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EXECUTIVE SUMMARY

Summary of Report on Financial Statements

Our audit disclosed that the District’s basic financial statements were presented fairly, in all material
respects, in accordance with prescribed financial reporting standards.

Summary of Report on Internal Control and Compliance

We noted a certain matter involving the District’s internal controls over financial reporting and its operation
that we consider to be a significant deficiency, as summarized below. However, this significant deficiency
is not considered to be a material weakness.

SIGNIFICANT DEFICIENCY

Finding No. 1: Improvements were needed in financial reporting procedures to ensure that account
balances and transactions are properly reported on the financial statements.

The results of our test disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards issued by the Comptroller General of the United States;
however, we noted certain additional matters as summarized below.

ADDITIONAL MATTERS

Finding No. 2: Financial monitoring procedures could be improved by providing monthly financial reports
to the Board.

Finding No. 3: District records did not always evidence that ad valorem tax levy proceeds were used only
for authorized purposes, resulting in $68,303 of questioned costs.

Finding No. 4: The District needed to enhance controls over its health insurance plan.
Finding No. 5: Improvements could be made in controls over contractual services.

Finding No. 6: The District did not timely perform required background screenings for certain
noninstructional personnel.

Finding No. 7: Procurement procedures could be enhanced to provide for routine review of required
statements of financial interests for consideration in making procurement decisions.

Finding No. 8: Controls over virtual instruction program (VIP) operations and related activities could be
enhanced by developing and maintaining comprehensive, written VIP policies and procedures.

Finding No. 9: VIP provider contracts did not include certain necessary provisions.

Finding No. 10: The District could enhance its procedures to ensure timely, written notifications to parents
about student opportunities to participate in the District’s VIP and open enrollment period dates.

Finding No. 11: The District could enhance its procedures to ensure that all students are offered the option
of participating in a part-time VIP as required by law.

Finding No. 12: District records did not evidence that VIP provider instructors were properly certified and
subjected to required background screenings.

Finding No. 13: The District could enhance procedures to ensure that VIP students comply with
compulsory attendance requirements.

Finding No. 14: Procedures needed to be enhanced to ensure that VIP students are provided necessary
computing resources and instructional materials.

Summary of Report on Federal Awards

We audited the District’s Federal awards for compliance with applicable Federal requirements. The Title I
and Race-to-the-Top programs were audited as major Federal programs. The results of our audit indicated
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that the District materially complied with the requirements that could have a direct and material effect on
each of its major Federal programs.

Audit Objectives and Scope

Our audit objectives were to determine whether the Highlands County District School Board and its officers
with administrative and stewardship responsibilities for District operations had:

» Presented the District’s basic financial statements in accordance with generally accepted accounting
principles;

» Established and implemented internal control over financial reporting and compliance with
requirements that could have a direct and material effect on the financial statements or on a major
Federal program,;

> Established internal controls that promote and encourage: 1) compliance with applicable laws,
rules, regulations, contracts, and grant agreements; 2) the economic and efficient operation of the
District; 3) the reliability of records and reports; and 4) the safeguarding of District assets;

» Complied with the various provisions of laws, rules, tregulations, contracts, and grant agreements
that are material to the financial statements, and those applicable to the District’s major Federal
programs; and

» Taken corrective actions for findings included in our report No. 2014-164.

The scope of this audit included an examination of the District’s basic financial statements and the
Schedule of Expenditures of Federal Awards as of and for the fiscal year ended June 30, 2014. We obtained
an understanding of the District’s environment, including its internal control, and assessed the risk of
material misstatement necessary to plan the audit of the basic financial statements and Federal awards. We
also examined various transactions to determine whether they were executed, both in manner and
substance, in accordance with governing provisions of laws, rules, regulations, contracts, and grant
agreements.

Audit Methodology

The methodology used to develop the findings in this report included the examination of pertinent District
records in connection with the application of procedures required by auditing standards generally accepted
in the United States of America; applicable standards contained in Government Auditing Standards issued
by the Comptroller General of the United States; and Office of Management and Budget Circular A-133.

il
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building

DAVID W. MARTIN, CPA 111 West Madison Street PHONE: 850-412-2722
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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
Highlands County District School Board, as of and for the fiscal year ended June 30, 2014, and the related notes to
the financial statements, which collectively comprise the District’s basic financial statements as listed in the table of

contents.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are

free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the school internal funds, which represent 39 percent of the assets and 88 percent of the
liabilities of the aggregate remaining fund information. In addition, we did not audit the financial statements of the
discretely presented component unit, which represent 100 percent of the transactions and account balances of the
discretely presented component unit columns. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinions, insofar as they relate to the amounts included for the
school internal funds and the discretely presented component unit, are based solely on the reports of the other

auditors.

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
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General of the United States. Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinions.
Opinions

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund information
for the Highlands County District School Board as of June 30, 2014, and the respective changes in financial position
and, where applicable, cash flows thereof for the fiscal year then ended in accordance with accounting principles

generally accepted in the United States of America.
Emphasis of Matter

As discussed in note 1I to the basic financial statements, the District adjusted beginning net position and beginning
fund balance to correct previously reported payable errors. This matter affects the comparability of amounts reported
for the 2013-14 fiscal year with amounts reported for the 2012-13 fiscal year. Our opinion is not modified with

respect to this matter.
Other Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that MANAGEMENT’S
DISCUSSION AND ANALYSIS, BUDGETARY COMPARISON SCHEDULE - GENERAL AND MAJOR
SPECIAL REVENUE FUNDS, SCHEDULE OF FUNDING PROGRESS - OTHER
POSTEMPLOYMENT BENEFITS PLAN, and NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION, as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a required part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us

with sufficient evidence to express an opinion or provide any assurance.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements. The accompanying SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS is presented for purposes of additional analysis as required by the United States Office of Management and
Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part
of the basic financial statements. The SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is fairly stated, in all material respects, in relation

to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the District’s
internal control over financial reporting and on our tests of its compliance with certain provisions of laws, rules,
regulations, contracts, and grant agreements and other matters included under the heading 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.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Aunditing

Standards in considering the District’s internal control over financial reporting and compliance.

Respectfully submitted,

SLL 4]

David W. Martin, CPA
Tallahassee, Florida
March 30, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the Highlands County District School Board has prepared the following discussion and analysis
to provide an overview of the District’s financial activities for the fiscal year ended June 30, 2014. The information
contained in the Management’s Discussion and Analysis (MD&A) is intended to highlight significant transactions,
events, and conditions and should be considered in conjunction with the District’s financial statements and notes to

financial statements found immediately following the MD&A.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2013-14 fiscal year are as follows:

» In total, net position decreased $5,019,210, which represents a 6.4 percent decrease from the 2012-13 fiscal
year. This was mainly due to an increase in expenses, a decrease in property taxes levied for operational
purposes, offset by a $1,012,879 increase in net position for a prior period adjustment.

» General revenues total $100,168,750, or 89.6 petcent of all revenues. Program specific revenues in the form
of charges for services, operating grants and contributions, and capital grants and contributions total
$11,657,460, or 10.4 percent of all revenues.

» Expenses total $117,858,299. Only $11,657,460 of these expenses wete offset by program specific revenues,
with the remainder paid from general revenues.

» At the end of the current fiscal year, the fund balance of the General Fund totals $4,523,464, which is
$1,415,818 less than the prior fiscal year balance. The fund balance includes $541,888 of nonspendable
funds, $447,209 of restricted funds, $679,556 of assigned funds, and $2,854,811 of unassigned funds.

OVERVIEW OF FINANCIAL STATEMENTS

The basic financial statements consist of three components: 1) government-wide financial statements; 2) fund
financial statements; and 3) notes to financial statements. This report also includes supplementary information

intended to furnish additional details to support the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements provide both short-term and long-term information about the District’s
overall financial condition in a manner similar to those of a private-sector business. The statements include a
statement of net position and a statement of activities that are designed to provide consolidated financial information
about the governmental and business-type activities of the District presented on the accrual basis of accounting. The
statement of net position provides information about the District’s financial position, its assets and liabilities, using an
economic resources measurement focus. Assets less liabilities equal net position, which is a measure of the District’s
financial health. The statement of activities presents information about the change in the District’s net position, the
results of operations, during the fiscal year. An increase or decrease in net position is an indication of whether the

District’s financial health is improving or deteriorating.
The government-wide statements present the District’s activities in the following categories:

» Governmental activities — This represents most of the District’s services, including its educational programs:
basic, vocational, adult, and exceptional education. Support functions such as transportation and
administration are also included. Local property taxes and the State’s education finance program provide
most of the resources that support these activities.

» Business-type activities — The District charges fees and receives Federal grants to cover the cost of certain
services it provides. These activities account for the financial resources of the Heartland Educational
Consortium.



MARCH 2015 REPORT NoO. 2015-176

» Component units — The District presents the Highlands County Education Foundation, Inc., as a discretely
presented component unit. Although a legally separate organization, the component unit is included in this
report because it meets the criteria for inclusion provided by generally accepted accounting principles.
Financial information for this component unit is reported separately from the financial information presented
for the primary government.

The Highlands County School Board Leasing Corporation (Leasing Corporation), although also a legally
separate entity, was formed to facilitate financing for the acquisition of facilities and equipment for the
District. Due to the substantive economic relationship between the District and the Leasing Corporation, the
Leasing Corporation has been included as an integral part of the primary government.

Fund Financial Statements

Fund financial statements are one of the components of the basic 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. ‘The District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements and prudent fiscal management. Certain funds are established by law while others are created by legal
agreements, such as bond covenants. Fund financial statements provide more detailed information about the
District’s financial activities, focusing on its most significant or “major” funds rather than fund types. This is in
contrast to the entitywide perspective contained in the government-wide statements. All of the District’s funds may

be classified within one of the broad categories discussed below.

Governmental Funds: Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in

assessing a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the government’s near-term financing decisions. Both the governmental funds balance sheet and
the governmental funds statement of revenues, expenditures, and changes in fund balances provide a reconciliation to

facilitate this comparison between governmental funds and governmental activities.

The governmental funds balance sheet and statement of revenues, expenditures, and changes in fund balances provide
detailed information about the District’s most significant funds. The District’s major funds are the General Fund,
Special Revenue — Other Fund, Special Revenue — Federal Economic Stimulus Fund, and Capital Projects — Special

Act Bonds Fund. Data from the other governmental funds are combined into a single, aggregated presentation.

The District adopts an annual appropriated budget for its governmental funds. A budgetary comparison schedule has

been provided for the General and major Special Revenue Funds to demonstrate compliance with the budget.

Proprietary Funds: Proprietary funds may be established to account for activities in which a fee is charged for

services. Two types of proprietary funds are maintained:

» Enterprise funds are used to report the same functions as business-type activities in the government-wide
financial statements. The District uses the enterprise funds to account for the Heartland Educational
Consortium.

» Internal service funds are used to report activities that provide goods and services to support the District’s
other programs and functions through user charges. The District uses an internal service fund to account for
the District’s employee dental program. Since these services predominantly benefit governmental rather than

5
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business-type functions, the internal service fund has been included within governmental activities in the
government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail, for those enterprise funds determined to be major. The District’s major enterprise funds are the Heartland
Educational Consortium and the Heartland Educational Consortium — ARRA Funds. The internal service fund is

presented in a single column in the proprietary fund financial statements.

Fiduciary Funds: Fiduciary funds are used to report assets held in a trustee or fiduciary capacity for the benefit of

external parties, such as student activity funds. Fiduciary funds are not reflected in the government-wide statements
because the resources are not available to support the District’s own programs. In its fiduciary capacity, the District is

responsible for ensuring that the assets reported in these funds are used only for their intended purposes.
The District uses private-purpose trust funds to account for scholarship funds established by private donors.
The District uses agency funds to account for resources held for student activities and groups.

Notes to Financial Statements

The notes provide additional information that is essential for a full understanding of the data provided in the
government-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents required supplementary
information concerning the District’s progress in funding its obligation to provide other postemployment benefits to

its employees.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted eatlier, net position over time may serve as a useful indicator of a government’s financial health. The

following is a summary of the District’s net position as of June 30, 2014, compared to net position as of

June 30, 2013

Current and
Other Assets
Capital Assets

Total Assets

Long-Term Liabilities
Other Liabilities

Total Liabilities

Net Position:
Net investment in
Capital Assets
Restricted

Unrestricted (Deficit)

Total Net Position

Net Position, End of Year

Governmental Business-Type
Activities Activities

6-30-14 6-30-13 6-30-14 6-30-13 6-30-14 6-30-13
$13,853,335.36 $ 14,844,574.25 $ 771,114.95 $ 752,606.94 $ 14,624,450.31 $ 15,597,181.19
125,272,174.04 130,353,145.69 396,898.26 405,498.82 125,669,072.30 130,758,644.51
139,125,509.40 145,197,719.94 1,168,013.21 1,158,105.76 140,293,522.61 146,355,825.70
62,478,764.02 63,310,438.85 23,007.62 4,302.14 62,501,771.64 63,314,740.99
4,467,969.78 4,667,845.24 11,439.55 41,687.76 4,479,409.33 4,709,533.00
66,946,733.80 67,978,284.09 34,447 .17 45,989.90 66,981,180.97 68,024,273.99
68,527,174.04 72,758,145.69 396,898.26 405,498.82 68,924,072.30 73,163,644.51
4,535,570.82 3,755,539.02 4,535,570.82 3,755,539.02
(883,969.26) 705,751.14 736,667.78 706,617.04 (147,301.48) 1,412,368.18

$72,178,775.60

$ 77,219,435.85

$1,133,566.04

$1,112,115.86

$ 73,312,341.64

$ 78,331,551.71

The largest portion of the District’s net position is investment in capital assets (e.g., land; buildings; furniture, fixtures,

and equipment), less any related debt still outstanding. The District uses these capital assets to provide services to

students; consequently, these assets are not available for future spending. Although the investment in capital assets is

reported net of related debt, the resources used to repay the debt must be provided from other sources, since the

capital assets cannot be used to liquidate these liabilities.

The restricted portion of the District’s net position represents resources that are subject to external restrictions on

how they may be used. The deficit unrestricted net position was the result, in part, of accruing $4,099,764 in

compensated absences payable and $1,634,000 in other postemployment benefit obligations.
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The key elements of the changes in the District’s net position for the fiscal years ended June 30, 2014, and
June 30, 2013, are as follows:

Operating Results for the Fiscal Year Ended

Governmental Business-Type Total
Activities Activities
6-30-14 6-30-13 6-30-14 6-30-13 6-30-14 6-30-13
Program Revenues:
Charges for Senvices $ 1,499,716.28  § 1,476,692.63 $ 135,094.19 §$ 202,151.80 $ 1,634,810.47 3§ 1,678,844.43
Operating Grants and Contributions 9,947,635.55 9,580,162.82 9,947,635.55 9,580,162.82
Capital Grants and Contributions 75,013.99 77,060.83 75,013.99 77,060.83
General Revenues:
Property Taxes, Levied for Operational Purposes 27,016,912.29 29,772,324.41 27,016,912.29 29,772,324.41
Property Taxes, Levied for Capital Projects 7,032,789.64 7,207,463.75 7,032,789.64 7,207,463.75
Grants and Contributions Not Restricted
to Specific Programs 61,947,302.78 56,321,259.60 480,698.31 221,386.65 62,428,001.09 56,542,646.25
Unrestricted Investment Earnings 59,265.06 66,898.81 5,376.96 8,300.19 64,642.02 75,199.00
Miscellaneous 3,549,596.32 2,093,626.44 76,808.83 41,827.88 3,626,405.15 2,135,454.32
Total Revenues 111,128,231.91 106,595,489.29 697,978.29 473,666.52 111,826,210.20 107,069,155.81
Functions/Program Expenses:
Instruction 58,434,846.23 54,086,431.46 58,434,846.23 54,086,431.46
Student Personnel Senices 5,205,623.70 4,960,196.67 5,205,623.70 4,960,196.67
Instructional Media Senices 882,382.20 841,825.65 882,382.20 841,825.65
Instruction and Curriculum Development Senvices 2,909,525.70 2,471,501.33 2,909,525.70 2,471,501.33
Instructional Staff Training Senvices 2,081,705.29 1,958,902.15 2,081,705.29 1,958,902.15
Instruction Related Technology 1,902,040.45 1,5629,745.45 1,902,040.45 1,529,745.45
School Board 448,464.07 446,009.47 448,464.07 446,009.47
General Administration 926,250.00 658,283.91 926,250.00 658,283.91
School Administration 6,357,074.71 6,210,171.99 6,357,074.71 6,210,171.99
Facilities Acquisition and Construction 870,102.12 1,285,130.80 870,102.12 1,285,130.80
Fiscal Senices 794,862.04 752,717.69 794,862.04 752,717.69
Food Senvices 8,548,398.82 8,223,785.44 8,548,398.82 8,223,785.44
Central Senvices 1,318,882.62 1,252,837.31 1,318,882.62 1,252,837.31
Student Transportation Senices 6,069,962.30 5,933,176.32 6,069,962.30 5,933,176.32
Operation of Plant 8,204,194.09 8,142,873.92 8,204,194.09 8,142,873.92
Maintenance of Plant 2,108,035.58 2,071,314.60 2,108,035.58 2,071,314.60
Administrative Technology Senices 444,369.62 400,122.37 444,369.62 400,122.37
Community Senvices 595,383.25 557,777.53 595,383.25 557,777.53
Unallocated Interest on Long-Term Debt 2,526,049.23 2,648,314.16 2,526,049.23 2,648,314.16
Unallocated Depreciation Expense 6,553,618.64 6,807,932.01 6,553,618.64 6,807,932.01
Heartland Educational Consortium 443,610.80 493,656.92 443,610.80 493,656.92
Heartland Educational Consortium - ARRA 232,917.31 221,386.65 232,917.31 221,386.65
Total Functions/Program Expenses 117,181,770.66 111,239,050.23 676,528.11 715,043.57 117,858,298.77 111,954,093.80
Change in Net Position (6,053,538.75) (4,643,560.94) 21,450.18 (241,377.05) (6,032,088.57) (4,884,937.99)
Net Position - Beginning 77,219,435.85 81,862,996.79 1,112,115.86 1,353,492.91 78,331,551.71 83,216,489.70
Adjustment to Beginning Net Position 1,012,878.50 1,012,878.50
Net Position - Beginning, as Restated 78,232,314.35 81,862,996.79 1,112,115.86 1,353,492.91 79,344,430.21 83,216,489.70
Net Position - Ending $ 72,178,77560 $ 77,219,435.85 $ 1,133,566.04 $ 1,112,115.86 $ 73312,341.64 $ 78,331,551.71

The largest revenue source is the State of Florida (48.1 percent), which increased by $5,099,278 or 10.5 percent.
Revenues from State sources for current operations are primarily received through the Florida Education Finance

Program (FEFP) funding formula. The FEFP formula utilizes student enrollment data, and is designed to maintain
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equity in funding across all Florida school districts, taking into consideration the District’s funding ability based on the

local property tax base, which resulted in an increase for this year.

Instruction and instruction related technology expenses represent 51.5 percent of total governmental expenses in the
2013-14 fiscal year. Instruction and instruction related technology expenses increased by $4,720,710, or 8.5 percent,

from the previous fiscal year due to salary increases and technology upgrades.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
Governmental Funds

The focus of the District’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resoutrces. Such information is useful in assessing the District’s financing requirements.
Specifically, unassigned fund balance may serve as a useful measure of a government’s net resources available for
discretionary use as it represents the portion of fund balance that has not been limited to a particular purpose by an
external party, the District, or a group or individual delegated authority by the Board to assign resources for particular

purposes.

The total fund balances of governmental funds decreased by $677,576, after an adjustment to beginning fund balance
of $1,012,879, during the fiscal year to $8,611,826 at June 30, 2014. Approximately 33 percent of this amount is
unassigned fund balance ($2,854,811), which is available for spending at the District’s discretion. The remainder of
the fund balance is nonspendable, restricted, or assigned to indicate that it is 1) not in spendable form ($937,423),
2) restricted for particular purposes ($4,140,036), or 3) assigned for particular purposes ($679,556).

Major Governmental Funds

The General Fund is the District’s chief operating fund. The unassigned fund balance of the General Fund serves as
a useful measure of a government’s net resources available for use as it represents the portion of fund balance that has
not been limited to a particular purpose by external parties. At the end of the current fiscal year, the unassigned fund
balance was $2,854,811, while the total fund balance was $4,523,464.

General Fund balance decreased by $1,415,818 during the fiscal year. Key factors impacting the change in fund

balance are as follows:

» Total General Fund revenues increased $3,323,328 or 4.1 percent caused mainly by an increase in FEFP
revenues.

» Total General Fund expenditures increased by $4,911,843 or 5.9 percent due mainly to increases in salaties.

» An adjustment to increase beginning fund balance of $1,012,879 related to a reduction in payroll deductions
and withholdings payable due to excess Board-contributed insurance premiums.

The Special Revenue — Other Fund and Special Revenue — Federal Economic Stimulus Fund were mainly used for
instructional services. For the 2013-14 fiscal year, Special Revenue — Other Fund revenues and expenditures each
totaled $10,945,718 and Special Revenue — Federal Economic Stimulus Fund revenues and expenditures each totaled
$383,880. Activity in the Special Revenue — Other Fund increased mainly because of additional Title I and Migrant
program funding and activity in the Special Revenue — Federal Economic Stimulus Fund decreased from reduced
Federal Economic Stimulus program funding. Because grant revenues attributed to the grants accounted for in these

funds are not recognized until expenditures are incurred, these funds generally do not accumulate fund balances.

The Capital Projects — Special Act Bonds Fund was used to account for the resources from the Capital Improvement
and Refunding Revenue Bonds, Series 2014. The total fund balance of $2,585,315 is restricted for the acquisition,

construction, and maintenance of certain capital school projects.

9
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Proprietary Funds
Net position of the Heartland Educational Consortium Fund increased by $21,450 to $1,133,566, or 1.9 percent from

the prior fiscal year.

The Heartland Educational Consortium - ARRA Fund has total revenues and expenses of $232,917 each. Because
revenues attributed to the grants accounted for in this fund are not recognized until expenses are incurred, the fund

generally does not accumulate net position.

Unrestricted net position of the Internal Service Fund decreased by $113,788 to $773,540 primarily as a result of an

increase in dental claims.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the 2013-14 fiscal year, the Board revised the District budget several times. These budget
amendments fall primarily into three categories. The first category includes amendments and supplemental
appropriations that were approved shortly after the beginning of the fiscal year to record new grants. The second
category includes changes in State FEFP revenue estimates during the fiscal year. The final category includes the
Board-approved transfers between expenditure functions and objects. Original budgets were subsequently amended
to reflect increased FEFP funding. There were no significant variances noted between the final budget and actual

revenues and expenditures.

CAPITAL ASSETS AND LONG-TERM DEBT
Capital Assets

For the current fiscal year, capital assets decreased $5,089,572 due to depreciation expense exceeding capital asset

additions. Additional information on the District’s capital assets can be found in the notes to the financial statements.

Long-Term Debt
The District’s long-term debt decreased by $850,000 during the fiscal year, or 1.5 percent. This was due to payments

of current debt issues, the advance refunding of the Refunding Revenues Bonds, Series 1999A, and the issuance of the
Capital Improvement and Refunding Revenue Bonds, Series 2014. Additional information on the District’s long-term

debt can be found in the notes to the financial statements.

OTHER MATTERS OF SIGNIFICANCE

Approximately 63 percent of the total General Fund revenues are from the State of Florida. The primary source of
revenue for the State is the State sales tax, which is an unstable revenue stream. Economic conditions, which affect
consumer spending both nationally and especially in the State of Florida, will impact the amount of revenue received
by the District. Changes in levels of tourism, immigration into the State of Florida, and unemployment have a
significant impact on establishing the State budget as well as the District budget. Federal stimulus funds helped in the

short term, but with the exception of the Race-to-the-Top program, these funds are no longer available.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances for all those with an interest
in the District’s finances. Questions concerning information provided in the MD&A or other required supplementary
information, and financial statements and notes thereto, or requests for additional financial information should be
addressed to the Superintendent’s Office, Highlands County District School Board, 426 School Street, Sebring, FL
33870.

10
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BASIC FINANCIAL STATEMENTS

HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF NET POSITION
June 30, 2014

Primary Government Component
Governmental Business-Type Total Unit
Activities Activities
ASSETS
Cash and Cash Equivalents $ 11,782,238.41 743,625.80 12,525,864.21 $ 22,616.97
Accounts Receivable 100,392.27 100,392.27
Due from Other Agencies 838,320.37 27,489.15 865,809.52
Inventories 765,844.54 765,844.54
Restricted Cash with Fiscal Agent 173,331.64 173,331.64
Investments 193,208.13 193,208.13
Capital Assets:
Nondepreciable Capital Assets 5,759,410.50 126,607.00 5,886,017.50
Depreciable Capital Assets, Net 119,512,763.54 270,291.26 119,783,054.80
TOTAL ASSETS 139,125,509.40 1,168,013.21 140,293,522.61 22,616.97
LIABILITIES
Payroll Deductions and Withholdings 3,915,512.14 14,023.85 3,929,535.99
Accounts Payable 473,308.10 8,983.77 482,291.87
Advanced Revenue 38,724.84 38,724.84
Estimated Insurance Claims Payable 40,424.70 40,424.70
Long-Term Liabilities:
Portion Due Within One Year 3,850,000.00 3,850,000.00
Portion Due After One Year 58,628,764.02 11,439.55 58,640,203.57
TOTAL LIABILITIES 66,946,733.80 34,447.17 66,981,180.97
NET POSITION
Net Investment in Capital Assets 68,527,174.04 396,898.26 68,924,072.30
Restricted for:
State Required Carryover Programs 101,855.06 101,855.06
Debt Senvice 473,987.57 473,987.57
Capital Projects 3,053,835.32 3,053,835.32
Food Senice 560,538.96 560,538.96
Other Purposes 345,353.91 345,353.91
Unrestricted (883,969.26) 736,667.78 (147,301.48) 22,616.97
TOTAL NET POSITION $ 72,178,775.60 $ 1,133,566.04 $  73,312,341.64 $ 22,616.97

The accompanying notes to financial statements are an integral part of this statement.
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2014

Expenses Program Revenues
Charges Operating Capital
for Grants and Grants and
Services Contributions Contributions

Functions/Programs
Primary Government
Governmental Activities:

Instruction $ 58,434,846.23 $ $ $

Student Personnel Senices 5,205,623.70

Instructional Media Senvices 882,382.20

Instruction and Curriculum Development Senvices 2,909,525.70

Instructional Staff Training Senices 2,081,705.29

Instruction Related Technology 1,902,040.45

School Board 448,464.07

General Administration 926,250.00

School Administration 6,357,074.71

Facilities Acquisition and Construction 870,102.12 75,013.99

Fiscal Senices 794,862.04

Food Services 8,548,398.82 1,499,716.28 7,132,675.95

Central Senvices 1,318,882.62

Student Transportation Senvices 6,069,962.30 2,440,080.00

Operation of Plant 8,204,194.09

Maintenance of Plant 2,108,035.58

Administrative Technology Senvices 444,369.62

Community Services 595,383.25

Unallocated Interest on Long-Term Debt 2,526,049.23 374,879.60

Unallocated Depreciation Expense* 6,553,618.64
Total Governmental Activities 117,181,770.66 1,499,716.28 9,947,635.55 75,013.99
Business-Type Activities:

Heartland Educational Consortium 443,610.80 135,094.19

Heartland Educational Consortium - ARRA 232,917.31
Total Business-Type Activities 676,528.11 135,094.19
Total Primary Government $ 117,858,298.77 $ 1,634,810.47 $ 9,947,635.55 $ 75,013.99
Component Unit
Highlands County Education Foundation, Inc. $ 107,527.97 $ 0.00 $ 0.00 $ 0.00

General Revenues:
Taxes:
Property Taxes, Levied for Operational Purposes
Property Taxes, Levied for Capital Projects
Grants and Contributions Not Restricted to Specific Programs
Unrestricted Investment Earnings
Miscellaneous
Total General Revenues
Change in Net Position

Net Position - Beginning
Adjustment to Beginning Net Position

Net Position - Beginning, as Restated
Net Position - Ending
* This amount excludes the depreciation that is included in the direct expenses of the various functions.

The accompanying notes to financial statements are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Position

Primary Government Component
Governmental Business-Type Total Unit
Activities Activities

$ (58,434,846.23
(5,205,623.70
(882,382.20

) $ $ (58,434,846.23) $
) (5,205,623.70)
) (882,382.20)
(2,909,525.70) (2,909,525.70)
(2,081,705.29) (2,081,705.29)
(1,902,040.45) (1,902,040.45)

)

)

)

)

)

(448,464.07 (448,464.07)
(926,250.00 (926,250.00)
(6,357,074.71 (6,357,074.71)

(795,088.13 (795,088.13)
(794,862.04 (794,862.04)
83,993.41 83,993.41

(1,318,882.62) (1,318,882.62)
(3,629,882.30) (3,629,882.30)
(8,204,194.09) (8,204,194.09)
(2,108,035.58) (2,108,035.58)
(444,369.62) (444,369.62)
(595,383.25) (595,383.25)
(2,151,169.63) (2,151,169.63)
(6,553,618.64) (6,553,618.64)
(105,659,404.84) (105,659,404.84)
(308,516.61) (308,516.61)
(232,917.31) (232,917.31)
(541,433.92) (541,433.92)
(105,659,404.84) (541,433.92) (106,200,838.76)
(107,527.97)
27,016,912.29 27,016,912.29
7,032,789.64 7,032,789.64
61,947,302.78 480,698.31 62,428,001.09 1,143.78
59,265.06 5,376.96 64,642.02 204.70
3,549,596.32 76,808.83 3,626,405.15 114,235.25
99,605,866.09 562,884.10 100,168,750.19 115,583.73
(6,053,538.75) 21,450.18 (6,032,088.57) 8,055.76
77,219,435.85 1,112,115.86 78,331,551.71 14,561.21
1,012,878.50 1,012,878.50
78,232,314.35 1,112,115.86 79,344,430.21 14,561.21
$  72,178,77560 $ 1,133,566.04 $ 73,312,341.64  $ 22,616.97
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2014

General Special Special Capital
Fund Revenue - Revenue - Projects -
Other Federal Economic Special Act
Fund Stimulus Fund Bonds Fund
ASSETS
Cash and Cash Equivalents $ 7,336,639.88 $ 184,814.55 $ 242.48 $ 2,611,041.94
Investments
Accounts Receivable 96,566.59
Due from Other Funds 8,000.00
Due from Other Agencies 242,526.63 317,229.36 13,644.80
Inventories 523,921.30
Restricted Cash with Fiscal Agent
Investments in SBA Fund B Surplus Trust Funds 17,966.79
Total Assets $ 8,217,621.19 $ 510,043.91 $ 13,887.28 $ 2,611,041.94
LIABILITIES AND FUND BALANCES
Liabilities:
Payroll Deductions and Withholdings $ 3,437,862.27 $ 391,372.48 $ 44.92 $
Accounts Payable 256,294.73 115,365.68 5,842.36 25,726.82
Due to Other Funds 8,000.00
Advanced Revenue 3,305.75
Total Liabilities 3,694,157.00 510,043.91 13,887.28 25,726.82
Fund Balances:
Nonspendable:
Inventories 523,921.30
Investments in SBA Fund B 17,966.79
Total Nonspendable Fund Balance 541,888.09
Restricted for:
State Required Carryover Programs 101,855.06
Debt Senice
Capital Projects 2,585,315.12
Food Senice
State and Local Grants 78,978.42
Fuel Tax 260,358.00
School Recognition 6,017.49
Total Restricted Fund Balance 447,208.97 2,585,315.12
Assigned for:
Subsequent Fiscal Year's Budget: Appropriation of Fund Balance 550,114.41
School Supplies and Equipment 129,441.22
Total Assigned Fund Balance 679,555.63
Unassigned Fund Balance 2,854,811.50
Total Fund Balances 4,523,464.19 2,585,315.12
TOTAL LIABILITIES AND FUND BALANCES $ 8,217,621.19 $ 510,043.91 $ 13,887.28 $ 2,611,041.94

The accompanying notes to financial statements are an integral part of this statement.
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Other
Governmental
Funds

Total
Governmental
Funds

$ 835,535.32

10,968,274.17

21,629.45 21,629.45
3,825.68 100,392.27
8,000.00

264,919.58 838,320.37
241,923.24 765,844.54
173,331.64 173,331.64
153,611.89 171,578.68
1,694,776.80 13,047,371.12
86,232.47 3,915,512.14
70,078.51 473,308.10
8,000.00

35,419.09 38,724.84
191,730.07 4,435,545.08
241,923.24 765,844.54
153,611.89 171,578.68
395,535.13 937,423.22
101,855.06

320,375.68 320,375.68
468,520.20 3,053,835.32
318,615.72 318,615.72
78,978.42

260,358.00

6,017.49

1,107,511.60 4,140,035.69
550,114.41

129,441.22

679,555.63

2,854,811.50

1,503,046.73 8,611,826.04

$ 1,694,776.80

13,047,371.12
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2014

Total Fund Balances - Governmental Funds
Amounts reported for governmental activities in the statement of net position are different because:

Capital assets, net of accumulated depreciation, used in governmental activities are not
financial resources and, therefore, are not reported as assets in the governmental funds.

Internal service funds are used by management to charge the costs of certain activities,
such as insurance, to individual funds. The assets and liabilities of the internal
service fund are included in governmental activities in the statement of net position.

Long-term liabilities are not due and payable in the fiscal year and, therefore, are not reported
as liabilities in the governmental funds. Long-term liabilities at fiscal year-end consist of:

Bonds Payable $ 4,230,000.00
Certificates of Participation Payable 52,515,000.00
Compensated Absences Payable 4,099,764.02
Other Postemployment Benefits Payable 1,634,000.00

$

8,611,826.04

125,272,174.04

773,539.54

(62,478,764.02)

Net Position - Governmental Activities

The accompanying notes to financial statements are an integral part of this statement.
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES -
GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2014

General Special Special Capital
Fund Revenue - Revenue - Projects -
Other Federal Economic Special Act
Fund Stimulus Fund Bonds Fund

Revenues
Intergovernmental:

Federal Direct $ 163,703.09 $ 1,625.54 $ $

Federal Through State and Local 707,278.07 10,944,092.62 383,880.08

State 52,677,547.43
Local:

Property Taxes 27,016,912.29

Charges for Seniices - Food Senice

Miscellaneous 2,856,082.22

Total Local Revenues 29,872,994.51

Total Revenues 83,421,523.10 10,945,718.16 383,880.08
Expenditures
Current - Education:

Instruction 53,205,755.59 5,086,915.27 117,129.45

Student Personnel Senices 4,200,654.77 1,013,189.55

Instructional Media Senvices 880,902.15 50.00

Instruction and Curriculum Development Senices 1,041,812.62 1,856,655.61 29,056.45

Instructional Staff Training Senices 701,135.00 1,255,008.13 125,562.16

Instruction Related Technology 1,057,074.61 842,427.28 970.28

School Board 447,737.26

General Administration 512,455.76 402,337.35 9,955.75

School Administration 6,371,000.66

Facilities Acquisition and Construction

Fiscal Senices 795,088.13

Food Seniices

Central Services 1,321,288.41

Student Transportation Senices 5,565,701.76 110,394.11

Operation of Plant 8,194,935.20 2,019.80

Maintenance of Plant 2,087,355.98

Administrative Technology Senices 443,649.45

Community Senvices 594,418.33
Fixed Capital Outlay:

Facilities Acquisition and Construction 82,610.36 24,170.00 236,117.72

Other Capital Outlay 196,643.54 352,551.06 101,205.99
Debt Senvice:

Principal

Interest and Fiscal Charges
Total Expenditures 87,700,219.58 10,945,718.16 383,880.08 236,117.72
Excess (Deficiency) of Revenues Over Expenditures (4,278,696.48) (236,117.72)
Other Financing Sources (Uses)
Transfers In 1,850,000.00
Revenue Refunding Bonds Issued 2,821,432.84
Premium on District Revenue Refunding Bonds
Transfers Out
Total Other Financing Sources (Uses) 1,850,000.00 2,821,432.84
Net Change in Fund Balances (2,428,696.48) 2,585,315.12
Fund Balances, Beginning 5,939,282.17
Adjustment to Beginning Fund Balance 1,012,878.50
Fund Balance, Beginning as Restated 6,952,160.67
Fund Balances, Ending $ 4,523,464.19 $ 0.00 $ 0.00 $ 2,585,315.12

The accompanying notes to financial statements are an integral part of this statement.
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Other Total
Governmental Governmental
Funds Funds
$ 165,328.63
6,990,533.95 19,025,784.72
808,569.61 53,486,117.04
7,032,789.64 34,049,701.93
1,499,716.28 1,499,716.28
159,288.62 3,015,370.84
8,691,794.54 38,564,789.05
16,490,898.10 111,242,019.44
58,409,800.31
5,213,844.32
880,952.15
2,927,524.68
2,081,705.29
1,900,472.17
447,737.26
924,748.86
6,371,000.66
870,102.12 870,102.12
795,088.13
8,534,544.73 8,534,544.73
1,321,288.41
5,676,095.87
8,196,955.00
2,087,355.98
443,649.45
594,418.33
80,314.40 423,212.48
805,527.82 1,455,928.41
4,280,000.00 4,280,000.00
2,642,223.43 2,642,223.43
17,212,712.50 116,478,648.04
(721,814.40) (5,236,628.60)
5,143,632.88 6,993,632.88
608,567.16 3,430,000.00
116,174.20 116,174.20
(6,993,632.88) (6,993,632.88)
(1,125,258.64) 3,546,174.20
(1,847,073.04) (1,690,454.40)
3,350,119.77 9,289,401.94
1,012,878.50
3,350,119.77 10,302,280.44
$ 1,503,046.73 8,611,826.04
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2014

Net Change in Fund Balances - Governmental Funds $ (1,690,454.40)
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in the governmental funds as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated useful lives
as depreciation expense. This is the amount of depreciation expense in excess of capital
outlays in the current fiscal year. (5,080,971.65)

Long-term debt proceeds provide current financial resources to the governmental funds, but issuing
debt increases long-term liabilities in the statement of net position. Repayment of long-term
debt is an expenditure in the governmental funds, but the repayment reduces long-term
liabilities in the statement of net position. This is the amount by which repayments exceed
proceeds in the current fiscal year.

Bond Proceeds $ (3,430,000.00)
Payment to Refund 1999 Bonds 795,000.00
Other Bond Repayments 470,000.00
COPS Repayments 3,015,000.00 850,000.00

In the statement of activities, the cost of compensated absences is measured by the amounts earned
during the fiscal year, while in the governmental funds, expenditures are recognized based on
the amounts actually paid for compensated absences. This is the net amount of compensated
absences used in excess of the amount earned in the current fiscal year. 151,674.83

Other postemployment benefits costs are recorded in the statement of activities under the full
accrual basis of accounting, but are not recorded in the governmental funds until paid. This
is the net increase in the other postemployment benefits liability for the current fiscal year. (170,000.00)

Internal senice funds are used by management to charge the cost of certain activities, such as
insurance, to individual funds. The net expense of the internal senice fund is reported with
governmental activities. (113,787.53)

Change in Net Position - Governmental Activities $ (6,053,538.75)

The accompanying notes to financial statements are an integral part of this statement.
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ASSETS

Current Assets:
Cash and Cash Equivalents
Due From Other Funds
Due From Other Agencies

Total Current Assets
Noncurrent Assets:

Land
Buildings and Fixed Equipment, Net

Furniture, Fixtures, and Equipment, Net

Computer Software, Net
Total Noncurrent Assets
TOTAL ASSETS
LIABILITIES
Current Liabilities:
Payroll Deductions and Withholdings
Accounts Payable
Due to Other Funds
Estimated Insurance Claims Payable
Total Current Liabilities
Noncurrent Liabilities:
Liabilities for Compensated Absences
Total Liabilities

NET POSITION

Investment in Capital Assets
Unrestricted

Total Net Position

HIGHLANDS COUNTY

DISTRICT SCHOOL BOARD
STATEMENT OF NET POSITION -

PROPRIETARY FUNDS
June 30, 2014

Business-Type Activities - Enterprise Funds Governmental
Heartland Heartland Total Activities -
Educational Educational Internal
Consortium Consortium - ARRA Senice
Fund

$ 742,737.14 $ 888.66 $ 743,625.80 $ 813,964.24
17,700.00 17,700.00
27,489.15 27,489.15

760,437.14 28,377.81 788,814.95 813,964.24
126,607.00 126,607.00
265,875.40 265,875.40
4,016.06 4,016.06
399.80 399.80
396,898.26 396,898.26

1,157,335.40 28,377.81 1,185,713.21 813,964.24
5,689.79 8,334.06 14,023.85
6,640.02 2,343.75 8,983.77
17,700.00 17,700.00

40,424.70

12,329.81 28,377.81 40,707.62 40,424.70
11,439.55 11,439.55

23,769.36 28,377.81 52,147.17 40,424.70
396,898.26 396,898.26

736,667.78 736,667.78 773,539.54

$ 1,133,566.04 $ 0.00 $ 1,133,566.04 $ 773,539.54

The accompanying notes to financial statements are an integral part of this statement.
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET POSITION -
PROPRIETARY FUNDS
For the Fiscal Year Ended June 30, 2014

Business-Type Activities - Enterprise Funds Governmental
Heartland Heartland Total Activities -
Educational Educational Internal
Consortium Consortium - ARRA Senice
Fund

OPERATING REVENUES

Charges for Senvices $ 135,094.19 $ $ 135,094.19 $

Premium Revenues 778,314.29

Other Operating Revenues 76,808.83 76,808.83

Total Operating Revenues 211,903.02 211,903.02 778,314.29
OPERATING EXPENSES

Salaries 166,615.96 119,065.28 285,681.24

Employee Benefits 53,611.05 34,064.02 87,675.07

Purchased Senices 150,147.32 63,220.20 213,367.52

Energy Senices 10,392.35 10,392.35

Materials and Supplies 3,686.71 1,837.74 5,5624.45

Capital Outlay 40,483.45 40,483.45

Insurance Claims 859,519.82

Other Expenses 8,468.84 14,730.07 23,198.91 32,582.00

Depreciation 10,205.12 10,205.12

Total Operating Expenses 443,610.80 232,917.31 676,528.11 892,101.82
Operating Loss (231,707.78) (232,917.31) (464,625.09) (113,787.53)
NONOPERATING REVENUES

Federal Grants 232,917.31 232,917.31

State Grants 247,781.00 247,781.00

Interest Revenue 5,376.96 5,376.96

Total Nonoperating Revenues 253,157.96 232,917.31 486,075.27
Change in Net Position 21,450.18 21,450.18 (113,787.53)
Total Net Position - Beginning 1,112,115.86 1,112,115.86 887,327.07
Total Net Position - Ending $ 1,133,566.04 $ 0.00 $ 1,133,566.04 $ 773,539.54

The accompanying notes to financial statements are an integral part of this statement.
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CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Senices
Cash Received from Other Operating Revenues
Cash Payments to Suppliers for Goods and Senvices
Cash Payments to Employees for Senices
Cash Payments for Insurance Claims

Net Cash Used by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash Received from Federal Grants
Cash Received from State Grants

Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Acquisition of Capital Assets

CASH FLOWS FROM INVESTING ACTIVITIES
Interest Income

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

Reconciliation of Operating Loss to Net Cash Used by
Operating Activities:

Operating Loss
Adjustments to Reconcile Operating Loss to Net Cash Used by
Operating Activities:
Depreciation
Changes in Assets and Liabilities:
Due From Other Funds
Due From Other Agencies
Accounts Payable
Salaries and Benefits Payable
Due to Other Funds
Compensated Absences Payable
Estimated Insurance Claims Payable

Total Adjustments

Net Cash Used by Operating Activities

The accompanying notes to financial statements are an integral part of this statement.

HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF CASH FLOWS -
PROPRIETARY FUNDS
For the Fiscal Year Ended June 30, 2014

Business-Type Activities - Enterprise Funds Governmental
Heartland Heartland Total Activities -
Educational Educational Internal
Consortium Consortium - ARRA Senvice
Fund
$ 161,094.19 $ $ 161,094.19 778,314.29
78,108.83 12,631.53 90,740.36
(216,186.31) (97,820.76) (314,007.07) (32,582.00)
(212,375.46) (151,483.19) (363,858.65)
(854,741.41)
(189,358.75) (236,672.42) (426,031.17) (109,009.12)
232,917.31 232,917.31
247,781.00 247,781.00
247,781.00 232,917.31 480,698.31
(1,604.56) (1,604.56)
5,376.96 5,376.96
62,194.65 (3,755.11) 58,439.54 (109,009.12)
680,542.49 4,643.77 685,186.26 922,973.36
$ 742,737.14 $ 888.66 743,625.80 813,964.24
$ (231,707.78)  $ (232,917.31) $ (464,625.09) (113,787.53)
10,205.12 10,205.12
27,300.00 27,300.00
39,931.53 39,931.53
(3,333.64) (18,032.75) (21,366.39)
1,040.14 1,646.11 2,686.25
(27,300.00) (27,300.00)
7,137.41 7,137.41
4,778.41
42,349.03 (3,755.11) 38,593.92 4,778.41
$ (189,358.75) (236,672.42) (426,031.17) (109,009.12)
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD

STATEMENT OF FIDUCIARY NET POSITION -

FIDUCIARY FUNDS
June 30, 2014

Private-Purpose

Trust
Funds

ASSETS

Cash and Cash Equivalents $ 116,904.12

LIABILITIES

Internal Accounts Payable $

NET POSITION

Held in Trust for Scholarships

and Other Purposes $ 116,904.12

Agency
Funds
$ 1,653,969.00
$ 1,653,969.00

The accompanying notes to financial statements are an integral part of this statement.
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION -
FIDUCIARY FUNDS
For the Fiscal Year Ended June 30, 2014

Private-Purpose

Trust
Funds
ADDITIONS
Contributions:

Gifts, Grants, Endowments, and Bequests $ 10,650.00
Investment Earnings:

Interest 820.05
Total Additions 11,470.05
DEDUCTIONS
Scholarships Payments 16,300.00
Change in Net Position (4,829.95)
Net Position - Beginning 121,734.07
Net Position - Ending $ 116,904.12

The accompanying notes to financial statements are an integral part of this statement.
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I.

HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. All fiduciary activities are reported only in the fund financial statements. Governmental
activities, which normally are supported by taxes, intergovernmental revenues, and other nonexchange
transactions, are reported separately from business-type activities, which rely to a significant extent on fees
charged to external customers for support. Likewise, the primary government is reported separately from

certain legally separate component units for which the primary government is financially accountable.

The statement of activities presents a comparison between direct expenses and program revenues for each
function or program of the Highlands County School District’s (District) governmental activities and for
each segment of the business-type activities. Direct expenses are those that are specifically associated with a
service, program, or department and are thereby clearly identifiable to a particular function. Depreciation
expense associated with the District’s transportation and maintenance departments are allocated to the
student transportation services and maintenance of plant functions, while remaining depreciation expense is

not readily associated with a particular function and is reported as unallocated.

Reporting Entity

The Highlands County District School Board (Board) has direct responsibility for operation, control, and
supervision of District schools and is considered a primary government for financial reporting. The
District is considered part of the Florida system of public education, operates under the general direction of
the Florida Department of Education, and is governed by State law and State Board of Education (SBE)
rules. The governing body of the District is the Board, which is composed of five elected members. The
elected Superintendent of Schools is the executive officer of the Board. Geographic boundaries of the

District correspond with those of Highlands County.

Criteria for determining if other entities are potential component units that should be reported within the
District’s basic financial statements are identified and described in the Governmental Accounting Standards
Board’s (GASB) Codjfication of Governmental Accounting and Financial Reporting Standards, Sections 2100 and
2600. The application of these criteria provides for identification of any legally separate entities for which
the Board is financially accountable and other organizations for which the nature and significance of their
relationship with the Board are such that exclusion would cause the District’s basic financial statements to
be misleading. Based on these criteria, the following component units are included within the District’s

reporting entity:

Blended Component Unit. A blended component unit is, in substance, part of the primary District’s

operations, even though it is a legally separate entity. Thus, a blended component unit is appropriately
presented as part of the District. The Highlands County School Board Leasing Corporation (Leasing

Corporation) was formed to facilitate financing for the acquisition of facilities and equipment as further
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014

discussed in note IILH.1. Due to the substantive economic relationship between the District and the
Leasing Corporation, the financial activities of the Leasing Corporation are included in the accompanying

basic financial statements. Separate financial statements for the Leasing Corporation are not published.

Discretely Presented Component Unit. The component unit columns in the government-wide financial

statements include the financial data of the District's other component unit. A separate column is used to

emphasize that it is legally separate from the District.

The Highlands County Education Foundation, Inc. (Foundation), is a separate not-for-profit corporation
organized and operated as a direct-support organization to provide charitable and educational aid to the
District, to promote education, and to encourage research, learning, and dissemination of information.
Because of the nature and significance of its relationship with the District, the Foundation is considered a

component unit.

The financial data reported on the accompanying statements was derived from the Foundation’s audited
financial statements for the fiscal year ended June 30, 2014. The audit report is filed in the District’s

administrative offices.

Basis of Presentation: Government-wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds and internal service funds,
while business-type activities incorporate data from the government’s enterprise funds. Separate financial
statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the

latter are excluded from the government-wide financial statements.

The effects of interfund activity have been eliminated from the government-wide financial statements

except for interfund services provided and used.

Basis of Presentation: Fund Financial Statements

The fund financial statements provide information about the District’s funds, including the fiduciary funds
and blended component units. Separate statements for each fund category — governmental, proprietary,
and fiduciary — are presented. The emphasis of fund financial statements is on major governmental and
enterprise funds, each displayed in a separate column. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds. Major individual governmental and enterprise funds are

reported as separate columns in the fund financial statements.
The District reports the following major governmental funds:

» General Fund — to account for all financial resources not required to be accounted for in another
fund, and for certain revenues from the State that are legally restricted to be expended for specific
current operating purposes.

» Special Revenue — Other Fund — to account for certain Federal grant program resources.
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HIGHLANDS COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014

» Special Revenue — Federal Economic Stimulus Fund — to account for certain Federal grant program
resources related to the American Recovery and Reinvestment Act (ARRA).

» Capital Projects — Special Act Bonds Fund — to account for the financial resoutrces generated by the
Capital Improvement and Refunding Revenue Bonds, Series 2014, to be used for acquisition,
construction and installation of various projects.

The District reports the following major enterprise funds:

» Enterprise Fund — Heartland Educational Consortium — to account for the financing of Heartland
Educational Consortium, for which the District is fiscal agent.

» Enterprise Fund — Heartland Educational Consortium - ARRA — to account for Federal ARRA grant
program resources administered through the Consortium.

Additionally, the District reports the following proprietary and fiduciary fund types:

» Internal Service Fund — to account for the District’s individual self-insurance program.

» Private-Purpose Trust Funds — to account for scholarship trust funds provided by private donors.

» Agency Funds — to account for resources of the school internal funds, which ate used to administer
moneys collected at several schools in connection with school, student athletic, class, and club
activities.

During the course of operations the District has activity between funds for various purposes. Any residual
balances outstanding at fiscal year-end are reported as due from/to other funds. While these balances are
reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental activities (i.e.,
the governmental and internal service funds) are eliminated so that only the net amount is included as
internal balances in the governmental activities column. Similarly, balances between the funds included in
business-type activities (i.e., the enterprise funds) are eliminated so that only the net amount is included as
internal balances in the business-type activities column. Further, certain activity occurs during the year
involving transfers of resources between funds. In fund financial statements, these amounts are reported at
gross amounts as transfers in and out. While reported in fund financial statements, certain eliminations are
made in the preparation of the government-wide financial statements. Transfers between the funds
included in governmental activities are eliminated so that only the net amount is included as transfers in the
governmental activities column. Similarly, balances between the funds included in business-type activities

are eliminated so that only the net amount is included as transfers in the business-type activities column.

Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of transactions or

events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized

when a liability is incurred, regardless of the timing of the related cash flows. Property taxes are recognized
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in the year for which they are levied. Revenues from grants, entitlements, and donations are recognized in

the fiscal year in which all eligibility requirements imposed by the provider have been satisfied.

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues, except for certain grant revenues, are
recognized when they become measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. The District considers revenues to be available if they are collected within 60 days of the end of the
current fiscal year. When grant terms provide that the expenditure of resources is the prime factor for
determining eligibility for Federal, State, and other grant resources, revenue is recognized at the time the
expenditure is made. Entitlements are recorded as revenues when all eligibility requirements are met,
including any time requirements, and the amount is received during the period or within the availability
period for this revenue source (within 60 days of fiscal year-end). Expenditures are generally recognized
when the related fund liability is incurred, as under accrual accounting. However, debt service expenditures,
claims and judgments, other postemployment benefits, and compensated absences, are only recorded when
payment is due. General capital asset acquisitions are reported as expenditures in governmental funds.
Issuance of long-term debt are reported as other financing sources. Allocations of cost, such as

depreciation, are not recognized in governmental funds.

The proprietary and private-purpose trust funds are reported using the economic resources measurement
focus and the accrual basis of accounting. The agency funds have no measurement focus but utilize the

accrual basis of accounting for reporting assets and liabilities.

The Foundation is accounted for under the not-for-profit basis of accounting and uses the accrual basis of

accounting whereby revenues are recognized when earned and expenses are recognized when incurred.

F. Assets, Liabilities, and Net Position/Fund Balance

1. Cash and Cash Equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term, highly liquid investments with original maturities of three months or less. Investments
classified as cash equivalents include amounts placed with the State Board of Administration (SBA) in
Florida PRIME, formerly known as the Local Government Surplus Funds Trust Fund Investment
Pool.

Cash deposits are held by banks qualified as public depositories under Florida law. All deposits are
insured by Federal depository insurance, up to specified limits, or collateralized with securities held in

Florida's multiple financial institution collateral pool as required by Chapter 280, Florida Statutes.
2. Investments

Investments consist of amounts placed in the SBA debt service accounts for investment of debt service
moneys and amounts placed with the SBA for participation in the Florida PRIME and Fund B Surplus
Funds Trust Fund (Fund B) investment pools created by Sections 218.405 and 218.417, Florida
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Statutes. These investment pools operate under investment guidelines established by Section 215.47,
Florida Statutes.

The District’s investments in Florida PRIME, which the SBA indicates is a Securities and Exchange
Commission (SEC) Rule 2a7-like external investment pool, are similar to money market funds in which
shares are owned in the fund rather than the underlying investments. These investments are reported at

fair value, which is amortized cost.

The District’s investments in Fund B are accounted for as a fluctuating net asset value pool, with a fair
value factor of 1.84438408 at June 30, 2014. Fund B is not subject to participant withdrawal requests.
Distributions from Fund B, as determined by the SBA, are effected by transferring eligible cash or
securities to Florida PRIME, consistent with the pro rata allocation of pool shareholders of record at
the creation date of Fund B. One hundred percent of such distributions from Fund B are available as
liquid balance within Florida PRIME.

Types and amounts of investments held at fiscal year-end are described in a subsequent note.
Inventories

Inventories consist of expendable supplies held for consumption in the course of District operations.
Inventories are stated at average cost on the moving average basis except transportation supplies are
stated at last invoice, which approximates the first-in, first-out basis, and the United States Department
of Agriculture donated foods are stated at their fair value as determined at the time of donation to the
District's food setrvice program by the Flotida Department of Agricultute and Consumer Setvices,
Bureau of Food Distribution. The costs of inventories are recorded as expenditures when used rather

than purchased.

Capital Assets

Expenditures for capital assets acquired or constructed for general District purposes ate reported in the
governmental fund that financed the acquisition or construction. The capital assets so acquired are
reported at cost in the government-wide statement of net position but are not reported in the
governmental fund financial statements. Capital assets are defined by the