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Independent Auditors’ Report
(Continued)
Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3-8 and 15-17 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Trimble County School District's basic financial statements. The combining and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a
required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual nonmajor
fund financial statements and the schedule of expenditures of federal awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.

Reporting Other Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 13,
2014 on our consideration of the Trimble County School District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Trimble County
School District's internal control over financial reporting and compliance.
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Crestview Hills, Kentucky
November 13, 2014



TRIMBLE COUNTY SCHOOL DISTRICT

Management’s Discussion and Analysis (MD&A)
Year Ended June 30, 2014

As management of Trimble County Board of Education (Board), the governing body for the Trimble
County School District (District), we offer readers of the District's financial statements this narrative
overview and analysis of the financial activities of the District for the fiscal year ended June 30, 2014.
We encourage readers to consider the information presented here in conjunction with additional
information found within the body of the financial statements and notes. All amounts used in this MD&A
are approximate amounts, except where more specific.

FINANCIAL HIGHLIGHTS

The beginning cash balance for the District was $1,876,783.

The Board of Education began Phase Il of the Athletic Facilities. The Project consists of a track and
football field, track equipment, lighting, fencing, additional parking and buildings containing
concessions and restroom facilities.

The General Fund had $10,392,464 in revenue. General Fund revenues primarily consisted of the
state program (SEEK), property, franchise tax, motor vehicle taxes, as well as on-behalf benefits from
the state. There was $10,762,082 in General Fund expenditures, excluding interfund transfers and
including the on-behalf benefit payments made by the state.

The District continues to support the PEBC Thinking Strategies initiative by sending additional
teachers to the 4-day institute, to develop leadership among teachers and administrators by sending
them to Regional Instructional Leadership Networks in Instructional Supervision, Science, Social
Studies and Early Childhood Education and to support the Race to the Top initiatives by sending
additional teachers to Leader in Me and Innovation trainings costing approximately $25,000. The
instructional focus of having all students reading by the end of the third grade was supported through
a summer Reading and Math Academy costing approximately $30,000. College and Career
Readiness for high school students was supported through a high school summer learning program
costing approximately $10,000.

The District supported elementary schools in the implementation of the new math standards by
purchasing new mathematics textbooks for grades K — 5 costing approximately $64,448.

The District supported a Summer STEM Academy for the Middie School at a cost of approximately
$10,000.

The District supports increasing the Graduation Rate by providing staff, equipment, and technology
software for an Alternate Learning setting for at-risk students costing approximately $50,000.

The District supports the technology upgrades by purchasing switches and backup servers at a cost
of $43,204.



TRIMBLE COUNTY SCHOOL DISTRICT

Management’s Discussion and Analysis (MD&A)
(Continued)
Year Ended June 30, 2014

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial
statements. The District’s basic financial statements are comprised of three components: 1) district-wide
financial statements,; 2) fund financial statements; and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

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

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

The statement of activities presents information showing how the District's net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods.

The district-wide financial statements outline functions of the District that are principally supported by
property taxes and intergovernmental revenues (governmental activities). The governmental activities of
the District include instruction, support services, operation and maintenance of plant, student
transportation and operation of non-instructional services. Fixed assets and related debt is also
supported by taxes and intergovernmental revenues.

The district-wide financial statements can be found on pages 9 and 10 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. This is a state mandated
uniform system and chart of accounts for all Kentucky public school districts utilizing the MUNIS
administrative software. The District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the District can be divided into three categories:
governmental funds, proprietary funds and fiduciary funds. Fiduciary funds are trust funds established by
benefactors to aid in student education, welfare and teacher support. The only proprietary funds are our
vending and food service operations and day care operations. All other activities of the District are
included in the governmental funds.

The basic governmental fund financial statements can be found on pages 11 through 22 of this report.
Notes to the financial statements. The notes provide additional information that is essential to a full

understanding of the data provided in the district-wide and fund financial statements. The notes to the
financial statements can be found on pages 23 through 36 of this report.



TRIMBLE COUNTY SCHOOL DISTRICT

Management’s Discussion and Analysis (VID&A)
(Continued)
Year Ended June 30, 2014

DISTRICT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of a government’s financial position. In the case of
the District, assets exceeded liabilities by $15,344,460 as of June 30, 2014.

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

The District’s financial position is the product of several financial transactions, including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.

Net Position for the periods ending June 30, 2014 and 2013

The following is a summary of net position for the fiscal years ended June 30, 2014 and 2013.

2014 2013
Assets
Current assets $ 4,877,002 $ 7,351,204
Noncurrent assets 21,985,167 21,744,615
Total assets $26,862,169 $29,095,819
Liabilities
Current liabilities $ 1,677,709 $ 1,700,291
Noncurrent liabilities 9,840,000 10,582,972
Total liabilities $11,517,709 $12,283,263
Net position
Investment in capital assets (net of debt) $11,590,167 $ 9,961,912
Restricted 686,353 2,288,824
Unassigned 3,067,940 4,561,820
Total net position $15,344,460 $16,812,556












TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Net Position — District Wide

Assets
Current
Cash and cash equivalents
Investments
Accounts receivable
Inventories for consumption

Total current

Noncurrent

Construction in progress

Nondepreciated capital assets:
Land

Depreciated capital assets:
Land improvements
Buildings and improvements
Furniture and equipment
Less: accumulated depreciation

Total noncurrent
Total assets

Liabilities
Current

Current portion of bonds payable
Accounts payable
Accrued interest
Current portion of accrued sick leave
Accrued payroll and related expenses
Assessed KISBIT liability
Unearned revenues

Total current

Noncurrent
Accrued sick leave
Bond obligations

Total noncurrent
Total liabilities

Net Position

Invested in capital assets, net of related debt

Restricted
Unrestricted

Total net position

See notes to the financial statements

Year Ended June 30, 2014

Governmental Business-type
Activities Activities Total
580,720 (80,954) $ 499,766
3,838,951 106,746 3,945,697
395,630 8,049 403,679
- 27,860 27,860
4,815,301 61,701 4,877,002
1,622,421 - 1,622,421
422,720 - 422,720
2,402,780 - 2,402,780
23,981,451 - 23,981,451
3,651,438 578,395 4,129,833
(10,221,486) (352,552) (10,574,038)
21,759,324 225,843 21,985,167
26,574,625 287,544 26,862,169
645,000 - 645,000
128,792 8,049 136,841
106,323 - 106,323
10,000 - 10,000
653,726 - 653,726
76,336 - 76,336
49,483 - 49,483
1,669,660 8,049 1,677,709
90,000 - 90,000
9,750,000 - 9,750,000
9,840,000 - 9,840,000
11,509,660 8,049 11,517,709
11,364,324 225,843 11,590,167
658,493 27,860 686,353
3,042,148 25,792 3,067,940
15,064,965 279,495 $ 15,344,460



















TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balance —
Budget to Actual — General Fund
Year Ended June 30, 2014

Variance With
Final Budget
Original Final Positive
Budget ____ Budget Actual (Negative)
Revenues

Taxes $ 3,660,700 $ 3,660,700 $ 3,582,189 § (78,511)
Other local sources 64,400 69,400 60,122 (9,278)

State sources 6,642,862 6,642,862 6,704,854 61,992

Federal sources 15,000 15,000 43,977 28,977
Other sources 2,500 2,500 1,322 (1,178)

Total revenues 10,385,462 10,390,462 10,392,464 2,002

Expenditures

Instructional 6,089,996 6,218,568 6,285,339 (66,771)
Student support services 465,869 465,869 475,149 (9,280)
Staff support services 329,088 329,088 330,550 (1,462)
District administration 430,887 430,887 531,950 (101,063)

School administration 790,166 790,166 758,043 32123
Business support services 424,906 424,906 429,186 (4,280)

Plant operation and maintenance 1,144,616 1,144,616 1,111,267 33,349

Student transportation 1,124,989 1,127,589 832,462 295,127
Community service operations 5,046 5,046 5,227 (181)

Facility acquisition and construction 75,000 75,000 2,909 72,091

Other 3,602,706 3,476,534 533,778 2,942,756

Total expenditures 14,483,269 14,488,269 11,295,860 3,192,409

Net change in fund balance (4,097,807) (4,097,807) (903,396) 3,194,411

Fund balance, July 1, 2013 4,097,807 4,097,807 4,197,807 100,000
Fund balance, June 30, 2014 $ 2§ & $ 3294411 _$ 3,294.411

See notes to the financial statements
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TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget to Actual — Special Revenue

Revenues
Other local sources
State sources
Federal sources
Other sources

Total revenues

Expenditures
Instructional
Student support services
Staff support services
District administration
Plant operation and maintenance
Student transportation
Food service operation
Community service operations

Total expenditures
Net change in fund balance
Fund balance, July 1, 2013

Fund balance, June 30, 2014

Year Ended June 30, 2014

Variance With
Final Budget
Orginal Final Positive
Budget Budget Actual (Negative)
50 $ 10,569 $ 26,067 $ 15,498
300,170 300,466 314,791 14,325
1,391,320 1,622,343 1,528,184 5,841
20,675 20,253 20,253 -
1,712,215 1,853,631 1,889,295 35,664
1,342,882 1,476,068 1,484,536 (8,468)
B} . 7,565 (7,565)
85,584 90,411 118,841 (28,430)
72,576 72,737 71,603 1,134
1,350 1,350 500 850
55,974 55,974 52,157 3,817
8,500 8,500 11,424 (2,924)
142,949 146,241 142,669 8:572
1,709,815 1,851,281 1,889,295 (38,014)
2,400 2,350 - (2,350)
2400 $ 2350 % - $ (2,350)

See notes to the financial statements
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TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balance —
Budget to Actual — Construction Fund
Year Ended June 30, 2014

Variance With
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues
Other local sources $ 154,738 $ - $ - $ -
Other sources - - 1,036,220 1,036,220
Total revenues 154,738 - 1,036,220 1,036,220
Expenditures
Facility acquisition and construction - - 2,038,512 (2,038,512)
Other - - 230,768 (230,768)
Total expenditures - - 2,269,280 (2,269,280)
Net change in fund balance 164,738 B (1,233,080) (1,233,060)
Fund balance, July 1, 2013 - - 1,790,549 1,790,549
Fund balance, June 30, 2014 ‘_$ 154,738 $ - ‘ $ 557,489 , $ 5§7,489

See notes to the financial statements
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TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Net Position — Proprietary Funds
As of June 30, 2014

Food After School
Service Care Fund Total
Assets
Current
Cash (overdraft) and cash equivalents $ (106,578) % 25,624 (80,954)
investments 106,746 - 106,746
Accounts receivable 7,881 168 8,049
Inventories for consumption 27,860 B 27,860
Total current 35,909 25,792 61,701
Noncurrent
Furniture and fixtures 578,395 - 578,395
Less accumulated depreciation (352,552) - (352,552)
Total noncurrent 225,843 - 225,843
Total assets 261,752 25,792 287,544
Liabilities
Current
Accounts payable 8,049 - 8,049
Total current 8,049 - 8,049
Net position
Invested in assets, net of debt 225,843 - 225,843
Restricted - nonspendable 27,860 - 27,860
Unrestricted B 25,792 25,792
Total net position $ 253,703 3 25,792 279,495

See notes to the financial statements
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TRIMBLE COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenses and Changes in Net Position — Proprietary Funds
Year Ended June 30, 2014

Food After School
Service Care Fund Total
Operating revenues
Lunchroom sales $ 250,848 $ - $ 250,848
Other operating revenues - 27,629 27,629
Total operating revenues 250,848 27,629 278,477
Operating expenses
Salaries and benefits 419,700 21,629 441,329
Contract services 44 661 - 44 661
Materials and supplies 486,898 780 487,678
Depreciation 39,363 - 39,363
Other operating expenses 638 - 638
Total operating expenses 991,260 22,409 1,013,669
Operating income (loss) (740,412) 5,220 (735,192)
Nonoperating revenues
Federal grants 539,593 - 539,593
State grants 52,831 2,336 55,167
Donated commodities and other donations 56,963 - 56,963
Transfers 12,521 - 12,521
Loss on disposal of capital assets (982) - (982)
Interest income 577 - 577
Total nonoperating revenues 661,503 2,336 663,839
Net income (loss) (78,909) 7,556 (71,353)
Total net position, July 1, 2013 332,612 18,236 350,848
Total net position, June 30, 2014 $ 253,703 $ 25,792 $ 279,495

See notes to the financial statements
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation (Continued)

The district-wide statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program
of the District's governmental activities. Direct expenses are those that are specifically associated with a
service, program or department and are therefore clearly identifiable to a particular function. Program
revenues include charges paid by the recipient of the goods or services offered by the program and grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues are presented as general revenues of
the District, with certain limited exceptions. The comparison of direct expenses with program revenues
identifies the extent to which each business segment or governmental function is self-financing or draws
from the general revenues of the District.

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

The accounting and reporting treatment applied to a fund is determined by its measurement focus. All
governmental fund types are accounted for using a flow of current financial resources measurement
focus. The financial statements for governmental funds are a balance sheet, which generally includes
only current assets and current liabilities, and a statement of revenues, expenditures and changes in fund
balances, which reports on the changes in total net position. Proprietary funds and fiduciary funds are
reported using the economic resources measurement focus

The District has the following funds:

I. Governmental Fund Types

(A) The General Fund is the primary operating fund of the District. It accounts for financial
resources used for general types of operations. This is a budgeted fund and any unrestricted
fund balances are considered as resources available for use. This is a major fund of the District.

(B) The Special Revenue Fund accounts for proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are legally restricted to disbursements for
specified purposes. It includes federal financial programs where unused balances are returned
to the grantor at the close of specified project periods as well as the state grant programs.
Project accounting is employed to maintain integrity for the various sources of funds. The
separate projects of federally funded grant programs are identified in the schedule of
expenditures of federal awards included in this report on pages 43. This is a major fund of the
District.
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

Governmental Fund Types (Continued)

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

1. The Support Education Excellence in Kentucky (SEEK) Capital Outlay Fund receives those
funds designated by the state as Capital Outlay funds and is restricted for use in financing
projects identified in the District's facility plan.

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

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

Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal and interest and related cost; and, for the payment of interest
on general obligation notes payable, as required by Kentucky Law.

Proprietary Fund (Enterprise Fund)
The School Food Service Fund is used to account for school food service activities, including
the National School Lunch Program, which is conducted in cooperation with the U.S.

Department of Agriculture (USDA). The Food Service fund is a major fund of the District.

Fiduciary Fund Type (Agency and Trust Funds)

The Activity Funds account for activities of student groups and other types of activities requiring
clearing accounts. These funds are accounted for in accordance with Uniform Program of
Accounting for School Activity Funds.

The District applies all Governmental Accounting Standards Board (GASB) pronouncements to
proprietary funds as well as the Financial Accounting Standards Board (FASB) pronouncements
issued on or before November 30, 1989 unless those pronouncements conflict with or contradict
GASB pronouncements.
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Accounting

The basis of accounting determines when transactions are recorded in the financial records and reported
on the financial statements. District-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Proprietary and fiduciary
funds also use the accrual basis of accounting.

Revenues — Exchange and Non-exchange Transactions — Revenues resulting from exchange
transactions, in which each party receives essentially equal value, is recorded on the accrual basis when
the exchange takes place. On a modified accrual basis, revenues are recorded in the fiscal year in which
the resources are measurable and available. Available means that the resources wilt be collected within
the current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities
of the current fiscal year. For the District, available means expected to be received within sixty days of the
fiscal year end.

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

Unearned Revenue — Unearned revenue arises when assets are recognized before revenue recognition
criteria have been satisfied.

Grants and entitlements received before the eligibility requirements are met are recorded as unearned
revenue.

Expenses/Expenditures — On the accrual basis of accounting, expenses are recognized at the time they
are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation, are not
recognized in governmental funds.

Taxes

Property Tax Revenues — Property taxes are levied each September on the assessed value listed as of
the prior January 1, for all real and personal property in the county. The billings are considered due upon
receipt by the taxpayer; however, the actual date is based on a period ending 30 days after the tax bill
mailing. Property taxes collected are recorded as revenues in the fiscal year for which they were levied.
All taxes collected are initially deposited into the General Fund and then transferred to the appropriate
fund.
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Balance Reserves

Beginning with fiscal year 2012 the District implemented GASB Statement 54, “Fund Balance
Reporting and Governmental Fund Type Definitions.” This Statement provides more clearly defined
fund balance categories to make the nature and extent of the constraints placed on the District’'s fund
balance more transparent. The following classifications describe the relative strength of the spending
constraints placed on the purposes for which resources can be used:

Nonspendable fund balance - amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact;

Restricted fund balance — amounts constrained to specific purposes by their providers (such
as grantors, bondholders and higher levels of government), through constitutional provisions,
or by enabling legislation.

Committed fund balance — amounts constrained to specific purposes by the District itself,
using its decision-making authority; to be reported as committed, amounts cannot be used for
any other purpose unless the District takes the action to remove or change the constraint.

Assigned fund balance — amounts the District intends to use for specific purpose (such as
encumbrances); intent can be expressed by the District or by an official or body to which the
District delegates the authority.

Unassigned fund balance — amounts that are available for purpose; positive amounts are
reported only in the General fund.

It is the Board’s practice to liquidate funds when conditions have been met releasing these funds from
legal, contractual, Board or managerial obligations, using restricted funds first, followed by committed
funds, assigned funds, then unassigned funds.

Encumbrances are not liabilities and are not recorded as expenditures until receipt of material or
service. Encumbrances remaining open at the end of the fiscal year are automatically re-budgeted in
the following fiscal year. Encumbrances are considered a managerial assignment of fund balance in
the governmental funds balance sheet.

Net Position

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

Operating Revenues and Expenses
Operating revenues are those revenues that are generated directly from the primary activity of the

proprietary funds. For the District, those revenues are primarily charges for meals provided by the
various schools.
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Interfund Activity

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

NOTE 2 - ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect reported
amounts of assets, liabilities, designated fund balances, and disclosure of contingent assets and liabilities
at the date of the general purpose financial statements, and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

NOTE 3 - CASH AND CASH EQUIVALENTS

The District maintains its cash in bank deposit accounts which, at times, exceed federally insured limits.
The amounts exceeding the federally insured limits are covered by a collateral agreement and the
collateral is held by the pledging banks’ trust departments in the Districts name. The District has not
experienced any losses in such accounts and the District believes it is not exposed to any significant
credit risk on cash and cash equivalents.
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TRIMBLE COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
(Continued)

NOTE 5 - ACCUMULATED UNPAID SICK LEAVE BENEFITS

Upon providing proof of qualification as an annuitant from the Kentucky Teacher's Retirement System,
certified and classified employees will receive from the District an amount equal to 30% of the value of
accumulated sick leave. At June 30, 2014 this amount totaled approximately $217,770 for those
employees with twenty-seven or more years of experience or fifty-nine and a half years old. The District
has reserved $100,000 of its General Fund for unpaid sick leave benefits.

NOTE 6 - LEASE OBLIGATIONS AND BONDED DEBT

The amount shown in the accompanying financial statements as lease obligations represents the District's
future obligations to make lease payments relating to the bonds issued.

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

Issue Date Proceeds Rates
November 2002 $ 1,226,927 3.500%
September 2007 6,355,000 3.850%
October 2010 4,445 000 2.000% - 3.000%
July 2012 1,250,000 0.005% - 3.250%

The District, through the General Fund (including utility taxes and the Support Education Excellence in
Kentucky (SEEK) Capital Outlay Fund) is obligated to make lease payments in amounts sufficient to
satisfy debt service requirements on bonds issued by the Trimble County School District Finance
Corporation to construct school facilities.

The District entered into "participation agreements" with the School Facility Construction Commission
(Commission). The Commission was created by the Kentucky General Assembly for the purpose of
assisting local school districts in meeting school construction needs. Note 16 sets forth the amount to be
paid by the District and the Commission for each year until maturity of all bond issues. The liability for the
total bond amount remains with the District and, as such, the total principal has been recorded in the
financial statements.

All issues may be called prior to maturity and redemption premiums are specified in each issue.
Assuming no bonds are called prior to scheduled maturity, the minimum obligations of the District,
including amounts to be paid by the Commission, at June 30, 2014 for debt service (principal and interest)
are reported in Note 16.
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NOTE 8 - CONTINGENCIES

Grant Fund Approval

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

NOTE 9 - INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of loss of assets associated with the risks of fire, personal liability,
theft, vehicular accidents, errors and omissions, fiduciary responsibility, etc. Each of these risk areas are
covered through the purchase of commercial insurance. The District has purchased certain policies which
are retrospectively rated, which includes workers' compensation insurance.

NOTE 10 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. To obtain insurance for errors
and omissions, and general liability coverage, the District participates in the Kentucky School Boards
Insurance Trust Liability Insurance Fund. These public entity risk pools operate as common risk
management and insurance programs for all school districts and other tax supported educational
agencies of Kentucky who are members of the Kentucky School Boards Association. The District pays an
annual premium to each fund for coverage. The Liability Insurance fund pays insurance premiums of the
participating members established by the insurance carrier. The Trust can terminate coverage if it is
unable to obtain acceptable excess general liability coverage and for any reason by giving ninety (90)
days’ notice. In the event the Trust terminated coverage, any amount remaining in the Fund (after
payment of operational and administrative costs and claims for which coverage was provided) would be
returned to the member on a pro rata basis.

The District is self-insured for unemployment insurance benefits. The District reimburses the state for any
claims paid. The District purchases workers' compensation insurance through the Kentucky School
Boards Insurance Trust. In addition, the District continues to carry commercial insurance for all other risks
of loss. Settled claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.

NOTE 11 - DEFICIT OPERATING/FUND BALANCES
There are no funds of the District that currently have a deficit fund balance. However, the following funds

have operations that resulted in a current year deficit of revenues over expenditures, resulting in a
corresponding reduction of fund balance:

Construction Fund $ 1,233,060
General Fund 903,396
Capital Outlay Fund 304,448
Food Service Fund 78,909
Trimble County High School 14,486
Trimble County Middle School 9,287
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NOTE 16 - SCHEDULE OF LONG-TERM DEBT

2002R, 2007, 2010 and 2012 Series Bonds

Fiscal Trimble County KY School Facilities
Year School District Construction Commission
Total
Principal Interest Total Principal Interest Total Requirements
2014-2015 $ 388698 $ 203039 $ 591,737 $§ 256302 $ 130,314 $ 386616 $§ 978,353
2015-2016 397,178 194,606 591,784 262,822 123,203 386,025 977,809
2016-2017 405,247 185,108 590,355 269,753 115,640 385,393 975,748
2017-2018 417,960 174,882 592,842 277,040 107,719 384,759 977,601
2018-2019 430,222 163,308 593,530 284,778 99,218 383,996 977,526
2019-2020 442,048 150,578 592,626 292,952 90,151 383,103 975,729
2020-2021 453,578 137,572 591,150 301,422 80,685 382,107 973,257
2021-2022 474,675 123,540 598,215 315,325 70,632 385,957 984,172
2022-2023 428,793 101,534 530,327 236,207 60,203 296,410 826,737
2023-2024 446,876 84,677 531,553 243,124 51,861 294,985 826,538
2024-2025 464,687 67,130 531,817 255,313 42,953 298,266 830,083
2025-2026 487,216 48,806 536,022 262,784 33,694 296,478 832,500
2026-2027 504,452 29,716 534,168 275,548 24,073 299,621 833,789
2027-2028 519,619 10,003 529,622 235,381 15,008 250,389 780,011
2028-2029 - - - 70,000 9,900 79,900 79,900
2029-2030 - - - 75,000 7,906 82,906 82,906
2030-2031 - - - 75,000 5,703 80,703 80,703
2031-2032 - - - 80,000 3,281 83,281 83,281
2032-2033 - - - 65,000 1,016 66,016 66,016

$ 6261249 § 1674499 § 7,935748 § 4133751 $ 1,073,160 _$ 5206911 _§13,142,659

A summary of the changes in the outstanding principal for the District during the fiscal year ended June
30, 2014 is as follows:

Balance Balance
Governmental Activities July 1, 2013 Additions Payments June 30, 2014
Bond Obligations $ 11,035,000 $ - $ 640,000 $10,395,000

NOTE 17 - PRIOR YEAR RESTATEMENT

For the year ended June 30, 2014, the District adopted GASB 65 ltems Previously Reported as Assets
and Liabilities. As a result of this adoption, the beginning net assets of the government fund activities
have been decreased by $356,575. The governmental funds had a balance at June 30, 2013 of
$16,461,708. The balance should have been $16,105,133. The change is a result of the write off of the
amortized costs associated with the deferred loss on a bond’'s refunding. The net effect of these
restatements was $356,575.

NOTE 18 - SUBSEQUENT EVENTS

Subsequent events were considered through November 13, 2014, which represents the release date of
our report.
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Combining Balance Sheet — Nonmajor Governmental Funds
Year Ended June 30, 2014

Total
Debt Non-Major
Capital Outlay Building Service Government
Fund Fund Fund Funds
Asssets
Current
Cash and cash equivalents $ 10,577 $ 120,823 $ - 131,400
Total assets $ 10,577 $ 120,823 $ - 131,400
Liabilities and Fund Balance
Fund Balance
Restricted:
Capital projects fund $ 1,004 $ - $ - 1,004
Other 9,573 120,823 - 130,396
Total fund balance 10,577 120,823 - 131,400
Total liabilities and fund balance 3 10,577 $ 120,823 $ - 131,400
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TRIMBLE COUNTY SCHOOL DISTRICT

Combining Statement of Revenues Expenditures and

Changes in Fund Balances — Nonmajor Governmental Funds
Year Ended June 30, 2014

Total
Debt Nonmajor
Capital Outlay Building Service Government
Fund Fund Fund Funds
Revenues
Taxes 3 - 292,654 - $ 292,654
Earnings on investments 605 631 - 1,236
State sources 126,576 174,522 395,375 696,473
Total revenues 127,181 467,807 395,375 990,363
Expenditures
Debt service:
Principal - - 640,000 640,000
Interest - - 350,363 350,363
Total expenditures - - 990,363 990,363
Excess (deficit) of revenues over expenditures 127,181 467,807 (594,988) -
Other financing soureces (uses)
Operating transfers in - - 594,988 594,988
Operating transfers out (431,629) (467,807) - (899,436)
Total other financing sources(uses) (431,629) (467,807) 594,988 (304,448)
Net change in fund balance (304,448) - - (304,448)
Fund balance, July 1, 2013 315,025 120,823 - 435,848
Fund balance, June 30, 2014 $ 10,577 120,823 - $ 131,400
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Statement of Receipts, Disbursements and Fund Balances

TRIMBLE COUNTY SCHOOL DISTRICT

Trimble County High School Activity Funds
Year Ended June 30, 2014

Fund Fund
Balance Balance
July 1, 2013 Receipts Disbursements June 30, 2014
8th region basketball coaches $ 1,148 - $ 670 3 478
Academic team - 1,793 1,378 415
Agricultural fees - 2,605 1,320 1,285
AP exams 258 4153 4,090 321
Art club 824 410 257 977
Art fees 860 1.375 1,974 261
Athletic drink machine 36 1,124 1,160 -
Athletics 222 34,653 32,205 2,670
Athletics concessions - 18,904 18,265 639
Band 747 5,121 5,868 -
Baseball 2,111 10,487 11,372 1,226
Baseball clothing - 2,229 1,791 438
Beta club 408 4,527 3,180 1,755
Biology/Anatomy 515 487 676 326
Bookstore 270 57 190 137
Boys basketball 826 14,971 15,797 -
Boys golf - 2,685 2,685 -
Business fees 240 1,465 690 1,015
CBl 1,073 892 935 1,030
Charities 241 953 856 338
Cheerleaders - 12,145 11,921 224
Chemistry lab 63 75 - 138
Class A ticket sales - 2,640 2,640 -
Class A transportation - 160 . 160
Coach association dues - 720 720 -
Computer lab fees 488 1,929 2,396 21
Cooking Club 10 378 189 199
Courtyard 18 - - 18
Credit recovery/E-school 5,645 59 - 5,704
Cross country 3,285 7,232 7,283 3,234
Dance team 676 3,411 3,591 496
District softball - 1,450 1,450 -
Down syndrome - 141 141 -
Drama 4,790 4,800 6,885 2,705
Families in need 74 10 84 -
FBLA 136 2,993 3,112 17
FCA 258 - - 258
FFA 585 9,274 9,329 530
Field trips 776 - 776 -
Flower and gift fund 78 897 975 -
Football 13,788 26,169 39,957 -
Forensic 320 250 - 570
Freshman class 189 596 785 B
General 23,191 1,393 21,166 3,418
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TRIMBLE COUNTY SCHOOL DISTRICT

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2014

SECTION | -SUMMARY OF AUDITOR’S RESULTS
Financial Statements

Type of auditor's report issued: _Unmodified

Internal control over financial reporting:
o Material weakness(es) identified? Yes X ) No

o Significant deficiency(ies) identified that are not considered to be

material weaknesses? Yes X None noted
Noncompliance material to financial statements noted? Yes X No
Federal Awards
Internal control over major programs:
¢ Material weakness(es) identified? Yes X No

e Significant deficiency(ies) identified that are not considered to be
material weaknesses? Yes X None noted

Type of auditor’s report issued on compliance for major programs: _Unmodified

Any audit findings disclosed that are required to be reported in
accordance with Section 510(a) of Circular A-1337? Yes X No

Identification of major programs

CFEDA No. Name of Federal Program or Clusters
10.553/10.555/10.559  Child Nutrition Cluster
93.600 Head Start
Dollar threshold used to distinguish between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? Yes X No

SECTION Il - FINANCIAL STATEMENT FINDINGS
No matters are reportable
SECTION Illl - FEDERAL AWARD FINDINGS AND QUESTIONED COST

No matters are reportable
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TRIMBLE COUNTY SCHOOL DISTRICT

Management Letter Comments (Continued)
Year Ended June 30, 2014

In planning and performing our audit of the financial statements of Trimble County School District for the
year ended June 30, 2014, we considered the District's internal control structure to determine our auditing
procedures for the purpose of expressing an opinion on the financial statements and not to provide
assurance on the internal control structure.

This letter summarizes our comments and suggestions regarding those matters. A separate report dated
November 13, 2014 contains our report on significant deficiencies and material weaknesses in the
District's internal control structure. This letter does not affect our report dated November 13, 2014, on the
financial statements of the Trimble County School District.

CURRENT YEAR RECOMMENDATIONS

CENTRAL OFFICE
No matters are reportable
ACTIVITY FUNDS

TRIMBLE COUNTY HIGH SCHOOL

No matters are reportable

TRIMBLE COUNTY MIDDLE SCHOOL

No matters are reportable

BEDFORD ELEMENTARY SCHOOL

2014-01: Receipts not properly labeled

Criteria — Per best practices recommended by the Kentucky Department of Education, schools should
record all receipts, including, but not limited to, a description of the receipt, in the appropriate account
ledger and fund ledger.

Condition — During the testing of the Activity Funds, it was noted that the only description of cash receipts
was the activity fund account the receipt went to.

Effect — Proper documentation of the cash receipt process was not properly followed.
Cause — Internal controls were not properly followed as designed by the District.

Recommendation — We recommend that the account ledger and fund ledger are filled out correctly for all
cash receipts.

Board Response —The finance director will hold additional training for the appropriate individuals to
strengthen the internal controls.
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Year Ended June 30, 2014

CURRENT YEAR RECOMMENDATIONS (Continued)

2014-02: Monies on hand were not deposited on a timely basis

Criteria — Per best practices recommended by the Kentucky Department of Education, monies collected
should be deposited on a daily basis. If the amount is less than $100, the monies should be deposited on
a weekly basis at a minimum.

Condition — During the testing of the Activity Funds, it was noted that monies received were not deposited
until three days after receipt.

Effect — Proper procedures of the cash collection and deposit process were not followed.
Cause - Internal controls were not properly followed as designed by the District.

Recommendation — We recommend that all monies received are deposited on a daily basis regardless of
the amount received.

Board Response — The finance director will hold additional training for the appropriate individuals to
strengthen emphasis that deposits need to be deposited in a timely fashion.

MILTON ELEMENTARY SCHOOL

2014-03: Monthly financial statements and bank reconciliations not prepared and reviewed timely
Criteria — Per best practices recommended by the Kentucky Department of Education, schools should
have a process in place to prepare and review the monthly financial reports and bank reconciliations each
month.

Condition — During the testing of the Activity Funds, it was noted that several of the monthly reports and
bank reconciliations were either not signed off on in a timely manner or not signed off on at all.

Effect — Proper documentation of the monthly financial process was not followed.
Cause - Internal controls were not properly followed as designed by the District.
Recommendation — We recommend that the financial secretary prepare and submit the monthly financial
reports and bank reconciliations to the principal for review each month. Further, we recommend the
district finance officer to work with the financial secretary to ensure the monthly reports and bank

reconciliations are being prepared timely.

Board Response — The finance director will hold additional training for the appropriate individuals to
emphasis the timely creation and preparation of the statements.
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