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THE SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

500 East Ocean Blvd « Stuart, Florida 34994 « Telephone (772) 219-1200 EXT 30200 « Facsimile: (772) 219-1231
December 11, 2013
Dear Chairman, School Board Members, and Citizens of Martin County:

State law requires that all school districts publish after the close of each fiscal year, a complete
set of financial statements presented in conformity with generally accepted accounting principles
in the United States of America (“GAAP”), and audited in accordance with auditing standards
generally accepted in the United States of America by a licensed certified public accountant.
Pursuant to this requirement, we hereby issue the Comprehensive Annual Financial Report
(“CAFR”) of the District School Board of Martin County, Florida (the “District”) for the fiscal
year ended June 30, 2013.

This report consists of management’s representations concerning the finances of the District.
Consequently, management assumes full responsibility for the completeness and reliability of all
of the information presented in this report. To provide a reasonable basis for making these
representations, management has established a comprehensive internal control framework that is
designed both to protect the District’s assets from loss, theft, or misuses and to compile sufficient
reliable information for the preparation of the District’s financial statements in conformity with
GAAP. Because the cost of internal controls should not outweigh their benefits, the District’s
comprehensive framework of internal controls has been designed to provide reasonable, rather
than absolute assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The audit staff of the Auditor General, State of Florida, has audited the District’s financial
statements. The goal of the independent audit is to provide reasonable assurance that the
financial statements of the District for the fiscal year ended June 30, 2013, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used
and significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded that there was a reasonable basis for rendering
an unmodified opinion that the District’s financial statements for the fiscal year ended
June 30, 2013, are fairly presented in conformity with GAAP. The independent auditor’s report
is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the District was part of a broader, Federally
mandated “Single Audit” designed to meet the special needs of the Federal grantor agencies.
The District is required to undergo an annual single audit in conformity with the provisions of
the Single Audit Act of 1996 and the United States Office of Management and Budget (OMB)
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. The
standards governing the Single Audit engagement require the independent auditor to report not
only on the fair presentation of the financial statements, but also on the audited government’s
internal controls and compliance with legal requirements, with special emphasis on internal
controls and legal requirements involving the administration of Federal awards.

Laurie J. Gaylord, Superintendent
School Board Members: Maura Barry-Sorenson ¢ Michael Busha ¢ Michael DiTerlizzi « Rebecca Negron « Marsha Powers
“An Equal Opportunity Agency”



Information related to this single audit, including the Schedule of Expenditures of Federal
Awards, findings and questioned costs, summary of prior audit findings, and the independent
auditor’s reports on the system of internal control and on compliance with applicable
requirements, are included in the single audit section.

This report includes all funds of the District, The Martin County School Board Leasing
Corporation, and The Hope Center for Autism Charter School, Inc., which comprises the
reporting entity. The Martin County School Board Leasing Corporation was formed by the
School Board to be the lessor in connection with financing the construction of the Dr. David L.
Anderson Middle School and is included as a blended component unit. The Hope Center for
Autism is a public school operating under a charter issued by the District’s governing board (the
“Board”). The charter school is included as a discretely presented component unit.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The District’s MD&A can be found immediately following the independent
auditor’s report.

PROFILE OF THE GOVERNMENT

The District and the Board were created pursuant to Section 4, Article IX of the Constitution of
the State of Florida. The District is an independent taxing and reporting entity managed,
controlled, operated, administered, and supervised by the District officials in accordance with
Chapter 1001, Florida Statutes. The Board consists of five elected officials responsible for the
adoption of policies, which govern the operation of the District’s public schools. The elected
Superintendent of Schools (“Superintendent”) is the executive officer of the Board and is
responsible for the administration and management of the schools within the applicable
parameters of Florida Statutes, State Board of Education Rules, and Board policies. The
Superintendent has the specific responsibility for maintaining a uniform system of records and
accounts in the District as prescribed by the State Board of Education.

The geographic boundaries of the District are those of Martin County, Florida. During the
2012-13 fiscal year, the District operated 22 schools, including 12 elementary schools, 5 middle
schools, 3 high schools, and 2 special schools. The District operates 2 specialized schools for
special needs students and sponsors 1 charter school, the Hope Center for Autism, which is
considered a component unit. The Board also awarded a charter to Indian River State College
(*IRSC”) for the Clark Advanced Learning Center. The school is operated under the direction of
IRSC and is not considered a component unit of the District. In the fiscal year 2012-13, the
District provided general, special, vocational, and other education programs to
18,267 unweighted full-time equivalent students.

The District receives the majority of its operating funds through a State funding formula that is
intended to equalize funding received from the State and local property tax between districts
within the State. Charter schools operating through a contract with the District are provided with
their proportionate share of these funds, based upon the number of full-time equivalent students
enrolled at the charter school.



ECONOMIC CONDITION AND OUTLOOK

Martin County is part of the area known as the Treasure Coast along with St. Lucie and Indian
River Counties. It is located on the East Central Coast of Florida. There are approximately
15,963 linear feet of public beaches in the county and 556 square miles of land. Martin County
was established in 1925 and named for the then Governor of Florida, John Wellborn Martin. The
County is largely agricultural with a major tourist sector. It is home to many winter citizens and
has developed a pattern for slow but steady growth. The City of Stuart, (County Seat) is known
as the “Sailfish Capital of the World” and as such, attracts many anglers visiting from all over
the world.

The student population increased from 17,964 in September 2012 to 18,267 in September 2013.
Based on the October 2013 survey, the District will have no significant change in student
population for fiscal year 2013-14.

The District is included among the largest employers in the County along with Martin Health
Systems and the Martin County Government.

MAJOR INITIATIVES

The District has developed a master plan for all of its facilities and is in the process of
remodeling and adding new buildings as designed in the future plans. The District is in the final
phases of completing Murray Middle School, Chiller Addition and Waterline and South Fork
High School, Building and Site Improvements. The District has ongoing construction for the
Martin County High School, Phase 11l Replace Classroom. The District has planned facility
maintenance, improvements, additions, and technology enhancements to be completed within the
next five years.

ACCOMPLISHMENTS

The District is dedicated to providing students with a quality education. Among the many
educational tools administered by the District for teachers, parents, and students are:

e Pinnacle - a secure, online grade book that provides parents with instant information on
how their student is performing in school,

e Alert Now - an outbound calling system capable of sending recorded community
outreach, attendance, or emergency phone messages to thousands of students and staff
members in just minutes in both English and Spanish;

e Performance Matters - a software program that puts valuable student testing data right on
teachers’ desktops to help them pinpoint the specific areas where an individual student
may need extra attention in the classroom.

e Safari Montage - a comprehensive platform for digital media distribution and visual
instruction needs via a suite of integrated products, giving educators and administrators a
single interface for accessing all visual resources;

e iReady — A diagnostic and instructional product for teachers aligned with the Common
Core State Standards.



These tools, combined with the knowledge and dedication of the District’s teachers,
administrators, and staff, have helped the District become one of the highest performing school
districts in the state. Among the noted accomplishments:

e The 2012-13 school year marked the sixth consecutive year the District has earned the
“Academically High-Performing School District” designation from the Florida
Department of Education.

e In the 2012-13 school year, the District ranked 8" highest in the state for the total points
earned on the Florida Comprehensive Assessment Test (FCAT).

e 2012-13 school year SAT and ACT scores were above state and national averages.

e FCAT Reading Scores for Martin County students in grades 7-10 are among the best in
the state. Martin County seventh graders ranked fifth highest among Florida’s 67 school
districts; eighth grade students ranked sixth highest; ninth graders ranked third highest in
the state; and tenth graders also ranked third highest in the state.

e Martin County FCAT results exceeded the state averages in every grade level and
subject. Several schools accomplished significant gains in math, reading, and science.

e Martin County students exceeded the state averages on all End of Course Exams (EOC) ,
and:

o0 Algebra I: One hundred percent of all Martin County middle school students who
took the Algebra I EOC passed the exam;

0 Biology: The Martin County School District ranked seventh among the 67 school
districts with 77 percent of students passing the Biology EOC;

0 Geometry: Ninety-nine percent of all Martin County middle school students who
took the Geometry EOC passed the exam;

0 US History: This was the first time the US History EOC was administered and
Martin County students exceeded the state average.

FINANCIAL PLANNING

Providing adequate facilities to all students is fundamental to maintaining an effective education
system. It speaks to a range of standards, including safety, class size, and equity. The District’s
school building ages range from 1932 to 2011. The District has a master facility plan to rebuild,
remodel, and expand schools and sites, which shall take place over a number of years.

Recruiting and retaining District teachers and other staff members is a high priority for the Board
and the Superintendent. District employee benefits continue to lead much of the State as the
Board offers an ample benefit and salary package in an effort to retain teachers throughout their
career.

FINANCIAL POLICIES

The District has a policy to operate in accordance with State law and has developed a long-range
strategic plan (Plan). The Plan sets forth goals and objectives for progress in all areas of District
operations and outlines steps to be taken for their achievement. As part of the strategic plan for
the District, the School Board approves strategic goals and objectives to serve as a guide for
planning on an annual basis in all areas of operations. The Board reviews the Plan annually with
periodic progress reports made by staff. The Superintendent is responsible for keeping the Plan
updated as needed.



The District has an investment policy in place for the investment of temporarily idle funds. The
purpose of the policy is to outline the responsibility, authority, and general guidelines for the
investment management of the District’s cash reserves and to ensure compliance with Florida
Statutes. See related Notes to the Basic Financial Statements for more information on the
investment policy.

BUDGETARY CONTROLS

The annual budget serves as the basis for the District’s financial planning and control and the
level of budgetary control is established at the function and object level. Project length financial
plans are adopted for the capital project funds. Activities of all governmental fund types are
included in the annual appropriated budget.

Budgetary information is integrated into the accounting system and to facilitate budgetary
control, budget balances are encumbered when purchase orders are issued. Appropriations lapse
at year-end, and encumbrances are reappropriated as part of the subsequent year’s budget.

In order to provide budgetary control for salaries, the District utilizes a centralized position
control system. On October 15, 2013, the Board adopted a District staffing plan that establishes
teaching positions based generally on student populations served. Additionally, support and
administrative positions are created based upon established criteria.

RISK MANAGEMENT

The District is exposed to a variety of accidental losses including destruction of assets and
natural disasters among others. The District is a member of the South Central Educational Risk
Management Program (SCERMP). SCERMP, having several school district members, has
established a combined limited self-insurance program for property, general liability, auto
liability, workers compensation, money and securities, employee fidelity and faithful
performance, boiler and machinery, and other insurance as needed. See related Notes to the
Basic Financial Statements for more information on the risk management activities.

REPORTING ACHIEVEMENT

Certificate of Achievement for Excellence in Financial Reporting (GFOA) - The
Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the District for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2012. This
was the seventh consecutive year that the District has received this prestigious award. The
Certificate is a national award, recognizing conformance with the highest standards for
preparation of state and local government financial reports. In order to be awarded a Certificate
of Achievement, a government unit must publish an easily readable and efficiently organized



CAFR, whose contents conform to program standards. Such CAFRs must satisfy both generally
accepted accounting principles and applicable legal requirements.

Certificate of Excellence in Financial Reporting (ASBO) -The Association of School Business
Officials International (ASBO) also awards a Certificate of Excellence in Financial Reporting to
governments who meet the reporting requirements and submit their reports for review and
consideration. The District received its sixth consecutive award for Certificate of Excellence in
Financial Reporting, for the fiscal year 2011-12. The Certificate of Excellence in Financial
Reporting awarded by ASBO certifies that the CAFR substantially conforms to the accounting
and reporting standards adopted by ASBO.

A GFOA Certificate of Achievement and the ASBO Certificate of Excellence are valid for a
period of one year. We believe our current report continues to meet the requirements of the
Certificate of Achievement Program as well as the Certificate of Excellence Program.
Accordingly, we are submitting it to both the GFOA and ASBO for consideration for another
award.

ACKNOWLEDGEMENTS

A comprehensive financial report of this nature could not have been prepared without the
efficient and dedicated efforts of the Finance Department staff. We would like to express
appreciation to all members of the Finance Department and those other staff members who
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In closing, we would also like to thank the members of the Board for their leadership and support
in establishment of policies and approving processes for financial operations of the District.
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Superintendent of Schools

l
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Director of Finance

vi



District School Board
of Martin County, Florida

Laurie J. Gaylord Michael Busha Marsha Powers
Superintendent School Board Vice-Chair School Board Member
District 1 District 2

Rebecca Negron Maura Barry-Sorenson Michael DiTerlizzi
School Board Member School Board Chair School Board Member
District 3 District 4 District 5

2012-13 Fiscal Year
Superintendent and School Board Members

vii




District School Board
of Martin County, Florida

LIST OF PRINCIPAL OFFICIALS - APPOINTED

Henry A. Salzler Assistant Superintendent

Xenobia Poitier-Anderson Executive Director of Human
Resources and Staff Development

Dr. Tracey Miller Executive Director for
Instructional Services

Helene DiBartolomeo Director of Finance

Steven Weil Executive Director for
Operations Services

viii




o

BN USARIS
s32)A198 suopelado
10} 10}2311Q ANNDIXT

(eL0Z/8/5 Woy)
cawojopegg auajay
! 3JuBUI JO 10323110

(£10Z/L/1 wowy)
19| Aeoed) Qg

| LNYIYA (EL0Z/8L/E O (eLoz/LiL on
ueuuaug Aylen PESTYErS nqey) uefag oasapa) auuayien
i1sieldads juapns g 353 asueuld $921A125 |BUOIIONNSU|

uopjew joju] sjand JO 10}231|@ AANNDIXT J0 10)2311@ AAIIN23XT 10} 10323.1)Q 3AN2IXT

UosIapuy-1a1)10d Blqouay
wawdojprag yeis
PUE $32IN0SaY UBWINK
10 10}J23.|@ AANNIIXT

lg|zies "y Ausy
wapusjupadng
JUEISISSY

b
O

lauaqey aiggqaq sjje4 auuelq
JUE}SISSY |ELIEJIDAS Kiejaioag annynoaxgy

\ .
piojfeg r aune
LNIANILNIE3dNS
juesep,
|eBajeieg
pajoBAUOD - PUGINY Weqoy sima7 ueeg
Aauwiony plecg |[ooyos 10)pny |eusaju|

1ZZ1i1e L1g e eyl
uosualog-Aleg BINEW
uoiBapn esoagey
slamod Bysiep
BYsng [9EUSIN
gdvo8 T00HIS

J1eY)) [BUOnBZIUEBSI(
ALNNOD NILIVIA 4O A¥VO4d TOOHDS




®

Government Finance Officers Association

Certificate of

Achievement
for Excellence
1n Financial
Reporting

Presented to

District School Board
of Martin County, Florida

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

June 30, 2012

G o

Executive Director/CEO




Association of School Business Officials International

The Certificate of Excellence in Financial Reporting Award
is presented to
District School Board of Martin County, Florida

For Its Comprehensive Annual Financial Report (CATR)
For the Fiscal Year Ended June 30, 2012

The CAFR has been reviewed and met or exceeded
ASBO International’s Certificate of Excellence standards
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
DAvVID 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 discretely presented
component unit, each major fund, and the aggregate remaining fund information of the Martin County District
School Board, as of and for the fiscal year ended June 30, 2013, 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 discretely presented component unit, as described in note 1 to the financial statements,
which represents 100 percent of the transactions and account balances of the discretely presented component unit
columns. Those financial statements were audited by other auditors whose report thereon has been furnished to us,
and our opinion, insofar as it relates to the discretely presented component unit, is based solely on the report 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 Aunditing Standards, issued by the Comptroller
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

1



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 report 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 discretely
presented component unit, each major fund, and the aggregate remaining fund information for the Martin County
District School Board as of June 30, 2013, and the respective changes in financial position, and the budgetary
comparison for the general fund and each major special revenue fund for the fiscal year then ended in accordance

with accounting principles generally accepted in the United States of America.
Other Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that MANAGEMENT’S
DISCUSSION AND ANALYSIS, SCHEDULE OF FUNDING PROGRESS — EARLY RETIREMENT
PLAN, SCHEDULE OF EMPLOYER CONTRIBUTIONS - EARLY RETIREMENT PLAN, and
SCHEDULE OF FUNDING PROGRESS - OTHER POSTEMPLOYMENT BENEFITS PLAN, 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.

Supplementary and Other 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 combining and individual fund financial statements and schedules, and
the introductory and statistical sections, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Also, 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 combining and individual fund financial statements and schedules, and SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS, are the responsibility of management and were derived from and relate directly to the



underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepate the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual fund financial statements and schedules, and SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS, are fairly stated in all material respects in relation to the basic

financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the

basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the Martin
County District School Board’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 Auditing Standards in considering the District’s internal control over financial reporting and compliance.

Respectfully submitted,

S ) A

David W. Martin, CPA
Tallahassee, Florida
December 11, 2013

Audit Report No. 2014-059
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the District School Board of Martin County has prepared the
following discussion and analysis of financial activities for the fiscal year ended
June 30, 2013. The intent of this discussion and analysis is to assist the reader in focusing
on significant financial issues, provide an overview and analysis of the District’s
financial activities, identify changes in the District’s financial position, identify material
deviations from the approved budget, and highlight significant issues in individual funds.

Because the information contained in the Management’s Discussion and Analysis
(MD&A) is to highlight significant transactions, events, and conditions, it should be
considered in conjunction with the District’s financial statements and notes to the basic
financial statements found on pages 19 through 72.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements consist of three
components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the basic financial statements

This report also contains supplementary information intended to furnish additional details
to support the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances in a manner similar to those of a private-sector
business and consist of the following two statements:

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

e The statement of activities presents information showing how the government’s
net position changed during the 2012-13 fiscal year. All changes in net position
are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., earned but unused vacation leave).

The statement of activities presents functions of the District that are principally supported
by taxes and intergovernmental revenues (governmental activities). The governmental



activities of the District include educational programs (basic, vocational, adult, and
exceptional education), and school support functions such as transportation, facilities, and
administration.

The government-wide financial statements include not only the District itself (known as
the primary government), but also the Hope Center for Autism, Inc., charter school.
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 the component unit, is reported separately from the
financial information presented for the primary government.

The government-wide financial statements may be found on pages 19-21 of this report.
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 are 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
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 entity-wide
perspective contained in the government-wide statements.  All of the District’s funds
may be classified within one of two broad categories: governmental funds or fiduciary
funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements; however, the
governmental funds utilize a spendable financial resources measurement focus rather than
the economic resources measurement focus found in the government-wide financial
statements. The financial resources measurement focus allows the governmental fund
statements to provide information on near-term inflows and outflows of spendable
resources, as well as balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating the District’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 the
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 fund balance sheet and the governmental fund 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, Special Revenue - Other Federal Programs,
Special Revenue - Federal Economic Stimulus, and Capital Projects - Local Capital
Improvement Tax Funds. Data from the other seven governmental funds is combined
into a single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements in the
supplementary information section of this report.

The District adopts annual budgets for its General, Special Revenue - Other Federal
Programs, and Special Revenue - Federal Economic Stimulus Funds. Budgetary to actual
comparisons have been provided for these funds to demonstrate budgetary compliance.

The basic governmental funds financial statements can be found on pages 22-37 of this
report.

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 of those funds 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 reports the following fiduciary fund types:

» Pension Trust Fund — to account for resources used to finance the early retirement
program.

> Private-Purpose Trust Funds — to account for resources of various scholarship
trust funds.

» Agency Funds - to account for resources held for student activities and groups.

The basic fiduciary fund financial statements can be found on pages 39-40 of this report.
Notes to the Basic 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. The notes to the
basic financial statements can be found on pages 41-72 of this report.

Other Information

Combining statements referred to earlier, present a more detailed view of nonmajor funds
used in governmental funds. This section includes budget to actual schedules for
nonmajor special revenue, debt service, and capital projects funds. Also included are
statements for agency funds. Combining and individual fund schedules can be found on
pages 82-100. Additional information about the District that may be of interest to the
reader is found under the Statistical section on pages 104-135 of this report.



FINANCIAL HIGHLIGHTS

Key financial highlights for the 2012-13 fiscal year are as follows:

Government-wide Statements

The District’s assets exceed its liabilities at June 30, 2013, by $285 million (net
position).

The District’s total net position decreased by $15.8 million, which represents a
5.2 percent decrease from the 2011-12 fiscal year.

General revenues total $170.4 million, or 93.0 percent of all revenues. Program
specific revenues in the form of charges for services, operating grants and
contributions, and capital grants and contributions total $12.9 million, or
7.0 percent of all revenues.

Expenses total $199.1 million; $12.9 million of these expenses are offset by
program specific charges, with the remainder paid from general revenues. Total
expenses exceed total revenues by $15.8 million.

Fund Statements

At June 30, 2013, the District’s governmental funds report combined ending fund
balances of $29.8 million, a decrease of $6.4 million from the prior fiscal year.

At June 30, 2013, assigned and unassigned fund balance of the General Fund,
representing the net current financial resources available for general appropriations
by the Board, totals $3.3 million or 2.5 percent of total General Fund revenues.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following is a summary of the District’s net position as of June 30, 2013, compared
to the net position as of June 30, 2012:

District School Board of Martin County, Florida

Net Position
Percent
Governmental Activities Change
2013 2012
Current and other assets $ 39,734,277 $ 47,061,595 -15.6%
Capital assets 373,271,475 376,202,540 -0.8%
Total assets 413,005,752 423,264,135 -2.4%
Other liabilities 8,449,696 7,072,691 19.5%
Long-term liabilities 119,321,455 115,186,040 3.6%
Total liabilities 127,771,151 122,258,731 4.5%
Net position:
Net investment in capital assets 327,870,571 328,366,440 -0.2%
Restricted 25,931,065 30,311,138 -14.5%
Unrestricted Deficit (68,567,035) (57,672,174) 18.9%
Total net position $ 285,234,601 $ 301,005,404 -5.2%

The largest portion of the District’s net position ($327.9 million) reflects its investment in
capital assets (e.g., land, buildings, furniture, fixtures, and equipment) less any related
outstanding debt used to acquire those assets. The District uses these capital assets to
provide services to students; consequently, these assets are not available for future
spending. Although the District’s investment in its capital assets are reported net of
related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to
liquidate liabilities.

An additional portion of the District’s net position, $25.9 million, represents resources
that are subject to external restrictions on how they may be used. The remaining balance
of net assets is unrestricted net assets $5.4 million - after exclusion of $13.9 million in
compensated absences payable and $60.1 million in other postemployment benefits
obligations. The District’s unrestricted net assets balance is negative because of the
District’s  future liabilities for employee compensated absences and other
postemployment benefits; however, the District has sufficient current assets to meet its

current obligations.

Restricted net position has decreased $4.4 million from June 30, 2012, to June 30, 2013.
This net position represents restrictions from specific revenue sources and grants. The
deficit in unrestricted net position in the governmental type activities has increased by
$10.9 million, primarily due to the recognition and presentation of other postemployment
benefit liability obligations of the District.



The key elements of the changes in the District’s net position for the fiscal years ended
June 30, 2013, and June 30, 2012 are as follows:

District School Board of Martin County, Florida
Changes in Net Position

Governmental Activities Percent
2013 2012 Change
Revenues
Program revenues:
Charges for services $ 5855734 $ 6,003,286 -2.5%
Operating grants and contributions 5,385,431 4,830,648 11.5%
Capital grants and contributions 1,650,204 1,994,232 -17.3%
Total Program revenues 12,891,369 12,828,166 0.5%
General revenues:
Property taxes, levied for operational purposes 93,749,587 89,175,396 5.1%
Property taxes, levied for capital purposes 26,034,115 26,224,667 -0.7%
Grants and contributions not restricted to specific prog. 45,816,980 45,362,980 1.0%
Other 4,836,979 2,899,401 66.8%
Total General revenues 170,437,661 163,662,444 4.1%
Total revenues 183,329,030 176,490,610 3.9%
Expenses
Instruction 94,230,526 96,030,312 -1.9%
Pupil personnel services 9,835,181 9,903,132 -0.7%
Instructional media services 2,209,088 2,213,015 -0.2%
Instructional and curriculum development services 3,615,999 3,711,583 -2.6%
Instructional staff training services 2,365,365 2,895,164 -18.3%
Instruction related technology 1,655,201 1,741,333 -4.9%
School board 902,968 729,644 23.8%
General administration 659,120 729,721 -9.7%
School administration 9,598,008 10,316,230 -7.0%
Facilities services 29,581,334 26,041,389 13.6%
Fiscal services 908,486 1,066,902 -14.8%
Food services 7,678,953 7,170,203 7.1%
Central services 5,086,568 4,822,277 5.5%
Pupil transportation services 6,593,395 6,468,443 1.9%
Operation of plant 14,098,913 13,838,429 1.9%
Maintenance of plant 4,438,963 4,373,070 1.5%
Administrative technology services 614,590 563,865 9.0%
Community services 2,931,948 2,740,540 7.0%
Unallocated interest on long-term debt 2,095,227 2,203,833 -4.9%
Total expenses 199,099,833 197,559,085 0.8%
Change in net position (15,770,803) (21,068,475)
Net position - beginning 301,005,404 322,073,879
Net position - ending $ 285,234,601  $ 301,005,404 -5.2%
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Major changes in revenues were caused by the following:

e Capital Grants — Decreased by 17.3 percent due to a decrease in State capital outlay
appropriations.

e Property taxes levied for operational purposes - Increased $4.6 million due to the
increase in assessed property value and millage levy.

e Other — Increased by 66.8 percent, primarily due to an increase in recovery of
insurance losses.

Major changes in expenses were caused by the following:

e School Board — Increased by $0.2 million or 23.8 percent due to settlement payouts
for personnel.

e Central Services — Increased by $0.3 million or 5.5 percent, due primarily to the
increase in the Board’s contribution for retiree health insurance.

Revenues by Source - Governmental Activities

Grants & Contributions
Not Restricted to Specific

Programs
25%
Property Taxes )
65% \ L
i
N Other
e o 3%
Capital Grants & Operating Grants & Charges f%r Services
Contributions Contributions 3%
1% 3%

11



FUND FINANCIAL ANALYSIS

The District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Major Governmental Funds

The focus of the District’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful when
assessing the District’s financing requirements. For example, unassigned fund balance
may serve as a useful measure of the District’s resources available to finance future
contracts or services.

District School Board of Martin County, Florida
Fund Balance

2013 2012
Fund balance:
Nonspendable $ 041,030 $ 600,559
Restricted 25,583,236 30,245,201
Assigned 97,986 6,545
Unassigned 3,177,357 5,372,118
Total fund balance $ 29,799,609 $ 36,224,423

As of the end of the 2012-13 fiscal year, the District’s governmental funds reported
combined ending fund balances of $29.8 million, a decrease of $6.4 million in
comparison with the prior fiscal year.

Major Funds

The General, Special Revenue - Other Federal Programs, Special Revenue - Federal
Economic Stimulus, and Capital Projects - Local Capital Improvement Tax Funds were
reported as major funds.

The General Fund is the chief operating fund of the District. The General Fund has a
decrease in fund balance of $2.2 million, primarily due to raises and increased employee
benefits and a reduction of the capital transfer from the Local Capital Improvement Fund.
The total fund balance is $4.9 million, of which $3.2 million is unassigned. As a measure
of the General Fund’s liquidity, it may be useful to compare both unassigned fund
balance and total fund balance to total fund revenues. Unassigned fund balance
represents 2.5 percent of total General Fund operating revenue, while total fund balance
represents 3.7 percent of that same amount.

The Special Revenue — Other Federal Programs Fund accounts for the financial resources

of certain Federal grant programs. Revenues and expenditures totaled $10.6 million
each, a 4.6 percent decrease from 2011-12 fiscal year, primarily due to decreases in
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program awards. Because revenues are recognized to the extent of allowable
expenditures, this fund does not generally accumulate fund balance.

The Special Revenue — Federal Economic Stimulus Fund have total revenues and
expenditures of $0.3 million each, and the funding was mainly used for Race-to-the-Top
grant activities. Because revenues are recognized to the extent of allowable expenditures,
this fund does not generally accumulate fund balance. Overall revenues and expenditures
decreased in the fiscal year as ARRA programs expired.

The Capital Projects - Local Capital Improvement Tax Fund has a decrease in fund
balance of $4.9 million to a total fund balance of $19.8 million, which is restricted for
acquisition, construction, and maintenance of capital assets. The decrease is primarily due
to the continued construction of projects and a decrease in capital millage levy proceeds.
It should be noted that several projects are currently under construction, and
$9.2 million has been encumbered for specific projects.

Nonmajor Funds
The fund balance increased by $0.6 million, or 14 percent, primarily caused by the
increase in the Food Service Fund. Nonmajor governmental funds consist of debt service

and capital projects funds. The total fund balance of $5.0 million is restricted to be
expended on specific programs.
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GENERAL FUND BUDGETARY HIGHLIGHTS

During the course of the 2012-13 fiscal year, the District amended its General Fund
budget several times. Budget revisions were due primarily to workforce reductions due to
attrition, termination payouts, and corresponding adjustments to planned expenditures to
ensure maintenance of an adequate fund balance and compliance with State-mandated
class-size reduction. Final budgeted revenues and expenditures were in line with original
budgeted amounts.

A final budget amendment was approved at year-end to amend the budget to actual
revenues and expenditures. The Board is authorized by State statute to make budget
amendments up to the date that the District’s Annual Financial Report is approved. The
District typically elects to amend its budget to actual at that time to ensure that all
expenditures adjustments are covered by the budget amendments. A General Fund
budgetary comparison statement can be found in the Financial Section, pages 30-33.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The District’s investment in capital assets as of June 30, 2013, is $373.3 million (net of
accumulated depreciation). The investment in capital assets includes land; construction
in progress; improvements other than buildings; buildings and fixed equipment; furniture,
fixtures, and equipment; motor vehicles; property under capital lease; and audio visual
materials and computer software. The District experienced an overall decrease in net
investment in capital assets from the previous fiscal year of .8 percent.

Major capital assets events during the 2012-2013 fiscal year include:

» Major construction in progress at June 30, 2013, includes the amount completed
to date for architectural work and construction costs associated with Martin
County High School — Phase 111 — Replace Classrooms

» Projects in final phase of completion, awaiting the completion of a punch list:

0 Murray Middle School — Chiller Addition and Waterline
o0 South Fork High School — Building and Site Improvements

14



District School Board of Martin County, Florida
Capital Assets
(net of depreciation)

Percent

2013 2012 Change
Land $ 10,354,648 $ 10,354,648 0.0%
Construction in progress 11,293,085 21,662,247 -47.9%
Improvements other than buildings 11,828,090 8,309,940 42.3%
Buildings and fixed equipment 330,082,002 325,409,714 1.4%
Furniture, fixtures, and equipment 5,769,406 5,712,642 1.0%
Motor vehicles 2,741,002 3,222,918 -15.0%
Property under capital leases 497,621 704,255 -29.3%
Audio visual materials & computer software 705,621 826,176 -14.6%
Total Capital Assets (Net of Depreciation) $ 373,271,475  $376,202,540 -0.8%

As shown on the above table, construction in progress has decreased. This is due to the
decrease in the number of construction projects of the District, as compared to the
number of projects that have been completed by the District. Additional information on
the District’s capital assets can be found in Notes VI and X(C) of this report.

Long-Term Debt

At June 30, 2013, the District has total long-term debt outstanding of $45.4 million,
comprised of Certificates of Participation (COPS) Series 2005A, State Board of
Education (SBE) Bonds, and capital leases.

District School Board of Martin County, Florida
Outstanding Debt

2013 2012
COPS $ 34,360,000 $ 35,530,000
State School (SBE) Bonds Payable 10,580,000 13,165,000
Obligations under Capital Leases 460,904 646,100

$ 45,400,904 $ 49,341,100

The District’s outstanding debt decreased $3.9 million during 2012-13 fiscal year. The
decrease was primarily due to scheduled principal retirements. Additional information on
the District’s debt may be found in Note VII of this report.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Local property taxes are the District’s primary source of revenue. The required local
effort (RLE) for the 2013-14 fiscal year is projected to be 5.026 mills (an increase of
.37 mills), the discretionary millage is projected to be .748 mills, and the capital outlay
millage is projected to be 1.50 mills. General Fund revenues and other financing sources
are projected to be at $148.5 million, and expenditures are expected to be $148.7 million.

Approximately 95 percent of total General Fund revenues are from the State of Florida
and local taxes; therefore, economic condition at the national, state, and local levels will
affect the general operating funds and activities of the District. Changes in levels of
tourism, immigration into the State of Florida, and unemployment may affect the State
revenue streams, which in turn, will affect District revenue streams.

e The unemployment rate for Martin County is currently 7.8 percent, which is a
decrease from the rate of 9.8 percent a year ago.

e Student enrollment increased from 17,964 in September 2012 to 18,267 in
September 2013.

e The County population increased for the 2012-13 fiscal year from 147,203 to
148,077.

REQUESTS FOR INFORMATION

This financial report is designed to provide users with a general overview of the District’s
finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to
Martin County School Board, Finance Department, 500 East Ocean Boulevard, Stuart,
FL 34994. Additional financial information can be found on our web site
http://www.martinschools.org/pages/Martin_County_School_District/General_Info/Depa
rtment_Groups/Finance.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Statement of Net Position
June 30, 2013

Primary
Government
Governmental Component
Activities Unit
Assets
Unrestricted:
Cash and cash equivalents $ 33,447,964 $ 291,933
Investments 1,128,039 -
Accounts receivable 1,493,155 746
Deposits - 1,488
Due from other governmental agencies 1,550,113 -
Inventories 580,968 -
Prepaid items 229,578 9,678
Restricted:
Equity in property and casualty group 1,304,460 -
Capital assets not being depreciated:
Land 10,354,648 301,520
Construction in progress 11,293,085 -
Capital assets net of accumulated depreciation:
Improvements other than buildings 11,828,090 2,735
Buildings and fixed equipment 330,082,002 -
Leasehold Improvements - 46,292
Furniture, fixtures, and equipment 5,769,406 5,816
Motor vehicles 2,741,002 -
Property under capital lease 497,621 -
Audio visual materials and computer software 705,621 -
Total assets $ 413,005,752 $ 660,208
Liabilities
Salaries and benefits payable 6,063,470 5,502
Accounts payable 1,731,633 2,276
Construction contracts payable - retainage 414,447 -
Unearned revenue 240,146 -
Long-term liabilities:
Portion due in one year:
Notes payble - 10,659
Obligations under capital lease 194,671 -
Bonds payable 935,000 -
Certificates of participation payable 1,215,000 -
Compensated absences payable 2,071,833 -
Portion due in more than one year:
Notes payble - 222,251
Obligations under capital lease 266,233 -
Bonds payable 9,645,000 -
Certificates of participation payable 33,145,000 -
Compensated absences payable 11,792,604 -
Other postemployment benefits obligation 60,056,114 -
Total liabilities 127,771,151 240,688
Net position
Net investment in capital assets 327,870,571 123,453
Restricted for:
State required carryover programs 1,077,255 -
Capital projects 21,472,268 57,651
Debt service 266,278 -
Food service 3,043,525 -
Other 71,739 -
Unrestricted net position (deficit) (68,567,035) 238,416
Total net position $ 285,234,601 $ 419,520

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Statement of Activities
For the Fiscal Year Ended June 30, 2013

Program Revenues

Operating Capital
Charges for Grants and Grants and

Functions/Programs Expenses Services Contributions Contributions

Primary government:

Governmental activities:
Instruction $ 942305526 $ 434820 % - 8 -
Pupil personnel services 9,835,181 - - -
Instructional media services 2,209,088 - - -
Instruction and curriculum development services 3,615,999 - - -
Instructional staff training services 2,365,365 - - -
Instruction related technology 1,655,201 - - -
School board 902,968 - - -
General administration 659,120 - - -
School administration 9,598,008 - - -
Facilities services 29,581,334 - - 224,379
Fiscal services 908,486 - - -
Food services 7,678,953 2,573,283 5,385,431 -
Central services 5,086,568 - - -
Pupil transportation services 6,593,395 - - -
Operation of plant 14,098,913 - - -
Maintenance of plant 4,438,963 - - -
Administrative technology services 614,590 - - -
Community services 2,931,948 2,847,631 - -
Unallocated interest on long-term debt 2,095,227 - - 1,425,825

Total primary government $ 199,099,833 $ 5855734  $ 5385431 $ 1,650,204

Component unit:

Hope Center for Autism, Inc. $ 952,840 $ 27,994  $ - 8 8,584

General revenues:
Taxes:
Property taxes, levied for operational purposes
Property taxes, levied for capital purposes
Grants and contributions not restricted to specific programs
Unrestricted investment earnings
Miscellaneous
Total general revenues
Change in net position
Total net position - beginning
Total net position - ending

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

Primary Government
Governmental Component
Activities Unit

$ (93,795,706)  $ -
(9,835,181) -
(2,209,088) -
(3,615,999) -
(2,365,365) -
(1,655,201) -
(902,968) -
(659,120) -
(9,598,008) -
(29,356,955) -
(908,486) -
279,761 -
(5,086,568) -
(6,593,395) -
(14,098,913) -
(4,438,963) -
(614,590) -
(84,317) -
(669,402) -

$ (186,208,464) $ -

$ - 3 (916,262)
93,749,587 -
26,034,115 -
45,816,980 938,208

387,295 120
4,449,684 -
170,437,661 938,328
(15,770,803) 22,066
301,005,404 397,454

$ 285,234,601  $ 419,520




DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Balance Sheet
Governmental Funds
June 30, 2013

Assets
Cash and cash equivalents
Investments
Accounts receivable
Due from other governmental agencies
Inventories
Prepaid items

Total assets

Liabilities and fund balances
Liabilities:
Temporary negative cash
Salaries and benefits payable
Accounts payable
Constructions contracts payable - retainage
Unearned revenue
Total liabilities

Fund balances:
Nonspendable
Restricted
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Special Revenue -

Special Revenue -

Other Federal Federal
General Programs Ecomomic
Fund Fund Stimulus Fund
$ 10,566,346 - -
121,802 - -
622,610 10,217 245
- 988,437 89,346
422,333 - -
49,066 - -
$ 11,782,157 998,654 89,591
$ - 906,438 77,604
5,990,418 50,402 2,597
700,328 41,814 9,390
145,612 - -
6,836,358 998,654 89,591
593,201 - -
1,077,255 - -
97,986 - -
3,177,357 - -
4,945,799 - -
$ 11,782,157 998,654 89,591

The accompanying notes are an integral part of the basic financial statements.
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Capital Projects -

Local Capital Nonmajor Total
Improvement Governmental Governmental

Tax Fund Funds Funds

$ 20,076,626 $ 3,789,034 $ 34,432,006

553,876 452,361 1,128,039

4,674 855,409 1,493,155

417,979 54,351 1,550,113

- 158,635 580,968

- - 49,066

$ 21,053,155 $ 5,309,790 $ 39,233,347

$ - $ - $ 984,042

- 20,053 6,063,470

810,500 169,601 1,731,633

414,447 - 414,447

- 94,534 240,146

1,224,947 284,188 9,433,738

553,876 347,829 1,494,906

19,274,332 4,677,773 25,029,360

- - 97,986

- - 3,177,357

19,828,208 5,025,602 29,799,609

$ 21,053,155 $ 5,309,790 $ 39,233,347
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Reconciliation of the Balance Sheet of Governmental Funds to the
Statement of Net Position

June 30, 2013

Total fund balances - governmental funds $ 29,799,609

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 governmental funds.

Capital assets not being depreciated $ 21,647,733
Capital assets being depreciated 351,623,742
373,271,475
The District's portion of the equity held in the risk management consortium is not reported
as an asset of the governmental funds. 1,304,460
Contributions to the early retirement programs in excess of actuarial required contributions
are recognized as a prepaid expense in the government-wide statements, but are not reported
as assets in the governmental funds. 180,512
Long-term liabilities are not due and payable in the current period and, therefore, are not
reported as liabilities in the governmental funds. Long-term liabilities at year-end consist
of:
Obligations under capital lease $ (460,904)
Bonds payable (10,580,000)
Certificates of participation Series 2005A (34,360,000)
Compensated absences payable (13,864,437)
Other postemployment benefits obligation (60,056,114)
(119,321,455)
Total Net Position - Governmental Activities $ 285,234,601

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

For the Fiscal Year Ended June 30, 2013

Special Revenue - Special Revenue -
Other Federal Federal
General Programs Ecomomic
Fund Fund Stimulus Fund
Revenues
Federal direct $ 452,898 $ 1,901,223 $ -
Federal through state and local 960,648 8,660,907 360,951
State 33,381,110 - -
Local:
Taxes 93,749,587 - -
Charges for services - food services - - -
Impact fees - - -
Miscellaneous 5,023,805 - -
Total revenues 133,568,048 10,562,130 360,951
Expenditures
Current:
Instruction 84,886,775 3,767,166 39,254
Pupil personnel services 6,536,789 2,849,566 -
Instructional media services 2,095,209 16,253 -
Instruction and curriculum development services 1,882,801 1,381,658 216,095
Instructional staff training services 240,177 2,000,647 34,411
Instruction related technology 1,473,490 - 63,691
School board 869,548 - -
General administration 728,911 387,456 -
School administration 8,972,904 - -
Facilities services 979,357 - -
Fiscal services 844,077 - -
Food services - 488 -
Central services 4,695,849 - -
Pupil transportation services 6,279,089 84,967 -
Operation of plant 13,520,162 50,492 -
Maintenance of plant 4,290,026 - -
Administrative technology services 589,731 - -
Community services 2,760,649 1,585 -
Capital outlay:
Facilities acquisition and construction - - -
Other capital outlay 34,387 21,852 7,500
Debt service:
Principal - - -
Interest and fees - - -
Paying agent fees - - -
Total expenditures 141,679,931 10,562,130 360,951
Excess (deficiency) of revenues
over (under) expenditures (8,111,883) - -
Other financing sources (uses)
Insurance loss recoveries - - -
Transfers in 6,260,089 - -
Transfers out (316,984) - -
Total other financing sources (uses) 5,943,105 - -
Net change in fund balances (2,168,778) - -
Fund balances - beginning 7,114,577 - -
Fund balances - ending $ 4,945,799 $ - $ -

The accompanying notes are an integral part of the basic financial statements.
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Capital Projects -

Local Capital Nonmajor Total
Improvement Governmental Governmental
Tax Fund Funds Funds
- - 2,354,121
- 5,223,047 15,205,553
- 1,832,218 35,213,328
26,034,115 - 119,783,702
- 2,573,283 2,573,283
- 1,752,609 1,752,609
479,100 15,501 5,518,406
26,513,215 11,396,658 182,401,002
- 503 88,693,698
- - 9,386,355
- - 2,111,462
- - 3,480,554
- - 2,275,235
- - 1,537,181
- - 869,548
- - 1,116,367
- - 8,972,904
8,679,693 94,689 9,753,739
- - 844,077
- 7,305,960 7,306,448
- - 4,695,849
- - 6,364,056
- - 13,570,654
- - 4,290,026
- - 589,731
- - 2,762,234
13,532,818 215,518 13,748,336
3,162,379 72,625 3,298,743
185,196 2,085,000 2,270,196
28,099 2,080,690 2,108,789
- 14,537 14,537
25,588,185 11,869,522 190,060,719
925,030 (472,864) (7,659,717)
1,234,903 - 1,234,903
240,491 2,799,313 9,299,893
(7,262,909) (1,720,000) (9,299,893)
(5,787,515) 1,079,313 1,234,903
(4,862,485) 606,449 (6,424,814)
24,690,693 4,419,153 36,224,423
19,828,208 5,025,602 29,799,609
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances of Governmental Funds to the
Statement of Activities

For the Fiscal Year Ended June 30, 2013

Net change in fund balances - total governmental funds

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

Governmental funds report capital outlays 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 by which capital
outlays exceed depreciation expense in the current period.

Capital outlay $ 17,047,079

Less, depreciation expense (13,080,603)

The statement of activities reflects only the gain/loss on the sale of assets, whereas the governmental funds include
all proceeds from these sales. Thus, the change in net assets differs from the change in fund balances by the
undepreciated cost of assets sold.

The District's portion of equity held in the risk management consortium is recognized in the government-wide
statement of activities, but not in the governmental funds. This is the decrease in the District's equity in the
consortium.

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

Issuance costs on new debt are reported as expenditures in the governmental funds, but are deferred and amortized
on the statement of activities.

Repayment of long-term debt principal is an expenditure in the governmental funds, but the repayment reduces long:

term liabilities in the statement of net position. This is the amount of repayments in the current period.

Bonds, refunding payments $ 1,670,000
Bonds, scheduled debt service payments 915,000
Certificates of participation repayments 1,170,000
Capital lease repayments 185,196

Expenses for other postemployment benefits in the statement of activities that do not require the use of current
financial resources, are not reported in the governmental funds.

Current year expense $ (14,469,519)

Current year contribution 3,198,451

Annual required contributions to the Early Retirement Plan in the statement of activities does not require the use of
current financial resources due to amounts prepaid in prior years. This is the current year reduction in the prepaid
amount.

Change in net position of governmental activities

The accompanying notes are an integral part of the basic financial statements
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

General Fund
For the Fiscal Year Ended June 30, 2013

Revenues

Federal direct
Federal through state and local
State
Local

Taxes

Miscellaneous

Total revenues

Expenditures
Current:

Instructional services
Salaries
Employee benefits
Purchased services
Materials and supplies
Capital outlay
Other

Total instructional services

Pupil personnel services
Salaries
Employee benefits
Purchased services
Materials and supplies
Capital outlay
Other

Total pupil personnel services

Instructional media services
Salaries
Employee benefits
Purchased services
Materials and supplies
Capital outlay
Other
Total instructional media services

Instruction and curriculum development services
Salaries
Employee benefits
Purchased services
Materials and supplies
Capital outlay
Other
Total instruction and curriculum development services

The accompanying notes are an integral part of the basic financial statements.

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 456,650 $ 452,898 452,898 $

921,659 960,648 960,648
32,944,404 33,381,110 33,381,110
93,066,978 93,749,587 93,749,587
4,881,690 5,023,805 5,023,805
132,271,381 133,568,048 133,568,048
59,163,922 59,099,372 59,099,372
17,639,095 17,156,047 17,156,047
4,738,457 5,088,306 5,088,306
2,233,514 1,948,360 1,948,360
251,987 89,426 89,426
1,576,778 1,505,264 1,505,264
85,603,753 84,886,775 84,886,775
4,274,430 4,541,335 4,541,335
1,265,873 1,273,249 1,273,249
678,054 688,911 688,911
28,008 24,330 24,330
9,149 697 697
19,187 8,267 8,267
6,274,701 6,536,789 6,536,789
1,468,832 1,512,826 1,512,826
451,424 442,708 442,708
8,756 1,697 1,697
60,997 44,699 44,699
89,625 79,885 79,885
8,298 13,394 13,394
2,087,932 2,095,209 2,095,209
1,378,919 1,471,964 1,471,964
381,025 382,223 382,223
13,893 18,192 18,192
13,596 7,595 7,595
26 26
2,619 2,801 2,801
1,790,052 1,882,801 1,882,801
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
General Fund

For the Fiscal Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Instructional staff training services

Salaries $ 66,215 $ 118,915 $ 118,915 $

Employee benefits 7,885 8,191 8,191

Purchased services 24,909 49,925 49,925

Materials and supplies 73,831 48,826 48,826

Capital outlay 13,344 - -

Other 65,449 14,320 14,320
Total instructional staff training services 251,633 240,177 240,177

Instruction related technology

Salaries 1,149,595 1,094,634 1,094,634
Employee benefits 294,450 279,306 279,306
Purchased services 52,450 9,130 9,130
Materials and supplies 60,638 23,684 23,684
Other 3,183 66,736 66,736
Total instruction related technology 1,560,316 1,473,490 1,473,490

School board

Salaries 433,457 346,253 346,253
Employee benefits 131,843 93,651 93,651
Purchased services 90,588 227,154 227,154
Materials and supplies 5,604 611 611
Capital outlay 374 135 135
Other 24,616 201,744 201,744
Total school board 686,482 869,548 869,548

General administration

Salaries 473,360 544,315 544,315
Employee benefits 108,465 106,607 106,607
Purchased services 8,279 36,714 36,714
Materials and supplies 1,557 3,636 3,536
Capital outlay 250 75 75
Other 41,796 37,664 37,664
Total general administration 633,707 728,911 728,911

School administration

Salaries 7,097,158 7,043,571 7,043,571
Employee benefits 1,955,912 1,893,879 1,893,879
Purchased services 13,451 14,042 14,042
Materials and supplies 12,746 13,652 13,652
Capital outlay 18,208 324 324
Other 3,417 7,436 7,436
Total school administration 9,100,892 8,972,904 8,972,904
The accompanying notes are an integral part of the basic financial statements. (Continued)
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
General Fund

For the Fiscal Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Facilities services

Salaries $ 734,840 $ 764,044 $ 764,044 $

Employee benefits 187,165 190,620 190,620

Purchased services 18,521 10,713 10,713

Materials and supplies 4,146 13,236 13,236

Other 1,744 744 744
Total facilities services 946,416 979,357 979,357

Fiscal services

Salaries 681,166 619,686 619,686
Employee benefits 197,217 182,197 182,197
Purchased services 50,076 15,454 15,454
Materials and supplies 10,685 6,637 6,637
Capital outlay 755 235 235
Other 10,793 19,868 19,868
Total fiscal services 950,692 844,077 844,077

Central services

Salaries 2,157,155 1,495,676 1,495,676
Employee benefits 2,596,771 2,837,577 2,837,577
Purchased services 261,939 288,826 288,826
Energy services 424 323 323
Materials and supplies 42,036 37,848 37,848
Capital outlay 9,749 1,998 1,998
Other 47,897 33,601 33,601
Total central services 5,115,971 4,695,849 4,695,849

Pupil transportation services

Salaries 2,773,853 2,949,009 2,949,009
Employee benefits 1,405,288 1,385,357 1,385,357
Purchased services 476,667 529,923 529,923
Energy services 953,803 942,747 942,747
Materials and supplies 345,204 379,974 379,974
Capital outlay 11,037 8,182 8,182
Other 148,034 83,897 83,897
Total pupil transportation services 6,113,886 6,279,089 6,279,089
The accompanying notes are an integral part of the basic financial statements. (Continued)
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

General Fund
For the Fiscal Year Ended June 30, 2013

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Operation of plant
Salaries $ 4,152,616 4,287,909 $ 4,287,909 $
Employee benefits 2,189,064 2,225,997 2,225,997
Purchased services 2,053,097 1,966,995 1,966,995
Energy services 4,628,608 4,681,037 4,681,037
Materials and supplies 240,055 256,892 256,892
Capital outlay 31 - -
Other 51,633 101,332 101,332
Total operation of plant 13,315,104 13,520,162 13,520,162
Maintenance of plant
Salaries 2,823,631 3,050,528 3,050,528
Employee benefits 1,053,831 1,086,084 1,086,084
Purchased services 70,836 70,732 70,732
Materials and supplies 83,838 81,531 81,531
Capital outlay - 674 674
Other 137 477 477
Total maintenance of plant 4,032,273 4,290,026 4,290,026
Administrative technology services
Salaries 415,387 466,545 466,545
Employee benefits 133,577 112,818 112,818
Purchased services 324 10,368 10,368
Total administrative technology services 549,288 589,731 589,731
Community services
Salaries 1,592,685 1,737,657 1,737,657
Employee benefits 395,090 389,450 389,450
Purchased services 127,299 148,715 148,715
Materials and supplies 207,817 219,903 219,903
Capital outlay 57,338 54,578 54,578
Other 208,414 210,346 210,346
Total community services 2,588,643 2,760,649 2,760,649
Total current operating 141,601,741 141,645,544 141,645,544
Capital outlay:
Other capital outlay - 34,387 34,387
Total expenditures 141,601,741 141,679,931 141,679,931
Deficiency of revenues under expenditures (9,330,360) (8,111,883) (8,111,883)
Other financing sources (uses)
Transfers in 7,600,322 6,260,089 6,260,089
Transfers out (54,347) (316,984) (316,984)
Total other financing sources (uses) 7,545,975 5,943,105 5,943,105
Net change in fund balances (1,784,385) (2,168,778) (2,168,778)
Fund balances - beginning 7,114,577 7,114,577 7,114,577
Fund balances - ending $ 5,330,192 4,945,799 $ 4,945,799 $

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Major Special Revenue Fund - Other Federal Programs Fund

For the Fiscal Year Ended June 30, 2013

Other Federal Programs Fund

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Federal direct $ 831,407 $ 1,901,223 $ 1901223 $
Federal through state and local 10,036,312 8,660,907 8,660,907
Total revenues 10,867,719 10,562,130 10,562,130

Expenditures

Current:

Instructional services
Salaries 2,228,860 1,960,273 1,960,273
Employee benefits 883,091 715,278 715,278
Purchased services 241,955 563,131 563,131
Materials and supplies 320,043 273,191 273,191
Capital outlay 242,792 56,319 56,319
Other 93,928 198,974 198,974

Total instructional services 4,010,669 3,767,166 3,767,166

Pupil personnel services

Salaries 1,747,952 2,070,317 2,070,317
Employee benefits 483,444 644,740 644,740
Purchased services 342,762 87,812 87,812
Materials and supplies 82,006 45,048 45,048
Capital outlay 29,492 1,499 1,499
Other - 150 150
Total pupil personnel services 2,685,656 2,849,566 2,849,566

Instructional media services

Salaries 10,360 10,960 10,960
Employee benefits 5,075 5,293 5,293
Other 922 - -
Total instructional media services 16,357 16,253 16,253

Instruction and curriculum development services

Salaries 929,503 1,010,776 1,010,776
Employee benefits 259,959 267,511 267,511
Purchased services 49,975 45,097 45,097
Materials and supplies 25,066 24,125 24,125
Capital outlay 7,450 137 137
Other 11,034 34,012 34,012
Total instruction and curriculum development services 1,282,987 1,381,658 1,381,658

Instructional staff training

Salaries 1,583,448 1,455,335 1,455,335
Employee benefits 435,498 404,832 404,832
Purchased services 119,933 86,713 86,713
Materials and supplies 137,332 42,687 42,687
Capital outlay 2,044 - -
Other 9,263 11,080 11,080
Total instructional staff training 2,287,518 2,000,647 2,000,647
The accompanying notes are an integral part of the basic financial statements. (Continued)
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Major Special Revenue Fund - Other Federal Programs Fund

For the Fiscal Year Ended June 30, 2013

Other Federal Programs Fund

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

General Administration

Other 532,655 387,456 387,456
Total general administration 532,655 387,456 387,456
School administration

Salaries 22,632 - -

Employee benefits 7,756 - -
Total school administration 30,388 - -

Food services
Other 480 488 488

Total food services 480 488 488

Pupil transportation services

Purchased services 4,125 80,904 80,904
Energy services - 1,686 1,686
Materials and supplies - 52 52
Capital outlay 1,000 2,325 2,325
Total pupil transportation services 5,125 84,967 84,967

Operation of plant

Purchased services 13,363 38,685 38,685

Materials and supplies 451 10,644 10,644

Capital outlay - 1,163 1,163
Total operation of plant 13,814 50,492 50,492
Community services

Materials and supplies 2,070 1,585 1,585
Total community services 2,070 1,585 1,585

Capital outlay

Other capital outlay - 21,852 21,852
Total capital outlay - 21,852 21,852
Total expenditures 10,867,719 10,562,130 10,562,130

Excess (deficiency) of revenues over (under) expenditures - - -

Fund balance - beginning - - R

Fund balance - ending $ -3 -3 - 8

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Major Special Revenue Fund - Federal Economic Stimulus Fund

For the Fiscal Year Ended June 30, 2013

Federal Economic Stimulus Fund

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues
Federal through state and local $ 734,803 $ 360,951 % 360,951 % -
Total revenues 734,803 360,951 360,951 -
Expenditures
Current:
Instruction
Salaries - 33,868 33,868 -
Employee benefits 376 5,386 5,386 -
Other 13,875 - - -
Total instruction 14,251 39,254 39,254 -
Pupil personnel services
Salaries 19,315 - - -
Employee benefits 438 - - -
Total pupil personnel services 19,753 - - -
Instruction and curriculum development services
Salaries 124,510 101,560 101,560 -
Employee benefits 23,578 23,579 23,579 -
Purchased services 133,843 86,485 86,485 -
Materials and supplies 72,255 3,771 3,771 -
Capital outlay 159,099 700 700 -
Total instruction & curriculum development serv. 513,285 216,095 216,095 -
Instructional staff training services
Purchased services 14,208 2,845 2,845 -
Materials and supplies 19,209 329 329 -
Capital outlay 1,356 31,237 31,237 -
Total instructional staff training services 34,773 34,411 34,411 -
Instruction Related Technology
Salaries $ 49,168 $ 49,168 $ 49,168 % -
Employee benefits 16,628 14,523 14,523 -
Total instruction related technology 65,796 63,691 63,691 -
Facilities services
Capital outlay 86,945 - - -
Total general administration 86,945 - - -
Capital outlay:
Other capital outlay - 7,500 7,500
Total expenditures 734,803 360,951 360,951 -
The accompanying notes are an integral part of the basic financial statements. (Continued)

36



DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Major Special Revenue Fund - Federal Economic Stimulus Fund

For the Fiscal Year Ended June 30, 2013

Federal Economic Stimulus Fund

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

Excess (deficiency) of revenues over (under)
expenditures - - - -
Net change in fund balance - - - -
Fund balance - beginning - - - -
Fund balance - ending $ -8 -8 - 3 -

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Statement of Fiduciary Net Position

Fiduciary Funds

June 30, 2013

Private -
Pension Purpose
Trust Trust Agency
Fund Funds Funds
Assets
Cash and cash equivalents $ - $ 100,954 $ 1,796,435
Investments
Common stock 3,205,024 - -
Corporate debt obligations 1,231,161 - -
Money market fund 727,936 - -
American depository receipts 383,035 - -
United States agencies and instrumentalities obligations 312,420 - -
United States treasury notes 160,722 - -
Other 84,791 - -
Accounts receivable - - 1,458
Inventory - - 62,324
Total assets $ 6105089 $ 100,954 $ 1,860,217
Liabilities
Temporary negative cash $ 270,425  $ - $ -
Due to student organizations - - 1,827,051
Accounts payable - - 33,166
Total liabilities 270,425 - $ 1,860,217
Net position
Assets held in trust for pension benefits 5,834,664 -
Assets held in trust for scholarships - 100,954
Net position $ 5834664 $ 100,954

The accompanying notes are an integral part of the basic financial statements.
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Fiscal Year Ended June 30, 2013

Private -
Pension Purpose
Trust Trust
Fund Funds
ADDITIONS
Contributions:
Gifts, grants and bequests $ - 3 -
Investment Earnings and Losses:
Interest and dividends 159,074 -
Gain on sale of investments 21,163 -
Net increase in the fair value of investments 767,036 -
Total additions 947,273 -
DEDUCTIONS
Benefits and refunds paid to plan members and beneficiaries 605,842 -
Scholarships - 19,000
Administrative expenses 72,104 -
Total deductions 677,946 19,000
Change in net position 269,327 (19,000)
Net Position - beginning 5,565,337 119,954
Net Position - ending $ 5834664 % 100,954

The accompanying notes are an integral part of the basic financial statements.
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NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A Reporting Entity

The Martin 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
Martin County School District (District) is considered part of the Florida system of public education.
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 Martin 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) Codification of Governmental Accounting and Financial Reporting
Standards, Sections 2100 and 2600. The application of these criteria provides for identification of any
entities for which the Board is financially accountable and other organizations for which the nature and
significance of their relationship with the School Board are such that the exclusion would cause the
District's basic financial statements to be misleading or incomplete. Based on the application of these
criteria, the following component units are included within the District's reporting entity:

Blended Component Unit

The Martin County School Board Leasing Corporation (Leasing Corporation) was formed to facilitate
financing for the acquisition of facilities and equipment as further discussed in Note VII B. Due to the
substantive economic relationship between the Board 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 Hope Center for Autism, Inc., is a separate not-for-profit corporation organized pursuant to Chapter
617, Florida Statutes, the Florida Not For Profit Corporation Act, and Section 1002.33, Florida Statutes.
The Hope Center for Autism, Inc., operates as a charter school and is considered to be a component unit
since it is fiscally dependent on the District to levy taxes for its support and there is a potential for the
charter school to provide specific financial benefits to, or impose, specific financial burdens on, the
District. A copy of the separate financial statements for the charter school is available at the District’s
administrative office.

The District also considered the Clark Advanced Learning Center Charter School operated by Indian
River State College for inclusion in its reporting entity; however, because the Clark Advanced Learning
Center is an operating component unit of the College and is not a separate legal entity, it does not meet
the criteria for inclusion as a District component unit. The charter school’s financial statements were
audited by an independent certified public accountant and are filed in the District’s administrative office.

B. Government-wide and Fund Financial Statements — Basis of Presentation
The basic financial statements of the District are composed of the following:

. Government-wide financial statements
° Fund financial statements
. Notes to the basic financial statements
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1. Government-wide Financial Statements

Government-wide financial statements (the Statement of Net Position and the Statement of Activities)
present information about the School District as a whole. These statements include the non-fiduciary
financial activity of the primary government and its component units.

Government-wide financial statements include separate columns for the primary government and its
component units. Governmental activities are supported by taxes and intergovernmental revenues. 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 District’s governmental 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, if not specifically associated with a particular function, is
reported as unallocated. Program revenues include charges paid by the recipient of the goods or
services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not classified as program
revenues are presented as general revenues. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-supporting or draws from the general
revenues of the District.

As a general rule, the effects of interfund activity have been eliminated from the government-wide
financial statements. Exceptions to this general rule are when eliminations would distort the direct costs
and program revenues reported for the various functions concerned.

2. Fund Financial Statements

The financial records of the District are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprises its assets, liabilities, fund equity, revenue and expenditures or
expenses, as appropriate. Government resources are allocated to, and accounted for, in individual funds
based upon the purposes for which they are to be spent and the means by which spending activities are
controlled.

Fund financial statements for the District’s governmental and fiduciary funds are presented after the
government-wide financial statements. The focus of governmental fund financial statements is on major
funds rather than reporting funds by type. Each major fund is reported in a separate column. Nonmajor
funds are aggregated and reported in a single column. The fiduciary fund statements include financial
information for the agency funds, the pension trust fund, and private purpose trust funds. The agency
funds of the District primarily represent assets held by the District in a custodial capacity for other
individuals or governments.

Because the focus of governmental fund financial statements differs from the focus of government-wide
financial statements, a reconciliation is presented with each of the governmental fund financial
statements.
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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 Federal Programs — to account for the financial resources generated for federal
grants.

o 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 — Local Capital Improvement Tax Fund — to account for the financial resources generated
by the local capital improvement tax levy to be used for educational capital outlay needs, including new
construction, renovation and remodeling projects, maintenance, repairs, and site improvement.

Additionally, the District reports the following fiduciary fund types:

. Pension Trust Fund — to account for resources used to finance the early retirement plan.

. Private-Purpose Trust Funds — to account for resources of the following scholarship trust funds: M.H.
Correll Research Trust Fund; T.L. Showalter Scholarship Trust Fund; J.M. Phillips, Jr., Memorial Trust
Fund; Clara Neuman Scholarship Trust Fund; Dr. Tom Goodman Scholarship Trust Fund; and
Nonendowment Scholarship Trust Fund.

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

Noncurrent Governmental Assets/Liabilities

GASB Statement No. 34 requires noncurrent governmental assets, such as land and buildings,
noncurrent governmental liabilities such as bonds and capital leases, to be reported in the governmental
activities column in the government-wide Statement of Net Position.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
1. Government-wide Financial Statements

Basis of accounting refers to when revenues and expenditures, or expenses, are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.

The government-wide financial statements and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Under the accrual basis of
accounting, revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place. Revenues, expenses, gains,
losses, assets, and liabilities resulting from nonexchange transactions are recognized in accordance with
the requirements of GASB Statement 33 — Accounting and Financial Reporting for Nonexchange
Transactions. Revenues from grants, entitlements, and donations are recognized in the fiscal year in
which all eligibility requirements imposed by the provider have been satisfied.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial
statements, rather than reported as expenditures. Proceeds of long-term debt are recorded as liabilities in
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the government-wide financial statements, rather than as an *“other financing source”. Amounts paid to
reduce the District’s long-term indebtedness are reported as a reduction of related liability, rather than as
expenditures.

2. Governmental Fund Financial Statements

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 30 days of the end of
the current fiscal year. Taxes, grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. 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. Under the modified accrual basis of accounting, expenditures are generally recognized when
the related fund liability is incurred, except for principal and interest on long-term debt, claims and
judgments, other postemployment benefits, and compensated absences, which are recognized when due.
Amounts expended to acquire capital assets are recorded as expenditures in the year that resources were
expended, rather than as fund assets. Allocations of cost, such as depreciation, are not recognized in
governmental funds.

Under the current financial resources measurement focus, only current assets and current liabilities are
generally included on the balance sheet. The reported fund balance is considered to be a measure of
“available spendable resources”. Governmental funds operating statements present increases (revenues
and other financing sources) and decreases (expenditures and other financing uses) in net current assets.
Accordingly, they are said to present a summary of sources and uses of “available spendable resources”
during a period.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed. When committed, assigned, or
unassigned resources are available for use in governmental fund financial statements, it is the District’s
policy to use committed resources first, followed by assigned resources, and then unassigned resources
as they are needed.

Because of their spending measurement focus, expenditure recognition for governmental fund types
excludes amounts represented by noncurrent liabilities. Since they do not affect net current assets, such
long-term amounts are not recognized as governmental fund type expenditures or fund liabilities.

3. Fiduciary Fund Financial Statements

Fiduciary fund statements include trust funds and agency funds. All trust funds use the economic
resources measurement focus and accrual basis of accounting. Agency funds are unlike all other types
of funds and report only assets and liabilities. So, agency funds do not have a measurement focus, but
do use an accrual basis of accounting to recognize receivables and payables.
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4, Component Unit

The Hope Center for Autism, Inc. (charter school), shown as a discretely presented component unit, is
accounted for as a governmental organization and follows the same accounting model as the District’s
governmental activities.

D. Assets, Liabilities, and Net Position/Fund Balance
1. Deposits and Investments

Cash deposits are held by banks qualified as public depositories under Florida law. All deposits are
insured by Federal depository insurance and collateralized with securities held in Florida's multiple
financial institution collateral pool as required by Chapter 280, Florida Statutes. The District considers
cash as those accounts used as demand deposit accounts and considers cash equivalents as those
amounts on deposit in money market funds and amounts placed in the State Board of Administration’s
(SBA) Florida Local Government Surplus Funds Trust Fund (“Florida PRIME”), except that money
market funds in the Pension Trust Fund are not classified as cash equivalents. This investment pool
operates 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 Rule
2a7 like external investment pool, as of June 30, 2013, 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 Board has a formal investment policy. The purpose of this policy is to set forth the investment
objectives and parameters for the management of the District’s public funds. These policies are designed
to ensure the prudent management of public funds, the availability of operating and capital funds when
needed, and an investment return competitive with comparable funds and financial market indices. The
District’s investment policy limits investments to a maximum of 5 years or less. Obligations of United
States Government agencies and instrumentalities include embedded options to call the entire security or
portion thereof, at the option of the issuer; or, depending on market conditions, the District may decide
to leave the security intact, at a stated interest rate, until final maturity. These securities have various
call dates between September 2013 and April 2017.

In accordance with Section 218.415, Florida Statutes, this investment policy applies to all cash and
investments held or controlled b