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INDEPENDENT AUDITOR’S REPORT

Kentucky State Committee for School District Audits

Member of the Board of Education

Fleming County School District

Flemingsburg, Kentucky 41041

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

I conducted my audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; the provisions of Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the audit requirements prescribed by the Kentucky State Committee for School District Audits in Appendix I of the Independent Auditor’s Contract – General Audit Requirements, Appendix II of the Independent Auditor’s Contract – State Audit Requirements, and Appendix III of the Independent Auditor’s Contract – Audit Extension Request, and Appendix IV of the Independent Auditor’s Contract - Instructions for Submission of the Audit Report and appropriately referenced in the various reports within the audit. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis for my opinion. 

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental activities, business-type activities, each major fund and the aggregate remaining fund information of Fleming County School District as of June 30, 2012 and the respective changes in financial position and cash flows of its business-type activities for the year then ended in conformity with accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, I have also issued a report dated November 6, 2012, on my consideration of Fleming County School District’s internal control over financial reporting and on my tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that report is to describe the scope of my testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on compliance.  That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the results of my audit.

The Management’s Discussion and Analysis and budgetary comparison information on Page 3 through 9 is not a required part of the basic financial statements but is supplementary information required by accounting principles generally accepted in the United States of America. I have applied certain limited procedures, which consisted principally of inquires of management regarding the methods of measurement and presentation of the supplementary information. However, I did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Fleming County School District’s financial statements as a whole. The introductory section, combining and individual nonmajor fund financial statements, and statistical section are presented for purposes of additional analysis and are not a required part of the financial statements.  The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of the 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 financial statements.  The information has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to prepare the financial statements or to the financial statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of America.  In my opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.  The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

Donna J. Hendrix, CPA
DONNA J. HENDRIX, CPA

Morehead, Kentucky

November 6, 2012
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
As management of the Fleming County School District (the District), we offer the 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, 2012. We encourage readers to consider the information presented here in conjunction with the additional information that we have provided in the basic financial statements and the notes to the basic financial statements to enhance their understanding of the District’s performance.

Financial Highlights

· The overall assets of the District exceeded its liabilities at June 30, 2012 by $10,035,443.

· The District’s overall net assets decreased $1,000,036 during the fiscal year’s operations.

· Governmental activities general revenues accounted for $13,736,987 or 61 percent of all revenues.  Program specific revenues in the form of charges for services and sales, grants, contributions and interest accounted for $8,653,072 or 39 percent of total revenues $22,512,383.

· The District had $23,443,027 in expenses related to governmental activities; only $8,653,072 of these expenses were offset by program specific charges for services and sales, grants, contributions and interest.
· The District is in the processing of building one new school and constructing a new gym for an existing school. This is being financed through Qualified School Construction Bonds.
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012

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 comprise three components: 1) government-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.

Government-Wide Financial Statements

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

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

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

The government-wide financial statements distinguish functions of the District that are principally supported by property taxes and intergovernmental revenues (government activities) from functions that are intended to recover all or a significant portion of their costs through user fees and charges (business-type activities). The governmental activities of the District include instruction, support services, operation and maintenance of plant, student transportation and operation of non-instructional services.  The business-type activity of the District includes the Food Service Fund. Fixed assets and related debt is also supported by taxes and intergovernmental revenues. 

The government-wide financial statements can be found on pages 10 and 11 of this report.

Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for specific activities 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, 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 food service operations. All other activities of the District are included in the governmental funds.

The basic governmental fund financial statements can be found on pages 12 and 14 of this report.
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
Note to the Financial Statements
The notes provided additional information that is essential to a full understanding of the data provided in the government-wide and fund financial statements. The notes to the financial statements can be found on pages 23-39 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net assets may serve over time as a useful indicator of a government’s financial position. In the case of the District, total assets exceeded liabilities by $10,035,443 as of June 30, 2012, a $1,000,036 decrease over FY 2011.
The largest portion of the District’s net assets (67%) reflects its investment in capital assets (e.g., land and improvements, buildings and improvements, vehicles, furniture and computer equipment, and construction in progress), less any related debt used to acquire those assets that is still outstanding. The District uses these capital assets to provide services to its students; consequently, these assets are not available for future spending. Although the District’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities. 

Net Assets for the period ending June 30, 2012, as comparable to June 30, 2011:






          2012


2011
Current Assets


             
$12,737,171


$2,728,013

Noncurrent Assets


  26,505,828

             21,939,445
Total Assets



 39,242,999


24,728,458

Current Liabilities


  3,452,824

                  259,000

Noncurrent Liabilities


25,754,732


12,257,069
Total Liabilities


29,207,556


13,692,980

Net Assets






Investment in capital assets (Net of Debt)  267,271

  
9,136,567

Restricted



9,612,312


    142,487

Unrestricted Fund Balance

   155,860


 2,165,421
Total Net Assets

          $10,035,443

          $11,444,475

The governmental activities current and other assets increased by $14,463,972. These increases are due to the current construction projects that are ongoing at the District as of fiscal year end.  Loan proceeds have been received thus significantly increasing the cash during fiscal year 2012 over fiscal year 2011.

Invested in capital assets, net of related debt decreased $8,869,296 during fiscal year 2012. This is due to the construction project, in which the debt has been issued, but the assets have not yet been completed.  
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
Comments on Budget Comparisons
· The District’s total governmental funds revenues for the fiscal year ended June 30, 2012, net of inter-fund transfers were $22,512,383 compared with $22,286,033 in 2011.  Of which, $16,366,472 was general fund revenue which primarily consisted of the state program, property, utilities, and motor vehicle taxes.  This was an increase of $945,000 from the 2010-2011 general fund revenue.  

· Excluding inter-fund transfers, there was $17,804,348, in General Fund Expenditures.

· The total cost of General Fund programs and services was $17,771,348, net of debt service and facilities acquisition and construction.

· General Fund budget expenditures to actual varied significantly in District Instructions by $1,236,645 due to on-behalf payments are not budgeted.

· For Fiscal year 2012, the carryover from previous years was used to cover expenditures to enhance the total educational program for our students and community. The remaining carryover monies are retained by the District to maintain financial security for the District.
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
The following table shows the changes in net assets for fiscal years 2012 and 2011:








          2012

       2011


Revenues:



    Local revenue sources

     $ 3,425,187 
            $  3,363,220


    State revenue sources

                   16,081,478 
               15,011,586


    Federal Revenue


        2,869,557

    3,861,469
                            Other Sources                                                   136,162                         49,758


       Total revenues


     $22,512,383
            $ 22,286,033


Expenses:



    Instruction



      13,931,304                13,508,314


    Student Support Services

        1,242,000

       925,000


    Instructional Support

        
        1,204,000

    1,158,000



    District Administration

           907,000

    1,149,000


    School Administration

          773,000

       853,000


    Plant Operations


       2,067,000

    2,488,000


    Student Transportation

       1,317,000

    1,396,000


    Business Support                 
                       138,000     
       163,000


    Adult Education                

                -0-  
                          -0-

                            Community Support                                        218,000                       223,000


    Facility acquisition and Construction         5,278,000

      329,000


    Debt Service


                    1,605,000
                1,304,000


Total expenses


                $28,681,000
             $23,496,000


Revenue in Excess (Deficit) 



of Expenditures        
     
                $(6,168,000)                $(1,210,000)

It should be noted that the deficits shown above are mainly due to the inclusion of facility construction in expenditures. The construction projects were financed through bond issues and thus, current revenues as listed above were not used to pay construction cost.
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
Fund 1-General Fund Revenue

The majority of revenue in 2012 was derived from state funding, which made up 82% of total revenue. Local revenues made up 18% of total revenue, which was comparable to FY 2011. The greatest amount of revenue is spent on instruction expenditures. This makes up 63% of the budget. The instruction function includes the SBDM expenditures for staff and supplies. Student support staff makes up 5.2%, and includes attendance services, guidance counseling, health services, psychological testing; speech, hearing, and vision services. Instructional support staff makes up 3.0%, and includes staff support personnel and librarians. District administration support makes up 5.1%, and includes workers comp, sick leave pay for retirees, contingency, property insurance, tax collection fees, and superintendent’s office expenses. School administration support makes up 4.3%, and includes principals and secretaries expenses. Business support services make up 1%, and include the finance office and other central office expenditures. Plant operation and management, student transportation, and capital outlay make up 11.2%, 7.4% and less than 1%, respectively, of total expenditures. 

Fund 2- Special Revenue Fund

The majority of revenue was derived from federal sources (70%) with the state revenue making up 29% and the remaining 1% derived from local sources. The function with the greatest percentage of expenditures is instruction at 67%.
Fund 51 – Food Service Fund

Revenue is received from local, state, and federal monies. The largest being federal, which makes up 63%, State (8%), and local (29%). Fund 51 (food service) currently maintains a CD in the amount of $45,000.
Fund 310 and Fund 320

Fund 310 is the capital outlay fund and Fund 320 in the building fund (FSPK). State funding makes up Capital Outlay, and the building fund includes both state and local revenues. During FY12 FSPK funds were used to make bond payments on existing debt. Capital Outlay funds also supported existing debt service along with property insurance payments for the district.
Fund 360

Fund 360 is the fund used for new building construction or renovations. There are two construction projects currently in progress – one is for new construction of Ewing Elementary and the other is for renovations of Hillsboro Elementary.  

Budgetary Implications

In Kentucky, the public school fiscal year is July 1 - June 30; other programs, i.e. some federal programs operate on a different fiscal calendar, but are reflected in the District overall budget. By law the budget must have a minimum 2% contingency. The District adopted a budget with $960,155 in contingency (5.8%). The cash balance for beginning the next fiscal year is $11,850,000. Significant Board action that impacts the finances include a pay increases for all certified and classified employees. 
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FLEMING COUNTY SCHOOL DISTRICT

FLEMINGSBURG, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

YEAR ENDED JUNE 30, 2012
Questions regarding this report should be directed to the Superintendent, Tom Price or to his REPRESENTATIVE, Assistant Director of Financial Services Blake Price, or by mail at:


Fleming County School District


211 West Water Street

            Flemingsburg, Kentucky 41041
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FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(1) Reporting Entity

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

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

The financial statements of the District include those of separately administered organizations that are controlled by or dependent on the Board. Control or dependence is determined on the basis of budget adoption, funding and appointment of the respective governing board.

Based on the foregoing criteria, the financial statements of the following blended component unit is included in the accompanying financial statements:

      Fleming County School District Finance Corporation
The Fleming County School District Board of Education resolved to authorize the establishment of the Fleming County School District Finance Corporation (a nonprofit, non-stock, public and charitable corporation organized under the School Bond Act and KRS 273 and KRS Section 58.180) as an agency of the Board for financing the costs of school building facilities. The Board Members of the Fleming County School District Board of Education also comprises the Corporation’s Board of Directors.
(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
     Basis of Presentation
      District-wide Financial Statements –
The statement of net assets and the statement of activities provide information about the District as a whole. These financial statements report information on the District’s nonfiduciary activities with most of the interfund activities removed. The statements also distinguish between governmental and business-type activities. Governmental activities include programs supported primarily by taxes, state funding, grants, and other intergovernmental revenues. Business-type activities are financed in whole or part by fees charged for goods and services.
The district-wide financial statements use the economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is occurred, regardless of timing and related cash flows. This is the same approach that is used in preparing proprietary fund financial statements, but differs from the manner in which governmental fund financial statements are prepared. Therefore, Governmental Fund financial statements include reconciliations with brief explanations to better indentify the relationship between the District-Wide Financial statements and the statements for governmental funds. 
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FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(CONTINUED)

The statement of activities indicates the degree to which the direct expenses of a given function are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific                                                                                                                                                
       function. Program revenue include 1) charges for goods and services provided by given      

      function and 2) grants and contributions that are restricted for meeting operational or capital     

       requirements of a particular function. Taxes or other revenue not directly related to a   

       particular function are reported as general revenues. The net costs by function or business-  

        type activity are normally covered by general revenues.

 Fund Financial Statements-
    The financial transactions of the District are reported in individual funds in the fund financial   

    statements. Each fund is accounted for by providing a separate set of self-balancing accounting   

    records that comprise its assets, liabilities, reserves, fund equity, revenues, and 
    expenditures/expenses. The District’s funds are reported in three major categories of 
     governmental, proprietary, and fiduciary. An emphasis is placed on major funds within the 
     governmental and proprietary categories. Each major fund is presented in a separate column.
     Nonmajor funds are aggregated and presented in a single column. A fund is considered major   

    if  it is the primary operating fund of the District or if it meets the following criteria:

· Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or proprietary fund are at least ten percent of the corresponding total for all funds of that category type.

· Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or proprietary fund are at least five percent of the corresponding total for all governmental and proprietary funds combined.

· The district believes the fund is particularly important to the financial statement users

      The District reports the General Fund, Special Revenue Fund, Construction Fund, and Food   

      Service Fund as major funds. All other funds are considered nonmajor and are thus, reported 
       in aggregate as “other governmental funds”. Outlined below are descriptions of all of the 
      funds of the District:

I.  Governmental Funds
Governmental fund financial statements use the current financial resources measurement focus and the   modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities, and fund balances are included on the balance sheet. Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in the fund balance. The modified accrual basis of accounting recognizes revenues when they become measurable and available as assets. Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred. An exception to this general rule is interest on general long-term debt, which is recognized as expenditure when paid. Summarized below are descriptions of governmental funds utilized by the District: 
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FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(CONTINUED)
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. 
b. The Special  Revenue  Fund  accounts for  proceeds of  specific revenue sources (other than  expendable trust  or  major capital projects) that  are legally restricted  to  disbursements  for  
specified purposes. It includes federal financial programs where unused balances are returned to the grantor at the close of the specified project periods, as well as the state grant programs. Project accounting is employed to maintain integrity for the various sources of funds. The separate projects of  federally-funded  grant  programs are  identified  in  the  Schedule  of Expenditures of  Federal  Awards included  in this report.
c. 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   

        fund).

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  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 of capital facilities.  

d. The  Debt  Service  Funds are  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.

II. Proprietary Funds ( Enterprise Funds) 

Proprietary are accounted for on a flow of economic resource measurement focus. With this   measurement focus, all assets and liabilities associated with the operation of these funds are included on the statement of net assets. Proprietary fund-type operating statements present increases ( i.e. revenues) and decreases (i.e. expenses) in net assets. Fixed assets of the proprietary fund are recorded at cost less accumulated depreciation. Depreciation on fixed assets is recorded using the straight-line method over the assets estimated useful lives. Under the basis of accounting and measurement focus, the District applies (a) all GASB pronouncements and (b) FASB and Interpretations, APB opinions, and Accounts Research Bulletins issued on or before November 30, 1989, except those that conflict with a GASB pronouncement. The District’s Proprietary funds are comprised of the following:

a. 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). Amounts have been recorded in the Fund for the estimated fair market value of  in-kind commodities received from the USDA.
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FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(CONTINUED)
III. Fiduciary Fund Types

       Fiduciary fund financial statements use the economic resources measurement focus.

a.  The Agency Fund is comprised of Activity accounts for student groups and other
             types of activities requiring clearing accounts. These funds are accounted for in 

             accordance with Uniform Program of Accounting for School Activity Funds.

b.  The Private Purpose Trust Fund represents scholarship funds that provide funding for     

         students’ higher education in accordance with terms and conditions specified by donors

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 will 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.

Non-exchange transactions, in which the District receives value without directly giving equal value in return, include property taxes, grants, entitlements and donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements and donations is recognized in the fiscal year in which all eligibility 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 it can be recognized.
When both restricted and unrestricted resources are available, it is the District’s policy to use restricted resources first, then unrestricted resources, as they are needed.

Deferred Revenue 

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

Property Taxes

Property taxes collected are recorded as revenues in the fund for which they were levied. The District’s ad valorem property tax is levied each October 1 on the assessed value listed as of the prior January 1 for all real and business personal property located in the District. 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 initially deposited in the General Fund and then transferred to the appropriate fund.
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FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
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The property tax rates assessed for the year ended June 30, 2012, to finance the General Fund operations were $.411 per $100 valuation for real property, $.419 per $100 valuation for business personal property and $.559 per $100 valuation for motor vehicles.                                                                       
The District levies a utility gross receipts license tax in the amount of 3% of the gross receipts derived from the furnishings, within the county, of telegraphic communications services, cablevision services, electric power, water, and gas.
Cash and Cash Equivalents

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

Inventories

The Proprietary Fund records inventory at cost, determined on the first-in, first-out basis, using the accrual basis accounting.

Capital Assets

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

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements during the year. Donated fixed assets are recorded at their fair market values as of the date received. The District maintains a capitalization threshold of one thousand dollars ($1000) with the exception of computers, digital cameras and real property for which there is no threshold. The District does not possess any infrastructure. Improvements are capitalized; the cost of normal maintenance and repairs that do not add to the value of the asset or materially extend an assets life are not capitalized.
All reported capital assets are depreciated. Improvements are depreciated over the remaining useful lives of the related capital assets. Depreciation is computed using the straight-line method over the following useful lives for both general capital assets and 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

                                           Rolling stock                                                                  15 years




Other





 10 years
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Interfund Assets/Liabilities
On fund financial statements, receivables and payables resulting from short-term interfund loans are classified as “interfund receivables/payables”. These amounts are eliminated in the governmental and business-type activities columns of the statements of net assets, except for the net residual amounts due between governmental and business-type activities, which are presented as internal balances.
Long-term Debt

In the district-wide financial statements. Long-term debt and other long-term obligations are reported as liabilities in the applicable governmental activities or business-type activities statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the straight line method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts as well as bond issuance costs during the current period. The face amount of the debt issued is reported as other financing sources. Premiums received on debt issuances are reported as other financing sources whole discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as expenditures.
Equity Classifications

  District-Wide Financial Statements:

    Equity is classified as net assets and reported in three components:

I. Invested in capital assets, net related debt-Consists of capital assets net of accumulated 
   depreciation and reduced by outstanding bonds, notes, or other borrowings that are 
              attributable to the acquisition, construction, or improvement of those assets.
II. Restricted net assets- Consist of net assets with constraints placed on the use either by 
external groups (creditors, grantors, or regulations) or law through constitutional   provisions or enabling legislation.
III. Unrestricted net assets- All other net assets that do not meet the definition of “invested” 
   or “restricted” as outlined above
 Fund Financial Statements:
Fund Balance Designation

Beginning with fiscal year 2011, the District implemented GASB 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 a government’s fund balance more transparent.  The classifications are the following  listed from the highest level of strength :  Nonspendable, Restricted, Committed, Assigned, and Unassigned.  
-28-
FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(CONTINUED)
1. For committed fund balance: (1) the government’s highest level of decision-making authority and (2) the formal action that is required to be taken to establish (and modify or rescind) a fund balance commitment.

2. For assigned fund balance:  (1) the body of official authorized to assign amounts to a specific purpose and (2) the policy established by the governing body pursuant to which that authorization is given.

3. For the classification of fund balances:

(a) Whether the government considers restricted or unrestricted amounts to have been spent when an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, and
(b) Whether committed, assigned, or unassigned amounts are considered to have been spent when an expenditure is incurred for purposes for which amounts in any of those unrestricted fund balance classifications could be used.

Budgetary Process 

The District is required by state law to adopt annual budgets for the general fund and special revenue fund. Each budget is presented on the modified accrual basis of accounting which is consistent with the fund financial statement presentation with the exception of employee benefits paid by the state on behalf of the district. Such benefits are reported as expenditures in the General Fund Financial statements based on labor distribution, but are not included in the annual budget. See note 7 for function allocation.
Once the budget is approved, it can be amended. As required by law, amendments must be made before the fact and cannot occur after fiscal year-end. Proposed amendments are presented to the Board for approval and are reflected in the official minutes of the meetings.

Encumbrance Accounting

Encumbrances are not liabilities and, therefore are not recorded as expenditures until receipt of material or service. For budgetary purposes, appropriations lapse at fiscal year-end and outstanding encumbrances at year-end are reappropriated in the next year. A reservation of fund balance equal to actual result and the applicable budgetary date presented in the accompanying combined financial statements.

ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires the District’s management to make estimates and assumptions that affect reported amounts of assets, liabilities, 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.
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(4) Accumulated Sick Leave Benefits

Upon retirement from the school system, an employee will receive from the District an amount equal to 30% of the value of accumulated sick leave. The District follows the vesting method of calculation and the assumption that it is probable that all vested employees with ten years of experience will eventually retire from the District and become eligible for termination payments. The following is a summary of the District’s sick leave transactions for the year as disclosed in the government-wide financial statements:

                  Balance                                                      Balance 
         Due Within

                06/30/11      Additions      Payments           06/30/12           One Year
               $ 890,544     $  238,822     $  (30,672)           $1,098,694           $  -


For governmental fund financial statements the current portion of unpaid accrued sick leave is the amount expected to be paid using expendable available resources. These amounts are recorded in the account “accumulated sick leave payable” in the general fund. The noncurrent portion of the liability is not reported in the fund financial statements, but is reflected in the statement of net assets.
 (5) Bond Debt and Lease Obligations
The amount shown in the accompanying financial statements as bond obligations represents the District’s future obligations to make lease payments relating to the bonds issued by the Fleming County School District Finance Corporation aggregating $16,020,180. The original amounts of the issues, the issue dates, and interest rates are summarized below.

[image: image1.emf]Issue Original Amount Interest Rates

1998 KISTA 400,180 $           4.00 - 5.40%

2003R 2,970,000           1.10 - 3.50%

2004 855,000              3.00 - 4.90%

2004B 2,725,000           2.00 - 4.30%

2006 1,545,000           3.65 - 4.30%

2008R 2,320,000           3.00 - 3.30%

2008 2,330,000           4.05%

2010R 2,875,000           0.60 - 2.75%

2011 2,665,000           1.20 - 4.25%

2011QSCB 11,918,000          4.65%

2012R 2,820,000           0.50 - 2.40%

33,423,180 $      


The District, through the General Fund (including utility taxes),  Building (FSPK) Fund, and the SEEK Capital Outlay Fund is obligated to make lease payments in amounts sufficient to satisfy debt service requirements on bonds issued by the Fleming County School District Finance Corporation to construct school facilities. The District has an option to purchase the property under lease at any time by retiring the bonds then outstanding.

Discounts associated with outstanding bond issues and gain/loss related to bond defeasances are netted against bonds outstanding and amortized over the lives of the respective debt.
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Note 10 - Bond Debt and Lease Obligations (continued)

[image: image2.emf]Balance at 

06/30/11 Additions Reductions

Balance at 

06/30/12

Amounts 

Due in One 

Year

Governmental Activities:

    General Obligation Bonds 9,773,000 $    -                (3,193,000)     6,580,000 $    739,000 $   

    School Building Refunding

      Revenue Bonds 2010 2,765,000       -                (85,000)         2,680,000       95,000        

    School Building Revenue

      Bonds 2011 -                2,665,000       -               2,665,000       40,000        

    Qualified School Construction

       Bonds Taxable Series 2011 -                11,918,000     -               11,918,000     -             

    School Building Refunding

      Revenue Bonds 2012 -                2,820,000       (35,000)         2,785,000       40,000        

Less unamortized charges:

    Advanced refunding (248,344)        (285,317)        38,205          (495,456)        -             

    Bond discounts (115,131)        42,408          (72,723)          -             

Totals 12,174,525 $  17,117,683 $  (3,232,387) $  26,059,821 $  914,000 $   

School Building Refunding Revenue Bonds (2010)
On August 1, 2010, the District issued $2,875,000 in revenue bonds for the purpose of advance refunding the 2001 General Obligation Bonds.  The average rate on the refunded bonds was 4.84% while the rate on the new debt is 4.00%.  The net proceeds of $2,814,373 (after payment of $60,627 in underwriting fees, insurance and other issuance costs) were used to purchase U.S. Government securities.  Those securities were deposited into an irrevocable trust with an escrow agent to provide for future debt service payments on the 2001 bonds.  As a result, the 2001 bonds are considered defeased and the liability for those bonds has been removed from the balance sheet.  The refunded bonds are serial bonds.  The bonds were issued for a ten year period, with final maturity in June 2021.  The bonds will be retired from the Debt Service Fund.

The refunding resulted in a difference of $149,373 between the net carrying amount of the debt and the acquisition price.  This difference, reported in the accompanying financial statements as a decrease to bonds payable, is being amortized to interest expense over the life of the bonds using the straight-line method.  The District’s total debt service payments decreased by $326,245 as a result of the advance refunding.  The District also incurred an economic gain (difference between the present values of the old and new debt service payments) of $280,714.

School Building Revenue Bonds (2011)
On October 1, 2011, the District issued $2,665,000 in revenue bonds for the purpose of making improvements to the Hillsboro Elementary School.  Of these bonds, $165,000 are serial bonds which mature on October 1, 2021, and $2,500,000 are term bonds with stated maturities noted below.  The bonds were issued for a twenty-one year period with final maturity at October 1, 2031.  The bonds will retire from the Debt Service Fund.
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Note 10 - Bond Debt and Lease Obligations (continued)
The term bonds, issued at $2,500,000, are due on October 1 of each year, according to the following schedule:


[image: image3.emf]Year Amount

2014 125,000 $         

2017 135,000            

2020 140,000            

2023 340,000            

2025 380,000            

2027 420,000            

2029 460,000            

2031 500,000            

Total 2,500,000 $      


The term bonds due October 1, 2014, are subject to mandatory sinking fund redemption prior to maturity at a redemption price of 100% of the principal amount to be redeemed, plus accrued interest to the redemption date, on October 1, in the years and in the principal amounts as follows:


[image: image4.emf]Fiscal Year Amount

2012 40,000 $      

2013 45,000         

2014 40,000         

Total 125,000 $    


The term bonds due October 1, 2017, are subject to mandatory sinking fund redemption prior to maturity at a redemption price of 100% of the principal amount to be redeemed, plus accrued interest to the redemption date, on October 1, in the years and in the principal amounts as follows:


[image: image5.emf]Fiscal Year Amount

2015 45,000 $      

2016 45,000         

2017 45,000         

Total 135,000 $    
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Note 10 - Bond Debt and Lease Obligations (continued)
The term bonds due October 1, 2020, are subject to mandatory sinking fund redemption prior to maturity at a redemption price of 100% of the principal amount to be redeemed, plus accrued interest to the redemption date, on October 1, in the years and in the principal amounts as follows:


[image: image6.emf]Fiscal Year Amount

2018 40,000 $      

2019 50,000         

2020 50,000         

Total 140,000 $    


The term bonds due October 1, 2023, are subject to mandatory sinking fund redemption.  The mandatory sinking fund redemption is to occur on October 1, 2022, at 100 percent of the principal amount of $165,000, plus accrued interest.  Unless otherwise called for redemption, the remaining $175,000 principal amount of these bonds is to be paid at stated maturity. 

The term bonds due October 1, 2025, are subject to mandatory sinking fund redemption.  The mandatory sinking fund redemption is to occur on October 1, 2024, at 100 percent of the principal amount of $180,000, plus accrued interest.  Unless otherwise called for redemption, the remaining $200,000 principal amount of these bonds is to be paid at stated maturity. 

The term bonds due October 1, 2027, are subject to mandatory sinking fund redemption.  The mandatory sinking fund redemption is to occur on October 1, 2026, at 100 percent of the principal amount of $205,000, plus accrued interest.  Unless otherwise called for redemption, the remaining $215,000 principal amount of these bonds is to be paid at stated maturity. 

The term bonds due October 1, 2029, are subject to mandatory sinking fund redemption.  The mandatory sinking fund redemption is to occur on October 1, 2028, at 100 percent of the principal amount of $225,000, plus accrued interest.  Unless otherwise called for redemption, the remaining $235,000 principal amount of these bonds is to be paid at stated maturity. 

The term bonds due October 1, 2031, are subject to mandatory sinking fund redemption.  The mandatory sinking fund redemption is to occur on October 1, 2030, at 100 percent of the principal amount of $245,000, plus accrued interest.  Unless otherwise called for redemption, the remaining $255,000 principal amount of these bonds is to be paid at stated maturity. 

Qualified School Construction Bonds (2011)

The District issued $11,918,000 in Qualified School Construction Bonds (QSCB) on October 1, 2011.  Of this amount, the Kentucky School Facilities Construction Commission has a participation agreement with the Board to pay $2,888,709 of the debt.  Interest on the bond accrues at 4.65% annually, however, the interest payments are being made with a Federal Interest Subsidy by the United States Treasury.  Thus, the District does not actually have an interest payment.  Principal payments are made each year by the District into a Sinking Fund account, which will accumulate and earn interest until the bonds are due on October 1, 2030.  
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Note 10 - Bond Debt and Lease Obligations (continued)
School Building Refunding Revenue Bonds (2012)
On February 1, 2012, the District issued $2,820,000 in revenue bonds for the purpose of advance refunding $505,000 Series 2004 General Obligation Bonds and $1,965,000 Series 2004B General Obligation Bonds.  The average rate on the refunded bonds was 4.87 and 4.31%, respectively, while the rate on the new debt is 2.03%.  The net proceeds of $2,737,499 (after payment of $82,501 in underwriting fees, insurance and other issuance costs) were used to purchase U.S. Government securities.  Those securities were deposited into an irrevocable trust with an escrow agent to provide for future debt service payments on the 2004 and 2004B bonds.  As a result, with the exception of the 2004 bonds maturing on June 1, 2012 through June 1, 2013, and the 2004B Bonds maturing October 1, 2012 through October 1, 2014, the 2004 and 2004B bonds are considered defeased and the liability for those bonds has been removed from the balance sheet.  The refunded bonds are serial bonds.  The bonds were issued for a 14 year period, with final maturity in October 2024.  The bonds will be retired from the Debt Service Fund.  Of the debt issued, the Kentucky School Facilities Construction Commission has a participation agreement with the Board to pay $595,280 of the debt.  

The refunding resulted in a difference of $285,317 between the net carrying amount of the debt and the acquisition price.  This difference, reported in the accompanying financial statements as a decrease to bonds payable, is being amortized to interest expense over the life of the bonds using the straight-line method.  The District’s total debt service payments decreased by $177,222 as a result of the advance refunding.  The District also incurred an economic gain (difference between the present values of the old and new debt service payments) of $145,866.
The District has a participation agreement with the Kentucky School Facilities Construction Commission, whereby the Commission has agreed to provide a portion of the payment of principal and interest requirements on the bonds. The figure below sets forth the amounts to be paid by the District and the Commission for each year until maturity of all bond issues. The bonds may be called prior to maturity at dates and redemption premiums specified in each issue. Assuming no issues are called prior to scheduled maturity, the minimum obligations of the District, including amounts to be paid by the Commission, at June 30, 2012 for debt service, are as follows:

[image: image7.emf]KSFCC 

Portion of

KSFCC 

Portion of

Fleming 

Portion of

Fleming 

Portion of

Year Principal Interest Principal Interest Principal Interest

2013 276,087       136,106       637,913         315,664       914,000         451,770      

2014 286,386       125,807       659,614         297,348       946,000         423,155      

2015 297,367       114,824       674,633         278,130       972,000         392,954      

2016 281,919       104,795       696,081         259,145       978,000         363,940      

2017 291,738       94,976         713,262         243,475       1,005,000       338,451      

2018 - 2022 1,250,195     331,805       3,584,805       939,520       4,835,000       1,271,325    

2023 - 2027 1,005,897     125,890       2,449,103       486,484       3,455,000       612,374      

2028 - 2032 3,039,174     5,615           10,483,826     137,908       13,523,000     143,523      

6,728,763 $  1,039,818 $  19,899,237 $  2,957,674 $  26,628,000 $  3,997,492 $ 

Grand Total
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Note 10 - Bond Debt and Lease Obligations (continued)
As noted above, the District, as well as Kentucky School Facilities Construction Commission have annual payments to a sinking fund for the 2011 Qualified School Construction Bonds.  Payments to the sinking fund will be used to pay the $11,918,000 bond which matures in fiscal year 2031.  These required payments, as well as the interest being paid with a Federal Interest Subsidy by the United States Treasury at June 30, 2012 are as follows:


[image: image8.emf]KSFCC 

Portion of

Fleming 

Portion of Grand Total US Treasury 

Year Principal Principal Principal Interest

2013 120,662       369,121         489,783         554,187         

2014 120,609       369,174         489,783         554,187         

2015 120,490       369,293         489,783         554,187         

2016 120,381       369,402         489,783         554,187         

2017 120,326       369,457         489,783         554,187         

2018 - 2022 588,198       1,860,717       2,448,915       2,770,935       

2023 - 2027 588,196       1,860,719       2,448,915       2,770,935       

2028 - 2031 476,712       1,482,420       1,959,132       1,939,655       

2,255,574 $  7,050,303 $    9,305,877 $    10,252,460 $  


(6) Retirement Plans

      Kentucky Teachers Retirement System (KTRS)
The Fleming County School District contributes to the Teachers’ Retirement System of Kentucky   (KTRS), a cost-sharing, multiple employer defined benefit pension plan. KTRS administers retirement and disability annuities, and death and survivor benefits to employees and beneficiaries of employees of the public school systems and other public educational agencies in Kentucky. KTRS requires that members of KTRS occupy a position requiring either a four year college degree or certification by the Kentucky Department of Education (KDE).

KTRS was created by the 1938 General Assembly and is governed by Chapter 161 Section 220    through Chapter 161 Section 990 of the Kentucky Revised Statutes (KRS). KTRS issues a publicly available financial report that includes financial statements and required supplementary information for the defined benefit pension plan. That report can be obtained by writing to Kentucky Teachers’ Retirement System, 479 Versailles Road, Frankfort, KY 40601 or from the KTRS web site at http://krts.ky.gov/. Contributions rates are established by KRS. Members are required to contribute 10.355% (10.855 for those hired after July 1, 2008) of their salaries to KTRS. The Commonwealth of Kentucky is required to contribute 13.105% (14.105% for those hired after July 1, 2008) of salaries. The federal program for any salaries paid by that program pays the matching contributions.
The Fleming County School District’s total payroll for the year ended June 30, 2012 was $14,056,703. The payroll for employees covered under KTRS was $10,557,049. Contributions to KTRS made on behalf of the District by the Commonwealth of Kentucky for the year ended June 30, 2012 were $1,138,850. The District’s contribution to KTRS for the year was $264,456 which represents the employees covered by federal programs. Contributions made by the Commonwealth of Kentucky to KTRS on behalf of the District in 2011 and 2010 were $1,085,699 and $1,138,041 respectively. The District contributed $ 272,699 in 2011 and $176,925 in 2010 for employees covered by federal programs.
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In addition to the pension benefits described above, Kentucky Revised Statute 161.675 requires KTRS to provide post-retirement healthcare benefits to eligible members and dependents. The KTRS medical insurance benefit is a cost-sharing multiple employer defined benefit plan. Changes made to the medical plan may be made by the KTRS Board of Trustees, The Kentucky Department of Employee Insurance and the General Assembly.

To be eligible for medical benefits, the member must have retired either for service or disability. The KTRS Medical Insurance Fund offers coverage to members under the age of 65 through the Kentucky Employees Health Plan administrated by the Kentucky Department of Employee Insurance. Once retired members and eligible spouses attain age 65 and are Medicare eligible, coverage obtained through the KTRS Medicare Eligible Health Plan.
The post retirement healthcare provided by KTRS is financed on a pay-as-you-go basis. In order to fund the post-retirement healthcare benefit, one and five tenths percent (1.5%) of the gross annual payroll of all active members is contributed. One-half of this amount is derived from member contributions and one-half is from state appropriation. Also, the premiums collected from retirees as described in the plan description and investment interest help with the medical expenses of the plan.

County Employees Retirement System-

Substantially all other employees (classified personal) are covered under the County Employees Retirement System (CERS), a cost sharing multiple-employer, defined benefit pension plan administered by the Kentucky Retirement System, an agency of the Commonwealth of Kentucky. CERS provides retirement, death and disability benefits to Plan members and beneficiaries. 

Funding for the Plan is provided through payroll withholdings of 5.00% and a District contribution of 18.96% of the employee’s total compensation subject to contribution. The contribution requirements of the Plan members and the District are established by and may be amended by the Kentucky Retirement System Board of Trustees. 
The contribution requirement for CERS for the year ended June 30, 2012 was $714,132 which consisted of $561,258 from the District and $152,874 from employees. Total contributions in 2011 were $ 698,705 ($539,402 from District and $159,304 from employees) while contributions in 2010 were $621,227 ( $473,304 from District and $147,923 from employees).
The Kentucky Retirement System issues a publicly available annual report which includes financial statements and required supplementary information for CERS. That report may be obtained by writing to the Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road, Frankfort, Kentucky  40601.
 (7) On-Behalf Payments
For the year ended June 30, 2012, total payments of $3,945,334 were made by the Commonwealth of Kentucky on behalf of the District for life insurance, health insurance, and KTRS matching, administrative fees and vocational education.  These payments were recognized as on-behalf payments and are recorded in the appropriate revenue and expense accounts in the Statement of Activities and the Government Funds Statement of Revenue, Expenditures and Changes in Fund Balance.  The On-Behalf payments are not budgeted in the Statement of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual.

On-behalf payments at June 30, 2012 consisted of the following:





Teacher Retirement

            $1,138,850




Health & Life Insurance


2,768,551




Administrative Fees


    27,928




Vocational Education


             0





Total


            $3,945,334
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(8)– Contingencies

The District receives funding from Federal and State government agencies. These funds are to be used for designated purposes only. For Government agency grants, if based on the grantor’s review the fund are considered not to have been used for the intended purpose, the grantors may request 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 program is predicated upon the grantors’ satisfaction that the funds provided are being spent as intended and the grantors’ intent to continue their programs.

(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 is covered through the purchase of commercial insurance. The District has purchased certain policies, which are retrospectively rated which include worker’s compensation insurance.

 (10) Risk Management

  The District is exposed to various risks of loss related to limited torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. 
To obtain insurance for workers’ compensation, 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. Contributions to the Workers Compensation funds are based on premium rates established by such fund in conjunction with the excess insurance carrier, subject to claims experience modification and a group discount amount.
Dividends may be declared, but are not payable until twenty-four (24) months after the expiration of the self-insurance term. 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 given 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 purchases unemployment insurance through the Kentucky School Board Insurance Trust Unemployment Compensation Fund; however, risk has not been transferred to such fund. 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.
-38-
FLEMING COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

Year ended June 30, 2012
(CONTINUED)
(11) COBRA

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

         The following transfers were made during the year:

Type
            From Fund                To Fund                   Purpose

       Amount

        Operating
           General Fund         Special Revenue          Matching  
                $      42,500
        Operating
           Capital Outlay        Debt Service               Debt Service                        442,959
        Operating                Building Fund        Debt Service               Debt Service                        407,684
(13) Cash and Investments     
The district’s funds are required to be deposited and invested under the terms of the depository contract pursuant to KRS 160.570. The depository bank deposits for safekeeping and trusts with the District’s third party agent approved pledged securities in an amount sufficient to protect District funds on a day-to-day basis during the period under contract.  The pledge of approved securities is waived only to the extent the dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance.  
At year-end the carrying amount of the District’s cash and cash equivalents was $9,284,495.  The bank balance was $11,025,627. Of that total balance, $500,000 was covered by federal depository insurance, and the remaining $10,525,627 was covered by collateral agreements and collateral held by the pledging banks’ trust departments in the District’s name.  
Due to the nature of the accounts and certain limitations imposed on the use of funds, each bank account within the following funds is considered to be restricted: SEEK Capital Outlay Fund, Facility Support Program (FSPK) Fund, Special Revenue Fund, Debt Service Fund, Food Service Fund, Scholarship Fund, and Agency Fund.
Kentucky Revised Statutes authorizes the District to invest in the following: obligations of the United States Government and of its agencies and instrumentalities, repurchase agreements and specially approved AAA rated corporate bonds; bonds or certificates of indebtedness of the Commonwealth of Kentucky and of its agencies and municipalities; certificates of deposit or other interest bearing 
accounts issued by any bank or savings and loan institution up to FDIC insured amount, and in larger amounts provided that the bank pledges as security obligations having a current market value at least equal to any uninsured deposits.

During the year, the District’s temporary investments were comprised of certificates of deposit held at various banks located within the county. At year-end, $2,560,037 in certificates of deposits with interest rates of .40% to .65% and maturity dates of 180 days were held at one bank. Such investments are stated at cost, which approximates market value. These investments were covered by FDIC insurance of $250,000 and $2,310,037 was covered by collateral agreements and collateral held by pledging bank’s trust department in the District’s name. 
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Supplementary Information

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Kentucky State Committee for School District Audits
Members of the Board of Education
Fleming County School District
Flemingsburg, Kentucky  41041


We have audited the financial statements of the governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of Fleming County School District, as of and for the year ended June 30, 2012, which collectively comprise the Fleming County School District’s basic financial statements and have issued our report thereon dated November 6, 2012.  We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; the provisions of Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the audit requirements prescribed by the Kentucky State Committee for School District Audits in Appendix I to the Independent Auditor’s Contract – General Audit Requirements, Appendix II to the Independent Auditor’s Contract – Audit Extension Request, and Appendix IV of the Independent Auditor’s Contract - Instructions for Submission of the Audit Report and appropriately referenced in the various reports within the audit.
Internal Control Over Financial Reporting

Management of Fleming County School District is responsible for establishing and maintaining effective internal control over financial reporting.  In planning and performing our audit, we considered Fleming County School District’s internal control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Fleming County School District’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Fleming County School District’s internal control over financial reporting.

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

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting that might be deficiencies, significant deficiencies, or material weaknesses.  We did not identify any deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Fleming County School District’s financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of material noncompliance or other matters that are required to be reported under Government Auditing Standards.  In addition the results of our tests disclosed no instances of material noncompliance of specific state statutes or regulations identified in Appendix II of the Independent Auditor’s Contract – State Audit Requirements, and Appendix III to the Independent Auditor’s Contract – Instructions for Completion and Electronic Submission of the Audit Report and appropriately referenced in the various reports within the audit.
We noted certain matters that we reported to management of Fleming County School District, in a separate letter dated November 6, 2012.

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

Donna J. Hendrix, CPA

Donna J. Hendrix, CPA

Morehead,Kentucky
November 6, 2012
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Kentucky State Committee for School District Audits
Members of the Board of Education
Fleming County School District
Flemingsburg, Kentucky  41041











Compliance

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

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the audit requirements prescribed by the Kentucky State Committee of School District Audits in Appendix I to the Independent Auditor’s Contract – General Audit Requirements, Appendix II of the Independent Auditor’s Contract – State Audit Requirement, and Appendix III of the Independent Auditor’s Contract- Instructions for Completion and Electronic Submission of the Audit Report and appropriately referenced in various reports within the audit.  Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about Fleming County School District’s compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on Fleming County School District’s compliance with those requirements.

In our opinion, Fleming County School District, complied, in all material respects, with the compliance requirements referred to above that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2012.
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Internal Control Over Compliance

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

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.  A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

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

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

Donna J. Hendrix, CPA

Donna J. Hendrix, CPA
Morehead, KY
November 6, 2012
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FLEMING COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2012
Section I - SUMMARY OF AUDITOR’S RESULTS


1.  The auditor’s report expresses an unqualified opinion on the financial statements of the District
2. There were no significant deficiencies or material weaknesses disclosed during the audit of the financial statements that would have been reported in the Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements in Accordance with Governmental Auditing Standards.
3. No instances of noncompliance material to the financial statements of Fleming County School District were disclosed during the audit.
4. No significant deficiencies in internal control over major federal award programs were reported during the audit.
5. The auditor’s report on compliance for the major federal awards programs of the District expresses an unqualified opinion on all major federal awards programs.
6. Audit findings that are required to be reported in accordance with Section 510(a) of OMB Circular A-133 are reported in this schedule.
7. The Programs tested as major programs included:
· Migrant Education,  CFDA Nos. 84.011
· Child Nutrition Cluster, CFDA Nos. 10.553, 10.555

· Education Jobs Fund- CFDA Nos. 84.410
8. The dollar threshold used to distinguish Type A and Type B programs were $300,000.
9. The District qualified as a low-risk auditee.

Section II- Financial Statement Finding
None reported
Section III- Major Federal Awards- Findings and Questioned Costs

     None reported
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FLEMING COUNTY SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30, 2011
No matters were reported in the prior year related to federal awards
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Management Letter
ACCOUNTANT’S REPORT ON

MANAGEMENT POINTS
Kentucky State Committee for School District Audits
Members of the Board of Education
Fleming County School District
Flemingsburg, Kentucky  41041

In planning and performing our audit of the financial statements of Fleming County School District (the District) for year ended June 30, 2012, I considered the District’s internal controls over financial reporting to determine my auditing procedures for the purpose of expressing an opinion on the basic financial statements and not to provide assurance on internal controls over financial reporting.

However, during the audit, I became aware of several matters that are opportunities for strengthening internal controls and operating efficiency. The memorandum that accompanies this letter summarizes my comments and suggestions regarding those matters. A separate report dated November 6, 2012, contains my report on significant deficiencies in the District’s internal control. This letter does not affect my report dated November 6, 2012, on the basic financial statements of the District.
I will review the status of these comments during my next audit engagement. I have already discussed these comments and suggestions with various District personnel, and I will be pleased to discuss them in further detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations.

Donna J. Hendrix, CPA

Donna J. Hendrix, CPA
Morehead, KY

November 6, 2012
-55-
Fleming County School District
Management Letter Points
Year Ended June 30, 2012
Central Office
Central Office 12-01
Central Office Review of Activity Funds

Condition:
Currently, District policy requires the Finance Officer to review all schools’ monthly activity fund financial reports.  However, it appeared a two of the schools did not submit reports for review.

Recommendation:
The Finance Officer should monitor incoming monthly reports, review for reasonableness, and contact schools with any problems noted or reports not submitted timely.

Response:
Management will develop a process to which each school in the district is required to submit monthly activity fund reports to the assistant finance officer in a timely manner, for review.  The assistant finance officer will review, and be in close contact with the schools if any discrepancies are discovered, or problems are noted.
Central Office 12-02
Proper documentation for expense reports

Condition:
Currently, the District requires actual expenses to be attached to each expense report.  However, it appears a more detailed explanation of where and why the expense was incurred was not sufficient.   
Recommendation:
The District employees should put a detailed explanation for each expense incurred on the expense report along with the actual receipts.  

Response:
The District will implement this immediately.
Fleming County High School

High School 12-01
Concession Inventories

Condition:
During the audit, it was determined that no formal evaluation of concession profits or inventories was prepared during the year.

Recommendation:
The Redbook recommends that Form F-SA-5 (Inventory Control Worksheet) should be used to determine reasonableness of sales based upon inventory activity.  The Principal and staff should periodically review the worksheets to determine if reasonable profits are being generated.  Any significant variations should be researched and resolved in a timely fashion.

Response:
The Principal will review inventory in the concession stands to determine whether reasonable profits are being generated.  The Principal will suggest to the Athletic Director that the Form F-SA-5 to be used to help track inventory in the concessions.

High School 12--02
Ticket Sales

Condition:
A few instances were noted where the person in charge of ticket sales did not sign the sales report.

Recommendation:
All ticket reporting forms must be signed by the person in charge of sales when turned in to the secretary.  This signature represents the person in charge has reviewed activity and agrees with its accuracy.

Response:
                    Each gate duty/ticket sales person will be advised to sign the ticket form upon 




              returning the boxes to the Principal or Athletic Director.
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Management Letter Points

Year Ended June 30, 2012

(Continued)

High School 12-03
Cash Disbursements

Condition:
The test of disbursements indicated the following finding:

Several instances were noted where purchase orders or standard invoices were dated after the invoice date.

Recommendation:
In order to maintain proper controls over purchasing, it is imperative that proper approvals are obtained before merchandise is purchased.  

Response:
No orders will be permitted without the proper requisition and purchase order.  

High School 12-04
Booster Clubs

Condition:
The high school didn’t receive a listing of officers or bank statements from some booster clubs at year-end. Also, none of the clubs provided a detailed accounting of their activities for the year nor was there any documentation of the Principal’s review of the adequacy of information submitted.

Recommendation:
Financial reports of activities should be provided to the Principal by July 25 of each year, summarized financial data rather than check copies will enable the Principal to better review the types and magnitude of booster activities for the year.

Response:
 The Principal will request more detailed records for the Booster Clubs.
Fleming County Middle School

Middle School 12-01
Booster Club Reports

Condition:
There appeared to be fewer reports on file for booster organizations than in the prior year. Specifically, no reports were on file for Boy’s Baseball, Boy’s Basketball and Pats. The Secretary advised that the Boys Baseball, Boys Basketball and Pats did not respond to her request.
Recommendation:
The Redbook requires that booster organizations provide principals the names of club officers at the beginning of the school year or within 30 days of the first transaction incurred.  Furthermore, budgets are also required to be submitted to the Principal.  This information should be maintained on file to determine if annual reports have been received for all organizations with activity during the school year.

Response:
Booster organizations are contacted in writing and many times, verbally as well, requesting booster organization documentation.  However, some clubs do not respond or submit such documentation after repeated requests.  The Principal will contact each Booster organization to remind them of the booster organization end of year requirements.
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Fleming County School District

Management Letter Points

Year Ended June 30, 2012

(Continued)

Middle School 12-02
Monthly Financial Reports

Condition:
Current District oversight procedures require school secretaries submit monthly financial reports to the Central Office for review and approval.  However, some two reports were not submitted.  

Recommendation:
Efforts should be made to timely prepare and submit financial reports to the Central Office for review on a monthly basis.  Reports reviewed and signed by the Finance Officer should be maintained on file at the school to document that the financials were reviewed and approved as prepared.

Response:


Secretary will work to ensure a financial report is sent to the board office monthly for approval

Middle School 12-03
Concession Inventories

Condition:
During the audit, it was determined that no formal evaluation of concession profits or inventories was prepared during the year.

Recommendation:
The Redbook recommends that Form F-SA-5 (Inventory Control Worksheet) should be used to determine reasonableness of sales based upon inventory activity.  The Principal and staff should periodically review the worksheets to determine if reasonable profits are being generated.  Any significant variations should be researched and resolved in a timely fashion.

Response:
The Principal will review inventory in the concession stands to determine whether reasonable profits are being generated.  The Principal will suggest to the Athletic Director that the Form F-SA-5 to be used to help track inventory in the concessions.

Middle School 12--04
Ticket Sales

Condition:
A few instances were noted where the person in charge of ticket sales did not sign the sales report and the torn tickets were not attached in an envelope to the Report of Ticket Sales sheets.

Recommendation:
All ticket reporting forms must be signed by the person in charge of sales when turned in to the secretary.  This signature represents the person in charge has reviewed activity and agrees with its accuracy.  The one half tickets should be attached to the “Report of Ticket Sales” sheets in an envelope to perform a reconciliation of tickets sold.

Response:
                    Each gate duty/ticket sales person will be advised to sign the ticket form upon 

returning the boxes to the Principal or Athletic Director.  They will also be advised to keep one half of the ticket for proper reconciliation processes.
Flemingsburg Elementary

Flemingsburg 12--01
Purchase Orders

Condition:
The test of disbursements noted that there were a few purchase orders that were dated after the invoice dates following conditions relating to purchase orders:

Recommendation:
Purchase Order should be submitted prior to purchase being completed
Response:
                     The District will continue to reinforce the importance of the purchase order being filled out before purchase is completed.     
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(Continued)

Flemingsburg 12-02            Annual Financial Report
Condition:
Current District oversight procedures require school secretaries submit annual financial reports to the Central Office for review and approval by July 25th.  However, no report was submitted for review for the year.

Recommendation:
Efforts should be made to timely prepare and submit the annual financial report to the Central Office for review by July 25th.  The Report should be reviewed and signed by the Finance Officer and should be maintained on file at the school to document that the financial was reviewed and approved as prepared.

Response:
Secretary will work to ensure that the annual financial report is sent to the board office by July 25th.

Flemingsburg 12-03
Timely Deposit

Condition:
During the test of receipts, it was determined that a few deposits were not deposited on time.
Recommendation:
Staff should be reminded that the Redbook requires that all money collected by an employee or sponsor should be given to the Secretary on the day collected.  Furthermore, the Secretary should ensure that all money turned in is receipted daily and deposited if total receipts for the day exceed $100.

Response:
Staff members have been reminded repeatedly of the requirement that all money collected should be given to the secretary on the day collected and that no money should be left in a desk or other area in a classroom overnight.  Secretary receipts money turned in daily and deposits funds daily. The secretary has been replaced and the new secretary has been trained on Redbook producers on deposits.
Flemingsburg 12-04
Fundraiser Worksheets

Condition:


Based upon review of activity fund transactions, it appeared that no  Fundraiser Worksheets (F-SA-2B) were prepared at the completion of the event to determine if profit goals were met.

Recommendation:
The Redbook requires that form F-SA-2B be prepared to document reasonableness of fundraising activities. Such form should be signed by the activity sponsor and principle.

Response:


All forms will be completed as needed in the future.

Flemingsburg 12-05
Proper Void Check Procedures

Condition:


During the test of disbursements a few checks did not have the signature corner removed from the check.  One void check was missing.

Recommendation:
Ideally, in addition to writing “void” across the face of the check, the signature corner should also be removed to ensure the check can longer be used.

Response:


All voided checks will have the signature corner removed
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Management Letter Points

Year Ended June 30, 2012

(Continued)

Ewing Elementary

Ewing-12-01


Proper Void Check Procedures

Condition:


During the test of disbursements there were voided checks that had cleared the bank.  This was a clerical error on processing void checks.  There were a lot of printer issues which is what caused the void check issues.

Recommendation:
Ideally, in addition to writing “void” across the face of the check, the signature corner should also be removed to ensure the check can longer be used.

Response:


Proper check voiding procedures will be followed in the future.

Ewing 12-02


Proper invoice filing

Condition:


The paid invoice documents were not being filed by month, in check number order.

Recommendation:
All paid invoice documents should be filed by month by check number.

Response:

  
The school will begin this process immediately.
Hillsboro Elementary

Hillsboro 11-01

Proper invoice filing

Condition:


The paid invoice documents were being filed by purchase order number instead of by month by check number order.

Recommendation:
All paid invoice documents should be filed by month by check number.

Response:

  
The school will begin this process immediately.

Ward Elementary

Ward 12-01


Cash Disbursements
Condition:


During the test of disbursements I had the following findings:
· One purchase order was dated after the invoice date.
· One check had only one signature, there is a requirement of having two signatures present on each check issued.
Recommendation:
In order to maintain proper controls over purchasing, it is imperative that proper approvals are obtained before merchandise is purchased.  It is also important to have two signature approvals on all check issued.
Response:


Purchase orders will be filled out in a timely manner.  The Principal will also make sure all checks issued will have two signatures.
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Summary Schedule of Prior Year Management Letter Points

For The Year Ended June 30, 2012
Central Office
Central Office 11-01
Central Office Review of Activity Funds

                                             Still an issue but has improved significantly. It will repeated on current year as Central Office 12-01.
Fleming County High School

High School 11-01
Year-end Transfers





This comment has been corrected.  There were no year end transfers. 
High School 11-02
Concession Inventories




This comment has not been corrected and is repeated in the current year as High

                                            School 12-01.


High School 11--03
Ticket Sales

                                       This comment has not been corrected and is repeated in the current year as High
                                            School 12-02.
High School 11-04
Cash Disbursements

.                                          This comment has not been corrected and is repeated in the current year as High
                                            School 12-03.
High School 11-05
Booster Clubs

                                       This comment has not been corrected and is repeated in the current year as High
                                            School 12-04.
High School 11-06
Monthly Financial Reports


This comment has been corrected. 
High School 11-07
Timely Deposits


This comment has been corrected.

High School 11-08
Senior Magazine Sales


 This comment has been corrected.

High School 11-09
Fundraising Worksheet


This comment has been corrected.
Fleming County Middle School

Middle School 11-01
Booster Club Reports

Condition:
This comment has not been corrected and is repeated in the current year as Middle School 12-1
Middle School 10-3
Monthly Bank Statement Review



. 



This comment has been corrected.
-61-

Fleming County School District

Summary Schedule of Prior Year Management Letter Points

For The Year Ended June 30, 2012

(Continued)
Flemingsburg Elementary

Flemingsburg 11-01
Monthly Financial Reports

                                           This comment has been corrected.

Flemingsburg 11--02
Purchase Orders

                                           Improvement was made however it still remains an issue see Flemingsburg 12-1
Flemingsburg 11-03            Cash Disbursements

This comment has been corrected. 
Flemingsburg 11-04            Annual Financial Report
                                           This comment has not been corrected and is repeated in the current year as Flemingsburg 12-2.
Flemingsburg 11-05
Monthly Bank Statement Reviews

                                           This comment has been corrected.
Flemingsburg 11-06
Timely Deposit

                                            Significant improvements were made however there were still two late deposits. This is repeated in current year as Flemingsburg 12-3.
Flemingsburg 11-07
Fundraiser Worksheets

This comment has not been corrected and is repeated in the current year as   Flemingsburg 12-4
Ewing Elementary

Ewing 10-01


Purchase Orders
                                            The comment has been corrected.
Hillsboro Elementary

Hillsboro 11-01

Fundraiser Worksheets

                                           This comment has been corrected.
Hillsboro 11-02

Monthly Bank Statement Reviews


                                            This comment has been corrected.
Hillsboro 11-03

Proper Check Voiding Procedures





This comment has been corrected.

Ward Elementary

Ward 11-01


Proper Check Voiding Procedures
                                           This comment has been corrected.
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Sheet1

		Issue				Original Amount				Interest Rates

		1998 KISTA				$   400,180				4.00 - 5.40%

		2003R				2,970,000				1.10 - 3.50%

		2004				855,000				3.00 - 4.90%

		2004B				2,725,000				2.00 - 4.30%

		2006				1,545,000				3.65 - 4.30%

		2008R				2,320,000				3.00 - 3.30%

		2008				2,330,000				4.05%

		2010R				2,875,000				0.60 - 2.75%

		2011				2,665,000				1.20 - 4.25%

		2011QSCB				11,918,000				4.65%

		2012R				2,820,000				0.50 - 2.40%

						$   33,423,180






Sheet1

		Fiscal Year		Amount

		2015		$   45,000

		2016		45,000

		2017		45,000

		Total		$   135,000








Sheet1

						KSFCC Portion of				KSFCC Portion of				Fleming Portion of				Fleming Portion of				Grand Total

		Year				Principal				Interest				Principal				Interest				Principal				Interest

		2013				276,087				136,106				637,913				315,664				914,000				451,770

		2014				286,386				125,807				659,614				297,348				946,000				423,155

		2015				297,367				114,824				674,633				278,130				972,000				392,954

		2016				281,919				104,795				696,081				259,145				978,000				363,940

		2017				291,738				94,976				713,262				243,475				1,005,000				338,451

		2018 - 2022				1,250,195				331,805				3,584,805				939,520				4,835,000				1,271,325

		2023 - 2027				1,005,897				125,890				2,449,103				486,484				3,455,000				612,374

		2028 - 2032				3,039,174				5,615				10,483,826				137,908				13,523,000				143,523

						$   6,728,763				$   1,039,818				$   19,899,237				$   2,957,674				$   26,628,000				$   3,997,492










Sheet1

						KSFCC Portion of				Fleming Portion of				Grand Total				US Treasury 

		Year				Principal				Principal				Principal				Interest

		2013				120,662				369,121				489,783				554,187

		2014				120,609				369,174				489,783				554,187

		2015				120,490				369,293				489,783				554,187

		2016				120,381				369,402				489,783				554,187

		2017				120,326				369,457				489,783				554,187

		2018 - 2022				588,198				1,860,717				2,448,915				2,770,935

		2023 - 2027				588,196				1,860,719				2,448,915				2,770,935

		2028 - 2031				476,712				1,482,420				1,959,132				1,939,655

						$   2,255,574				$   7,050,303				$   9,305,877				$   10,252,460










Sheet1

						Balance at 06/30/11				Additions				Reductions				Balance at 06/30/12				Amounts Due in One Year

		Governmental Activities:

		    General Obligation Bonds				$   9,773,000				- 0				(3,193,000)				$   6,580,000				$   739,000

		    School Building Refunding

		      Revenue Bonds 2010				2,765,000				- 0				(85,000)				2,680,000				95,000

		    School Building Revenue

		      Bonds 2011				- 0				2,665,000				- 0				2,665,000				40,000

		    Qualified School Construction

		       Bonds Taxable Series 2011				- 0				11,918,000				- 0				11,918,000				- 0

		    School Building Refunding

		      Revenue Bonds 2012				- 0				2,820,000				(35,000)				2,785,000				40,000

		Less unamortized charges:

		    Advanced refunding				(248,344)				(285,317)				38,205				(495,456)				- 0

		    Bond discounts				(115,131)								42,408				(72,723)				- 0

		Totals				$   12,174,525				$   17,117,683				$   (3,232,387)				$   26,059,821				$   914,000
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		Fiscal Year		Amount

		2012		$   40,000

		2013		45,000

		2014		40,000

		Total		$   125,000
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		Fiscal Year		Amount

		2018		$   40,000

		2019		50,000

		2020		50,000

		Total		$   140,000
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		Year				Amount

		2014				$   125,000

		2017				135,000

		2020				140,000

		2023				340,000

		2025				380,000

		2027				420,000

		2029				460,000

		2031				500,000

		Total				$   2,500,000








