnternal control
over compliance with a type of compliance requiretra a federal program that is less severe than a
material weakness in internal control over commé@ryet important enough to merit attention by ¢hos
charged with governance.

Our consideration of internal control over comptiarwas for the limited purpose described in the fir
paragraph of this section and was not designediaatify all deficiencies in internal control over
compliance that might be material weaknesses anifgignt deficiencies. We did not identify any
deficiencies in internal control over compliancattive consider to be material weaknesses. However,
material weaknesses may exist that have not beetifidd.

The purpose of this report on internal control owempliance is solely to describe the scope of our
testing of internal control over compliance and tbsults of that testing based on the requiremeits
OMB Circular A-133. Accordingly, this report is nstiitable for any other purpose.

# £ il
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

October 13, 2014
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POWELL COUNTY SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the Year Ended June 30, 2014

- FINDINGS RELATED TO THE FINANCIAL STATEMENTS —

2013-1
Condition:

Criteria:

Cause:

Effect:

Recommendations:

Management’s
Response:

The District was accruing its estimate veorkers’ compensation
liability at a higher experience factor than theoamt actually paid.
The total adjustment increased unrestricted furanca $277,514.

Management should ensure inputs to itsghsystem for individual
workers’ compensation rates are based on actues mather than
estimated or older rates.

Management was not monitoring the accourd adjusting
periodically for actual rates paid.

Financial reports reflected overstatemémfsinge benefits.

Management should assess thé, éffany, the adjustment had for
prior reimbursement regarding grant programs anteroene if
refunds are necessary. The District should enhasamntrols over
monitoring fringe benefits expense and relatedilligbaccounts to
ensure excess balances are reasonable.

The District will enhance its corgnafocedures through

consultation with its insurance agent peédodic monitoring of
account balances throughout the year. The Diswilttreview the
effect the adjustment may have had on prior yeapgnam
expenditures used for reimbursement purposes amerntdae if
refunds are required.

- FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS —

None
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POWELL COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2014

SUMMARY OF AUDIT RESULTS —

1. We have issued an unmodified opinion on the firelrstatements.

2. No material weakness or significant deficiency wlentified as a material weakness was
disclosed by the audit of the financial statements.

3. No material noncompliance was disclosed in ourtafdhe financial statements.

4. No material weakness or significant deficiency identified as a material weakness were
disclosed by the audit in internal control over ongjrograms.

5. We have issued an unmodified opinion on complidacenajor programs.

6. The audit did not disclose any audit findings whigh are required to report under Section
.510(a) of A-133.

7. Powell County School District had the following maprograms:

U. S. Department of Education
- Passed through State Department of Education -
Title |
CFDA number 84.010
- Special Education Cluster -
IDEA-B Basic
CFDA numbers 84.027
IDEA-B Preschool
CFDA number 84.173

U.S. Department of Agriculture
- Passed through State Departments of Educatiogricdulture -
- Child Nutrition Cluster -
School Lunch and Breakfast Program, Summer FoodcggProgram
for Children
CFDA numbers 10.553, 10.555 and 10.559

8. The dollar threshold used to distinguish betweempelA and Type B programs was
$300,000.

9. The auditee qualified as a low-risk auditee.



POWELL COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINDE

For the Year Ended June 30, 2014

FINDINGS RELATED TO THE FINANCIAL STATEMENTS —

None

FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS —

None

58.
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Chris Gooch

Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX:(606) 436-5701
chrisgooch@chrisgoochcpa.com

Powell County Board of Education
Stanton, Kentucky

In planning and performing our audit of the finaictatements of Powell County School District for
the year ended June 30, 2014, we considered thecDésinternal control structure to determine our
auditing procedures for the purpose of expressm@m@nion on the financial statements and not to
provide assurance on the internal control structure

However, during our audit we became aware of séweadters that are opportunities for strengthening
internal controls and operation efficiency. Themnmeandum that accompanies this letter summarized
our comments and suggestions regarding those mattarseparate report dated October 13, 2014,
contains our report on control deficiencies andemalt weaknesses in the District's internal control
structure. This letter does not affect our regatied October 13, 2014, on the financial statemaints
the Powell County School District.

We will review the status of these comments duidng next audit engagement. We have already
discussed many of these comments and suggestidhsvarious District personnel, and we will be
pleased to discuss them in further detail at yaunvenience, to perform any additional study of ¢hes
matters, or to assist you in implementing the rebemdations.

Respectfully,

/ [ )
& E
( s, FTE -
Chris Gooch

Certified Public Accountant

Hazard, Kentucky

October 13, 2014
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POWELL COUNTY SCHOOL DISTRICT

MANAGEMENT LETTER COMMENTS

For the Year Ended June 30, 2014

Follow-up on Prior Year Comments

1. District management should monitor activity fundghases to assure fixed assets meeting the
threshold criteria are accounted for and recordeithé government-wide financial statements.
Management has notified district activity fund mensel of the District’s fixed asset policies
and procedures.

2. Periodically, applicable District personnel showdsess and present a plan for spending
excessive ending balances in student activity iddal account funds. We noted Stanton
Elementary Boys and Girls Little League beginninfy I, 2013 with balances of $11,528 and
$3,956, respectively. Personnel presented indivilumal budgets and expended excessive fund
balances during the 2013-14 school year.

Current Year Comments

1. District management should monitor other liabilitgcount balances periodically and provide
evidence reconciliation to underlying documentat®accurring.

2. Use of PTO funding should be restricted to activijype expenditures — not capital or
instructional funding.

3. Book fair revenue at the activity fund level shobkl supported by receipt reconciliation at the
recipient level prior to access by the activitydurierk.



