COMPREHENSIVE ANNUAL
FINANCIAL REPORT

FOR FISCAL YEAR ENDING JUNE 30, 2014

The School Board of Marion County, Florida




COMPREHENSIVE
ANNUAL FINANCIAL REPORT

MARION COUNTY DISTRICT SCHOOL BOARD
OCALA, FLORIDA

FISCAL YEAR ENDED
JUNE 30, 2014

George D. Tomyn, Superintendent of Schools

Prepared By:
Finance and Accounting Department
Theresa Boston-Ellis, Executive Director of Business Services
Alice A. Posada, Director of Finance

Marion County District School Board
P.O. Box 670
Ocala, FL 34478-0670



THE MARION COUNTY DISTRICT SCHOOL BOARD
OCALA, FLORIDA
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FISCAL YEAR ENDED

JUNE 30, 2014

TABLE OF CONTENTS

INTRODUCTORY SECTION

Principal DiStriCt OffiCIAIS ......ccceii i e e e e e e e e e e nnes i
Letter of TranSMItIAl.........c..oi i ii - viii
OrganizatioNal CharT...........coiiiiiie ettt e e e e seee e e e e eneee e e e nnneeeas iX
Certificate of Achievement for Excellence in Financial Reporting ...........ccccccvveeeiviiccvvnenen. X

FINANCIAL SECTION
Independent AUAITOr'S REPOI ......oiiiiiiiie e 1-3
Management’s Discussion and ANalYSIS ....coccuuiiiii i 4-11

Basic Financial Statements

Statement Of NEE POSIHION ......uueii e e e e e e e e e e e e eeab e e e e aeeees 12
StAtEMENT OFf ACHVITIES ..vvvvvviiiiiiiiiiii s 13-14
Balance Sheet — Governmental FUNAS ..........ooii i eeeeeans 15-16
Reconciliation of the Governmental Funds Balance Sheet to the

Statement Of N POSIHION .....ooeueeiee e e s e e 17
Statement of Revenues, Expenditures, and Changes in Fund

Balances — Governmental FUNAS .........ooiiiiiiiieeeee e e 18-19
Reconciliation of the Governmental Funds Statement of Revenues,

Expenditures, and Changes in Fund Balances to the Statement of Activities............... 20
Statement of Net Position — Proprietary FUN ... 21
Statement of Revenues, Expenses, and Changes in Fund Net

Position — Proprietary FUNG ...........occiiiioiiie ettt nnree e 22
Statement of Cash Flows — Proprietary FUNG............cccooiiiiiiiiiiiie e 23
Statement of Fiduciary Net Position — Fiduciary FUNAS............ccccceiiiiiieiiiiie e 24
Statement of Changes in Fiduciary Net Position - Fiduciary Fund.............cccccccceeiiinnnee. 25
Notes to Financial Statements ... 26-56

Required Supplementary Information
Schedule of Revenues, Expenditures, and Changes in Fund Balance —

Budget and Actual — Major Fund — General Fund............cccccceeviiii e 57-61
Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual — Major Special Revenue — Food Service Fund ..........cccccoeevvveenne 62

Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual — Major Special Revenue — Federal Economic
SHMUIUS FUNG ettt e e 63
Schedule of Funding Progress for Other Postemployment Benefits.........cccccvvvevveee. 64
Notes to Required Supplementary INfOrmation...............uuveeviieiiniiiiiiiiieee e 65



THE MARION COUNTY DISTRICT SCHOOL BOARD
OCALA, FLORIDA
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FISCAL YEAR ENDED

JUNE 30, 2014

TABLE OF CONTENTS
(Continued)

Il FINANCIAL SECTION

Combining and Individual Fund Financial Statements and Schedules

Combining Balance Sheet — Nonmajor FUNAS ...........ccociviiiiiiie e 66-67
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balances — Nonmajor FUNAS............oooiiiiiiiiiieeee e 68-69

Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual — Nonmajor Funds:

Special Revenue — Other Federal Programs FuNd .............ccccceveeeciinvccciinneenenn. 70-71
Debt Service — State Board of Education COBI Bonds Fund .............cccccceveeniieeenn. 72
Debt Service — Other Debt Service FUNd ..............uuuuuiiiiiiiiiiiiiiiiiiiieiiiiiieeeeieeeneennee. 73
Capital Projects — Public Education Capital Outlay Fund..............ccccccceeeiiniennninnne, 74
Capital Projects — Capital Outlay and Debt Service Fund..........cccccooovviiiiinenneennnne 75

Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual - Major Capital Projects Funds:

Local Capital Improvement FUN ... 76
Other Capital ProjeCtS FUN ..........ooviiiiiiiiiiieee e 77
Statement of Changes in Assets and Liabilities — Agency Funds —
Internal Accounts - Student ACtIVIty FUNAS ..........oooiiiiiiiiiicee e 78
Nonmajor Component Units
Combining Statement Of Net POSITION. .........coiiiiiiieiiie e 79
Combining Statement Of ACHVITIES .........coouiiiiiieiiieesiee e 80-81

II. STATISTICAL SECTION (UNAUDITED)

Table 1 - Net Position by Component — Government-wWide ..........ccccccvveeeicieeeesnineneennns 82
Table 2 - Changes in Net Position — Government-wide............ccccceeeeiieeeeiicieee e 83
Table 3 - Changes in Fund Balances, All Governmental Funds...........c.ccccceeeevinee... 84-85
Table 4 - Fund Balances, All Governmental FUNS ...........ccooviiiiiiiiiiniiee e 86
Table 5 - General Governmental Tax Revenues by SOUrCeS..........cccvvvevvcvieeeecciieeee e, 87
Table 6 - Assessed Value and Actual Value of Taxable Property ...........cccocevevvcvereennee 88
Table 7 - Property Tax Rates of Direct and Overlapping Governments............cccc.c....... 89
Table 8 - Direct and Overlapping Sales TaxXx RateS.......ccccooiviciiiiieiiie e 90
Table 9 - Principal Property TAXPAYEIS ......uueeeeeeeiiiiiiiieereeeeeessisnireeeeeeeesssssssnneeeessesesannes 91
Table 10 -Property Tax Levies and ColleCtions ............ccccvveeeiiiiiiiiieeecee e 92
Table 11 -Ratio of Qutstanding Debt by Type ... 93
Table 12 -Ratio of Net General Bonded Debt to Assessed Value

and Net Bonded Debt per Capita.......cccccveeeeiiciiiiiieeee e 94
Table 13 -Legal Debt Margin INformation ............cccooveiiirii i 95
Table 14 -Anticipated Capital Outlay Millage Levy Required to Cover

Certificates of Participation Payments ..........cccccccevveeei i, 96
Table 15 -Pledged ReVENUE COVEIAJE .......cccoicuriiieiiiiieeecittiee e s etiee e e eeitee e e e saaee e e s nnvaee e ennes 97
Table 16 -Demographic and ECONOMIC SEAtiSHICS ........cvevvveeiiiiiiiieeiiie e 98
Table 17 -Principal Employers, Ten Largest EMPIOYErS..........ccoooveiiiieiiiieniieeeieee e 99

Table 18 -Number of Full-time EMPIOYEES.........ccooiciiiiieiee et ee e 100



THE MARION COUNTY DISTRICT SCHOOL BOARD
OCALA, FLORIDA
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FISCAL YEAR ENDED

JUNE 30, 2014

Table 19 -Operating StatiStCS .........cveiii it e e seaee e 101
Table 20 -Food Service Operating Datal.........c.ccooviiiiiiieiiiee e 102
Table 21 -School Building Information.............cccceveiviiie e 103-104

ADDITIONAL ELEMENTS OF REPORT PREPARED IN ACCORDANCE WITH THE
GOVERNMENT AUDITING STANDARDS, ISSUED BY THE COMPTROLLER
GENERAL OF THE UNITED STATES AND THE PROVISIONS OF OFFICE OF
MANAGEMENT AND BUDGET (OMB) CIRCULAR A-133

Schedule of Expenditures of Federal AWards ..........ccccceeeeeeeeeiiieee e 105-106
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 ...... 107-108
Independent Auditor's Report on Compliance for Each Major Federal

Program and Report on Internal Control Over Compliance ...........cccccceeeeeeninns 109-111
Schedule of Findings and Questioned COSES ........ccccuvvieiiiiiie e eiee e 112-114
Summary Schedule of Prior Audit Findings — Federal Awards............cccccovvveeiiieeniinenne 115

Exhibit A — Management's RESPONSE .........oooviiiiiiiiiii e 116



—ZEE O A DU MO




District School Board of Marion County

School Board Members and Superintendent
(Members and the Superintendent are elected for a four-year term)

Mrs. Carol Ely Mrs. Nancy Stacy Mr. Bobby L. James

Member, District | Member, District Il Chairman, District 111
November 2016 November 2016 November 2014

Ms. Angie Boynton Mr. Ronald B. Crawford
Vice Chair, District IV Member, District V
November 2014 November 2014

Mr. George D. Tomyn
Superintendent
November 2016



1 www.marion.k12.fl.us
Marlon County 512 SE Third Street » Ocala FL 34471-2212

Public Schools PO Box 670  Ocala FL 34478-0670
(352) 671-7700 » Fax (352) 671-7788
FRS (800) 955-8770 (voice) « (800) 955-8771 (TTY)

Where Every Child Can Learn

December 5, 2014

Members of the Board
Marion County School Board
512 SE 3" Street

Ocala, Florida 34471

Dear School Board Members and Citizens of Marion County,

State statute requires that all local governments publish after the close of each fiscal year, a complete
set of financial statements presented in conformity with accounting principles generally accepted in the
United States of America (GAAP), and audited in accordance with auditing standards generally
accepted in the United States of America. Pursuant to that requirement, we hereby issue the
comprehensive annual financial report (CAFR) of the Marion County District School Board (the District),
for the fiscal year ended June 30, 2014.

This report consists of management’'s representations concerning the finances of the District.
Responsibility for the administration and management of the schools and the administrative support
units of the District is vested in the Superintendent of Schools who serves as the Board Secretary and
Chief Executive Officer. Accordingly, responsibility for the accuracy of the data and the completeness
and fairness of presentation, including all disclosures, rests with the Superintendent and the designated
representatives of the Superintendent. To provide a reasonable basis for making these
representations, the Superintendent and/or his representatives have established a comprehensive
internal control framework that is designed both to protect the District’'s assets from loss, theft, or
misuse 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 District representatives, we assert that to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

The State of Florida Auditor General has audited the District’s financial statements. The goal of the
independent audit is to provide reasonable assurance that the basic financial statements of the District
for the fiscal year ended June 30, 2014, are free of material misstatement. The independent audit
involved examining, on a test basis, evidence supporting the amounts and disclosures in the basic
financial statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent auditor

George D. Tomyn Nancy Stacy Carol Ely Bobby L. James Angie Boynton Ronald B. Crawford
Superintendent District 1 District 2 District 3 District 4 District 5

— An Equal Opportunity School District & Drug-Free Workplace — @
Q-ZCBL’
SAVE-A-FRIEND Hotline 1-877-7FRIEND ere



concluded that there was a reasonable basis for rendering an unmodified opinion that the District's
basic financial statements for the fiscal year ended June 30, 2014, are fairly presented in conformity
with GAAP. The Auditor General'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 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 Single
Audit engagements 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. Information related to this Single Audit, including the schedule of
expenditures of Federal awards, the independent auditor’s reports on internal control over financial
reporting and on compliance and other matters, the independent auditor’s report on Federal program
compliance, the schedule of findings and questioned costs, and the summary schedule of prior audit
findings, is included in section 1V as additional elements of this report.

This report includes all funds of the District. District school officials are responsible for providing a full
range of educational programs to students in the District, thus these programs and support activities
meet the criteria for inclusion in the reporting entity. 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.

We trust the report provides sufficient information and insight to demonstrate a basis for confidence in
our leadership team and its ability to keep raising the level of educational excellence in our District.

Profile of the School District

The District and its governing board (the Board) were created pursuant to Section 4, Article 1X of the
Constitution of the State of Florida. The District is an independent taxing and reporting entity managed,
controlled, operated, administered and supervised by District school officials in accordance with
Chapter 1001, Florida Statutes. The Board consists of five (5) elected officials responsible for the
adoption of policies, which govern the operation of the District’'s public schools. The Superintendent is
responsible for the administration and management of the schools within the applicable parameters of
State laws, State Board of Education Rules, and School Board policies. The Superintendent is also
specifically delegated the responsibility of maintaining a uniform system of records and accounts for
the District by State Board of Education Rule 6A-1.001, Florida Administrative Code.

The geographic boundaries of the District are coterminous with those of Marion County. Management
of the District is independent of county and city governments.

The CAFR contains the audited financial statements for all operations over which the District is
financially accountable. Various potential component units were evaluated to determine whether they
should be considered as part of the District’s reporting entity. A component unit was considered to be
part of the District’s reporting entity when it was concluded that the District was financially accountable
for the entity or the nature and significance of the relationship between the District and the entity was
such that exclusion would cause the District’'s financial statements to be misleading. Based on
established criteria, it was determined that a leasing corporation is identified as a component unit
requiring blended presentation, and one direct support organization and three charter schools are
component units requiring discrete presentation in the basic financial statements. Charter schools are



funded by the State and Federal governments, and funds pass through the District for distribution to
each charter school. Charter schools also receive grants and donations that do not pass through the
school system. The notes to financial statements include a detailed discussion of the blended
component unit and the component units that are discretely presented in the basic financial statements.

I. BEING ACCOUNTABLE FOR WHAT WE DO

The District is legally responsible for providing a full range of educational programs in Marion County.
These include:
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Voluntary Pre-Kindergarten

Kindergarten through 12" grade

Basic, Regular, and Enrichment Programs

Exceptional Student Education

Career Technical Education

Adult Education

Specialized Instruction, in areas such as English Proficiency for Speakers of Other Languages
Alternative Education
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This report accounts for the source and expenditure of all funds involved in the implementation and
support of these programs.

II. COPING WITH CHANGE

Covering 1,663 square miles, Marion County is one of the largest counties in Florida and is in the midst
of significant demographic change as discussed below.

With 41,632 students, Marion County student enroliment increased by 43 students from the 2012-13
fiscal year to the 2013-2014 fiscal year. Enroliment has decreased by 1059 students since the
2007-08 fiscal year, which approximates the level of decline of students statewide. There is little
projected change for the 2014-15 fiscal year student enrollment.

Growth
In the past nine years, total population in the county has grown from 293,317 to 340,018, or 16 percent.
Most of this increase occurred from 2005 to 2008.

Diversity

The community has grown in population and in diversity. Newcomers from Latin America, India, and
the Caribbean seek job opportunities here while younger families are leaving Florida to seek better job
opportunities. These two factors combined have created a unique and diverse demographic for our
schools.

The demographics of our school district reflect our social, ethnic, racial, and economic diversity. For
example:

< Over 12.7 percent of our student population has a native language represented by one of
approximately 46 different languages. Many of these students maintain their home language and learn
English, making them bilingual and sometimes biliterate, which is our goal.

% Seventy-five percent qualify for free or reduced price lunches.



Economic Development

As the work force needs in the community change, the District seeks to work with the Ocala/Marion
County Chamber and Economic Partnership and other local organizations to help ensure our students
are prepared to continue on to post-secondary education, the military, or to join our local work force.

Public-private partnerships, such as the Marion Technical Institute task force, are shaping strategies
to help ensure students are prepared for highly skilled jobs available in Marion County.

The District has become an integral part of these efforts. Preparing students for productive
employment, which is part of our mission, is crucial to successful economic development.

The District is caught in a fiscal debate over how to accommodate the class size reduction amendment
coupled with rising academic expectations. The long-term financial plan for obtaining these resources
is discussed in the next section.

Ill. MOVING TO THE NEXT LEVEL

As we build on the progress we have made, a strong leadership team will guide us. We have narrowed
our focus to our core objective, which is to prepare children to succeed in the future. We have also
initiated a strategy for accelerating the pace of improvement. For example:

« The District's comprehensive program for student progression uses assessment data, including
universal screening and ongoing progress monitoring, to evaluate the effectiveness of instruction,
identify students needing more intensive instructional support, and monitor each student’s response to
implemented interventions. Students who do not meet grade level expectations receive increasingly
intense interventions services. The areas of academic need and intervention strategies are defined
through a problem-solving/Multi-Tier System of Supports (MTSS) process. Multiple tiers of increasingly
intense instructional/intervention services are implemented to support student academic proficiency.
Students are matched to strategic and intensive interventions based on data from multiple assessment
sources. Student progression decisions consider the effectiveness of core instruction and the student’s
response to evidence-based interventions. We believe that every child should be college and career
ready and can achieve at high levels given the proper time and resources, and we plan for all our
schools to achieve “A” or “B” School Recognition Grades by 2016.

+ Student performance is paramount to any educational system. Success early in school in critical
areas of reading, writing and mathematics is emphasized to promote success in higher grade levels.
Lowering class size in kindergarten through third grades is just one way to accomplish this. Reducing
the dropout rate begins in these early grades, when children learn the critical skills for learning.
Identifying and targeting these challenging areas will keep students interested in learning and achieving
at high levels, with the primary goal to see more students stay in school through graduation.

% Our current K-12 Reading Plan is focusing on the implementation of curriculum and instruction
practices aimed at accelerating student growth. Marion County Public Schools leverages nationally
normed Curriculum Based Measures to monitor student progress through the MTSS in Reading.
Ongoing staff development and support is provided by reading coaches. Through the reading initiative,
schools monitor reading intervention data to determine if the gap is closing on reading deficiencies.
We continue to work to identify those strategies that will be effective with the most at risk students. Our
local community continues to support literacy by providing reading activities and materials targeting
classrooms and/or grade levels.

< The District has 42 National Board Certified Teachers in classrooms and another 10 who are
currently working in other District positions giving a total of 52.
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« District wide, 17 percent of all elementary and middle schools earned a grade of “A” or “B”. Of the
41 elementary and middle schools that received grades last year (there was 1 new school in 2014), 21
improved or maintained their letter grades, while 20 others dropped one letter grade. Elementary
schools continue to show the strongest number of “A” and “B” grades.

The District posted increased learning gains in Reading, particularly the learning gains for the lowest
guartile of students in both Reading and Mathematics. However, the overall percentages of students
scoring at satisfactory levels in Reading, Mathematics, Writing, and Science declined slightly.

See the four year comparison below:

Marion County Performance Grade (Elementary & Middle) Distribution

2014 2013 2012 2011
Performance Grade A 4 4 12 20
Performance Grade B 3 9 14 10
Performance Grade C 16 15 14 9
Performance Grade D 16 13 0 0
Performance Grade F 3 0 0 0

High school grades are pending and will not be released until this fall when data is available for high
school specific components.

+« Increased scoring standards FCAT 2.0 Writing continue to have an effect on the percent of students
scoring at satisfactory levels. Our fourth grade students scoring 3.5 and above decreased from 46
percentin 2013 to 35 percent in 2014, although eighth grade students scoring 3.5 and above increased
from 37 percentin 2013 percent to 40 percentin 2014. Our high school students scoring 3.5 and above
decreased from 55 percent in 2013 to 51 percent in 2014.

« Marion County students’ scores dropped slightly from the prior year on Mathematics, with
51 percent of students scoring at Level 3 or above in 2014 compared with 52 percent last year. On
FCAT Reading, 51 percent of Marion County students achieved a score of Level 3 or above in 2014,
down from 53 percent last year.

« Marion County FCAT Science scores for elementary students scoring at Level 3 and above
decreased by 3 percent from 2013, and students scoring at Level 3 and above in middle school
decreased 1 percent from 2013. There was no FCAT 2.0 Science assessment in high school this year
as a result of the Biology End of Course (EOC) implementation.

« The Ocala/Marion County Chamber and Economic Partnership works closely with the District to
develop a strong Business Partner Program for all schools through the Public Education Foundation.
Partners assist schools financially and strategically to enhance student achievement.

With a clear mission, strong leadership, qualified workforce, and a growing sense of partnership with
business, parents, and the community at large, we are poised for higher achievement.
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Immediate Challenges

Resources to local schools come in many forms including personnel and facilities. To fund both of
these is the immediate challenge of the District. Personnel at the school level, including teachers and
all support staff, have been reduced due to budget constraints. Likewise, care and maintenance of
facilities have been reduced to minimal levels. It is imperative that the District explore avenues to
supplement funds received from the State so that all areas of the system can produce as expected.

Financial Information

Long-Term Financial Planning

Long-term financial planning needs are addressed in a Five-Year District Facilities Work Plan
encompassing all construction, maintenance, and facility renovation. The Facilities Work Plan is
updated every year. Funding is provided primarily from the local capital outlay millage levy. The
Facilities Department managed a total budget of approximately $49 million during the 2013-14 fiscal
year.

Financial Information

A detailed explanation of the financial position and operating results of the District is provided in the
CAFR. Presented below is a brief description of financial information, management of financial
resources and obligations, and control techniques applicable to financial resources, obligations, and
information.

The accounting policies of the District conform to GAAP applicable to governmental units. The
statements and schedules included in the financial section of this report demonstrate the District’s
continued commitment to sound financial management.

Budgetary Controls

The District maintains budgetary controls to ensure compliance with legal provisions embodied in the
annual appropriations budget approved by the Board. Activities of the General Fund, Special Revenue
Funds, Debt Service Funds, and Capital Projects Funds are included in the annual appropriations
budget. Although a Five-Year District Facilities Work Plan is adopted for the capital projects funds, the
funding for the projects is contingent upon the annual budget adoption. The budgetary process is
discussed under the Budgetary Compliance and Accountability section of the Notes to Required
Supplementary Information.

Retirement Program
The District participates in the Florida Retirement System, which is administered by the State.
Note III.E. to financial statements describes the District’'s retirement program in greater detail.

Audit

State statutes require an audit by the State of Florida Auditor General every three years. Annual audits
by other independent certified public accountants are performed in the intervening years. The auditor’s
report is included at the beginning of the financial section in this CAFR.

Awards and Acknowledgements

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the School District of Marion County,
Florida, for its CAFR for fiscal year ended June 30, 2013. This is the fourteenth consecutive year that
the District has achieved this prestigious award. In order to be awarded a Certificate of Achievement,
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a government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must satisfy both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to
the GFOA to determine its eligibility for another certificate.

Acknowledgments

The preparation of the CAFR could not have been accomplished without the loyal and dedicated
assistance of the entire staff of the Finance Department, as well as, the entire District administrative
staff who provided assistance throughout the preparation of this report.

We would like to thank the School Board Members for their interest and support in establishing
responsible and progressive financial policies for the District. The citizens of Marion County are also
to be commended for their continued support of the public schools.

As this fiscal year ends, and we look back at the events that have affected us as a District and as a
community, our commitment to quality education is as strong as ever.

Respectfy‘lly submitted,

George D. Tomyn, Superintendent of Schools
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Theresa Boston-Ellis, Executive Director of Business Services

Alice A. Posada, Director of Finance
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FINANCIAL SECTION

This section contains the following subsections:

Independent Auditor’'s Report
Management’s Discussion and Analysis
Basic Financial Statements

Notes to Financial Statements
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Notes to Required Supplementary Information
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
DAvID W. MARTIN, CPA 111 West Madison Street PHONE: 850-412-2722

AUDITOR GENERAL Tallahassee, Florida 32399-1450 Fax: 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the

Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the Marion County
District School Board, as of and for the fiscal year ended June 30, 2014, and the related notes to the financial

statements, which collectively comprise the District’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements

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

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

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the school internal funds, which represent 22 percent of the assets and 29 percent of the
liabilities of the aggregate remaining fund information. In addition, we did not audit the financial statements of the
aggregate discretely presented component units, as described in note I to the financial statements, which represent 100
percent of the transactions and account balances of the aggregate discretely presented component units’ columns.
Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and our
opinions, insofar as they relate to the amounts included for the school internal funds and the aggregate discretely

presented component units, are based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
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.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant

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

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

opinions.
Opinions

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

accepted in the United States of America.
Emphasis of Matter

As discussed in note II to the financial statements, the District adopted new accounting guidance Governmental
Accounting Standards Board Statement No. 65, Ifems Previously Reported as Assets and Liabilities, which affects the
comparability of amounts reported for the 2013-14 fiscal year with amounts reported for the 2012-13 fiscal year. Our

opinion is not modified with respect to this matter.
Other Matters

Reguired Supplementary Information

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

provide any assurance.



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 Circular A-133, Audits of States, Local Governments, and Non-Profit

Onrganizations, 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 prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual 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 District’s
internal control over financial reporting and on our tests of its compliance with certain provisions of laws, rules,
regulations, contracts, and grant agreements and other matters included under the heading INDEPENDENT
AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing

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

Respectfully submitted,

SO ) A

David W. Martin, CPA
Tallahassee, Florida
December 5, 2014

Audit Report No. 2015-059



MANAGEMENT’S DISCUSSION AND ANALYSIS

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

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

e Total Net Position is $421,357,027, which represents a 0.04 percent decrease from
the 2012-13 fiscal year.

e General revenues total $337,684,084, or 91.24 percent of all revenues. Program
specific revenues in the form of charges for services, operating grants and
contributions, and capital grants and contributions total $32,438,667 or 8.76 percent
of all revenues.

e Expenses total $368,355,105; only $32,438,667 of these expenses were offset by
program revenues, with the remainder paid from general revenues. Total revenues
exceed total expenses by $1,767,646.

e The total combined assigned and unassigned fund balance of the General Fund,
representing the net fund balance that is spendable and not restricted, totals
$19,016,750 at June 30, 2014, or 6.52 percent of total General Fund revenues. The
unassigned fund balance totals $11,469,003 which represents 3.93 percent of total
General Fund revenues.

e The District's capital assets (net of depreciation) decreased by $9,580,146 as
depreciation expense exceeded capital asset additions in the current year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The basic financial statements consist of three components:
Government-wide financial statements
Fund financial statements

Notes to financial statements

Government-wide Financial Statements

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

The government-wide statements present the District’s activities in two categories:

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

Component units—The District presents four separate legal entities in this report
including the Marion Charter School, Inc.; the Mcintosh Area School, Incorporated;
the Francis Marion Military Academy, Inc.; and the Public Education Foundation of
Marion County, Inc. Although these entities do not meet the specific financial
accountability criteria, they are included in this report as component units based on
the nature and significance of their relationship with the District to prevent the
District’s financial statements from being misleading. Financial information for these
component units are reported separately from the financial information presented for
the primary government.

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

Fund Financial Statements

Fund financial statements are one of the components of the basic financial statements. A fund is
a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The District uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements and prudent fiscal management.
Certain funds are established by law while others are created by legal agreements, such as bond
covenants. Fund financial statements provide more detailed information about the District's
financial activities, focusing on its most significant or “major” funds rather than fund types. This
is in contrast to the entity-wide perspective contained in the government-wide statements. All of
the District’s funds may be classified within one of three broad categories as discussed below.

Governmental Funds—Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, the governmental funds utilize the current financial resources measurement focus
rather than the economic resources measurement focus found in the government-wide financial
statements. The current 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.

The governmental fund statements provide a detailed short-term view that may be used to
evaluate the District's near-term financing requirements. This short-term view is useful when
compared to the long-term view presented as governmental activities in the government-wide
financial statements. To facilitate this comparison, both the governmental funds balance sheet
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and the governmental funds statement of revenues, expenditures, and changes in fund balances
provide a reconciliation of governmental funds to governmental activities.

The governmental funds balance sheet and statement of revenues, expenditures, and changes
in fund balances provide detailed information about the District's most significant funds. The
District's major funds are the General Fund, Special Revenue — Food Service Fund, Special
Revenue — Federal Economic Stimulus Fund, Capital Projects — Local Capital Improvement Fund,
and Capital Projects — Other Capital Projects Fund. Data from the other five governmental funds
are considered nonmajor and are combined into a single, aggregated presentation. Individual
fund data for each of these nonmajor governmental funds is provided in the form of combining
statements and are presented as supplementary information.

Proprietary Fund—Proprietary funds may be established to account for activities in which a fee
is charged for services. The District maintains an internal service fund to report activities that
provide services to support the District’s other programs and functions through user charges. The
District uses the internal service fund to account for the cost of the District’s self-insurance
program. Since these services predominantly benefit governmental functions, the internal service
fund has been included within governmental activities in the government-wide financial
statements.

Proprietary fund financial statements provide the same types of information as the government-
wide financial statements, only in more detail. The internal service fund is presented in a single
column in the proprietary fund financial statements.

Fiduciary Funds—Fiduciary funds are used to report assets held in a trustee or fiduciary capacity
for the benefit of external parties, such as student activity funds and the Silver River Museum.
Fiduciary funds are not reflected in the government-wide statements because the resources are
not available to support the District's own programs. In its fiduciary capacity, the District is
responsible for ensuring that the assets reported in these funds are used only for their intended
purposes. The District uses Agency Funds to account for resources held for student activities
and groups and a Private-Purpose Trust Fund to account for private funds held for the Silver River
Museum.

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

Required Supplementary Information

The District adopts an annual budget for its governmental funds. A budgetary comparison
schedule has been provided for the General Fund and the major Special Revenue Funds to
demonstrate compliance with the budget. Additional required supplementary information is
presented relating to the funding progress for other postemployment benefits.

Notes to Required Supplementary Information
The notes provide additional information that is essential for a full understanding of the data
provided in the required supplementary information.

Other Supplementary Information

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of a government'’s financial health. The
following is a summary of the District’s net position as of June 30, 2014, compared to net position
as of June 30, 2013;

Net Position, End of Year

Governmental Activities
6-30-14 6-30-13

Current Assets $ 86,632,214 $ 82,201,162

Other Assets 535,836 1,927,260
Capital Assets, Net of Depreciation 543,517,122 553,097,268
Total Assets 630,685,172 637,225,690
Deferred Outflow of Resources 1,682,696 -
Current Liabilities 14,492,285 15,235,674
Noncurrent Liabilities 196,518,556 200,473,375
Total Liabilities 211,010,841 215,709,049
Net Position:

Net Investment in Capital Assets 421,531,025 424,639,560
Restricted 38,543,429 39,563,126

Unrestricted (Deficit) (38,717,427) (42,686,045)

$ 421,357,027 $ 421,516,641

Total Net Position

The largest portion of the District’s net position reflects its investment in capital assets (e.qg., land;
buildings and fixed equipment; furniture, fixtures, and equipment), less any related debt still
outstanding net of unspent debt proceeds. The District uses these capital assets to provide
services to students; consequently, these assets are not available for future spending. Although
the investment in capital assets is reported net of related debt, the resources used to repay the
debt must be provided from other sources, since the capital assets cannot be used to liquidate
these liabilities.

The restricted portion of the District’s net position represents resources that are subject to external
restrictions on how they may be used. The unrestricted net position of $23,942,955 (after
exclusion of $31,328,099 in compensated absences payable and $31,332,283 in other
postemployment benefits payable) may be used to meet the government’s ongoing obligations to
students, employees, and creditors.

The key elements of the changes in the District's net position for the fiscal years ended
June 30, 2014, and June 30, 2013, are as follows:

o The decrease in capital assets is due primarily to depreciation expense exceeding capital
outlay in the current year.

e The decrease in long-term liabilities is due to normal retirement of debt during the year.
Additionally, the District took advantage of market conditions and refunded bonds and
certificates of participation as disclosed more fully in Note I1ll.K.3. to the financial
statements.



Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:

Property Taxes Levied for Operational Purposes
Property Taxes Levied for Capital Projects

Grants and Contributions Not Restricted
to Specific Programs
Unrestricted Investment Earnings
Miscellaneous
Total Revenues

Functions/Program Expenses:
Instruction
Student Personnel Services
Instructional Media Services
Instruction and Curriculum Development
Instructional Staff Training Services
Instruction Related Technology
Board of Education
General Administration
School Administration
Facility Services
Fiscal Services
Food Services
Central Services
Student Transportation Services
Operation of Plant
Maintenance of Plant
Administrative Technology Services
Community Services
Unallocated Interest on Long-Term Debt
Unallocated Depreciation Expense (a)
Loss on Disposal of Capital Assets
Total Functions/Program Expenses

Increase (Decrease) in Net Position
Net Position - Beginning

Adjustment to Restate Beginning Net Position (see Note II)

Net Position - Beginning - Restated
Net Position - Ending

Governmental activities increased the District’s net position by $1,767,646 during the 2013-14
fiscal year, detailed as follows:

Operating Results for the Fiscal Year Ended

Governmental Activities

6-30-14 6-30-13
$ 9,801,978 11,182,656
20,831,097 19,095,554
1,805,592 1,723,381
86,908,625 91,929,027
22,325,029 22,351,178
222,724,894 204,350,332
322,748 984,783
5,402,788 6,463,438
370,122,751 358,080,349
204,444,783 193,104,354
23,289,985 22,318,281
3,729,590 4,085,164
5,645,058 6,273,460
7,194,947 7,165,977
2,229,226 2,089,873
634,052 610,546
2,316,446 2,357,108
17,249,608 17,063,273
3,848,722 4,411,906
2,464,671 2,528,497
23,066,934 22,368,022
3,987,410 3,819,998
21,274,194 18,604,907
23,861,211 22,464,976
8,846,764 8,577,801
4,157,489 4,868,187
4,416,678 3,759,890
5,679,051 5,965,804

: 12,649,334

18,286 246,664
368,355,105 365,334,022
1,767,646 (7,253,673)
421,516,641 424,706,513
(1,927,260) 4,063,801
419,589,381 428,770,314
$ 421,357,027 421,516,641

(a) Prior to the 2013-14 fiscal year, a significant amount of depreciation expense was unallocated. As a result of
software enhancements the Disrict began allocating the depreciation expense to the various functions based on

the functional activity during the 2013-14 fiscal year.



Key elements of the change in net position are as follows:

e Property tax revenue declined significantly from the previous year and is attributable to
the reduction in property values experienced locally as well as a reduction in the millage
rate for the required local effort.

e Grants and contributions not restricted to specific programs increased for the 2013-14
fiscal year by approximately $18 million due primarily to an increase in State FEFP funding
that was attributable to an increase in the base student allocation totaling $7.8 million and
teacher salary allocation of $7 million.

e Instructional expense increased by $11,340,429, primarily due to the allocation of
$13,096,503 depreciation expense in the current year. In the previous fiscal year, the
majority of depreciation was unallocated.

Major Governmental Funds

General Fund: This fund is the chief operating fund of the District. At the end of the current fiscal
year, unassigned fund balance is $11,469,003 while the total fund balance is $26,083,540. The
total fund balance increased by $9,572,328 during the 2013-14 fiscal year. The increase in fund
balance is primarily due to an increase of approximately $20 million in State FEFP revenue. The
fund balance remains above the level set by Board policy which is 3 percent of General Fund
revenues.

Special Revenue — Food Service Fund: This fund which accounts for all food service activities,
had revenues and expenditures of $24,073,189 and $24,339,287, respectively, and ended the
fiscal year with a fund balance of $11,318,346. It should be noted that $1,067,749 of inventories
represents the nonspendable fund balance, while the remaining $10,250,597 fund balance is
restricted for food service operations.

Special Revenue — Federal Economic Stimulus Fund: This fund has total revenues and
expenditures of $1,287,975 each under the Race-to-the-Top program. Expenditures were
primarily for salaries and benefits. Because revenues in this fund are recognized to the extent
expenditures are incurred, this fund generally does not accumulate a fund balance.

Capital Projects - Local Capital Improvement Fund: This fund has a total fund balance of
$8,491,904 which is restricted for the acquisition, construction, and maintenance of capital assets.
Expenditures and other financing sources were for remodeling and renovation, and for transfers
for debt service and insurance premium payments and maintenance of District educational
facilities.

Capital Projects - Other Capital Projects Fund: This fund has a total fund balance of $12,822,989.
The fund balance decreased by $4,460,499 due to the District’s continuing use of the impact fee,
sales tax, and certificates of participation proceeds received in previous fiscal years for purposes
of constructing new schools and renovating existing schools.

Proprietary Fund

Unrestricted net position of the Internal Service Fund totaled $2,282,091 at June 30, 2014, a
decrease of $1,309,115 from the previous fiscal year. Total operating expenses were $5,971,995
comprised of salaries, employee benefits, purchased services, and insurance claims.



GENERAL FUND BUDGETARY HIGHLIGHTS

During the course of the 2013-14 fiscal year, the District amended its General Fund budget
several times due primarily to changes in estimated local and Federal through State funding levels
and made corresponding adjustments to planned expenditures to ensure maintenance of an
adequate fund balance.

The District made several management decisions to curtail spending, which resulted in actual
expenditures being approximately $11.9 million less than original budget amounts.

CAPITAL ASSETS AND LONG-TERM DEBT

Capital Assets
The District’'s investment in capital assets for its governmental activities as of June 30, 2014,

amounts to $543,517,122 (net of accumulated depreciation). This investment in capital assets
includes land; construction in progress; improvements other than buildings; buildings and fixed
equipment; furniture, fixtures, and equipment; motor vehicles; and audio visual materials and
computer software.

Major capital asset events during the current fiscal year included the following:

e The new Legacy Elementary School was completed at a cost of approximately
$16 million.

e Disposal of portable buildings, equipment, and vehicles totaled $970,045.
e Depreciation expense totaled $18,141,623.

Additional information on the District’s capital assets can be found in Note III.D. to the financial
statements.

Long-Term Debt
At June 30, 2014, the District has $122,237,675 total capital asset-related debt outstanding. This

amount is comprised of $115,075,000 of certificates of participation payable, $6,966,500 of bonds
payable, and $1,878,871 unamortized premiums, less $1,682,696 for deferred amounts on
refunding.

In June 2014, Moody's Investors Service (Moody’s) downgraded the District’s certificates of
participation rating to A2 from Al. The certificates are secured by annually appropriated lease
payments from the School Board (lessee) to the School Board Leasing Corporation (lessor), and
are effectively paid from a portion of the District's 1.50 capital outlay millage. Concurrently,
Moody’s also downgraded the District's issuer rating to A1 from Aa3.

Series 2001A Revenue Bonds were refunded by placing the proceeds of the new Refunding
Revenue Bonds, Series 2013, in an irrevocable trust to provide for future debt service payments.
Accordingly, the trust account assets and the liability for the in-substance defeased Series 2001A
Revenue Bonds are not included in the District’s financial statements. As a result, Series 2001A
Revenue Bonds totaling $2,665,000 are considered defeased in substance. Additional
information can be found in Note IlI.K.3. to the financial statements.

Certificates of Participation, Series 2005B, were refunded by placing the proceeds of the new
Certificates of Participation, Series 2014, in an irrevocable trust to provide for future debt service
payments. Accordingly, the trust account assets and the liability for the in-substance defeased
Certificates of Participation, Series 2005B, are not included in the District’s financial statements.
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As a result, Certificates of Participation, Series 2005B, totaling $35,335,000 are considered
defeased in substance. Additional information can be found in Note 1ll.K.3. to the financial
statements.

The Florida Department of Education issued State Board of Education (SBE), Capital Outlay
Bonds, Series 2014A, in part, to advance refund SBE Capital Outlay Bonds, Series 2005A. The
District’'s portion of these bonds total $990,000. The 2014A SBE bonds are considered an
economic defeasance rather than a legal defeasance and therefore have not been removed from
the financial statements. Additional information can be found in Note Ill.K.3. to the financial
statements.

Other items classified as long-term liabilities, in the government-wide financial statements, include
the compensated absences liability totaling $31,328,099, other postemployment benefits payable
in the amount of $31,332,283, and estimated insurance claims payable totaling $9,937,803.

Additional information on the District’'s long-term liabilities can be found in Note Ill.LK. to the
financial statements.

OTHER MATTERS OF SIGNIFICANCE

As a part of the State-wide educational funding formula, the District is given operational revenues
through State appropriations. The District then aligns expenses to fall within those parameters.

Capital revenues are levied up to capacity based on the needs identified in the District Facilities
Work Program to adequately house growth in the student population.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Marion County District
School Board’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Executive Director of
Business Services, School District of Marion County, Florida, 512 SE 3 Street, Ocala, FL 34471.
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MARION COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF NET POSITION

JUNE 30, 2014

Assets

Current Assets:
Cash and Cash Equivalents
Cash with Fiscal Agent
Investments
Accounts Receivable
Deposits Receivable
Due from Other Agencies
Inventories
Prepaid Items

Total Current Assets

Noncurrent Assets:
Investments
Assets Held by Others
Capital Assets:
Capital Assets Not Being Depreciated
Capital Assets Being Depreciated, Net
Total Noncurrent Assets

Total Assets

Deferred Outflows of Resources
Deferred Amount on Refunding
Liabilities
Current Liabilities:
Salaries and Benefits Payable
Payroll Deductions and Withholdings Payable
Accounts Payable
Construction Contracts Payable
Construction Contracts Payable - Retainage
Accrued Interest Payable
Deposits Payable
Due to Other Agencies
Unearned Revenue
Notes Payable
Total Current Liabilities

Noncurrent Liabilities:
Long-term Liabilities:
Portion Due Within One Year
Portion Due After One Year
Total Noncurrent Liabilities

Total Liabilities

Net Position
Net Investment in Capital Assets
Restricted for:
State Required Carryover Programs
Food Service
Debt Service
Capital Projects
Permanent Endowments:
Expendable
Nonexpendable
Other Purposes
Unrestricted (Deficit)
Total Net Position

Primary
Government
Governmental Component
Activities Units
$ 57,043,096 736,501
1,037,090 -
19,037,111 47,097
177,979 95,640
140,000 12,658
5,645,625 -
2,994,953 154,756
556,360 9,017
86,632,214 1,055,669
535,836 556,382

- 2,305,455

15,038,052 729,043
528,479,070 949,674
544,052,958 4,540,554
630,685,172 5,596,223

1,682,696 -
3,982,741 56,384
2,521,962 -
4,899,457 62,406
37,088 -
155,830 -
447,230 34,635
5,197 1,651
2,259,857 -
182,923 -

- 59,341
14,492,285 214,417
17,812,681 90,002

178,705,875 602,787
196,518,556 692,789
211,010,841 907,206
421,531,025 1,017,928
4,422,676 -
11,318,346 -
1,116,930 -

21,685,477 -

- 2,610,228

- 159,360

- 7,855

(38,717,427) 893,646
$ 421,357,027 4,689,017

The accompanying notes to financial statements are an integral part of this statement.
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MARION COUNTY DISTRICT SCHOOL BOARD

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government
Governmental Activities:

Instruction $ 204,444,783 $ 6,448,549 % - $ -
Student Personnel Services 23,289,985 - - -
Instructional Media Services 3,729,590 - - -
Instruction and Curriculum Development 5,645,058 - - -
Instructional Staff Training Services 7,194,947 - - -
Instruction Related Technology 2,229,226 - - -
Board of Education 634,052 - - -
General Administration 2,316,446 - - -
School Administration 17,249,608 - - -

Facility Services 3,848,722 - - 539,517
Fiscal Services 2,464,671 - - -
Food Services 23,066,934 3,226,221 20,831,097 -
Central Services 3,987,410 - - -
Student Transportation Services 21,274,194 127,208 - -
Operation of Plant 23,861,211 - - -
Maintenance of Plant 8,846,764 - - -
Administrative Technology Services 4,157,489 - - -
Community Services 4,416,678 - - -

Unallocated Interest on Long-term Debt 5,679,051 - - 1,266,075
Loss on Disposal of Capital Assets 18,286 - - -

Total Primary Government
Component Units
Charter Schools/Foundation

$ 368,355,105 _$ 9,801,978 _$ 20,831,097 _$ 1,805,592

$ 3626521 _$ 77324 _$ 1014817 _$ 204,296

General Revenues

Taxes:
Property Taxes, Levied for Operational Purposes
Property Taxes, Levied for Capital Projects

Grants and Contributions Not Restricted to Specific Programs

Unrestricted Investment Earnings

Miscellaneous

Total General Revenues

Change in Net Position

Net Position - Beginning

Adjustment to Restate Beginning Net Position

Net Position - Beginning, As Restated

Net Position - Ending

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

Primary Government

Governmental Component
Activities Units

$ (197,996,234) $ ;
(23,289,985) -
(3,729,590) -
(5,645,058) -
(7,194,947) -
(2,229,226) -
(634,052) -
(2,316,446) -
(17,249,608) -
(3,309,205) -
(2,464,671) -
990,384 -
(3,987,410) -
(21,146,986) -
(23,861,211) -
(8,846,764) -
(4,157,489) -
(4,416,678) -
(4,412,976) -
(18,286) -

(335,916,438) -

- (2,330,084)
86,908,625 -
22,325,029 -

222,724,894 2,635,776
322,748 74,369
5,402,788 -
337,684,084 2,710,145
1,767,646 380,061
421,516,641 4,308,956
(1,927,260) -
419,589,381 4,308,956

$ 421,357,027 % 4,689,017




MARION COUNTY DISTRICT SCHOOL BOARD
BALANCE SHEET - GOVERNMENTAL FUNDS

Assets
Cash
Cash with Fiscal Agent
Investments
Accounts Receivable
Due from Other Agencies
Due from Other Funds
Inventories
Prepaid Items

Total Assets

Liabilities and Fund Balances

Liabilities
Salaries and Benefits Payable
Payroll Deductions and Withholdings Payable
Accounts Payable
Construction Contracts Payable
Construction Contracts Payable - Retainage
Accrued Interest Payable
Deposits Payable
Due to Other Agencies
Due to Other Funds
Unearned Revenue
Total Liabilities

Fund Balances
Nonspendable:
Inventories
Prepaid Items
Fund B Investments
Total Nonspendable Fund Balance
Restricted for:
State Required Carryover Programs
Debt Service
Capital Projects
Food Service Operations
Total Restricted Fund Balance
Assigned for:
Budget Shortfall 2014-15 Fiscal Year
Purchase Commitments
Total Assigned Fund Balance
Unassigned Fund Balance
Total Fund Balances

Total Liabilities and Fund Balances

JUNE 30, 2014

Special Revenue -

Special Revenue - Federal
General Food Service Economic
Fund Fund Stimulus Fund
$ 31,420,286 $ 7,734,859 3 -
736,267 2,698,011 -
154,615 7,423 -
4,103,976 148,365 159,436
119,054 - -
1,927,204 1,067,749 -
537,687 - -
$ 38,999,089 $ 11,656,407 $ 159,436
$ 3,845,046 $ 35,478 $ 18,028
2,452,599 11,331 4,142
4,299,223 260,089 14,647
28,849 7,742 -
5,197 - -
2,101,940 23,421 3,565
- - 119,054
182,695 - -
12,915,549 338,061 159,436
1,927,204 1,067,749 -
537,687 - -
179,223 - -
2,644,114 1,067,749 -
4,422,676
- 10,250,597 -
4,422,676 10,250,597 -
6,464,579 - R
1,083,168 - -
7,547,747 - i
11,469,003 - -
26,083,540 11,318,346 -
$ 38,999,089 $ 11,656,407 $ 159,436

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

15



Capital Projects -

Local Capital Capital Projects - Other Total
Improvement Other Capital Governmental Governmental
Fund Projects Fund Funds Funds
5,266,756 7,012,310 $ 1,123,398 52,557,609
- - 1,037,090 1,037,090
2,495,759 5,903,927 90,970 11,924,934
- - - 162,038
971,256 - 262,592 5,645,625
- - - 119,054
- - - 2,994,953
- - 15,303 552,990
8,733,771 12,916,237 $ 2,529,353 74,994,293
- - $ 81,404 3,979,956
- - 53,890 2,521,962
169,887 8,901 77,302 4,830,049
- 37,088 - 37,088
71,980 47,259 - 155,830
- - 10,454 10,454
- - - 5,197
- - 130,207 2,259,133
- - - 119,054
- - 228 182,923
241,867 93,248 353,485 14,101,646
- - - 2,994,953
- - 15,303 552,990
- 356,613 - 535,836
- 356,613 15,303 4,083,779
- - - 4,422,676
- - 1,553,706 1,553,706
8,491,904 12,466,376 622,162 21,580,442
- - - 10,250,597
8,491,904 12,466,376 2,175,868 37,807,421
- - - 6,464,579
- - - 1,083,168
- - - 7,547,747
- - (15,303) 11,453,700
8,491,904 12,822,989 2,175,868 60,892,647
8,733,771 12,916,237  $ 2,529,353 74,994,293
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MARION COUNTY DISTRICT SCHOOL BOARD
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2014

Total Fund Balances - Governmental Funds $ 60,892,647

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. 543,517,122

The internal service fund is used by management to charge the costs of
certain activities, such as insurance, to individual funds. The assets and
liabilities of the internal service fund are included in governmental
activities in the statement of net position. 2,282,091

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 and unamortized amounts at year-end consist of:

Certificates of Participation Payable $ 115,075,000
Bonds Payable 6,966,500
Unamortized Premiums 1,878,871
Deferred Amount on Refunding (1,682,696)
Compensated Absences Payable 31,328,099
Other Postemployment Benefits Payable 31,332,283

(184,898,057)
Accrued interest on long-term debt is not due and payable in the current
period and, therefore, is not reported as a liability in the governmental
funds. (436,776)

Net Position - Governmental Activities $ 421,357,027

The accompanying notes to financial statements are an integral part of this statement.
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MARION COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Revenues
Intergovernmental:
Federal Direct
Federal Through State and Local
State
Local:
Property Taxes
Charges for Services - Food Service
Other
Total Revenues

Expenditures

Current - Education:
Instruction
Student Personnel Services
Instructional Media Services
Instruction and Curriculum Development
Instructional Staff Training Services
Instruction Related Technology
Board of Education
General Administration
School Administration
Facility Services
Fiscal Services
Food Services
Central Services
Student Transportation Services
Operation of Plant
Maintenance of Plant
Administrative Technology Services
Community Services

Capital Outlay:
Facilities Acquisition and Construction
Other Capital Outlay

Debt Service:
Retirement of Principal
Interest and Fiscal Charges

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures
Other Financing Sources (Uses)
Insurance Loss Recoveries
Issuance of Refunding Debt
Premium on Refunding Debt
Payments to Refunded Debt Escrow Agent
Transfers In
Transfers Out

Total Other Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances - Beginning

Fund Balances - Ending

Special Revenue -

Special Revenue - Federal
General Food Service Economic
Fund Fund Stimulus Fund
$ 477,767 $ - $ -
2,832,563 20,428,483 1,287,975
189,639,900 358,797 -
86,908,625 - -

- 3,226,221 -
12,013,624 59,688 -
291,872,479 24,073,189 1,287,975
174,464,389 - 155,075
18,899,755 - -
3,641,443 - -
3,215,687 - 369,325
1,676,632 - 634,437
1,799,315 - 103,438
627,489 - -
1,186,052 - 1,292
16,923,279 - 12,308
1,035,753 - -
2,423,416 - -

- 22,381,865 -
3,919,053 - -
19,278,456 - -
23,531,438 - -
8,684,861 - -
3,961,669 - 10,000
3,109,071 - -
220,360 451,012 -
761,312 1,506,410 2,100
130,736 - -
289,490,166 24,339,287 1,287,975
2,382,313 (266,098) -
108,571 - -
7,098,108 16,664 -
(16,664) - -
7,190,015 16,664 -
9,572,328 (249,434) -
16,511,212 11,567,780 -
$ 26,083,540 $ 11,318,346 $ -

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

Local Capital Capital Projects - Other Total
Improvement Other Capital Governmental Governmental

Fund Projects Fund Funds Funds
$ - $ - $ 1,464,594 $ 1,942,361
- - 26,662,459 51,211,480
- - 2,099,476 192,098,173
22,325,029 - - 109,233,654
- - - 3,226,221
24,401 129,590 36,769 12,264,072
22,349,430 129,590 30,263,298 369,975,961
- - 14,365,839 188,985,303
- - 4,115,151 23,014,906
- - - 3,641,443
- - 1,985,320 5,570,332
- - 4,824,751 7,135,820
- - 238,404 2,141,157
- - - 627,489
- - 1,103,676 2,291,020
- - - 16,935,587
549,879 1,012,199 - 2,597,831
- - - 2,423,416
- - - 22,381,865
- - - 3,919,053
- - 248,521 19,526,977
- - - 23,531,438
- - - 8,684,861
- - - 3,971,669
- - 1,275,087 4,384,158
1,706,769 2,176,357 - 4,554,498
- 110,521 102,802 2,483,145
- - 10,479,000 10,479,000
- - 5,651,459 5,782,195
2,256,648 3,299,077 44,390,010 365,063,163
20,092,782 (3,169,487) (14,126,712) 4,912,798
- - - 108,571
- - 41,000,500 41,000,500
- - 137,879 137,879
- - (39,919,642) (39,919,642)
- - 14,488,928 21,603,700
(20,091,727) (1,291,012) (204,297) (21,603,700)
(20,091,727) (1,291,012) 15,503,368 1,327,308
1,055 (4,460,499) 1,376,656 6,240,106
8,490,849 17,283,488 799,212 54,652,541
$ 8,491,904 $ 12,822,989 $ 2,175,868 $ 60,892,647
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MARION COUNTY DISTRICT SCHOOL BOARD

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Net Change in Fund Balances - Governmental Funds
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement of activities, the cost
of those assets is allocated over their estimated useful lives as depreciation expense. This is the amount of
capital asset activity in the current period:

Capital Asset Additions $
Depreciation Expense
Loss on Disposal of Capital Assets

Debt proceeds provide current financial resources to governmental funds, but issuing debt increases long-term
liabilities in the statement of net position. Repayment of 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 debt
activity in the current period:

Debt Payments

Issuance of Refunding Debt
Deferred Amount on Refunding
Debt Premiums - New

Debt Premiums - Old
Refunded Debt

Deferred Amount on Refunding is amortized over the life of the debt in the statement of activities, but is reported as
an expense in the fund statements. This is the amount of current amortization.

Debt premiums are amortized over the life of the debt in the statement of activities, but are reported as other
financing sources in the fund statements. This is the amount of current amortization.

The net decrease in accrued interest on long-term debt is reported in the statement of activities, but not in the fund
statements.

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
compensated absences. This is the net amount of compensated absences earned in exess of the amount paid
in the current fiscal year.

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

The internal service fund is used by management to charge the cost of certain activities, such as insurance, to
individual funds. The net expense of the internal service fund is reported with governmental activities.

Change in Net Position - Governmental Activities

The accompanying notes to financial statements are an integral part of this statement.
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$ 6,240,106
8,579,763
(18,141,623)
(18,286)

(9,580,146)
10,479,000
(41,000,500)
1,146,886
(137,879)
772,756
38,000,000

9,260,263

(174,218)

161,769

115,594

(1,034,813)

(1,911,794)

(1,309,115)

$ 1,767,646



MARION COUNTY DISTRICT SCHOOL BOARE
STATEMENT OF NET POSITION
PROPRIETARY FUND
JUNE 30, 2014

Governmental
Activities -
Internal
Service Fund
Assets
Current Assets:

Cash $ 4,485,487

Investments 7,648,013

Accounts Receivable 15,941

Deposits Receivable 140,000

Prepaid Items 3,370
Total Assets 12,292,811
Liabilities

Current Liabilities:

Salaries and Benefits Payable 2,785

Accounts Payable 69,408

Due to Other Agencies 724

Estimated Insurance Claims Payable 2,740,681

Total Current Liabilities 2,813,598
Noncurrent Liabilities:

Estimated Insurance Claims Payable 7,197,122
Total Liabilities 10,010,720
Net Position

Unrestricted $ 2,282,091

The accompanying notes to financial statements are an integral part of this statement.
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MARION COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Operating Revenues
Charges for Services

Operating Expenses

Governmental
Activities -
Internal
Service Fund

$ 4,624,655

Salaries 103,189

Employee Benefits 25,051

Purchased Services 3,095,241

Insurance Claims 2,748,514
Total Operating Expenses 5,971,995
Operating Loss (1,347,340)
Nonoperating Revenue

Investment Income 38,225
Change in Net Position (1,309,115)
Net Position - Beginning 3,591,206

Net Position - Ending

$ 2,282,091

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



MARION COUNTY DISTRICT SCHOOL BOARELC
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Cash Flows from Operating Activities

Cash Received from Interfund Services Provided
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services

Cash Payments for Insurance Claim Payments

Cash Received from Other Operating Activities

Net Cash Used by Operating Activities
Cash Flows from Investing Activities
Investment Income
Purchase of Investments
Net Cash Provided by Investing Activities
Net Decrease in Cash

Cash, Beginning of Year

Cash, End of Year

Reconciliation of Operating Loss to Net Cash Used by
Operating Activities

Operating Loss
Adjustments to Reconcile Operating Income to
Net Cash Used by Operating Activities:
Changes in Assets and Liabilities:

Decrease in Accounts Receivable
Increase in Prepaid Iltems
Increase in Salaries and Benefits Payable
Increase in Accounts Payable
Increase in Due to Other Agencies
Increase in Estimated Insurance Claims Payable

Net Cash Used by Operating Activities

Governmental
Activities -
Internal
Service Fund

$ 4,624,655
(3,075,434)
(127,843)
(2,084,822)
4,703

(658,741)

38,225
(31,160)

7,065

(651,676)

5,137,163

$ 4,485,487

$  (1,347,340)

8,073

(3,370)
308
19,807
89
663,692

$ (658,741)

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

23



MARION COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF FIDUCIARY NET POSITION

ASSETS

Cash
Investments

TOTAL ASSETS

LIABILITIES

Internal Accounts Payable

NET POSITION

Held in Trust for Silver River Museum

TOTAL NET POSITION

FIDUCIARY FUNDS
JUNE 30, 2014

Private-Purpose Agency
Trust Fund Funds
$ - $ 4,288,292
464,918 -

$ 464,918 $ 4,288,292
$ 4,288,292

$ 464,918

$ 464,918

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

24



MARION COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Private-Purpose

Trust Fund

ADDITIONS
Investment Earnings:

Investment Income $ 4,164

Increase in Fair Value of Investments 41,250
Total Additions 45,414
Net Position - Beginning 419,504
Net Position - Ending $ 464,918

The accompanying notes to financial statements are an integral part of this statement.
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MARION COUNTY DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Marion 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 Marion County School District (District) is considered part of the Florida system
of public education, operates under the general direction of the Florida Department of Education,
and is governed by State laws and State Board of Education (SBE) rules. The governing body
of the District is the Board, which is composed of five elected members. The elected
Superintendent of Schools is the executive officer of the Board. Geographic boundaries of the
District correspond with those of Marion 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 legally separate entities for which the Board is financially accountable and
other organizations for which the nature and significance of their relationship with the Board are
such that exclusion would cause the District’s basic financial statements to be misleading.

Based on the application of these criteria, the following component units are included within the
District’s reporting entity:

Blended Component Unit. Blended component units, are in substance, part of the primary
government’'s operations, even though they are legally separate entities. Thus, blended
component units are appropriately presented as funds of the District. The Marion County School
Board Leasing Corporation (Leasing Corporation) was formed to facilitate financing for the
acquisition of facilities and equipment as further discussed in Note IlIl.LK.1. Due to the
substantive economic relationship between the District and the Leasing Corporation, the
financial activities of the Leasing Corporation are included in the accompanying basic financial
statements. Separate financial statements for the Leasing Corporation are not published.

Discretely Presented Component Units. The component units columns in the government-
wide financial statements include the financial data of the District's other component units.

The Public Education Foundation of Marion County, Inc. (Foundation), is a separate not-for-
profit corporation organized and operated as a direct-support organization to receive, hold,
invest, and administer property and to make expenditures to and for the benefit of the District.
Because of the nature and significance of its relationship with the District, the Foundation is
considered a component unit.

The Marion Charter School, Inc., the Mcintosh Area School, Incorporated, and the Francis
Marion Military Academy, Inc., are not-for-profit corporations organized pursuant to
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MARION COUNTY DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2014

Chapter 617, Florida Statutes, the Florida Not For Profit Corporation Act, and Section 1002.33,
Florida Statutes. The charter schools operate under charters approved by its sponsor, the
Marion County District School Board. Although the charter schools do not meet the specific
financial accountability criteria, based on the nature and significance of the relationship with the
District, they are included as component units to prevent the District’s financial statements from
being misleading.

The financial data reported on the accompanying statements was derived from the Foundation’s
and charter schools’ audited financial statements for the fiscal year ended June 30, 2014. The
audit reports are filed in the District’s administrative offices.

Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the nonfiduciary activities of the primary government
and its component units. All fiduciary activities are reported only in the fund financial
statements. Governmental activities are normally supported by taxes, intergovernmental
revenues, and other nonexchange transactions. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is
financially accountable.

The statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the 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 is charged to the functional
category that initially purchased the related asset.

Basis of Presentation: Government-wide Financial Statements

While separate government-wide and fund financial statements are presented, they are
interrelated. The governmental activities column incorporates data from governmental funds
and internal service funds. Separate financial statements are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are excluded from the government-
wide financial statements.

The effects of interfund activity have been eliminated from the government-wide financial
statements except for interfund services provided and used.

Basis of Presentation: Fund Financial Statements

The fund financial statements provide information about the District’'s funds, including the
fiduciary funds and blended component units. Separate statements for each fund category —
governmental, proprietary, and fiduciary — are presented. The emphasis of fund financial
statements is on major governmental funds, each displayed in a separate column. All remaining
governmental funds are aggregated and reported as nonmajor funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.
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MARION COUNTY DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2014

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 — Food Service Fund — to account for Federal grants and related program
charges for the Food and Nutrition Services program.

» 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 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, and debt service
payments on certificates of participation.

» Capital Projects — Other Capital Projects Fund — to account for financial resources primarily
generated in prior years from issuances of certificates of participation and collection of
impact fees and a voter approved capital outlay sales surtax, to be used for educational
capital outlay needs.

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

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

» Private-Purpose Trust Fund — to account for resources provided for the benefit of the Silver
River Museum.

> Agency Funds — to account for resources of the school internal funds, which are used to
administer moneys collected at several schools in connection with school, student athletic,
class, and club activities.
During the course of operations the District has activity between funds for various purposes.
Any residual balances outstanding at year end are reported as due from/to other funds. While
these balances are reported in fund financial statements, certain eliminations are made in the
preparation of the government-wide financial statements. Balances between the funds included
in governmental activities (i.e., the governmental and internal service funds) are eliminated.
Further, certain activity occurs during the year involving transfers of resources between funds.
In fund financial statements, these amounts are reported at gross amounts as transfers in and
out. While reported in fund financial statements, certain eliminations are made in the
preparation of the government-wide financial statements. Transfers between the funds included
in governmental activities are eliminated.

Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being
measured such as current financial resources or economic resources. The basis of accounting
indicates the timing of transactions or events for recognition in the financial statements.
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MARION COUNTY DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2014

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized when
earned and expenses are recognized when a liability is incurred, regardless of the timing of the
related cash flows. Property taxes are recognized in the year for which they are levied.
Revenues from grants, entitlements, and donations are recognized in the fiscal year in which all
eligibility requirements imposed by the provider have been satisfied.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues, except for certain
grant revenues, are recognized when they become measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. The District considers revenues to be available
if they are collected within 60 days of the end of the current fiscal year. When grant terms
provide that the expenditure of resources is the prime factor for determining eligibility for Federal,
State, and other grant resources, revenue is recognized at the time the expenditure is made.
Entitlements are recorded as revenues when all eligibility requirements are met, including any
time requirements, and the amount is received during the period or within the availability period
for this revenue source (within 60 days of year-end). Expenditures are generally recognized
when the related fund liability is incurred, as under accrual accounting. However, debt service
expenditures, claims and judgments, other postemployment benefits, and compensated
absences, are only recorded when payment is due. General capital asset acquisitions are
reported as expenditures in governmental funds. Issuance of long-term debt is reported as
other financing sources. Allocations of cost, such as depreciation, are not recognized in
governmental funds.

The private-purpose trust fund is reported using the economic resources measurement focus
and the accrual basis of accounting. The agency funds have no measurement focus but utilizes
the accrual basis of accounting for reporting its assets and liabilities.

The Foundation is accounted for under the not-for-profit basis of accounting and uses the
accrual basis of accounting whereby revenues are recognized when earned and expenses are
recognized when incurred.

The charter schools are accounted for as governmental organizations and follow the same
accounting model as the District’'s governmental activities.
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MARION COUNTY DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2014

F. Use of Estimates

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

G. Assets, Liabilities, Deferred Outflows of Resources, and Net Position/Fund Balance

1.

Cash and Cash Equivalents

The District’s cash is considered to be cash on hand, demand deposits, and cash held with
fiscal agent.

Cash deposits are held by banks qualified as public depositories under Florida law. All
deposits are insured by Federal depository insurance, up to specified limits, or collateralized
with securities held in Florida's multiple financial institution collateral pool as required by
Chapter 280, Florida Statutes.

The Foundation considers all highly liquid investments purchased with a maturity of three
months or less to be cash equivalents.

Investments

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

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

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

The District’s investment policy established permitted investments, asset allocation limits
and issuer limits, credit rating requirements, and maturity limits to protect the District's cash
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and investment assets. The District maintains a common cash and investment pool for the
use of all funds. Earnings are allocated monthly to each fund based on end of month
balances.

The District’s investments made locally consist of investments in direct obligations of the
United States Treasury, Federal instrumentalities, commercial paper, and registered
investment companies (money market funds), which are reported at fair value. Authorized
investments for endowments include equities, hedged funds, and real estate.

The District has a formal investment policy that allows for the following investments: Local
Government Surplus Funds Trust Fund (Florida PRIME), United States Government
securities, United States Government agencies, Federal instrumentalities, interest bearing
time deposit or saving accounts, repurchase agreements, commercial paper, corporate notes,
bankers’ acceptances, State and/or local government taxable and/or tax-exempt debt,
registered investment companies (mutual funds), mortgage backed securities, short-term
bond funds, intergovernmental investment pools, equities, fixed-income securities, inflation
hedged funds and other investments permitted by Section 218.415, Florida Statutes.

Types and amounts of investments held at fiscal year-end are described in Note I11.B.

Inventories and Prepaid ltems

Inventories consist of expendable supplies held for consumption in the course of District
operations. Inventories, except those for purchased food, donated foods, certain nonfood
supplies, and fuel, are stated at cost on a moving-average basis. Purchased food, nonfood
supplies purchased by various food service operations, and fuel inventories are valued at
last invoice cost which approximates the first-in, first-out basis. United States Department
of Agriculture donated foods are stated at their fair value as determined at the time of
donation to the District's food service program by the Florida Department of Agriculture and
Consumer Services, Bureau of Food Distribution. The costs of inventories are recorded as
expenditures when used rather than purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements. The
cost of prepaid items is recorded as expenditures/expenses when consumed rather than
when purchased.
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Capital Assets

Expenditures for capital assets acquired or constructed for general District purposes are
reported in the governmental fund that financed the acquisition or construction. The capital
assets so acquired are reported at cost in the government-wide statement of net position but
are not reported in the governmental fund financial statements. Capital assets are defined
by the District as those costing $1,000 or more except computer software which are those
costing $5,000 or more. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated assets are recorded at fair value at the date of
donation. Interest costs incurred during construction of capital assets are not considered
material and are not capitalized as part of the cost of construction.

Capital assets are depreciated using the straight-line method over the following estimated
useful lives:

Description Estimated Lives
Improvements Other than Buildings 7 - 20 years
Buildings and Fixed Equipment 25 -50 years
Furniture, Fixtures, and Equipment 5-20 years
Motor Vehicles 7-12 years
Audio Visual Materials and Computer Software 3-5years

Current year information relative to changes in capital assets is described in Note Il1.D.

Deferred Outflows of Resources

In addition to assets, the statement of net position reports a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to future periods and so will
not be recognized as an outflow of resources expense until then. The government only has
one item that qualifies for reporting in this category. It is the deferred amount on refunding
reported in the government-wide statement of net position. A deferred amount on refunding
results from the difference in the carrying value of refunded debt and its reacquisition price.
This amount is deferred and amortized over the shorter of the life of the refunded or refunding
debt.

Long-Term Liabilities

Long-term obligations that will be financed from resources to be received in the future by
governmental funds are reported as liabilities in the government-wide statement of net
position. Debt premiums are amortized over the life of the bonds and certificates of
participation using the effective interest method. Bonds and certificates of participation
payable are reported net of the applicable premium.
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In the governmental fund financial statements, bonds and other long-term obligations are
not recognized as liabilities until due. Governmental fund types recognize debt premiums
as well as issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources, while debt issuances are reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

Changes in long-term liabilities for the current year are reported in Note 111.K.

Compensated Absences

In the government-wide financial statements, compensated absences (i.e., paid absences
for employee vacation leave and sick leave) are accrued as liabilities to the extent that it is
probable that the benefits will result in termination payments. A liability for these amounts
is reported in the governmental fund financial statements only if it has matured, such as for
occurrences of employee resignations and retirements. The liability for compensated
absences includes salary-related benefits, where applicable.

Net Position Flow Assumption

The District occasionally funds outlays for a particular purpose from both restricted (e.qg.,
restricted bond or grant proceeds) and unrestricted resources. To calculate the amounts to
report as restricted — net position and unrestricted — net position in the government-wide and
proprietary fund financial statements, a flow assumption must be made about the order in
which the resources are considered to be applied. Consequently, it is the District's policy to
consider restricted - net position to have been depleted before unrestricted — net position is
applied.

Fund Balance Flow Assumptions

The District may fund outlays for a particular purpose from both restricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). To calculate
the amounts to report as restricted, committed, assigned, and unassigned fund balance in
the governmental fund financial statements, a flow assumption must be made about the
order in which the resources are considered to be applied. It is the District's policy to
consider restricted fund balance to have been depleted before using any of the components
of unrestricted fund balance. Further, when components of unrestricted fund balance can
be used for the same purpose, committed fund balance is depleted first, followed by
assigned fund balance. Unassigned fund balance is applied last.

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature
of any limitations requiring the use of resources for specific purposes. The District itself can
establish limitations on the use of resources through either a commitment (committed fund
balance) or an assignment (assigned fund balance).
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The committed fund balance classification may include amounts that can be used only for
the specific purposes determined by a formal action of the District's highest level of
decision-making authority. The Board is the highest level of decision-making authority for
the District that can, by adoption of a resolution prior to the end of the fiscal year, commit
fund balance. Once adopted, the limitation imposed by the resolution remains in place until
a similar action is taken (the adoption of another resolution) to remove or revise the limitation.
The District reported no committed fund balance as of June 30, 2014.

Amounts in the assigned fund balance classification are intended to be used by the District
for specific purposes but do not meet the criteria to be classified as committed. The Board
may assign fund balance as it does when appropriating fund balance to cover a gap between
estimated revenue and appropriations in the subsequent year's appropriated budget. Unlike
commitments, assignments generally only exist temporarily. In other words, an additional
action does not normally have to be taken for the removal of an assignment. Conversely,
as discussed above, an additional action is essential to either remove or revise a
commitment.

The District has adopted Board Policy 7.10 which provides that, if feasible, 3 percent of the
recurring General Fund revenues be set aside as contingency reserves to cover unforeseen
events including, but not limited to, revenue shortfalls and student enrollment under
projections. Accordingly, the Board approved assigned amounts within the General Fund
for an anticipated budget shortfall in the 2014-15 fiscal year and for purchase commitments.

H. Revenues and Expenditures/Expenses

1.

Program Revenues

Amounts reported as 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. All taxes, including
those dedicated for specific pu