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CHANGES IN LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities:

Description Balance Additions Deductions Balance Due in
7-1-08 6-30-09 One Year

GOVERNMENTAL ACTIVITIES

Compensated Absences Payable $ 1,126,433.51 $ 97,283.92 $ 113,820.91 $ 1,109,896.52 $ 64,983.93
Postemployment Healthcare Benefits Payable 548,813.00 293,584.00 255,229.00
Total Governmental Activities $ 1,126,433.51 $ 646,096.92 $ 407,404.91 $ 1,365,125.52 $ 64,983.93

For the governmental activities, compensated absences and postemployment healthcare benefits are

generally liquidated with resources of the General Fund.

INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The following is a summary of interfund receivables and payables reported in the fund financial statements:

Funds Interfund
Receivables Payables
Major:
General $284,155.64 $
Special Revenue:
Food Service 50,000.00
Other 234,155.64
Total $284,155.64 $284,155.64

Interfund receivables and payables are primarily to reimburse the General Fund for temporary advances

made to the Special Revenue — Food Service Fund and Special Revenue — Other Fund. These amounts are

expected to be repaid within one year.

The following is a summary of interfund transfers reported in the fund financial statements:

Funds Interfund
Transfers In Transfers Out

Major:

General $ 373,452.69 $ 557,093.50

Capital Projects:

Other 557,093.50

Nonmajor Governmental 373,452.69

Total $ 930,546.19 $ 930,546.19
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The above interfund transfers are to reimburse the General Fund for maintenance and insurance
expenditures, and to supplement the Capital Projects — Other Fund projects for certain acquisition costs

related to a new school.

7. RESERVE FOR ENCUMBRANCES

Appropriations in governmental funds are encumbered upon issuance of purchase orders for goods and
services. Even though appropriations lapse at the end of the fiscal year, unfilled purchase orders of the

current year are carried forward and the next year’s appropriations are likewise encumbered.

The Florida Department of Education requires that fund balances be reserved at fiscal year-end to report an
amount likely to be expended from the 2009-10 fiscal year budget as a result of purchase orders outstanding
at June 30, 2009.

Because revenues of grants accounted for in the Special Revenue — Other Fund are not recognized until
expenditures are incurred, these grant funds generally do not accumulate fund balances. Accordingly, no
reserve for encumbrances is reported for grant funds. However, purchase orders outstanding for grants
accounted for in the Special Revenue — Other Fund total $21,476.94 at June 30, 2009.

8. SCHEDULE OF STATE REVENUE SOURCES

The following is a schedule of the District’s State revenue for the 2008-09 fiscal year:

Source Amount
Florida Education Finance Program $ 10,096,252.00
Categorical Educational Programs:
Class Size Reduction 2,128,203.00
Transportation 457,777.00
Instructional Materials 196,289.00
Other 439,831.12
Gross Receipts Tax (Public Education Capital Outlay) 274,038.00
Classrooms for Kids Program 245,901.00
Workforce Development Program 175,163.00
Class Size Reduction Construction 173,190.00
Motor Vehicle License Tax (Capital Outlay and Debt Service) 80,393.25
Classrooms First Program 71,453.00
Discretionary Lottery Funds 50,302.00
Mobile Home License Tax 5,318.50
Miscellaneous 260,848.89
Total $14,654,959.76

Accounting policies relating to certain State revenue sources are described in Note 1.
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9. PROPERTY TAXES

The following is a summary of millages and taxes levied on the 2008 tax roll for the 2008-09 fiscal year:

Millages Taxes Levied

GENERAL FUND
Nonvoted School Tax:

Required Local Effort 5.079 $1,944,207.48

Basic Discretionary Local Effort 0.498 190,631.09

Supplemental Discretionary Local Effort 0.250 95,698.34
CAPITAL PROJECTS FUNDS
Nonvoted Tax:

Local Capital Improvements 1.410 539,738.64
Total 7.237 $2,770,275.55

10. FLORIDA RETIREMENT SYSTEM

All regular employees of the District are covered by the State-administered Florida Retirement System (FRS).
Provisions relating to FRS are established by Chapters 121 and 122, Florida Statutes; Chapter 112 Part IV,
Florida Statutes; Chapter 238, Florida Statutes; and Florida Retirement System Rules, Chapter 60S, Florida
Administrative Code, wherein eligibility, contributions, and benefits are defined and described in detail.
Essentially all regular employees of participating employers are eligible and must enroll as members of FRS.
FRS is a single retirement system administered by the Department of Management Services, Division of
Retirement, and consists of two cost-sharing, multiple-employer retirement plans and other nonintegrated
programs. These include a defined benefit pension plan (Plan), a Deferred Retirement Option Program
(DROP), and a defined contribution plan, referred to as the Public Employee Optional Retirement Program
(PEORP).

Employees in the Plan vest at six years of service. All vested members ate eligible for normal retirement
benefits at age 62 or at any age after 30 years of service, which may include up to 4 years of credit for
military service. The Plan also includes an early retirement provision; however, there is a benefit reduction
for each year a member retires before his or her normal retirement date. The Plan provides retirement,

disability, and death benefits and annual cost-of-living adjustments.

DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees eligible for normal
retirement under the Plan to defer receipt of monthly benefit payments while continuing employment with
an FRS employer. An employee may participate in DROP for a period not to exceed 60 months after
electing to participate, except that certain instructional personnel may participate for up to 96 months.
During the period of DROP participation, deferred monthly benefits are held in the FRS Trust Fund and

accrue interest.
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As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to patticipate in PEORP
in lieu of the Plan. District employees participating in DROP are not eligible to participate in PEORP.
Employer contributions are defined by law; however, the ultimate benefit depends in part on the
performance of investment funds. PEORP is funded by employer contributions that are based on salary and
membership class (Regular, Elected County Officers, etc.). Contributions are directed to individual member
accounts, and the individual members allocate contributions and account balances among various approved
investment choices. Employees in PEORP vest after one year of service. There were 12 District

participants during the 2008-09 fiscal year. Required contributions made to PEORP totaled $32,438.14.
FRS Retirement Contribution Rates

The Florida Legislature establishes, and may amend, contribution rates for each membership class of FRS.

During the 2008-09 fiscal year, contribution rates were as follows:

Class Percent of Gross Salary
Employee  Employer
&)
Florida Retirement System, Regular 0.00 9.85
Florida Retirement System, Elected County Officers 0.00 16.53
Deferred Retirement Option Program - Applicable to
Members from All of the Above Classes 0.00 10.91
Florida Retirement System, Reemployed Retiree (B) (B)

Notes: (A) Employer rates include 1.11 percent for the postemployment health insurance
subsidy. Also, employer rates, other than for DROP participants, include 0.05
percent for administrative costs of PEORP.

(B) Contribution rates are dependent upon retirement class in which reemployed.

The District’s liability for participation is limited to the payment of the required contribution at the rates and
frequencies established by law on future payrolls of the District. The District’s contributions, including
employee contributions, for the fiscal years ended June 30, 2007, June 30, 2008, and June 30, 2009, totaled
$1,150,105.91, $1,169,489.19, and $1,167,056.17, respectively, which were equal to the required contributions

for each fiscal year.

The financial statements and other supplementary information of FRS are included in the comprehensive
annual financial report of the State of Florida, which may be obtained from the Florida Department of
Financial Services. Also, an annual report on FRS, which includes its financial statements, requitred
supplementary information, actuarial report, and other relevant information, is available from the Florida

Department of Management Services, Division of Retirement.

POSTEMPLOYMENT HEALTHCARE BENEFITS

Effective for the 2008-09 fiscal year, the District implemented Governmental Accounting Standards Board
Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions,

for certain postemployment healthcare benefits provided by the District. The requirements of this statement
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are being implemented prospectively, with the actuarially determined liability of $8,615,828 at the
July 1, 2008, date of transition amortized over 30 years. Accordingly, for financial reporting purposes, no

liability is reported for the postemployment healthcare benefits liability at the date of transition.

Plan Description. The Postemployment Healthcare Benefits Plan is a single-employer defined benefit plan

administered by the District. Pursuant to the provisions of Section 112.0801, Florida Statutes, former
employees who retire from the District are eligible to participate in the District’s self-insured health and
hospitalization plan for medical and prescription drug coverages. The District subsidizes the premium rates
paid by retirees by allowing them to participate in the plan at reduced or blended group (implicitly
subsidized) premium rates for both active and retired employees. These rates provide an implicit subsidy for
retirees because, on an actuarial basis, their current and future claims are expected to result in higher costs to
the plan on average than those of active employees. The District currently provides a lifetime subsidy of $50
per month for certain retired former employees who participated in the insurance program to help pay the
stated premium for single health coverage. Retirees are required to pay the full stated premium for
dependent coverage. All of the District’s employees may become eligible for those benefits if they reach
normal retirement age and have their last ten years of service with the District. At June 30, 2009, benefits are
being provided to 62 retired former employees. The cost of the benefits provided is recognized as an
expense each month as premiums are paid. Retirees are assumed to enroll in the Federal Medicare program
for their primary coverage as soon as they are eligible. The Postemployment Healthcare Benefits Plan does
not issue a stand-alone report, and is not included in the report of a Public Employee Retirement System or

another entity.

Funding Policy. For the Postemployment Healthcare Benefits Plan, contribution requitements of the
District and plan members are established and may be amended through recommendations of the Insurance
Committee and action from the Board. The District has not advance-funded or established a funding
methodology for the annual Other Postemployment Benefit (OPEB) costs or the net OPEB obligation, and
the plan is financed on a pay-as-you-go basis. For the 2008-09 fiscal year, 62 retirees received
postemployment healthcare benefits. The District provided required contributions of $293,584 toward the
annual OPEB cost, comprised of payments made on behalf of retirees net of retiree contributions totaling

$342,093, which represents 4.69 percent of covered payroll.

Annual OPEB Cost and Net OPEB Obligation. The District’s annual OPEB cost (expense) is calculated

based on the annual required contribution (ARC), an amount actuarially determined in accordance with

parameters of Governmental Accounting Standards Board Statement No. 45, Acwounting and Financial
Reporting by Employers for Postenployment Benefits Other Than Pensions. The ARC represents a level of funding that
if paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities over a period not to exceed 30 years. The following table shows the District's annual OPEB cost
for the year, the amount actually contributed to the plan, and changes in the District's net OPEB obligation

for postemployment healthcare benefits:
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Description Amount
Normal Cost (service cost for one year) $260,395
Amortization of Unfunded Actuarial
Accrued Liability 274,245
Interest on Normal Cost and Amortization 14,173
Annual Required Contribution 548,813

Interest on Net OPEB Obligation
Adjustment to Annual Required Contribution

Annual OPEB Cost (Expense) 548,813
Contribution Toward the OPEB Cost (293,584)
Increase in Net OPEB Obligation 255,229

Net OPEB Obligation, Beginning of Year

Net OPEB Obligation, End of Year $255,229

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation as of June 30, 2009 (year of implementation), was as follows:
Year OPEB Cost Annual Obligation

OPEB Cost
Contributed

Beginning Balance, 7/1/08 $ 0] 0.00% $ 0
2008-09 548,813 53.49% 255,229

Funded Status and Funding Progress. As of October 1, 2007, the most recent valuation date, the

actuarial accrued liability for benefits was $8,615,828, and the actuarial value of assets was $0, resulting in an
unfunded actuarial accrued liability of $8,615,828 and a funded ratio of 0 percent. The covered payroll
(annual payroll of active participating employees) was $7,297,281 for the 2008-09 fiscal year, and the ratio of
the unfunded actuarial accrued liability to the covered payroll was 118.07 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about
future employment and termination, mortality, and the healthcare cost trends. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made about
the future. The required schedule of funding progress immediately following the notes to financial
statements presents multiyear trend information about whether the actuarial value of plan assets is increasing

or decreasing over time relative to the actuarial accrued liability for benefits.
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Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based

on the substantive plan provisions, as understood by the employer and participating members, and include
the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit
costs between the employer and participating members. The actuarial methods and assumptions used
include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued

liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

The District’s initial OPEB actuarial valuation as of October 1, 2007, used the entry age normal cost actuarial
method to estimate the unfunded actuarial liability as of June 30, 2009, and to estimate the District’s 2008-09
fiscal year annual required contribution. Because the OPEB liability is currently unfunded, the actuarial
assumptions included a 3.55 percent rate of return on invested assets, which is the District’s long-term
expectation of investment returns under its investment policy. The actuarial assumptions also included a
payroll growth rate of 4 percent per year, and an annual healthcare cost trend rate of 9 percent initially for
the 2008-09 fiscal year, reduced to an ultimate rate of 5 percent after 9 years. The unfunded actuarial
accrued liability is being amortized as a level percentage of projected payroll on a closed basis. The

remaining amortization period at June 30, 2009, was 29 years.

12. CONSTRUCTION CONTRACT COMMITMENTS

The following is a summary of major construction contract commitments remaining at fiscal year-end:

Project Contract Completed Balance
Amount to Date Committed

New Blountstow n High School:

Architect $ 1,927,865.00 $ 1,598,235.00 $ 329,630.00
Blountstow n High School - ESE Builiding

Architect 11,609.50 11,609.50

Contractor 149,800.00 149,800.00
Blountstow n Elementary School - Reroofing:

Architect 12,934.75 12,934.75

Contractor 166,900.00 166,900.00
Blountstow n Elementary School - Covered Walkw ays:

Architect 4,378.75 4,378.75

Contractor 56,500.00 56,500.00
Carr School - Covered Walkw ays:

Architect 4,124.55 4,124.55

Contractor 53,220.00 53,220.00
Altha School - Covered Walkw ays:

Architect 6,325.55 6,325.55
Total $ 2,393,658.10 $ 1,598,235.00 $ 795,423.10
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RISK MANAGEMENT PROGRAMS

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The Calhoun County District School
Board is a member of the Panhandle Area Educational Consortium - Risk Management Consortium under
which several district school boards have established a combined limited self-insurance program for property
protection, general liability, automobile liability, workers' compensation, money and securities, employee
fidelity and faithful performance, boiler and machinery, and other coverage deemed necessary by the
members of the Consortium. Section 1001.42(12)(k), Florida Statutes, provides the authority for the District
to enter into such a risk management program. The Consortium is self-sustaining through member
assessments (premiums), and purchases coverage through commercial companies for claims in excess of
specified amounts. The Board of Directors for the Consortium is composed of superintendents of all
participating districts. The Washington County District School Board serves as fiscal agent for the

Consortium.

The District also participates in an employee group health insurance program administered through the
Consortium. Premiums charged to the districts are based on each individual district's claims experience, and
the program operates as an individually-funded plan by each participating district with shared administrative

costs and a pooling of plan assets for working capital.

Settled claims resulting from the risks described above have not exceeded commercial coverage in any of the

past three fiscal years.

A liability in the amount of $86,626 was actuarially determined to cover estimated incurred, but not reported,

insurance claims payable at June 30, 2009, and is net of excess insurance recoverable on unpaid claims.

The following schedule represents the changes in claims liability for the past two fiscal years for the District’s

self-insurance program:

Fiscal Year Beginning-of- Current-Year Claims Balance at
Fiscal-Year Claims and Payments Fiscal
Liability Changes in Y ear-End
Estimates
2007-08 $ 105,119.00 $1,108,502.61 $(1,121,932.61) $ 91,689.00
2008-09 91,689.00 1,274,561.69 (1,279,624.69) 86,626.00

14. EXTRAORDINARY ITEM

The District received $2,035,000 from the Florida Department of Environmental Protection (DEP) as part of
a remediation assistance settlement. As a result of soil remediation action conducted by DEP, two buildings
at Altha School were demolished. The District plans on using the funds for the replacement of the

classtrooms.
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15. SUBSEQUENT EVENTS

On June 24, 2009, the Board approved an agreement with a construction manager for Blountstown High
School, and on October 1, 2009, the Board approved the guaranteed maximum price of $21,748,098. The
project is anticipated to be funded primarily by a Legislative appropriation from the Public Education Capital
Outlay Special Education Facilities Construction Account. In July 2009, the District received an

encumbrance authorization for $12,274,731.
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General Fund

Original Final Actual Variance with
Budget Budget Final Budget -
Positive
(Negative)
Revenues
Intergovernmental:

Federal Through State and Local $ 85,000.00 $ 85,000.00 $ 74,534.21 $ (10,465.79)

State 14,044,938.00 14,044,938.00 13,790,810.97 (254,127.03)
Local:

Property Taxes 2,116,924.00 2,116,924.00 2,159,268.83 42,344.83

School Food Senice Sales

Miscellaneous 164,200.22 164,200.22
Total Revenues 16,246,862.00 16,246,862.00 16,188,814.23 (58,047.77)
Expenditures
Current - Education:

Instruction 10,805,095.00 10,585,193.50 10,453,961.57 131,231.93

Pupil Personnel Senices 552,000.00 555,080.00 527,197.53 27,882.47

Instructional Media Senices 466,000.00 500,800.00 350,815.78 149,984.22

Instruction and Curriculum Development Senices 656,890.00 557,140.00 491,033.10 66,106.90

Instructional Staff Training Senices 48,000.00 46,000.00 27,845.29 18,154.71

Instruction Related Technology 380,000.00 379,650.00 366,057.28 13,592.72

Board of Education 299,000.00 274,100.00 265,507.35 8,592.65

General Administration 362,000.00 376,310.00 357,747.54 18,562.46

School Administration 1,075,050.00 1,140,410.00 1,116,563.63 23,846.37

Facilities Acquisition and Construction 69,000.00 52,200.00 41,388.11 10,811.89

Fiscal Senices 422,000.00 416,010.00 406,123.29 9,886.71

Food Senvices

Pupil Transportation Senices 862,200.00 855,760.00 816,328.21 39,431.79

Operation of Plant 1,286,500.00 1,306,838.00 1,280,312.03 26,525.97

Maintenance of Plant 388,600.00 314,850.00 281,959.60 32,890.40

Administrative Technology Senices 26,000.00 22,000.00 19,076.16 2,923.84

Community Senices 45,000.00 41,540.00 35,369.92 6,170.08
Fixed Capital Outlay:

Other Capital Outlay 193,903.00 38,653.00 24,857.40 13,795.60
Total Expenditures 17,937,238.00 17,462,534.50 16,862,143.79 600,390.71
Deficiency of Revenues Over Expenditures (1,690,376.00) (1,215,672.50) (673,329.56) 542,342.94
Other Financing Sources (Uses)

Transfers In 395,235.69 395,235.69 373,452.69 (21,783.00)
Transfers Out (150,000.00) (1,634,703.50) (557,093.50) 1,077,610.00
Total Other Financing Sources (Uses) 245,235.69 (1,239,467.81) (183,640.81) 1,055,827.00
Net Change in Fund Balances (1,445,140.31) (2,455,140.31) (856,970.37) 1,598,169.94
Fund Balances, Beginning 3,950,136.56 3,950,136.56 3,950,136.56

Fund Balances, Ending $ 2,504,996.25 $ 1,494,996.25 $ 3,093,166.19 $ 1,598,169.94
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Special Revenue - Food Senice Fund

Special Revenue - Other Fund

Original Final Actual Variance with Original Final Actual Variance with
Budget Budget Final Budget - Budget Budget Final Budget -
Positive Positive
(Negative) (Negative)
$ 615,585.00 $ 615,585.00 716,236.91 100,651.91 $  213,857.35 $ 1,786,887.91 $ 1,637,225.51 $  (149,662.40)
17,352.00 17,352.00 18,312.00 960.00
425,032.00 425,032.00 379,384.57 (45,647.43)
4,472.77 4,472.77
1,057,969.00 1,057,969.00 1,118,406.25 60,437.25 213,857.35 1,786,887.91 1,637,225.51 (149,662.40)
117,002.94 800,226.90 742,764.78 57,462.12
12,327.92 246,509.57 241,485.70 5,023.87
12.74
27,369.49 267,749.25 245,773.87 21,975.38
36,371.17 185,871.18 164,609.82 21,261.36
2,876.66 2,876.66
4,100.79 59,580.00 57,813.22 1,766.78
1,000.00 1,000.00 1,000.00
1,219,833.00 1,223,133.00 1,167,723.91 55,409.09
4,331.24 95,464.85 89,197.29 6,267.56
78,749.85 73,749.85 5,000.00
5,200.00 1,900.00 1,900.00 11,341.06 48,859.65 18,954.32 29,905.33
1,225,033.00 1,225,033.00 1,167,723.91 57,309.09 213,857.35 1,786,887.91 1,637,225.51 149,662.40
(167,064.00) (167,064.00) (49,317.66) 117,746.34
150,000.00 150,000.00 (150,000.00)
150,000.00 150,000.00 (150,000.00)
(17,064.00) (17,064.00) (49,317.66) (32,253.66)
74,772.74 74,772.74 74,772.74
$ 57,708.74 $ 57,708.74 25,455.08 (32,253.66) $ 0.00 $ 0.00 $ 0.00 $ 0.00
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Actuarial Actuarial Value Actuarial Unfunded Funded Ratio Cowered Payroll UAAL as a
Valuation of Assets Accrued AAL (UAAL) Percentage of
Date Liability (AAL) - Cowered Payroll
Entry Age

(A) (B) (B-A) (A/B) © [(B-A)/C]

October 1, 2007 $ 0 $ 8,615,828 $ 8,615,828 0.0% $ 7,297,281 118.07%
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2009

Federal Grantor/Pass-Through Grantor/Program Title Catalog of Pass - Amount of
Federal Through Expenditures
Domestic Grantor 1)
Assistance Number
Number

United States Department of Agriculture:
Indirect:
Child Nutrition Cluster:
Florida Department of Education:

School Breakfast Program 10.553 321 $ 180,039.24
National School Lunch Program 10.555 300, 350 477,313.47

Florida Department of Agriculture and Consumer Services:
National School Lunch Program 10.555 (2) None 58,884.20
Total United States Department of Agriculture 716,236.91

United States Department of Education:
Indirect:
Florida Department of Education:
Special Education Cluster:

Special Education - Grants to States 84.027 263 514,711.46
Special Education - Preschool Grants 84.173 267 32,602.88
Total Special Education Cluster 547,314.34
Adult Education - Basic Grants to States 84.002 191 42,375.74
Title | Grants to Local Educational Agencies 84.010 212,222,226,228 757,395.44
Career and Technical Education - Basic Grants to States 84.048 151,161 66,062.00
Safe and Drug-Free Schools and Communities - State Grants 84.186 103 9,192.73
Education Technology State Grants 84.318 121 4,737.98
Rural Education 84.358 110 54,425.16
Improving Teacher Quality State Grants 84.367 224 155,722.12
Total United States Department of Education 1,637,225.51

United States Department of Homeland Security:

Indirect:
Florida Department of Education:
Homeland Security Grant Program 97.067 532 16,053.88
Total Expenditures of Federal Awards $ 2,369,516.30
Notes: (1) Basis of Presentation. The Schedule of Expenditures of Federal Awards represents amounts expended from Federal programs

during the fiscal year as determined based on the modified accrual basis of accounting. The amounts reported on the Schedule
have been reconciled to and are in material agreement with amounts recorded in the District's accounting records from which the
basic financial statements have been reported.

(2) Noncash Assistance - National School Lunch Program. Represents the amount of donated food received during the fiscal year.
Commodities are valued at fair value as determined at the time of donation.
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
DAVID W. MARTIN, CPA 111 West Madison Street PHONE: 850-488-5534

AUDITOR GENERAL Tallahassee, Florida 32399-1450 ks 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining
fund information of the Calhoun County District School Board as of and for the fiscal year ended June 30, 2009,
which collectively comprise the District’s basic financial statements, and have issued our report thereon under the
heading INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS. Our report on the
basic financial statements was modified to include a reference to other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
tinancial audits contained in Government Auditing Standards issued by the Comptroller General of the United States.
Other auditors audited the financial statements of the school internal funds, as described in our report on the Calhoun
County District School Board’s financial statements. The financial statements of the school internal funds were not

audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the 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 District’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over

financial reporting,.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the District’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the District’s financial

statements that is more than inconsequential will not be prevented or detected by the District’s internal control.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the

District’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, rules, 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

noncompliance or other matters that are required to be reported under Government Anditing Standards.

We noted certain additional matters that are discussed in the SCHEDULE OF FINDINGS AND
QUESTIONED COSTS section of this report.

Management’s response to the findings described in the SCHEDULE OF FINDINGS AND QUESTIONED
COSTS section of this report is included as Exhibit A. We did not audit management’s response and, accordingly, we

express no opinion on it.

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not limited.
Auditing standards generally accepted in the United States of America require us to indicate that this report is
intended solely for the information and use of the Legislative Auditing Committee, members of the Florida Senate
and the Florida House of Representatives, Federal and other granting agencies, and applicable management and is not

intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

SLC &)

David W. Martin, CPA
November 30, 2009
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building

DAVID W. MARTIN, CPA 111 West Madison Street PHONGE: 850-488-5534
AUDITOR GENERAL Tallahassee, Florida 32399-1450 FAX: 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

Compliance

We have audited the Calhoun County District School Board's compliance with the types of compliance requirements
described in the United States Office of Management and Budget's (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major Federal programs for the fiscal year ended June 30, 2009. The District’s major
Federal programs are identified in the SUMMARY OF AUDITOR’S RESULTS section of the SCHEDULE OF
FINDINGS AND QUESTIONED COSTS. Compliance with the requirements of laws, regulations, contracts,
and grants applicable to each of the District’s major Federal programs is the responsibility of District management.

Our responsibility is to express an opinion on the 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 the OMB’s Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Cireular 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 the 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

ourt opinion. Our audit does not provide a legal determination of the District's compliance with those requitements.

In our opinion, the District complied, in all material respects, with the requirements referred to above that are
applicable to each of its major Federal programs for the year ended June 30, 2009. However, the results of our
auditing procedures disclosed an instance of noncompliance with those requirements, which is required to be reported
in accordance with OMB Circular A-133 and which is described in the SCHEDULE OF FINDINGS AND
QUESTIONED COSTS section of this report as Federal Awards Finding No. 1.
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Internal Control Over Compliance

District management is responsible for establishing and maintaining effective internal control over compliance with
requirements of laws, regulations, contracts, and grants applicable to Federal programs. In planning and performing
our audit, we considered the District’s internal control over compliance with the requirements that could have a direct
and material effect on a major Federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, 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 the District’s

internal control over compliance.

A control deficiency in the District’s internal control over compliance 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 noncompliance with a type of compliance requirement of a Federal program on a timely basis. A significant
deficieney 1s a control deficiency, or combination of control deficiencies, that adversely affects the District’s ability to
administer a Federal program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a Federal program that is more than inconsequential will not be prevented or detected by

the District’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that material noncompliance with a type of compliance requirement of a Federal program will not

be prevented or detected by the District’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be 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.

Management’s response to the findings described in the SCHEDULE OF FINDINGS AND QUESTIONED
COSTS section of this report is included as Exhibit A. We did not audit management’s response and, accordingly, we

express no opinion on it.

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not limited.
Auditing standards generally accepted in the United States of America require us to indicate that this report is
intended solely for the information and use of the Legislative Auditing Committee, members of the Florida Senate
and the Florida House of Representatives, Federal and other granting agencies, and applicable management and is not

intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

SO &) A

David W. Martin, CPA
November 30, 2009
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CALHOUN COUNTY
DISTRICT SCHOOL BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Ungqualified

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

Significant deficiency(ies) identified that are
not considered to be material weakness(es)? None reported

Noncompliance material to financial
statements noted? No

Federal Awards

Internal control over major programs:
Material weakness(es) identified? No

Significant deficiency(ies) identified that are
not considered to be material weakness(es)? None reported

Type of report the auditor issued on compliance for major programs: Ungqualified for all major programs.

Any audit findings disclosed that are required to be reported
in accordance with Section __.510(a) of OMB Circular A-133? Yes

Identification of major programs: Child Nutrition Cluster (CFDA Nos.
10.553 and 10.555) and Special Education
Cluster (CFDA Nos. 84.027 and 84.173)
Dollar threshold used to distinguish between

Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? No
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CALHOUN COUNTY
DISTRICT SCHOOL BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

ADDITIONAL MATTERS

Finding No. 1: Journal Entry Approval

Controls over journal entries could be enhanced. Tiscal assistants in the finance office typically prepared journal
entries to adjust the accounting records, and documented support for these entries in several ways, using corrections
sheets, manual ledgers, and other records. The Director of Finance (Director) generally evidenced her approval of
these entries by initialing the documents; however, our review of District records supporting 25 transactions disclosed
no supervisory approval for 13 of the transactions, including entries to record transfers between bank accounts, State
revenue receipts, and other transactions. Discussions with the Director disclosed that, while the Director did not
always evidence approval of journal entries, she verbally authorized transactions during the journal entry process. The
Director also indicated that she further determined whether transactions were accurate and proper by periodically
reviewing the general ledger and approving bank reconciliations. Further, pursuant to the District’s bank agreement,
money transfers can only be made to other Board accounts. Although these controls mitigate the lack of documented
supetvisor-approved journal entries, and our tests disclosed that entries were appropriate, the risk increases for errors

or misappropriations to occur when there is no evidence of supervisory approval of journal entries.

Recommendation: The District should enhance control procedures over the transaction process to
document supervisory approval of journal entries.

Finding No. 2: Design Professionals — Insurance

Contrary to Section 4.1(1)(f) of the Florida Department of Education’s publication, Guidelines for State Requirements for
Eduncational Facilities — 2007, the Board had not developed a policy providing for the type and amount of professional
liability insurance for design professionals, nor did the District require design professionals to carry such insurance.
The District contracted with an architect for the new high school with estimated construction costs of $21,748,098,
and another architect for several smaller projects with estimated construction costs totaling $426,000. The District
initially obtained certificates of insurance from both architectural firms for the 2008-09 fiscal year; however, the

certificates were only for proposal purposes and did not list the District as insured.

In response to our inquiry in October 2009, the District obtained certificates of professional liability insurance from
the architect of the new high school, insuring the District for the 2008-09 and 2009-2010 fiscal years; however, the
policy coverages were only single-year policies written on a claims-made basis. A claims-made policy provides
coverage only during the period in which a claim is made, rather than the period in which the event occurs that gives
rise to the claim. Claims-made liability policies may not provide the District with sufficient protection if, for example,
a design or construction flaw was discovered subsequent to the construction period and the responsible architect no

longer carried such insurance, carried an insufficient amount of insurance, or was no longer in business.
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When developing policies on professional liability insurance, the District should consider the design risks involved in
construction projects and the approaches management should take to mitigate those risks. Since other professional
liability insurance options such as project riders, occurrence-based liability insurance, and project liability insurance
that offer better coverage may be more costly, the policies should consider the extent of risk that the Board is willing
to take when deciding on the type and amount of required professional liability insurance. Consequently, the level of

acceptable risk may differ by type of project.

Recommendation: Pursuant to guidance from the Florida Department of Education, the District should
either develop policies to provide adequate professional liability insurance for design professionals or
require that design professionals carry such insurance.

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

Federal Awards Finding No. 1:

Federal Agency: United States Department of Education and United States Department of Agriculture

Pass-Through Entity: Florida Department of Education

Programs: ARRA: Child Nutrition Discretionary Grants Limited Availability (CFDA No. 10.579);
Title I Grants to Local Educational Agencies, Recovery Act (CFDA No. 84.389); Special Education Grants
to States, Recovery Act (CFDA No. 84.391); Special Education - Preschool Grants, Recovery Act
(CFDA No. 84.392); State Fiscal Stabilization Fund - Education State Grants, Recovery Act (CFDA 84.394);
and State Fiscal Stabilization Fund - Government Services, Recovery Act (CFDA 84.397)

Finding Type: Noncompliance

Questioned Costs: Not applicable

Reporting and Special Tests and Provisions. The American Recovery and Reinvestment Act (ARRA) provides

funding, in part, to school districts, with the overall goals of improving schools and achievement and producing better
results for students. To support the most effective use of the funds, and measure results, recipients are required to
report certain information tied to the assurance, principles, and strategies associated with ARRA Federal programs.
The United States Federal Government maintains a database, known as the Central Contractor Registration (CCR), to
collect, validate, store, and disseminate information relating to Federal awards, including ARRA Federal programs.
Both current and potential Federal recipients are required to register in CCR in order to receive Federal grant awards.
Recipients are required to initially register in CCR to provide basic information relevant to procurement and financial

transactions, and must update or renew their registration at least once per year to maintain an active status.

The Florida Department of Education approved ARRA Federal funding for the District to administer, as shown in

the table below:
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Grant (CFDA Number) Award Amount
ARRA — Child Nutrition Discretionary (10.579) $ 37,225
ARRA - Title I (84.389) 253,772
ARRA — Special Education (84.391) 494,003
ARRA — Special Education Preschool (84.392) 15,555
ARRA - State Fiscal Stabilization — Education (84.394) 660,824
ARRA — State Fiscal Stabilization — Government (84.397) 35,907

District records indicated that the award periods were from April 22, 2009, to September 30, 2011. Our review of
District records and inquiry with District personnel disclosed that while the District had previously registered in CCR,
this registration expired in April 2007, and the District’s registration had not been updated or renewed. Subsequent to
our inquiries, in October 2009, the Director of Finance (Director) renewed the District’s registration with CCR, and
the District indicated that the Director would be responsible for future renewals with CCR. Without timely renewal

in the CCR system, the District may be limited in its eligibility to receive ARRA Federal Funds.

Recommendation: The District should establish procedures to ensure timely renewal at the Central
Contractor Registration web site on an annual basis as required.

District Contact Person: Suzanne Mason, Director of Finance

PRIOR AUDIT FOLLOW-UP

The District had taken corrective actions for findings included in our report No. 2009-044.

MANAGEMENT’S RESPONSE

Management’s response is included as Exhibit A.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS - FEDERAL AWARDS

CALHOUN COUNTY
DISTRICT SCHOOL BOARD
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS - FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2009

Listed below is the District's summary of the status of prior audit findings on Federal programs:
Audit Report No. Program/Area Brief Description Status Comments

and Federal

Awatds Finding No.

2008-066 (2) and Child Nutrition Cluster Improvements could be made to the District's Corrected. The pass-through grantor did not
2009-044 (1) (CFDA Nos. 10.553 and procedures to monitor its contract with a food require the District to restore
10.555) - Procurement service management company. questioned costs.
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EXHIBIT A
MANAGEMENT’S RESPONSE

BOARD MEETS SECOND TUESDAY
OF EACH MONTH
PHONE (850) 674-5927
FAX (850) 674-5814

CALHOUN COUNTY SCHOOL BOARD

WILSON T. McCLELLAN, Superintendent
20859 CENTRAL AVE E, RM G-20
Blountstown, FL 32424

November 20, 2009

Mr. David W. Martin, CPA
Auditor General

State of Florida

G74 Claude Pepper Building
111 West Madison Street
Tallahassee, FL. 32399-1450

Dear Mr. Martin:
Pursuant to the provisions of Section 11.45(4)(d), Florida Statues, | am responding to the
findings cited in the audit of Calhoun County School Board for the fiscal year ending June 30,

2009.

I would like to thank the members of your staff who conducted the audit for the efficient and
courteous manner in which they did their job.

Our responses are as follows:

Finding No. 1: Journal Entry Approval

The District will continue to enhance the approval of journal entries by the Finance Officer
documenting approval of all journal entries.

Finding No. 2: Design Professionals-Insurance

The District will develop a policy providing for the type and amount of professional liability
insurance required for design professionals that contract with the District for various projects.

“An Equal Opportunity Employer”
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Federal Award Finding 1: ARRA-Child Nutrition Discretionary Grants Limited
Availability (CFDA No. 10.579); ARRA-Title I Grants to Local Educational Agencies,

Recovery Act (CFDA No. 84.389); ARRA-Special Education Grants to States, Recovery
Act (CFDA No. 84.391); ARRA-Special Education-Preschool Grants, Recovery Action
(CFDA No. 84.392); ARRA-State Fiscal Stabilization Fund-Education State Grants,
Recovery Act{(CFDA No. 84.394)and State Fiscal Stabilization Fund-Government Services,

Recovery Act (CFDA No. 84.397)

The District’s registration with the Central Contractor Registration (CCR) has been updated from
inactive to active status as stated in the report. The Finance Officer will update the registration at
least once a year to keep the status active.

Again, we wish to express our appreciation to your audit staff for the professional manner in
which the audit was conducted. We appreciate your recommendations and have taken action to
implement them. Calhoun County has been diligent in the past in attempting to conduct their
affairs in a correct and efficient manner, and we plan to continue in the same manner in the
future. If you need additional information, please let me know.

Sincerely,

Jordsen M Clltn,

Wilson T. McClellan, Superintendent
Calhoun County School District
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