DISTRICT SCHOOL BOARD
OF MARTIN COUNTY, FLORIDA

Comprehensive Annual Financial Report

For the Fiscal Year Ended June 30, 2007

Prepared by the Finance Department



This page was intentionally left blank



DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA
Comprehensive Annual Financial Report
For the Fiscal Year Ended June 30, 2007

TABLE OF CONTENTS

INTRODUCTORY SECTION
Letter Of TranSIMITIAL .......cooiuviiii e e s e e e s s e e e e s sab e e e e s srbeeesanes i-vii
School Board Members and SUPEriNtENAENT............cccveviiiciiiie i viii
PrINCIPAL OFFICIAIS ...ttt iX
OrganiZatioN CRAIT.........c.eeii ettt ettt e st et e e e steere e tesre e e e steeneeseeseeeneeneeas X
GFOA Certificate of Achievement for Excellence in Financial Reporting ........c.ccccoevvvvevveinennne. Xi
FINANCIAL SECTION
Independent AUCITOI’S REPOIM.........oiiiieie ettt st st e te e e e sreereentenres 1-2
Management DiSCUSSION and ANAIYSIS .......cciriieriiiiiiieiies e 3-15
Basic Financial Statements:
District-wide Financial Statements:
SEALEMENT OF INEL ASSELS ..vveiii ittt e s s b e s s s bb e e s s s bt e e s s s bbee s s sbbeeessnes 19
StAtEMENT OF ACTIVITIES  .viiiiiii ittt st et e s st e s srbe e sareeeans 20-21
Fund Financial Statements:
Balance Sheet—Governmental FUNGS..........cccooiviiiiiii i 22-23
Reconciliation of the Balance Sheet of Governmental Funds to the
SEAtEMENT OF INEL ASSEES eeeiii ittt et e s e e e s s b b e e e s s saba e s e s sbbee s e sbbanessanrnnees 25
Statement of Revenues, Expenditures, and Changes
In Fund Balances—Governmental FUNAS ..........ccoovviiiiiiiiie et 26-27
Reconciliation of the Statement of Revenues, Expenditures, and Changes
In Fund Balances of Governmental Funds to the Statement of Activities..........cccecevvvvnenn. 28
Statement of Revenues, Expenditures, and Changes in
Fund Balances—Budget and Actual—General FuNd ............cccocvvvevevieeiene s, 29-32
Statement of Fiduciary Net Assets—Fiduciary FUNAS ...........ccooiiiiiiiiiiiiiieccee e 33
Statement of Changes in Fiduciary Net Assets—Fiduciary FUnds ..........c.ccccoeveiveieeieennenn, 34
Notes to the FINanCial StatEMENTS. ......ciiieiiii et re e e s sbree s 35-62

Nonmajor Governmental Funds:
Combining and Individual Fund Statements and Schedules:

Combining Balance Sheet—Nonmajor Governmental Funds............ccccoovivinnininenencnnn, 66
Combining Statement of Revenues, Expenditures, and Changes

In Fund Balances—Nonmajor Governmental FUNGS ............ccooviiiiiiiiineice e 67
Combining Balance Sheet—Nonmajor Special Revenue FUNS..........ccocoovviiinininencnennn 68
Combining Statement of Revenues, Expenditures, and Changes

In Fund Balances—Nonmajor Special Revenue FUNAS ...........ccccoveveviiecveci s 69
Combining Balance Sheet—Nonmajor Debt Service FUNd ............ccccooeieiiiiniic e, 70
Combining Statement of Revenues, Expenditures and Changes

In Fund Balances—Nonmajor Debt Service FUNd...........ccccoeiiiiciiiiceccce e 71

Combining Balance Sheet—Nonmajor Capital FUNGS...........ccccoviiiiiiiiii e 72



Nonmajor Governmental Funds: (Continued)

Combining Statement of Revenues, Expenditures, and Changes

In Fund Balances—Nonmajor Capital Projects FUNS...........ccceeveveieeie v 73
Schedule of Revenues, Expenditures, and Changes

In Fund Balances—Budget and Actual - Other Major and Nonmajor Governmental

FUNOS ettt bttt et be et nreen et ene s 76-87
Agency Fund:
Combining Statement of Changes in Assets and Liabilities—Fiduciary Fund ............c............ 90

Component Units:

Combining StatemMENt OF NET ASSELS........cviiiiriririerie e 95
Combining Statement 0f ACHVITIES .....cve e e 96
STATISTICAL SECTION
Table 1 Net Assets by COMPONENL.........cccocviiiieiiee i 100-101
Table 2 Changes IN NEt ASSELS .....ccuviierieieeie st 102-103
Table 3 Fund Balances-Governmental FUNAS...........ccoccevviieievienieene e 104-105
Table 4 Changes in Fund Balances-Governmental FuNds...........c.ccooevvvviininnennne 106-109
Table 5 Assessed and Estimated Actual Value of Taxable Property ........ccccccoevvevevennene, 110
Table 6 Property Tax Levies and COHECTIONS..........ccoviiiiiriii e 111
Table 7 Direct and Overlapping Property TaX RateS.......cccovoveiiriiiieieieee e 112
Table 8 Ratios of Outstanding Debt BY TYPe ...ccovvvviiiiie e 113
Table 9 Legal Debt Margin Information.............ccccveveiiiiiciiiieccce e 114-115
Table 10 Demographic and Economical StatiStiCs ...........ccoovverireniieieiisesesc e 116
Table 11 Principal Property TaXPaYErS......ccccieciveieiieeieeireseeseesreseesresreesesresseesressessesseesnas 117
Table 12 DiStriCt EMPIOYEES......civiiieciicie e 118-119
Table 13 TEACNET SAIAIIES ... viveveiie ettt st et sre e nee e 120
Table 14 School Building Information ..........c.ccccvveiiieeie e 122-129
Table 15 Principal EMPIOYEIS.....ccviieieiice ettt 130
Table 16 Pledge REVENUE COVEIAJE ......ccoiuiiiieieieiee ettt 131
Table 17 OPErating StAtiSTICS ......veiiveeiieiieree e e e sre e e sne e s sneas 132
Table 18 Food Service Operating Data............c.ccevveieiiieeiicie e e 134-135
SINGLE AUDIT
Federal Reports and SChedUIES  .......ocuvii it 138

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Findings Statements
Performed in Accordance with Government Auditing Standards...........c.cccceveevnennee. 139-140

Report on Compliance with Requirements Applicable to Each Major Program
And Internal Control Over Compliance in Accordance with OMB

CIrCUIAr A-133 s 141-142
Schedule of Expenditures of Federal AWArds ...........ccocvereiieenie i 143
Schedule of Findings and QUEStIONEd COSES .........cccvuiiiiiieieiece e 144

Schedule of Prior AUdit FINAINGS .......cccvoiiiieccesece e 145



INTRODUCTORY SECTION




This page was intentionally left blank



THE SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

500 East Ocean Blvd * Stuart, Florida 34994  Telephone (772) 219-1200 Ext: 30200 * Facsimile: (772) 219-1231

Dr. Sara A. Wilcox, Superintendent of Schools E

December 14, 2007
Dear Chairman, School Board Members, and Citizens of Martin County:

State law requires that all school districts publish after the close of each fiscal year, a complete
set of financial statements presented in conformity with generally accepted accounting principles
in the United States of America (“GAAP”), and audited in accordance with auditing standards
generally accepted in the United States of America by a licensed certified public accountant.
Pursuant to this requirement, we hereby issue the Comprehensive Annual Financial Report
(“CAFR”) of the District School Board of Martin County, Florida (the “District™) for the fiscal
year ended June 30, 2007.

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

The audit staff of the Auditor General, State of Florida, has audited the District’s financial
statements. The goal of the independent audit is to provide reasonable assurance that the
financial statements of the District for the fiscal year ended June 30, 2007, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used
and significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded that there was a reasonable basis for rendering
an unqualified opinion that the District’s financial statements for the fiscal year ended June 30,
2007, are fairly presented in conformity with GAAP. The independent auditor’s report is
presented as the first component of the financial section of this report.

The independent audit of the CAFR of the District was a part of a broader, federally mandated
“Single Audit” designed to meet the special needs of the federal grantor agencies. The District is
required to undergo an annual single audit in conformity with the provision of the Single Audit

School Board Members: Dr. David L. Anderson * Laurie Gaylord * Susan J. Hershey * Nancy Kline ¢ Lorie Shekailo

“An Equal Opportunity Agency”



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 Audits 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, findings and questioned costs, summary of prior
audit findings, and the auditor’s reports on the system of internal control and on compliance with
applicable requirements, are included in the single audit section.

The CAFR is presented here in four sections; introductory, financial, statistical, and single audit.
The introductory section includes the transmittal letter, the elected and principal appointed
officers and the organizational chart. The financial section includes the Auditor General’s
Report, management’s discussion and analysis, the government-wide and fund type statements,
notes to the basic financial statements, and combining and individual fund statements and
schedules. The statistical section consists of unaudited tables that reflect both financial and
demographic data. This information is for the purpose of presenting social and economic
information, financial trends, and fiscal capacity of the District, and is generally presented on a
multi-year basis. The single audit section includes the schedule of expenditures of federal
awards, schedule of findings and questioned costs, report on internal control over financial
reporting and on compliance and other matters based on an audit of financial statements
performed in accordance with Government Auditing Standards, and report on compliance with
requirements applicable to each major program and internal control over compliance in
accordance with OMB Circular A-133.

This report includes all funds of the District, The Martin County School Board Leasing
Corporation, Inc., The Martin County Education Foundation, Inc. (the “Foundation”), and The
Hope Center for Autism Charter School, which comprise the reporting entity. The Martin
County School Board Leasing Corporation, Inc., was formed by the School Board to be the
lessor in connection with financing the construction of the Dr. David L. Anderson Middle
School. The Education Foundation is a separate not-for-profit corporation organized and
operated as a direct-support organization. The Education Foundation’s purpose is exclusively
educational and charitable for the schools in Martin County. The Hope Center for Autism is a
public school operating under a charter issued by the School Board. The Foundation and the
Charter School are included as discretely presented component units.

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

PROFILE OF THE GOVERNMENT

The District and its governing board (the “Board”) were created pursuant to Section 4, Article IX
of the Constitution of the State of Florida. The District is an independent taxing and reporting
entity managed, controlled, operated, administered, and supervised by the District officials in



accordance with Chapter 1001, Florida Statutes. The Board consists of five elected officials
responsible for the adoption of policies, which govern the operation of the District’s public
schools. The elected Superintendent of Schools (“Superintendent”) is the executive officer of the
Board and is responsible for the administration and management of the schools within the
applicable parameters of Florida Statutes, State Board of Education Rules, and School Board
policies. The Superintendent has the specific responsibility for maintaining a uniform system of
records and accounts in the District by Section 1010.01, Florida Statutes, as prescribed by the
State Board of Education.

The geographic boundaries of the District are those of Martin County, Florida. During the 2006-
07 fiscal year, the District operated 21 schools, including 11 elementary schools, 5 middle
schools, 3 high schools, and 2 special schools. The District operates 2 specialized schools for
special needs students and 1 charter school, the Hope Center for Autism, which is considered a
component unit. The Board also awarded a charter to Indian River Community College
(“IRCC”) for the Clark Advanced Learning center. The school is operated under the direction of
IRCC and is not considered a component unit of the District. In the fiscal year 2006-07 the
District provided general, special, vocational, and other education programs to 17,826
unweighted full-time equivalent students.

ECONOMIC CONDITION AND OUTLOOK

Martin County is part of the area known as the Treasure Coast along with St. Lucie and Indian
River Counties. It is located on the East Central Coast of Florida. There are approximately
13,000 linear feet of public beaches in the county and 556 square miles of land. Martin County
was established in 1925 and named for the then Governor of Florida, John Wellborn Martin. The
County is largely agricultural with a major tourist sector. It is home to many winter citizens and
has developed a pattern for slow but steady growth. The City of Stuart, (County Seat) is known
as the “Sailfish Capital of the World” and as such, attracts many anglers visiting from all over
the world.

As a result of the County’s growth management plan, the District’s student population tends to
grow slowly with an average of .5 percent annually. The District projects students in the 2007-
08 fiscal year to increase by approximately the same .5 percent to 17,916.

The District is included among the largest employers in the county along with Martin Memorial
Hospital and the Martin County Government.

Major Initiatives

Capital Outlay Program — The District has developed a master plan for all of its facilities and
is in the process of remodeling and adding new buildings as designed in the future plans. It has
currently completed a new middle school and plans to build a new elementary school to open in
the fall of 2008. Within the next five years, the District has planned facility improvements and
additions of approximately $253,148,444.

Class Size Reduction - In November 2002, Florida voters approved a referendum to amend the
constitution of the State of Florida to limit class size in all grades. The amendment required a



gradual reduction in class size over an eight-year period. By the beginning of fiscal year 2010-
11, the amendment established a maximum number of students in core curricula courses assigned
to a teacher into 3 groups. For grades pre-kindergarten to 3, grades 4 to 8, and grades 9 to 12,
the ratios are 18, 22, and 25, respectively. During fiscal year 2006-07, the District reached the
required level for a school average teacher pupil class size. Due to this major initiative, the
District’s facilities require expansion to add additional classrooms to accommodate additional
teachers with fewer students. The District will be complete with construction of new classroom
buildings at Murray Middle School, South Fork High School, Pinewood Elementary School, and
Seawind Elementary School, during the 2007-08 fiscal year to comply with the constitutional
amendment. Also, during 2007-08 fiscal year, construction will begin on the new elementary
“A”.

Accomplishments

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

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

e Connect-Ed - an outbound calling system, which sends recorded community outreach,
attendance, or emergency phone messages to thousands of students and staff members in
just minutes in both English and Spanish;

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

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

e In 2006-07, all 19 traditional schools in the Martin County School District earned
“A” grades from the Florida Department of Education. In addition, Martin County
has been an “A” district under Florida’s A+ Plan for six consecutive years and is ranked
among the top four school districts in the State for total points earned on the Florida
Comprehensive Assessment Test (FCAT). The District’s 9th grade FCAT reading scores
also ranked first in the State; 7" grade FCAT math scores were tied for 1%.

e Results of the Scholastic Aptitude Test (SAT) among high school seniors in 2007 showed
that students in Martin County scored higher than the State and national averages in each
of the tested areas: critical reading, math, and writing.

e American College Testing (ACT) composite scores in 2006-07 showed that Martin
County School District students scored significantly higher than the State average and
equal to the national average for college readiness.

e The District is proud to be the home of the Florida Department of Education’s (FDOE)
2007 Teacher of the Year. After being chosen for this prestigious award, Conney Dahn,
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an Exceptional Education Teacher at Jensen Beach High School, served as an
ambassador to the FDOE during the 2006-07 school year. Mrs. Dahn traveled across the
State meeting with lawmakers, teachers, school administrators, and school staff about
how to best meet the needs of students with disabilities.

e Loreen Francescani, Principal of Warfield Elementary School, received the Florida
Department of Education’s 2006 Principal Achievement Award for Outstanding
Leadership in the elementary category. Warfield Elementary School was also named a
2006 No Child Left Behind — Blue Ribbon School by the U.S. Department of Education.

e The Martin County School District earned the highest graduation rate and the lowest
drop-out rate among the state’s 67 school districts in 2006, according to data released by
the Florida Department of Education.

e Seventy-six Martin County School District teachers have earned their National Board
Certification, which is a rigorous and time-intensive program of the National Board of
Professional Teaching Standards.

Financial Planning

Providing adequate facilities to all students is fundamental to maintaining an effective education
system. It speaks to a range of standards, including safety, class size, and equity. The Districts
school building ages range from 1959 to 2006. The District has adopted an ambitious
construction program to rebuild, remodel, and expand schools as explained in the master facility
plans of the District. This program is financially sound and will take place over a number of
years.

Recruiting and retaining District teachers and other staff members is a high priority for the Board
and the Superintendent. Beginning July 1, 2006, the beginning teacher salary was the highest on
the Treasure Coast. District employee benefits continue to lead much of the State as the Board
offers an ample benefit and salary package in an effort to retain teachers throughout their career.

Financial Policies

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



The District has an investment policy in place for the investment of temporarily idle funds. The
purpose of the policy is to outline the responsibility, authority, and general guidelines for the
investment management of the District’s cash reserves and to ensure compliance with Florida
Statutes. The District primarily utilized the State pool for investment of idle funds during the
fiscal year in anticipation of earning a fair return relative to the risk assumed.

The District has a policy that the unreserved fund balance in the General Fund will be maintained
at a minimum of 5.0 percent of total appropriations.

Budgetary Controls

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

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

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

Risk Management

The District is exposed to a variety of accidental losses including destruction of assets and
natural disasters among others. The District is a member of the South Central Educational Risk
Management Consortium (“SCERMP”). SCERMP, having several school district members, has
established a combined limited self-insurance program for property, general liability, auto
liability, workers compensation, money and securities, employee fidelity and faithful
performance, boiler and machinery, and other insurance as needed. SCERMP is self-sustaining
through member district premiums and purchases coverage through commercial companies for
claims in excess of a specified cap. The Board of Directors for the Consortium is composed of
superintendents of all participating districts.

REPORTING ACHIEVEMENT

Certificate of Achievement for Excellence in Financial Reporting - GFOA

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the District
School Board of Martin County for its Comprehensive Annual Financial Report for the fiscal
year ended June 30, 2006. The Certificate is a prestigious national award, recognizing
conformance with the highest standards for preparation of state and local government financial
reports.
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In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial Report, whose contents
conform to program standards. Such CAFR’S must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year. The District School Board of
Martin County received its first Certificate of Achievement for the fiscal year 2005-06 CAFR.
We believe our current report continues to conform to the Certificate of Achievement Program
requirements, and we are submitting it to GFOA.

Certificate of Achievement for Excellence in Financial Reporting — ASBO

The Association of School Business Officials International (ASBO) also awards a certificate of
Excellence in Financial Reporting to governments who meet the reporting requirements and
submit their reports for review and consideration. The District believes its Comprehensive
Annual Financial Report meets the ASBO standards for reporting, and plans to submit it for
consideration of this prestigious award.

ACKNOWLEDGEMENTS

A comprehensive financial report of this nature could not have been prepared without the
efficient and dedicated efforts of the Finance Department staff. We would like to express
appreciation to all members of the Finance Department and those other staff members who
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District.
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street

DAVID W. MARTIN, CPA Tallahassee, Florida 32399-1450 850/488-5534/SC 278-5534
AUDITOR GENERAL Fax: 488-6975/SC 278-6975

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

INDEPENDENT AUDITOR'S
REPORT ON 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 Martin County
District School Board as of and for the fiscal year ended June 30, 2007, which collectively comprise the District’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
District’s management. 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 accounts, reported as Agency Funds, which
represent 9 percent of the assets and 61 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. Those
financial statements were audited by other auditors whose reports have been provided to us, and our opinion
insofar as it relates to the amounts included for the school internal accounts and the aggregate discretely

presented component units, is based 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. The financial
statements of the Martin County Education Foundation, Inc., were not audited in accordance with Government
Auditing Standards. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that

our audit and the reports of the other auditors, provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of 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 components units, each major fund, and the aggregate remaining fund information of the
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Martin County District School Boatd as of June 30, 2007, and the respective changes in financial position, thereof
and the respective budgetary comparison for the General Fund for the fiscal year then ended in conformity with

accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the Martin
County District School Board's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, administrative 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 the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing

the results of our audit.

The Management’s Discussion and Analysis (pages 3 through 15) is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.

However, we did not audit the information and express no opinion thereon.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Martin County District School Board’s basic financial statements. The introductory section, the
combining and individual fund financial statements and budgetary schedules, and the statistical tables listed in the
accompanying table of contents are presented for purposes of additional analysis and are not a required part of
the basic financial statements. Additionally, 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’s
Circular A-133, Aundits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. The combining and individual fund financial statements and budgetary schedules (pages 66
through 96) and the Schedule of Expenditures of Federal Awards (page 143) have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole. The introductory section (pages i
through xi) and the statistical section (pages 100 through 135) have not been subjected to the auditing procedutes

applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

(L0 ) A

David W. Martin, CPA
December 14, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the District School Board of Martin County has prepared the
following discussion and analysis of financial activities for the fiscal year ended June 30,
2007. The intent of this discussion and analysis is to (a) assist the reader in focusing on
significant financial issues, (b) provide an overview and analysis of the District’s
financial activities, (c) identify changes in the District’s financial position, (d) identify
material deviations from the approved budget, and (e) highlight significant issues in
individual funds.

Because the information contained in the Management’s Discussion and Analysis
(MD&A) is intended to highlight significant transactions, events, and conditions, it
should be considered in conjunction with the District’s financial statements and notes to
financial statements found on pages 19 through 62.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2006-07 fiscal year are as follows:

Government-wide Statements
e The District’s assets exceed its liabilities at June 30, 2007, by $316.9 million (net
assets).

e  The District’s total net assets increased by $31.9 million, which represents an 11.2
percent increase from the 2005-06 fiscal year.

e  General revenues total $191.1 million, or 88.4 percent of all revenues. Program
specific revenues in the form of charges for services, operating grant and
contributions, and capital grants and contributions total $25.2 million, or 11.6
percent of all revenues.

e  Expenses total $184.4 million; only $25.2 million of these expenses are offset by
program specific charges, with the remainder paid from general revenues. Total
revenues exceed total expenses by $31.9 million.

Fund Statements
e At June 30, 2007, the District’s governmental funds report combined ending fund
balances of $104.7 million, an increase of $18.1 million from the prior year.

e At June 30, 2007, unreserved fund balance of the General Fund, representing the
net current financial resources available for general appropriations by the Board,
totals $8.1 million or 5.8 percent of total General Fund revenues.

e  Governmental fund revenues increased $28.3 million or 15.1 percent over the prior
year.

e The District’s total liabilities decreased by $0.5 million, or 4.9 percent, over the
prior year.



OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

This report also contains other required supplementary information in addition to the
basic financial statements.

Government-wide Financial Statements

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

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

e The statement of activities presents information showing how the government’s
net assets changed during fiscal year 2007. All changes in net assets are reported
as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods
(e.g., earned but unused vacation leave).

The statement of activities presents functions of the District that are principally supported
by taxes and intergovernmental revenues (governmental activities). The governmental
activities of the District include educational programs (basic, vocational, adult and
exceptional education), and school support functions such as transportation, facilities, and
administration.

The government-wide financial statements include not only the District itself (known as
the primary government), but also the following legally separate component units: the
Martin County Education Foundation, Inc., and Hope Center for Autism, Inc., a charter
school. Although legally separate organizations, the component units are included in this
report because they meet the criteria for inclusion provided by generally accepted
accounting principles. Financial information for these component units is reported
separately from the financial information presented for the primary government.

The government-wide financial statements can be found on pages 19-21 of this report.



Fund Financial Statements

Fund financial statements are one of the components of the basic financial statements. A
fund is a grouping of related accounts that 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 and others are
created by legal agreements, such as bond covenants. Fund financial statements provide
detailed information about the District’s financial activities, focusing on its most
significant or “major” funds rather than fund types. This is in contrast to the entity-wide
perspective contained in the government-wide statements.  All of the District’s funds
may be classified within one of two broad categories: governmental funds or fiduciary
funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements; however, the
governmental funds utilize a spendable financial resources measurement focus rather than
the economic resources measurement focus found in the government-wide financial
statements. The financial resources measurement focus allows the governmental fund
statements to provide information on near-term inflows and outflows of spendable
resources, as well as balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating the District’s near-term financing
requirements.

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

The governmental funds balance sheet and statement of revenues, expenditures, and
changes in fund balances provide detailed information about the District’s most
significant funds. The District’s major funds are the General Fund, Debt Service — Other
Fund, Capital Projects — Local Capital Improvement Tax Fund, and Capital Projects —
Other Fund. Data from the other seven governmental funds 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 in the supplementary information
section of this report.

The District adopts an annual budget for its General, Special Revenue, Debt Service and
Capital Projects Funds. A budgetary comparison statement has been provided for these
funds to demonstrate budgetary compliance.



The basic governmental fund statements can be found on pages 22-32 of this report.

Fiduciary Funds

Fiduciary funds are used to report assets held in a trustee or fiduciary capacity for the
benefit of external parties, such as student activity funds. Fiduciary funds are not
reflected in the government-wide statements because the resources of those funds are not
available to support the District’s own programs. In its fiduciary capacity, the District is
responsible for ensuring that the assets reported in these funds are used only for their
intended purposes. The District reports the following fiduciary fund types:

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

» Private-Purpose Trust Fund — to account for resources of various scholarship trust
funds.

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

The basic fiduciary fund financial statements can be found on pages 33-34 of this report.
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. The notes to the
financial statements can be found on pages 35-62 of this report.

Other Information

Combining statements referred to earlier, present a more detailed view of nonmajor funds
used in governmental funds. This section includes budget to actual schedules for
nonmajor special revenue, debt service, and capital projects funds. Also included are
statements for agency funds. Combining and individual fund schedules can be found on
pages 66-96. Additional information about the District that may be of interest to the
reader is found under the Statistical section on pages 100-135. Single Audit information
can be found on pages 137-145 of this report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve as a useful indicator of a government’s financial position. In the
case of the District, assets exceed liabilities by $316.9 million at June 30, 2007.

The following is a summary of the District’s net assets as of June 30, 2007, compared to
the net assets as of June 30, 2006:

District School Board of Martin County, Florida

Net Assets
Percent
Governmental Activities Change
2007 2006
Current and other assets $117,163,123 $98,577,152 18.9%
Capital assets 280,981,452 267,625,511 5.0%
Total assets 398,144,575 366,202,663 8.7%
Other liabilities 9,538,815 10,029,496 -4.9%
Long-term liabilities 71,747,816 71,211,179 0.8%
Total liabilities 81,286,631 81,240,675 0.1%
Net assets:
Invested in capital assets net of related debt 224,729,723 210,538,436 6.7%
Restricted 94,150,769 74,856,275 25.8%
Unrestricted (Deficit) (2,022,548) (432,723) -367.4%
Total net assets  $316,857,944 $284,961,988 11.2%

The largest portion of the District’s net assets ($224.7 million or 70.9 percent) reflects its
investment in capital assets (e.g., land, buildings, furniture and equipment), less any
related outstanding debt used to acquire those assets. The District uses these capital
assets to provide services to students; consequently, these assets are not available for
future spending. Although the District’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to
liquidate liabilities.

An additional portion of the District’s net assets ($94.2 million or 29.7 percent)
represents resources that are subject to external restrictions on how they may be used.
The remaining balance of net assets is unrestricted net assets which is $(2.0) million or
$(0.6) percent of the total.

Restricted net assets have increased $19.3 million from June 30, 2006, to June 30, 2007.
These net assets represent restrictions from specific revenue sources and grants.
Unrestricted net assets in the governmental type activities have decreased $1.6 million.



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

Rewenues

Programrevenues:
Charges for services
Operating grants & contributions
Capital grants & contributions

General revenues:
Property taxes, levied for operational purposes
Property taxes, levied for capital purposes
Grants & contributions not restricted to specific programs
Other
Total revenues

Expenses

Instruction

Pupil personnel services

Instructional media services

Instructional & curriculum development services

Instructional staff training services

Instruction related technology

Board of education

General administration

School administration

Facilities acquisition & construction

Fiscal services

Food services

Central services

Pupil transportation services

Operation of plant

Maintenance of plant

Administrative technology services

Community services

Interest on long-term debt

Unallocated Depreciation/Amortization Expense
Total expenses

Increase in net assets
Net assets - beginning

Net assets - ending

Percent
Governmental Activities Change
2007 2006
6297276  $ 5,927,045 6.2%
7,228,223 6,874,323 5.1%
11,643,707 3,596,577 223.7%
97,894,199 89,995,924 8.8%
41,261,608 33,929,970 21.6%
42,392,038 38,482,136 10.2%
9,586,992 13,530,242 -29.1%
216,304,043 192,336,217 12.5%
92,186,209 84,298,583 9.4%
8,588,915 7,823,268 9.8%
2,512,530 2,321,712 8.2%
3,417,083 3,248,984 5.2%
1,302,224 1,003,658 29.7%
1,182,214 1,174,206 0.7%
951,845 699,356 36.1%
896,706 1,105,237 -18.9%
8,940,370 8,134,751 9.9%
23,766,287 13,718 422 73.2%
818,099 815,701 0.3%
7,090,471 6,464,961 9.7%
3,075,766 2,795,938 10.0%
6,688,004 5,532,049 20.9%
14,182,308 12,578,662 12.7%
3,122,993 2,733,502 14.2%
540,097 558,610 -3.3%
2,682,319 2,410,540 11.3%
2,463,642 1,468,301 67.8%
- 5,230,503 -100.0%
184,408,087 164,116,949 12.4%
31,895,956 28,219,268
284,961,983 256,742,720
316,857,944 $ 284,961,988 11.2%




Major changes in revenues were caused by the following:

e Capital grants and contributions - Increased approximately $8 million primarily
due to additional revenues received from “Class Size Reduction Construction
Funds”, in order to implement the class size reduction amendment.

e Property tax - Revenue increased by $15.2 million or 12.3 percent, due to an
increase in the tax base. This remains the District’s largest revenue source (64
percent).

e Other revenues - Reduced significantly due to the fact that the District received
$4.1 million from insurance and Disaster Grants — Public Assistance (Presidential
Declared Disasters) for major damage to its facilities due to Hurricane Wilma in
the fall of 2005. During the 2006-07 fiscal year, revenue of $0.2 million was
recognized for damages resulting from hurricanes.

Revenue by Source - Governmental Activities

Grants & Contributions
Not Restricted to Specific
Programs
20%

Property Taxes
64%

Interest Earnings
3%

Miscellaneous
2%

Capital Grants &
Contributions
5%

Charges for Services
3%

Operating Grants &
Contributions
3%



Major changes in expenses were caused by the following:

$100,000,000

Instructional staff training expenses - Increased by $0.3 million or 29.7 percent
due to the training needs of additional teachers for the constitutional class size
reduction amendment, and new requirements for the State’s highly qualified
teacher program.

Board of education - Increased by $0.3 million or 36.1 percent due to payments
for property litigation settlements to outside legal representation.

General administration expenses - Decreased by $0.2 million or -18.9 percent due
to removing indirect cost charges and revenues, which would result in a “doubling
up” effect.

Facilities acquisition and construction - Increased by $10 million or 73.2 percent
due primarily to assigning unallocated depreciation to a particular function. The
increase can also be attributed to the completion of several capital projects within
“construction in progress”, causing an increase in depreciation expense.

Pupil transportation services - Increased by $1.2 million or $20.9 percent due
primarily to increases in insurance premiums, fuel prices, repairs, and staff
training.

Interest on long-term debt - Increased $1.0 million or 67.8 percent due to the
addition of the Certificates of Participation, issued in 2005-06 fiscal year, with the
first interest payment due in 2006-07 fiscal year.

Expenses and Program Revenues - Governmental Funds
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FUND FINANCIAL ANALYSIS

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

Major Governmental Funds

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

District School Board of Martin County, Florida
Reserved and Unreserved Fund Balance

Total fund balance $ 104,721,853
Less reserved fund balance:
Encumbrances 24,980,726
Inventories 1,013,316
State categorical programs 1,237,959
Debt service 1,348,938
Unreserved fund balance $ 76,140,914

As of the end of the 2006-07 fiscal year, the District’s governmental funds reported
combined ending fund balances of $104.7 million, an increase of $18.1 million in
comparison with the prior year. Of the $104.7 million total fund balances, unreserved
fund balances totaled $76.1 million.

Major Funds

The General Fund, Debt Service-Other Fund, Capital Projects - Local Capital
Improvement Tax Fund, and Capital Projects - Other Fund are reported as major funds.

The General Fund is the chief operating fund of the District. The General Fund has a
decrease in fund balance of $0.8 million. The total fund balance is $10.5 million of
which $8.1 million is unreserved. As a measure of the General Fund’s liquidity, it may
be useful to compare both unreserved fund balance and total fund balance to total fund
revenues. Unreserved fund balance represents 5.8 percent of total General Fund
operating revenue, while total fund balance represents 7.5 percent of that same amount.
The Government Finance Officers Association Best Practices guidelines call for an
unreserved fund balance level of 5 to 15 percent of the General Fund operating revenues.
The fund balance decreased primarily due to a reduction in budgeted transfers in from
Capital Project - Local Capital Improvement Tax Fund.
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The Debt Service-Other Fund has a total fund balance of $1 million, all of which is
restricted for payment of principle and interest on the 2005 Certificates of Participation.

The Capital Projects - Local Capital Improvement Tax Fund had an increase in fund
balance of $20.1 million to a total fund balance of $71.1 million, all of which is restricted
for acquisition, construction, and maintenance of capital assets. The fund balance
increased in 2006-07 as current tax collections were greater than anticipated, and interest
on investments was greater and was accumulated to build new projects that are in the
planning and pricing stage of construction. In addition, several projects are currently
under construction.

The Capital Projects - Other Fund has a total fund balance of $14.3 million, all of which
is restricted for various capital outlay needs, including new construction (Elementary
School “A’), renovation and remodeling projects, environmental compliance, and
maintenance of capital assets. Fund balance decreased in the 2006-07 fiscal year by $1.7
million as a result of expenditures for the completion of Dr. David L. Anderson Middle
School and other construction projects.

Nonmajor governmental funds consist primarily of special revenue funds, debt service
funds, and nonmajor capital projects funds. The total fund balance of $7.8 million is to
be expended on specific programs.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the course of the 2006-07 fiscal year, the District amended its General Fund
budget several times, which resulted in an increase in total budgeted revenues of $1.3
million, or 0.9 percent. The original budget estimated tax revenues at 95 percent. Actual
collections exceed this amount by 0.8 percent. Final appropriations exceed the original
budget by $2.1 million, or 1.5 percent. Budget revisions were due primarily to changes
in estimated State funding levels and corresponding adjustments to planned expenditures
to ensure maintenance of an adequate fund balance.

A final budget amendment is approved at year-end to amend the budget to actual
revenues and expenditures. The Board is authorized by State statute to make budget
amendments up to the date that the District’s Annual Financial Report is approved. The
District typically elects to amend its budget to actual at that time to ensure that all
expenditures adjustments are covered by the budget amendments. A General Fund
budgetary comparison statement can be found on pages 29-32 of this report.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The District’s investment in capital assets as of June 30, 2007 is $281 million (net of
accumulated depreciation). The investment in capital assets includes land; construction
in progress; improvements other than buildings; buildings and fixed equipment; furniture,
fixtures, and equipment; motor vehicles; property under capital lease; and audio visual
materials and computer software. The District experienced an overall increase in
investment in capital assets over the fiscal year of approximately 5 percent.

Major capital assets events during the 2006-07 fiscal year include:

» Major construction in progress at June 30, 2007, includes the amount completed
to date for architectural work and construction costs associated with:

0]

OO0OO0OO0O0Oo

Elementary School “A”

Martin County High School Food Service Facility and site work
Replacement classrooms for Murray Middle School

South Fork High School

Stuart Middle School

Seawind Elementary School

Pinewood Elementary School

» Projects in final phase of completion, awaiting the completion of a punch list:
0 Dr. David L. Anderson Middle School
0 Murray Middle School Cafétorium

> Replacement classrooms are in the process to meet compliance for the Class Size
Reduction mandate. Final implementation of Class Size Reduction is required in
2010-11. Class sizes at that time will have to be 18 students per elementary
school class, 22 students per middle school class, and 25 students per high school
class.

13



District School Board of Martin County, Florida

Capital Assets
(net of depreciation)

Percent

2006 Change
$10,107,178 2.4%
73,639,860 -28.1%
7,028,268 -1.1%
166,121,097 20.1%
6,046,162 5.2%
2,921,546 -1.3%
534,078 -24.5%
1,227,322 19.9%

2007

Land $10,354,648
Construction in progress 52,983,771
Improvements other than buildings 6,950,315
Buildings and fixed equipment 199,575,716
Furniture, fixtures and equipment 6,359,089
Motor vehicles 2,882,864
Property under capital lease 403,283
Audio visual materials & computer software 1,471,766

$280,981,452

$267,625,511 5.0%

As shown on the above table, construction in progress has decreased significantly. This
is due to the completion of Hobe Sound Elementary School and J.D. Parker School of
Math and Science. Additional information on the District’s capital assets can be found in

Note VI on page 51 of this report.

Long-Term Debt

At June 30, 2007, the District has total long-term debt outstanding of $56.3 million,
comprised of Certificates of Participation Series 2005A (COPS), State Board of

Education Bonds (SBE), and a capital lease.

District School Board of Martin County, Florida

Outstanding Debt

2007 2006
Certificates of Participation (COPS) $ 40,790,000 $ 40,790,000
State School (SBE) Bonds Payable 14,990,000 15,700,000
Obligations for Capital Lease 471,729 597,074
$ 56,251,729 $ 57,087,074

The District’s outstanding debt decreased $0.8 million during 2006-07 fiscal year. This
decrease was due to scheduled principal retirements of debt payable. Additional
information on the District’s debt can be found in Note VII on pages 52-54 of this report.

14



ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The unemployment rate for the Martin County is currently 4.1 percent, which is
an increase from the rate of 3.9 percent a year ago.

e Student enrollment increased slightly from 17,760 to 17,826 for the 2006-07
fiscal year.

e Population increased approximately 0.7 percent from the prior year to an
estimated 143,670 at June 30, 2007.

REQUESTS FOR INFORMATION

This financial report is designed to provide users with a general overview of the Martin
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 Dr. Sara A. Wilcox, Superintendent, Martin County School Board, 500 East
Ocean Boulevard, Stuart, FL 34994,
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BASIC FINANCIAL STATEMENTS
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DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Net Assets
June 30, 2007

Assets
Unrestricted:
Cash and cash equivalents
Investments
Accounts receivable
Prepaid items
Due from other governmental agencies
Inventories
Restricted:
Equity in property and casualty group

Capital assets not being depreciated:
Land
Construction in progress
Capital assets net of accumulated depreciation:
Improvements other than buildings
Buildings and fixed equipment
Furniture, fixtures, and equipment
Motor vehicles
Property under capital lease
Audio visual materials and computer software
Total assets

Liabilities
Salaries and benefits payable
Accounts payable
Construction contracts payable
Construction contracts payable-retainage
Deposits Payable
Due to other agencies
Deferred revenue
Long-term liabilities:
Portion due in one year:
Bonds payable
Obligations under capital leases
Certificates of participation payable
Liability for compensated absences
Portion due in more than one year:
Bonds payable
Obligations under capital leases
Certificates of participation payable
Liability for compensated absences
Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted net assets for:
Capital projects
Debt service
State categorical programs
Other
Unrestricted net assets
Total net assets

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

19

Primary
Government

Component

Units

Governmental
Activities

Charter
School

Martin County

Education

Foundation, Inc.

$ 106,603,333
363,931

859,354

627,867
5,411,383
1,013,316

2,283,939

10,354,648
52,983,771

6,950,315
199,575,716
6,359,089
2,882,864
403,283
1,471,766

$ 52,844

4,054
41,979
12,504

7,415

$

78,781

398,144,575

118,796

3,804,809
3,418,912
610,802
824,069
117,888
539,012
223,323

740,000
130,899
980,000
1,152,640

14,250,000

340,830
39,810,000
14,343,447

81,286,631

224,729,723

91,563,872
1,348,938
1,237,959

(2,022,548)

44,382

30,599
45,961

$ 316,857,944

$ 110,334

$

76,560




DISTRICT SCHOOL BOARD OF MARTIN COUNTY, FLORIDA

Statement of Activities
For the Fiscal Year Ended June 30, 2007

Functions/Programs

Primary government:

Governmental activities:
Instruction
Pupil personnel services
Instructional media services
Instruction and curriculum development services
Instructional staff training services
Instruction related technology
Board of education
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation services
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Interest on long-term debt

Component units:

Charter school

Martin County Education Foundation, Inc.
Total component units

Program Revenues

Operating
Charges for Grants and
Expenses Services Contributions

Capital
Grants and

Contributions

$ 92,186,209 $ 2,845,113  $ -
8,588,915 - -
2,512,530 - -
3,417,083 - -
1,302,224 - -
1,182,214 - -
951,845 - -
896,706 - -
8,940,370 - -
23,766,287 - -
818,099 - -
7,090,471 3,452,163 2,958,797
3,075,766 - -
6,688,004 - 4,269,426
14,182,308 - -
3,122,998 - -
540,097 - -
2,682,319 - -
2,463,642

1,417,313

$ 184,408,087 $ 6,297,276 $ 7,228,223

$

11,643,707

$ 341994  $ - $ 96,653
185,067 - 81,977

$ 527,061  $ - $ 178,630

General revenues:
Taxes:
Property taxes, levied for general purposes
Property taxes, levied for capital projects
Grants and contributions not restricted to specific programs
Unrestricted investment earnings
Miscellaneous
Insurance loss recoveries
Total general revenues
Change in net assets
Total net assets, beginning of year
Total net assets, end of year

The accompanying notes are an integral part of the basic financial statements.
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street

Tallahassee, Florida 32399-1450
DAvID W. MARTIN, CPA 850/488-5534/SC 278-5534

AUDITOR GENERAL Fax: 488-6975/SC 278-6975

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

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

Compliance

We have audited the District's compliance with the types of compliance requitements described in the United
States Office of Management and Budget's (OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major Federal programs for the fiscal year ended June 30, 2007. The District’s major Federal programs are
identified in the SUMMARY OF AUDITOR’S RESULTS section of the accompanying SCHEDULE OF
FINDINGS AND QUESTIONED COSTS - FEDERAL AWARDS. Compliance with the requirements of
laws, regulations, contracts, and grants applicable to each of the District’s major Federal programs is the
responsibility of District management. Our responsibility is to express an opinion on the District’s compliance

based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Aunditing Standards, issued by
the Comptroller General of the United States; and the OMB’s Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Cirenlar A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major Federal program occurred. An audit includes
examining, on a test basis, evidence about the District’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the District's compliance

with those requirements.
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In our opinion, the District complied, in all material respects, with the requirements referred to above that are

applicable to each of its major Federal programs for the year ended June 30, 2007.
Internal Control Over Compliance

District management is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts, and grants applicable to Federal programs. In planning and
performing our audit, we considered the District’s internal control over compliance with the requirements that
could have a direct and material effect on a major Federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the

effectiveness of the District’s internal control over compliance.

A control deficiency in the District’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect noncompliance with a type of compliance requirement of a Federal program on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
District’s ability to administer a Federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a Federal program that is more than inconsequential

will not be prevented or detected by the District’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a Federal program will

not be prevented or detected by the District’s internal control.

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

compliance that we consider to be material weaknesses, as defined above.

This report is intended for the information of the Legislative Auditing Committee, members of the Florida Senate
and the Florida House of Representatives, Federal and other granting agencies, and applicable management.

Copies of this report are available pursuant to Section 11.45(4), Florida Statutes, and its distribution is not limited.

Respectfully submitted,

(L0 ) e

David W. Martin, CPA
December 14, 2007
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MARTIN COUNTY
DISTRICT SCHOOL BOARD
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2007

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

United States Department of Agriculture:
Indirect:
Florida Department of Agriculture and Consumer Services:
Food Donation 10.550 (2) None $ 278,322.00 $
Florida Department of Education:
Child Nutrition Cluster:

School Breakfast Program 10.553 321 525,684.58
National School Lunch Program 10.555 300 2,208,362.32
Total Child Nutrition Cluster 2,734,046.90
Total United States Department of Agriculture 3,012,368.90

United States Department of Transportation:
Indirect:
Florida Department of Transportation:
Safety Incentives to Prevent Operation of Motor Vehicles
by Intoxicated Persons 20.605 FA-06-22-07 11,160.35

United States Environmental Protection Agency:
Indirect:
St. Johns River Water Management District:
National Estuary Program 66.456 None 10,589.46

United States Department of Education:
Direct:
Transition to Teaching 84.350 N/A 45,187.03
Indirect:
Special Education Cluster:
Florida Department of Education:

Special Education - Grants to States 84.027 262, 263 3,717,296.63

Special Education - Preschool Grants 84.173 267 131,127.84
St. Lucie County District School Board:

Special Education - Grants to States 84.027 None 22,971.00
Washington County District School Board:

Special Education - Grants to States 84.027 None 1,582.79
Total Special Education Cluster 3,872,978.26

Florida Department of Education:

Adult Education - State Grant Program 84.002 191 320,918.87
Title | Grants to Local Educational Agencies 84.010 212, 222, 223, 228 2,507,931.19
Migrant Education - State Grant Program 84.011 217 180,843.84
Vocational Education - Basic Grants to States 84.048 151 146,520.07
Safe and Drug-Free Schools and Communities - State Grants 84.186 103 72,629.10
Even Start - State Educational Agencies 84.213 219 189,413.28
Charter Schools 84.282 298 91,710.64
Twenty-First Century Community Learning Centers 84.287 244 332,183.03 48,418.00
State Grants for Innovative Programs 84.298 113 51,033.96
Education Technology State Grants 84.318 121 29,089.25
English Language Acquisition Grants 84.365 102 333,432.45
Improving Teacher Quality State Grants 84.367 224 677,020.89
Total Indirect 8,805,704.83 48,418.00
Total United States Department of Education 8,850,891.86 48,418.00

United States Department of Health and Human Services:

Direct:
Head Start 93.600 (3) N/A 1,903,194.84
Indirect:
Florida Developmental Disabilities Council, Inc.:
Developmental Disabilities Basic Support and Advocacy Grants 93.630 648CD06 53,000.00
Florida Department of Children and Families:
Block Grants for Prevention and Treatment of Substance Abuse 93.959 ZD057 113,245.52
Total Indirect 166,245.52
Total United States Department of Health and Human Services 2,069,440.36

United States Department of Homeland Security:
Indirect:
Florida Department of Community Affairs:
Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.036 None 25,634.19

United States Department of Interior - Fish and Wildlife Services:
Indirect:
Martin County Board of County Commissioners:
Payments in Lieu of Local Property Taxes on Exempt Lands None None 45,605.67

United States Department of Defense:

D”i‘i:‘;y Junior Reserve Officers Training Corps None N/A 70,613.89

Air Force Junior Reserve Officers Training Corps None N/A 112,897.63

Total United States Department of Defense 183,511.52
Total Expenditures of Federal Awards $ 14,209,202.31 $ 48,418.00
Notes: (1) Basis of Presentation. The Schedule of Expenditures of Federal Awards represents amounts expended from Federal programs during the 2006-07 fiscal year as determined based on

the modified accrual basis of accounting. The amounts reported on the Schedule have been reconciled to and are in material agreement with amounts recorded in the District's
accounting records from which the basic financial statements have been reported.
(2) Noncash Assistance - Food Donation. Represents the amount of donated food used during the 2006-07 fiscal year. Commodities are valued at fair value as determined at the time of
donation.
Head Start. Expenditures include $865,996.64 for grant number/program year 4CH0466/14 and $1,037,198.20 for grant number/program year 04CH0466/15.

3
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MARTIN COUNTY
DISTRICT SCHOOL BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SUMMARY OF AUDIT RESULTS

As required by United States Office of Management and Budget Cirenlar A-133, Section ___.505, the following is a

summary of the results of the audit of the Martin County District School Board for the fiscal year ended June 30,

2007:

V V V V V V VY

An unqualified opinion was issued on the financial statements.

No significant deficiencies involving the internal control and its operation were reported.
No noncompliance was reported which is material to the financial statements.

No significant deficiencies in internal control over major Federal programs were reported.
An unqualified opinion was issued on major program compliance.

No audit findings on Federal programs were reported.

Major Federal programs included: Child Nutrition Cluster [School Breakfast Program (CFDA No.
10.553), and National School Lunch Program (CFDA No. 10.555)]; Improving Teacher Quality State
Grants (CFDA No. 84.367); and Head Start (CFDA No. 93.600).

The dollar threshold used to distinguish between Type A and Type B Federal programs was $426,276.
The low risk entity threshold was applied.
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MARTIN COUNTY
DISTRICT SCHOOL BOARD
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS - FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2007

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

and Federal
Awards Finding No.

No prior Federal audit findings.
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