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REE DEPARTMENT OF AUDITS AND ACCOUNTS
T T --270:Washington Street, S.W., Suite 1-156 = -~
) oo T a Aﬁ_ama, Georgia 30334-8400 : T
Russetl W. Hinton - B e _ _ =
© _STATEAUDITOR - _ - T .
wu;mu

L T 7 Fane 29, 2007

-~ Honorable Sonny Perdue, Governor— - E

"~ Members of the General Assembly : Lt
- .. Members of the State Board ofEducanon o o we

o and - R T

Superintendent and Members of the . — o
DeKa]b County Board of Educanon— _ - — e

~—~- INDEPENDENT AUDITOR'S COMBINED REPORT ON BASIC FINANCIAL
STATEMENTS AND SUPPLEMENTARY INFORMATION - SCHEDULE OF
EXPENDITURES OF F EDERAL AWARDS -

o LadlesandGentiemen - = - - LT i—r—,:

Wehave audited the accompditying financial statements of the governmental-activities, each major
-fund, and the aggregate remaining fund information (Exhibits A through H) of the DeKalb County
Board of Education, as of and for the year ended June 30, 2006, which co]lecuvely comprise the
- _Board's basic financial Statentents as listed in the table of contents. These financial statements are
the rcspons:bxhty ofthe DeKalb County Board of Education's managemenL Our. responmbshty isto
express opinions on these-fi nanczal Statements based on our audlt - - =
. We conducted our audif in acg:brdgnc’e"with auditing standards generally accepted in the United
== =Statesof America and the standards applicable to financial audits contained-in Goverpment Auditing
~ _ Standards, issued by the Comptroller Gencral of the United States. Those standards require that we
- plan and perform the audit to obtain-reasonable assurance about whether the financial statemerits are
_free of material misstatement. An audit includés examining, on a test basxs, ‘evidence supporting the

- - amounts and disclosures in the fi nanmal statements. An audit also includes s assessing the accounting
- principles used and significant ¢ estimates made by management, as well as evaluating the overall
- - financial statement presentatmn ‘We believe that our audit prowdes a reasonable basis for our
opinions. . T R

- In our opinion, the financial statements refcrred to above present fairly;.i in alE material Fespects, the

) rcspecnve financial position of-the governmental activities, each major. fund‘and the aggregate
“-._  remaining fund information ofthe DeKalb County Board of Education; as of June 30, 2006, and the

) - respective changes in financial position. thereof for the year then- cnded in’ conformlty with
accountmg principles generally accepted in the United States of Amenca T




In accordance with Government Auditing Standards, we have also issued our report dated June 29,
2007, on our consideration of the DeKalb County Board of Education's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. 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.

Management's Discussion and Analysis and the Schedule of Revenues, Expenditures and Changes in
Fund Balances - Budget and Actual, as presented on pages i through ix and page 27 respectively, are
not a required part of the basic financial statements but are supplementary information required by
the 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 on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the DeKalb County Board of Education's basic financial statements. The
accompanying supplementary information which consist of Schedules 2 through 5, which includes
the Schedule of Expenditures of Federal Awards as required by U. S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements, and in our opinion, is fairly stated, in all material respects, in relation
to the basic financial statements taken as a whole.

A copy of this report has been filed as a permanent récord in the office of the State Auditor and
made available to the press of the State, as provided for by Official Code of Georgia Annotated
section 50-6-24.

Respectfully submitted,
. ]
'_-E.‘..QQ no.%st:_
Russell W. Hinton, CPA, CGFM

State Auditor

RWH:as
2006ARL-11



- - DEKALB COUNTY BOARD OF EDUCATION - '*——T -
= MANAGEMENT'S DISCUSSION AND ANALYSIS - T )
: FOR THE FISCAL YEAR ENDED JUNE 30, 2006 _ —:_; o

The discussion and analysis of the DeKalb County Board of Education's financial performance -
- provides an overall review of the-Board's financial activities for the fiscal year ended June 30,
Z 2006. The intent of this discussion and. analysis is to look at the Board's finanaai performance
. ~as. a whole; readers should also review the notes to the basic fmancxal statements and the
- - fmancxal statements to enhance. thexr understandmg of the Board's fi nancxal performance

Fmancml Highlights : — - ’j_ N . ) L )
Key f nancial highiights for 2006 arcas follows - - f:_

o In total, net assets increased $88 2 ‘million to $974.9 million. This. represems a 9 percent
.~ . increase from 2005. This-total i mcrease was due to govemnmental, actwmes smce the Board
_has no business-type actxvmes -

a General revenues accounted for~$552 .6 million in revenue or 52 6 percem of al] revenues.

=-Program specific revenues in"the form of charges for services, operating and capital grants

-~ - and contributions accounted for 5498 8 million or 47.4 percent of total revenues of $1.051
billion. o oT-T -

o The Board had $963.3 mulhon in expenses related to govemmental actwmes $498.8 million
-~ of -these expenses were. offset by program specific charges for _services, grants or
- . contributions. A .

_o” Among major funds, the general fund has $936.7 million in revenues and $946 2 million in
“ expenditures. The general fund's-"Net Change in Fund Balances? decrcased by $9.03 million
resulting in a change in the "Total Fund Balances" decreased from $34.8 million to $25.8
= million for the fiscal year. . The fund balance reflects the full accrual of all centracted saIanes

- T :and benefits unpaid at June 30 in full- comphance with GASB 34 regulatrons -

Using the Basic Financial Statergents : o T

= This annual report consists of=a series- of financial statements and’ hotés to: those statements,
~ - These statements are organized so_the reader can understand the DeKalb Coumy ‘Board of
Education as a financial whoie, oras.an emlrc operating entity. - .

The Statement of Net Assets and Sgarement of Activities provides information about the activities
- of the whole Board, presenting both an aggregate view of the Board's finances.and a longer-term
= . view of those finances. Fund financial statements provide the next level of detail. For
govemmcmal funds, these statements tell how services were financed in'the short-term as weli as-
what remains for future spending. —The-fund financial statements also look 4t the Board's most
significant funds. In the case of the DeKa!b County Board of Educauon the general fund is by
far the most significant fund, - _



DEKALB COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Reporting the Board as a Whole
Statement of Net Assets and the Statement of Activities

While this document includes a number of funds used by the Board to provide programs and
activities, a view of the Board as a whole requires looking at all financial transactions to ask the
question, "How did we do financially during 2006?" The Statement of Net Assets and the
Statement of Activities answers this question. These statements include all assets and liabilities
using the accrual basis of accounting similar to the accounting used by most private-sector
companies. This basis of accounting takes into account all of the current year's revenues and
expenses regardless of when cash is received or paid.

These two statements report the Board's net assets and changes in those assets. This change in
net assets is important because it tells the reader that, for the Board as a whole, the financial
position of the Board has improved or diminished. The causes of this change may be a result of
many factors, some financial, some not. Nonfinancial factors include the Board's property tax
base, facility conditions, required educational programs and other factors.

In the Statement of Net Assets and the Statement of Activities, the Board has one distinct type of
activity:

0 Governmental Activities - All of the Board’'s programs and services are reported here
including instruction, pupil services, improvement of instructional services, educational
media services, genecral administration, school administration, business administration,
maintenance and operation of plant, student transportation services, central support services,
enterprise operations, food services and interest on debt.

Reporting the Board's Most Significant Funds
Fund Financial Statements

Fund financial reports provide detailed information about the Board's major funds. The Board
uses many funds to account for a multitude of financial transactions. However, these fund
financial statements focus on the Board's most significant funds. The Board's major
governmental funds are the general fund, District-wide capital projects funds and the debt service
fund.

Governmental Funds: Most of the Board's activities are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end available
for spending in future periods. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and all other financial assets that can readily
be converted to cash. The governmental fund statements provide a detailed shori-term view of
the Beard's general government operations and the basic services it provides. Governmental
fund information helps you determine whether there are more or fewer financial resources that

-1 -




- DEKALB COUNTY BOARD OF EDUCATION = ~
MANAGEMENT'S DISCUSSION AND ANALYSIS. -
S FOR THE FISCAL YEAR ENDED JUNE 30,2006 - -~

-can be spent in the near future to. f' inance educatlonal programs. The relauonsth (or. dx[‘ferences)
-~ - between govermmental activitics- (reported in the Statement of Net Assets: and the Statement of
Actwmes) and governmental ﬁmds is rcconcxled in the financia! statements -

- Fiduciary Funds: The Board-is thctrustcc orfiduciary, for assets that belong to others, such as

school clubs and organizations withiit the principals' accounts. - The Board is responsible for

"~ — ensuring that the assets reported in these funds are used only for their-intended purposes and by

. _those to whom the assets belong. _ Thc Board excludes these activities from the District-wide
. ﬂnancnal statements because it carmot use these assets to fmance its operatmns

- TheBoardasaWhole = . -’f IR

The perspective of the statement of net assets is of the Board as a whole.” Table 1 provides a
.-~ summary of the Board's net assets for fiscal year 2006 compared to fiscal year 2005, -

. Tablel P

L~ = 7 .__Net Assets - .

: "~ ~-" - (in Thousands) =

- Governmental Activities

o T e Fiscal.. ~—. =— -Fiscal
- T Year 2006 ~-; —Year 2005
S Assets S . _
L Current and OlhcrAssets:'f o $ 182,218 _ $~ '_;173,410
Sl Capital Assets, Net _'; T 923254 - . 888,660
" Total Assets - 1 " §_ 1105472 _ $__1.062,070
. Liabilities -7 PO = -
Current and Other LIablhthS £ 116 528 —§ © .- 116,452
RN " - . Long-Term Liabilities.. - = - 14085 . 14,294
" Total Lisbilities - - | $ __ 130613 i's;-;rso 746
Net Assets B - T T
Invested in Capital Asscts, Netof S
Related Debt - ) $ 922,502 $--. 886,664
» " Restricted - 48,707 30,635
= - - ~ Unrestricted e T— _ 3650 -~ - 14025
T 7 TotalNet Assets . - $==_&@l sﬁégﬁm -

Total net assets increased $43:5 }ﬁilifc;n: i ) -~ =

. -Table 2 shows the changes in net.assets for fiscal year 2006 compared to jseﬂyeér 2005.

i - =



DEKALB COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Table 2

Change in Net Assets
(in Thousands)

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

Total Program Revenues

General Revenues:
Taxes
Property Taxes
or Maintenance and Operations
For Debt Service
Railread Cars
Sales Taxes

Special Purpose Local Option Sales Tax

For Capital Prgjects
Intangible Recording Tax
Real Estate
Alcoholic Beverages

Grants and Contributions not Restricted to

Specific Programs
Investment Earnings
Miscellaneous

Total General Revenues
Total Revenues

Program Expenses
Instruction
Sugport Services
upil Services )
Improvement of Instructional Services
Educational Media Services
General Administration
School Administration
Business Administration
Maintenance and Operation of Plant
Student Transportation Services
Central Support Services
Operations of Non-Instructional Services
Enterprise Operations
Food Services
Interest on Short-Term and Long-Term Debt

Total Expenses

Increase in Net Assets

-1V -

Governmental Activities
Fiscal Fiscal
Year 2006 Year 2005

§ 11,582 § 14,053

466,291 415,719
20978 17.225

§__498.851 $_ 446,997

$ 417387 § 388,644

3,252

63

97,729 89,085
10,982 10,710
3,817 2,849
5,920 4,693
7,568

7,730 4,224
9,078 6,321

$_552.643 §_ 517409
$1.051.494 $_ 964406

$ 594542 § 540,105

28,287 20,314
63,176 47,889
20,426 16,883
5,896 5,565
61,085 54,867
6,036 3,898
76,581 71,609
41,016 39,202
19,835 14,436
1,466 1,443
44,887 43,813
90 725

$_ 963323 $_ 860,749
S_88171 $_103.657




- DEKALB COUNTY BOARD OF EDUCATION~

Governmental Activities ™ -

" governmental program expenses. The Operations of Non-instructional Services

Schoo] Nutrition and Athlencs programs - 2

MANAGEMENT'S-DISCUSSION AND ANALYSIS - _--
FOR THE FISCAL YEAR ENDED JUNE'30,2006. < -

Instruction, Pupil Services and Improvement of Instructional Services 'compdEes 71.2 percent of

s amounted to 4.8

percent of the total governmental program expenses. These cperatmns censmt pnmanly of the

_ - " The Statement of Activities shows the costof program services and the chargcs for services and
% " -grants offsetting those services.” Table 3 shows, for governmental activities, the net cost of
services for fiscal year 2006 compared to fiscal year 2005. That is, it identifiesthe cost of these

_ sefvices supported by tax revenue and unrestricted State entitlements. __

- g - , ~"_ Table3

- - "~ _Goveérnmental Activities T
I = " _= " (in'Thousands) el
L - Net Cost of - - Net Cost of
. L Services - _Services
N = e Fiscal~ __ - Fisoal.
: e Year 2006 . Year 2005
- Instruction o 5 224765 s 206712
. Support Services - = —_ T =
) Pupil Services ~ T ) 25 392 - “18,170
] Improvement of Instructmnal Servxces - - 47 228 D -40,604
' Educational Media Scrvxces 11,837 . 8,790
- General Administration. - = - 1315~ - -1,364
B " School Administration "‘—:——7 o = - 43,644 - 39,036
o Business Administration — - - - 51957 - 3,263
" Maintenance and Operationof Plant -52,473_ - 48614
. Student Transportation Services - 34401 T 34,018
Central Support Services ™ - -19,234 = 14,407
Operations of Non-Instructional Servnces . ST e
" . 7 . Enterprise Operations - T o248 - .89
_ . —_Food Services R o T 17280 688
= | Intereston Short-Term and Long—Term Debt == 90 I
oL s “Total Net Cost of Servxces v; - $__ 447 :*SSA_H;S__;

Although program revenues make up 474 pcrcent of the revcnucs thc Board is still primarily
dependent upon tax revenues for govemmental activities. More than 37.8 percent of instruction

general revenue support is 48 2 percent ' -

_activities are supported through taxes and other general revenues; for all govemmental activities



DEKALB COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

The Board's Funds

The Board's governmental funds are accounted for using the modified accrual basis of
accounting. Total governmental funds had revenues and other financing sources of $1.056
billion and expenditures of $1.046 billion. There was an increase in fund balance of $19 million
in the capital project funds due to the sales tax proceeds collected being higher than projected
during the year. The general fund had a decrease in fund balance of $9 million. The change in
the fund balance of the general fund for the year was due to significant increases in budgeted
expenditures during the year. These increases in spending were the result of a concentrated
increase in instructional expenditures. The effort by the Board to begin to rebuild the general
fund balance, which has been severely depleted in prior years by state funding reductions which
began in fiscal year 2003, was subordinated to provide additional resources for instruction and
student achievement. This has resulted in a reduction in state eamnings of nearly $58 million over
the past four fiscal years.

General Fund Budgeting Highlights

The Board's budget is prepared according to Georgia law. The most significant budgeted fund is
the General Fund.

During the course of fiscal year 2006, the Board amended its general fund budget as needed.
The Board uses site-based budgeting based on FTE student allocations. The budgeting systems
are designed to tightly control tota} sited budgets but provide flexibility for site management.

For the General Fund, final budgeted revenues and other sources of $925.6 was exceeded by the
actual by $11.6 miliion. This difference was due mainly to receiving additional Federal funds
that exceeded the projected amounts. Better than expected investment earnings were also a
factor in the better than projected revenue forecast.

Actual expenditures of $346.3 million were 1.4 percent more than the final budgeted total of
$932.8 million. More than projected instructional salaries and operating costs contributed to the
budget variance. Additionally, the food costs for the school nutrition operations were more than
expected.

General Fund expenditures exceeded revenues and other financing sources resulting in a

decrease in "Net Change in Fund Balances” of over $9 million for the year. The additional
instruction related costs was a major factor in the decrease.

V-




I DEKALB COUNTY BOARD OF EDUCATION _ "~
. MANAGEMENT'S DISCUSSION AND ANALYSIS. 7 _
- FOR THE mscAL YEAR ENDED JUNE 30,2006 . - - -

* _ Capital Assets and Debt Admini:stfaﬁéj', o R

f
i

. Capital Assets - _:,;- '

J

T At the end of fiscal year 2006 the Board had $923.3 million mvested i captta! asséts, all in
- gdvemmiental activities. Tabe 4 shows ﬁscal year 2006 balances: compared» with- ﬁscal year
N 20_057ba1]ances i - N

— === - Tables Sl =

- ' "~ ._'Capital Assets at June 30 -

- - (Ne: of Depreciation, in Thousands) .~~~ :;-f, ]
o - ) ':-‘_:' :‘ Govemmentai -Activities
= - S eal LT Fiscal

_ DA Fiscal _ = _Year 2005

- T LT T Year 2006 g (Restated)

~ Land e s 33,536 i,s‘— 33,536
- = Congtruction in Progress . -_ . : 124, 130 - 72,177
o Buildings and Building Improvements 687 {346 - 657,150
~ = '~ lmprovements Otherthan Bulldmgs- , 2,218 981

' Equipment e 75 464, - 79581
- .. Toml T $ ggg.;g i 844,025

The primary increasés occurred in construction in progress bmldmgs and building
improvements. Due to the ongoing growth in the county, the Board has numerous construcuon
pro]ects including new bmldmgs addxtlons and renovations. R SUR

Debt Te= = T % ) — - - T

At June 30, 2006 the Board Had $752 thousand in capital leases. There-were $13.3 million in

. compensated absences and $5.7 million of the outstanding debt is due within one year. The
Board defeased all of its outstanding General Obligation Bonds in prior years.- This defeasance
was the culmination of the 1997 Special“Purpose Local Option-Sales. Tax Program with sales tax
procecds being used to enabiethe Board to become essentially debt free

f; ’I‘able S summarizes capital I leases and compensated absences outstandmg and compares fiscal
‘year 2006 balances to fiscal year 2005 balances.

~ T - -~ R




DEKALB COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Table §
Debt at June 30
(in Thousands)
Govemmental Activities
Fiscal Fiscal
Year 2006 Year 2005
Capital Leases $ 752 $ 1,996
Compensated Absences 13,333 12,298
Total $__14,085 $__14,294

The Board maintains an AA- and Aa3 bond rating from Standard and Poor's and Moody's
respectively.

Current Issues

The DeKalb County School System continues to face serious reductions in the State's "Quality
Basic Education” funding formula eamings. In addition to the over $21 million in State funding
lost in the current year, State austerity reductions have amounted to nearly $58 million through
fiscal year 2006. Additional annual reductions of $10 million and $8 million for fiscal years
2007 and 2008, respectively, having already been instituted by the State as well. Sales tax
collections from the Special Purpose Local Option Sales Tax instituted in 2002 also continue to
fluctuate versus projections. However, signs point to a rebound in collections as sales tax
revenue has shown an increase in fiscal year 2006 and 2007.

. On a positive note, the State of Georgia ended the fiscal year 2007 with a surplus and has
budgeted to reduce the amount of the funding formula reductions. The property tax digest
continues to grow at more than a 5% annual growth rate. The growth is a mix of new residential,
commercial and industrial properties and reassessment of existing properties.

Revenues in the fiscal year 2007 have been strong all school year for the Board. The Board has
taken budgetary action to see to it that the DeKalb County School System will overcome any
current or future economic challenges while increasing the working reserve to higher levels in
order to sustain the School System in the future. This action has resulted in an increase in the
School System's general fund balances of over $44 million in fiscal years 2004 and 200S.
Notwithstanding the decrease in fund balance for fiscal year 2006, the trend in increased general
fund balances is expected to continue.

- viii -




T FOR THE FISCAL YEAR ENDED JUNE 30,2006 -

: DEKA!:B’CA()U‘I\;]‘Y BOARD OF EDUCATION . _
MANAGEMENT'S DISCUSSION AND ANALYSIS - .

Contactmg the Board's Fmancial Managemem - =

' - Thls ﬁnancxal report is desngned to prowde our citizens, taxpayers, mvestors and crednors with a

general overview of the Board's finances and to show the Board's accountabthty for the money it

" receives. If you have questions-about this report or need additional finaricial information, contact

Mr. Marcus T. Turk, Chief Financial Officer, at the DeKalb County Board: of Education, 3770
‘North Decatur Road, Decatur;- Georgla, 30032, You may also e-niail-your questions tfo
marcus _turk@fc.dekalb.k12. ga us —7 — ) .
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=l - - = =
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- A =

- : DEKALB COUNTY BOARD OF EDUCATION
- = . - 7 = STATEMENT.OF NET ASSETS
- . JunEs3o, 2008

- - ‘ASSETS o
© - 7 - Cashand Cash Equivalents — -— .
- T = invesimenis - e
Accounts Receivable, Net .
" Taxes B
- State Govemnment .
c o Federsl Government - =
.. -Other _ T T
~. " - _ lhventories T DL N _
* Capital Assets - T T
= . = Land = - — = -
- - Construction in Progress o
-7 Land improvements R,
- =-. " —Buildings ) R
Equipment - =
7 Less: Accumulated Depreciation B e L
: . Total Assets - -
- . LIABILTIES - =Lz
- "~ TAccounts Payable o= = B -

= Salaries Payabls R - -
-Coritracts Payable - L LT
‘Retainages Payable = i
Deposits and Defemed Revenues e em =
" Long-Term Liablities s
Due Within One Year - c
. Duein More Than One Year S

T Total Liabiities T i

" NETASSETS —

= Invested-in Capital Assets, Net of Relatéd Debi

- Restricted for s o T .
-t -Bus Replacement ]

- - _Continuation of Federal Programs _

=~ . .- Capitel Projects : - T T T -

I

"= X7 Unrastricted ==

T ' Total NetAssets ~ .- -~ —.

- = Tota! Liabilities and Net Assets ___ - -

- . - The notes o the basic financial qtatefﬁegts are an integral péﬂ of this statement,

; "EXHIBIT "A"

i
[

~ .7 . GOVERNMENTAL

-0 o _ ACTIVITIES

_ .+ =% e7150794

o ~ 71822

- :-_ < 7 20533753
T L 47,672,809
S L = 14,827,592
oL F T 137371
- - 7. 1824783

- 33,525,949
124,120,540 -
< = T - . 2,485612
- - 980,920,085
.- = - - 135027262

T TT o8l 1105472560

R

Tl .8 _ 21509715
= = - 79482482
T - _7- 3042680
LT T - 5264906
. 247,745

~_ =+ 5718083
T2 =ro_ . 8366400

T LT T$__ 130613011
s 922502214
= el _ 1841509

- T- 8,983,538
C . T 731882162
- = = 3,650,126

5—‘:: $__~ 974859549
- .$__ 1105472560




DEKALB COUNTY BOARD OF EDUCATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

GOVERNMENTAL ACTIVITIES

Instruction

Support Services
Pupil Services
Improvernent of instructional Services
Educational Media Services
General Administration
School Administration
Business Administration
Maintenance and Operation of Plant
Student Transportation Services
Central Support Services

Operations of Non-instructional Services
Enterprise Operstions
Food Services

Interest on Short-Term and Long-Term Debt

Total Governmental Activities

General Revenues
Taxes
Property Taxes
For Maintenance and Cperations
For Debt Services
Sales Taxes
Special Purpose Local Option Sales Tax
For Capital Projects
intangible Recording Tax
Real Estate
Alcohofic Beverages
Investment Earnings
Miscellaneous

Total General Revenues
Change In Net Assets

Nat Assets - Beginning of Year (Restated)

Net Assets - End of Year

The notes 1o the basic financial statements are an integral part of this statement.

EXPENSES

CHARGES FOR
SERVICES

$ 594,542,505

28,287,290
63,176,479
20,425,854

5,895,523
61,085,219

6,036,105
76.580.529
41,015,815
19,834,540

1,466,231
44,867,211

69,955

$ 963,323,356

$ 1,918,694

1,217 961
8,445,232

$ 11,581,887




) T exumme
- PROGRAM REVENUES — .  --NET(EXPENSES}

OPERATING
GRANTS AND

CAPITAL =~ --- REVENUES
GRANTSAND ~ ANDCHANGESIN _
__NET.ASSETS

$ _ 351703049 $

[ 2,887,498

-15,657,917
8,068,835
7,187,873

—: 17441298

S mnen
5743,188
- 600,701

33277860

;CONTRIBUTIONS CONTRIB!JTIONs T -

184550683 - -224,764.894

7.240 |
280,182
519622
22946 -

. 25,392,554

. -47,228,380
TTT=—<11,837,436
1,315,296

_ - T - 43842921
841088 “-_ = 5185019
3g5,i92. - 52,473,365
872,084 T . -34.400,533
To- 0T 19233839

) 248270
1884720 T~ ~-.1279,599

§_- 456200850 §

_ 7;——_:'8_9.95_5

20978150 % - . -464.472.469

~ T~ T erreeam

. =T T T 10982486

- © 3,816,559

= - 5819713

ST 1730114

U o _ 9077788

© o~ $: = 552643547

s~ esariome

8858088471

- o7apsesas
~ ’ - -3-




DEKALB COUNTY BOARD OF EDUCATION

ASSETS

Cash and Cash Equivalents

Investiments

Accounts Receivable, Net
Taxes
State Governmeni
Federat Government
Other

Inventories

Tota! Assets

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts Payable

Selaries Payable

Contracts Payabla

Retsinages Payable

Deposits and Deferred Revenue

Total Liabilities
FUND BALANCES

Reserved for
Bus Replacament )
Continuation of Federal Programs
Inventories
Capital Projects
Unresaerved
Undesignated Reported in:
General Funad
Debt Service

TFotal Fund Balances

Tota! Liabilities and Fund Balances

EXHIBIT "C"
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2008
DISTRICT-
WIDE
CAPITAL OEBT
GENERAL PROJECTS SERVICE
FUND FUND FUND TOTAL
$ 66765533 $§ 30,338,124 § 46,537 $ 97,150,194
' 71,822 71,822
1,775,350 16,783,926 18,559,276
47,672,809 47,672,809
14,827,592 14,827,592
137,371 137,371
1,824,763 1,824,783
$ 133003418 $ 47193872 $ 46,537 § 160,243,827
$ 27505591 % 4124 $ 27,508,715
79,462,482 79,462,482
3,042,680 3,042,680
6,264,906 6,264,906
247745 247 745
$_107215818 § 9311710 $ 116,527,528
$ 1,841,509 $ 1,841,500
7,907,668 7,907,666
1,824,763 1824763
$ 37,882,162 37,882,162
14,213,662 14,213,662
$ 48 537 46,537
$___25787600 §__ 37,882,162 § 48,537 § 63.716.288
$__ 133003418 $__ 47,193,872 $ 46,537 § 180,243,827

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

.4-
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=L Tl Ee s DEKALB.COUNTY BOARD OF EDUCATION
— 7 RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
.7 © TOTHE STATEMENT OF NET ASSETS = T T
_ - - JUNE 30, 2008 -

i

TotalFufid Balances - Govemmental Funds'(Exr;'blt "C") . - © . T% 63,718,299
. Amounls reported for Governmental Activities in the- Statsment of Net Assets are
mﬂerem because

Capital Assets used in Govemmental Activitiés are not financlal resources . -
- and therefore are not reported inthe funds. Thess aésets consist of: . T T .
tand -2 T T $ 33535949 -
, Construction in Progress - : - T 424,129,540
Land Improvements - ' 2;485812
) Buildings - ) $90,920,085
. Equipment ) T - 135,027,262
- .- -~ Accumulsted Depreciation - - _ - . - T .-382.844 192
) Totel Capital Assets T - T = _ - 923,254,256

—_ Some of the Schoof District's property tax revefiies Wiflbe collscted after el
: year-end but are not evailable soon enough to pay for the current period’s R .
gxpenditures. B = = LT 1974477

" Lang-Term Liabifties ara not due and p.ay’ab!eiin'lha ¢urrent pariod and ) -
therefore are not reported as liabiiities in the' funds,~ Long-Term Liabilities i —-=
gt year-end consist of: s

. Capital Leases LT . 5 752042
- Compensated Absences - - -13,333;441
-7 Totat Long-Term gabﬂinai_ . . - T pl

- __.14,085483

$_ 974859549

=~ ‘Net Assets of Governmantal Activities (ExhibIt"AT) y

= = Y - - _




DEKALB COUNTY BOARD OF EDUGATION EXHIBIT “E"
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2006

DISTRICT-
WIDE
CAPITAL DEBT
GENERAL PROJECTS SERVICE
FUND FUND FUND TOTAL
REVENUES
Property Taxes $ 418,665,146 $ 285 § 418,665,441
Sales Taxes 20,718,738 § 97,729,322 118,448,070
State Funds 363,193,979 20,106,056 383,300,035
Federal Funds 103,866,494 - 103,886,494
Charges for Services 11,581,887 11,681,887
Investment Eamings 6,895,641 832,582 1,891 7.730,114
Misceilaneous 11,783.618 25305 11,808,924
Total Revenues $_936,705,504 $ _118,693275 $ 2,186 $_ 1055400965
EXPENDITURES
Current
Instruction $ 578,781,838 $ 578,781,838
Suppart Services
Pupil Services 28,243,898 28,243,898
Improve ment of Instructional Services 63,011,396 63,011,396
Educational Media Services 18,989,908 18,989,998
General Administration 5,804,208 5,884,209
School Administration 60,975,859 60,975,859
Business Administration 5541950 $ 34795 $ 5,198 5,581,943
Maintenance and Operation of Plant 78,165,575 76,165,575
Student Transporiation Services 41,855,004 41,955,004
Central Support Services 19,793,182 19,793,182
Enterprise Operations 1.466,221 1,466,231
Food Services Operation 43,176,252 43,176,252
Capital Outiay 99,040,848 99,040,848
Debt Services
Principal 1,242,554 541,255 1,783,809
Interest 60,606 29,349 89,955
Total Expenditures $ 946208552 $_ 00846247 § 5198 §__1,045939997
Excess of Revenues over {under) Expenditures $ -D583048 $ 19047028 S -3012 § 5,460,968
OTHER FINANCING SOURCES
Sale of Equipment $ 9,990 $ 9,990
Capital Leases . 539,621 539,621
Total Other Financing Sources $ 548,611 $ 549,611
Net Change in Fund Balances $ 9033437 $ 19047028 § -3012 §$ 10,010,579
Fund Balances - Beginning __ 84,821,037 _ 18835134 49,549 53,705,720
Fund Balances - Ending $__25787600 §_ 37882162 § 46,537 $ 63,716,299

The notes to the basic financial statements are an integral part of this statement.
-




e - DEKALBCOUNTY BOARD OF EDUCATION - = __ - . TEXHIBIT'F |
- RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF LT
- - - REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES o
o - S 1 THE STATEMENT OF ACTIVITIES ~ . T =
B . ) B = JUNE 30, 2006 - = =
- Total Net Change in Fund Balances - Govemmemal Funds (Exhihll "E") ST — 77 %8 7 100879
) . Amounts reported for G } Actmﬁes in the Statemem of Activities are . = -7
-~ diffefent because: - . ~ = I
) _Capltal QOutlays are reported as expendih:re-é in"Go;eniﬁ'mnta'i'Funds However, T 17_ -7
_ _ _inthe Statement of Activities, the cost of Capital Assets s allocated over ) T
- _ _heir estimated usefud fives asdap:eaaﬁon expense in the current period, [ EE
~ these'amounts are: T - T T
T Copltal Outiy oI LS 10413818
- o= - Depreciation Expense . -~ = ,__-22,2_’55;300 .
- ) . ~ Excess of Capital- Ouﬂay over Depreciaﬁun E;q:anse . L 81,868,518
- - = - Bemusesumeprupeﬂytaxeswmnolbewtegtadforseveralmonmsaﬂe:the ' = ’f‘{'- 'ii )
- -~ School District's fiscal year ends, they are niot considered “avaliable” revenues. o el o -1,277,846
- ~ 1n the Statement of Activities, only the gain on the sale of the aquipment is reported, . - -
- - - wh in the Go' ! Funds, the entire proceeds from tha sale increase L
’ - financial resources. Thus, the change in net assets differs from.the change in e _
fung balances by the canying value of mefeAqg'qménti solid, T s _ - -2,638,675
) Soma of the Gapital Assets acquired ﬁa!is\"yéar,w??.éﬁgan’osd with capital leases. ’ To~em T
In Govemmental Funds, a capital lease arangemsnt is-considered a source -- S = -
of financing, but in the Statement of Net Assets, the feasa obligation is T LT
reparted as.a Long-Term Liabildy. o D -839.621
<. Repaymentof Long-Term Debt is repo_r:ted a.'._:an expé?dimra in Govemmentat - .
_ Funds, but the repayment reduces Long-Term Liabiliies in the Statemant of LT T
- —=_. <. NetAssets. Inthe current year,*thesgﬁ @mounts consis{ Of: - - ;'7? _ T
I Capilal Lese Payments” ~ - - «_ == T~ 1783809
; ~Some itéms reporied in the Slatement of Activities donot require the use of I R
I - cusrent financlal rescurces and thersfore are not reported as expenditures in o L.
- Govemmenial Funds. These activities consistof: - _ o )
. Increase in Conme-psated_—ﬁA:bs_enc—;s? R ) - N -1,035.687
© ™ Change In Net Assets of Governmena) Activides (Exhibit "87) -~ Tt oS~ - §__88171,078
The noles to the basic financial statemernits are-an integrai pari of this statement e N
- - _ 7. LT
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- e DEKALB COUNTY BOARD OF EDUCATION -~~~ .~ EXHIBIT'G"
- -l - STATEMENT.OF FIDUCIARY NET ASSETS - T -
- = FIDUCIARY FUNDS =

- = = _JUNE30, 2006 e
S T TSIt AGENCY
S s N T o
Lo ASSETS s 7'_7, - = ~_ _ - -
= Gashand CashEquivalemts -~ =~ — . 0§ 2,125,007
Ascounts Receivable, Net - - 7 '
. Oter ] - o . 239383
- TotelAssets T <o 182364360
-7+ LABLITIES s T — T
Funds Hetd for Others oo el ST - . ; $ 2,364,360
- The riotes to the basic financia! s@emgi@ are an integral pant of this statement. 7_1 T i
- - -9- _ - -




DEKALB COUNTY BOARD OF EDUCATION EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2006

Note 1: DESCRIPTION OF SCHOOL DISTRICT AND REPORTING ENTITY

REPORTING ENTITY

The DeKalb County Board of Education (School District) was established under the laws of the State
of Georgia and operates under the guidance of a school board elected by the voters and a
Superintendent appointed by the Board. The Board is organized as a separate legal entity and has
the power to levy taxes and issue bonds. Its budget is not subject to approval by any other entity.
Accordingly, the School District is a primary government and consists of all the organizations that
compose its legal entity.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

The School District's basic financial statements are collectively comprised of the District-wide
financial statements, fund financial statements and notes to the basic financial statements of the
DeKalb County Board of Education.

District-wide Statements:

The Statement of Net Assets and the Statement of Activities display information about the financial
activities of the overall School District, except for fiduciary activities. Eliminations have been made
to minimize the double counting of internal activities. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other nonexchange transactions.

The Statement of Activities presents a comparison between direct expenses and program revenues
for each function of the School District's governmental activities.

e Direct expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particuiar function. Indirect expenses (expenses of the
School District related to the administration and support of the School District's programs, such
as office and maintenance personnel and accounting) are not allocated to programs.

¢ Program revenues include {(a) charges paid by the recipients of goods or services offered by the
programs and {(b) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

Fund Financial Statements:

The fund financial statements provide information about the School District's funds, including
fiduciary funds. Eliminations have been made to minimize the double counting of internal activities.
Separate statements for each category (governmental and fiduciary) are presented. The emphasis of
fund financial statements is on major governmental funds, each displayed in a separate column,



R ) DEKALB-COUNTY BOARD OF EDUCATION ‘ " EXHIBIT "H"
e NOTES TO THE BASIC FINANCIAL STATEMENTS. = - -
~ JUNE 30, 2006 R

- Note2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES’

The School District reports the foliqwigg»}néjot governmental funds: 7

- - e General Fund is the School Distriét's primary operating fund. It accounts for all financial T
B . resources of the School Dlstnct except those resources requlred tobe accounted for i inanother ’
- fund. R -

. DlSB‘lCt wide Capital Projects Fund accounts for financial resources including Special Purpose
- -Local Option Sales Tax (SPLOS’I') and grants from Georgia State Fi indncing and Investment
s 7_- Commission to be used for the. acqu1smon construction or renovation ofmajor capxtal facilities.

- Debt Service Fund accounts for !axes (property) legally restricted"for the payment of general
= !ong—term principal, interest and paymg agent's fees. =

- The—Schoal District reporis the followmg,ﬁduclary fund type: iT

"~ = Agency funds account for assets held by the School District as an agent for various funds,
' govemmems or individuals.- e - = N

BASISOF ACCOUNTING™~ == e

The basxs of accounting dctermmes whcn transactions are reported onthe ﬁnanmal statements The
" District-wide governmental and fiduciary-fund financial statements.are reported using the economic
resources measurement focus and the-accrual basis of accounting. Revenues are recorded when
] _earned and expenses are recorded at the time liabilities are incurred, regardless of when the related
" - cash flows take place. Nonexchange transactions, in which the School District. -gives(or receives)
value without directly receiving (or giving) equal value in exchange, include propetty taxes, sales
taxes, grants and donations. On an“accrual basis, revenue from property taxes is recognized in the
- fiscal year for which the taxes are levied. Revenue from sales taxes is recognized in the fiscal year
in which the underlying transaction: (3ale) takes place. Revenue from grants-and donations is
recogmzzd in the fiscal year.in wh:ch all ehglblhty requirements have been-satisfied. -

-— —_ - 1 —

The School District uses- funds to report on lts financial position and: thezesu]ts of its operatlons .
Fiind accounting is designed to demonstrate Iegal compliance and to-aid financia] management by T B}
segregating transactions related to certain governmental functions oractwmes A fund is a separate :
—accountmg entity with a self- balancmg set of accounts. ~- i

- Govemmcnta] funds are reportcd usmg the current financial resources measurement focus and the

- - modified accrual basis of accounting. Unider this method, revenues are recognized-when measurable

- ~ - and available. The School District considers all revenues reported in the governmental funds to be
available if they are co]lected within sixty days after year-end. Property taxes, sales taxes and

interest are considered to be susccpnble toaccrual. Expenditures are recorded when the related fund




DEKALB COUNTY BOARD OF EDUCATION EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2006

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

liability is incurred, except for principal and interest on general fong-term debt, claims and
judgments, and compensated absences, which are recognized as expenditures to the extent they have
matured. Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term liabilities and acquisitions under capital leases are reported as other financing
sources.

The School District funds certain programs by a combination of specific cost-reimbursement grants,
categorical grants, and general revenues. Thus, when program costs are incurred, there are both
restricted and unrestricted net assets available to finance the program. It is the School District's
policy to first apply grant resources to such programs, followed by cost-reimbursement grants, then
general revenues.

RESTATEMENT OF PRIOR YEAR NET ASSETS

For fiscal year 2006, the School District restated various Capital Assets due to errors and omissions.
The School District decreased land and construction in progress, $4,903,820 and $7,507,668,
respectively.  Additionally, the School District increased, net of accumulated depreciation,
equipment by $1,252,816 and decreased, net of accumulated depreciation, buildings and
improvements by $33,476,721. The result is a decrease in Net Assets at July 1, 2005, of
$44,635,393. This change is in accordance with generally accepted accounting principles.

CASH AND CASH EQUIVALENTS

COMPOSITION OF DEPOSITS

Cash and cash equivalents consist of cash on hand, demand deposits and short-term investments with
original maturities of three months or less from the date of acquisition in authorized financial
institutions. Georgia Laws OCGA 45-8-14 authorize the School District to deposit its funds in one
or more solvent banks or insured Federal savings and loan associations.

INVESTMENTS

COMPOSJTION OF INVESTMENTS

Investments made by the Scheol District in nonparticipating interest-earning contracts {such as
certificates of deposit) and repurchase agreements are reported at cost. Participating interest-earning
contracts and money market investments with a maturity at purchase of one year or less are reported
at amortized cost. Both participating interest-earning contracts and money market investments with
a maturity at purchase greater than one year are reported at fair value. The Official Code of Georgia
Annotated Section 36-83-4 authorizes the School District to invest its funds. In selecting among
options for investment or among institutional bids for deposits, the highest rate of return shall be the
objective, given equivalent conditions of safety and liquidity. Funds may be invested in the
following:

(1) Obligations issued by the State of Georgia or by other states,

-12-



- DEKALB COUNTY BOARD OF EDUCATION
- = NOTES TO THE BASIC FINANCIAL STATEMENTS - ~ ..
: * ~ JUNE 30, 2006

l |  Note2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES " * Ced h

(2) Obligations lssued by theUnlled States government, - - -

' I (3) Obiigations fully msured or guarameed by the United Statcs govcmmcnt ar a United
' States govermnment agency, - == e - S,

{4) Obligations of any corpoﬁrationiof the United States govcmﬂ#ht,’f‘ oo

= _ = _ = - . -
- = = _ =

" 77 (5 Prime bankers acceptancés.

"~ (6) TheLocal Govcmment Investmcnt Pool administered by the State of Georgxa Officeof -
"= Treasury and Fiscal Servxccs :

. 7 (?) Repurchase agreements and - R

- . {8) Obligations of other poixtxcal subdms;ons of the State of Georgxa ; -

The School District does not have a. foxmai pohcy regarding investment polxcxes that address credit
“ - " .. risks, custodial credit risks, concentranon of cred:t risks, interest rate nsks or: form ign currency risks.

- RECE—IVABLES R

- Reccwables consist of amounts duc from ptoperty and sales taxes, granf rexmburscmcnts dueon -
‘- Federal, State or other grants “for. expendltures made but not reimbursed-and other receivables
disclosed from information available. Receivables are recorded when either the asset or revenue
_recognition criteria has been met. Receivables recorded on the basic finaficial statements do not
= = include any amounts whlch would necessitate the need for an a!lowance for uncollectible

- = recewables S e = =2 . '
PROPERTYTAXES - R

~  TheDeKalb County Board of Commxssxoners f’ xed the property tax levy for  the 2005 tax digest year
- (calendar year) on June 14, 2005 (levy date). Taxes were dug on November 15, 2005 (lien date) and
“+ - could be paid in two installments on August 15, 2005 and November 15, 2005 (due dates). Taxes
" ¢ollected within the current fiscal year-or-within 60 days after year-end on 1 the- 2005 tax digest are
- repon;ed as revenue in the governmental funds for fiscal year 2006. The DeKalb County Tax
_ Commissioner bills and collects the property taxes for the School Dlstnct, withholds 1.25% of taxes
= 7. collected as a fec for tax collection and remits the balance of taxes co!lected {o.the School District.
- ’Propcrty tax revenues, at-the filnd.reporting level, during the fiscal year ended June 30, 2006, for
"~~~ ~maintenance and operations amounted 1o $41 8 665,146 and for school. bonds amounted to $295.




DEKALB COUNTY BOARD OF EDUCATION EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2006

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The tax millage rate levied for the 2005 tax year (calendar year) for the DeKalb County Board of
Education was as follows (a mill equals $1 per thousand dollars of assessed value):

School Operations 22.98 mills
SALES TAXES

Special Purpose Local Option Sales Tax, at the fund reporting level, during the year amounted to
$97,729,332 and is to be used for capital outlay for educational purposes or debt service. This sales
tax was authorized by local referendum and the sales tax must be re-authorized at least every five
years.

INVENTORIES

CONSUMABLE SUPPLIES

On the basic financial statements, consumable supplies are reported at cost (first-in, first-out). The
School District uses the consumption method to account for the consumable supplies inventory
whereby an asset is recorded when supplies are purchased and expenses are recorded at the time the
supplies are consumed.

FOOD INVENTORIES

On the basic financial statements, inventories of donated food commodities used in the preparation
of meals are reported at their Federally assigned value and purchased foods inventories are reported
at cost (first-in, first-out). The School District uses the consumption method to account for
inventories whereby donated food commodities are recorded as an asset and as revenue when
received, and expenses/expenditures are recorded as the inventory items are used. Purchased foods
are recorded as an asset when purchased and expenses/expenditures are recorded as the inventory

items are used.
CAPITAL ASSETS

Capital assets purchased, including capital outlay costs, are recorded as expenditures in the fund
financial statements at the time of purchase (including ancillary charges). On the District-wide
financial statements, all purchased capital assets are valued at cost where historical records are
available and at estimated historical cost based on appraisals or deflated current replacement cost
where no historical records exist. Donated capital assets are recorded at estimated fair market value
on the date donated. Disposals are deleted at depreciated recorded cost. The cost of normal
maintenance and repairs that do not add to the value of assets-or materially extend the useful lives of
the assets is not capitalized. Depreciation is computed using the straight-line method. The School
District does not capitalize book collections or works of art.

Capitalization thresholds and estimated useful lives of capital assets reported in the District-wide
staterments are as follows:

-14-



DEKALB COUNTY BOARD OF EDUCATION N
NOTES TO THE BASIC FINANCIAL STATEMENTS
- JUNE 30, 2006 =

L - Capitahzatlon -
N T — T Policy _
= Land’ o= AL -
- - _ Land Improvements B $ 100,000~ -
) Bmldmgs and Improvements —~ - $ 100,000
, Improvements Other than, Buxldmgs $ 100,000
- - ‘Equipment S o=
- - -Outdoor Equipment =~ _~ $ 1,000
- _ Vehicies - 3 1,000
. Kitchen Equipment - $ 1,000 -
Computers , . $ 1,000- -
~ . Miscellaneous Eqmpment - $ 1,000
A Buses o e 3

- _ - estimated useful lives. - e

- thc 3. DEPOSITS ANDMTMﬁNTé :

o COLLATERALIZATION OF DEPOSITS o

Official Code of Georgia Annotated-(OCGA) Section 45-8-12 prov1dcs that
" deposit at any time in any depository for a time : longer than ten days a sum of
been secured by surety bond, by- guarantee “of insurance, or by collateral. The:
- value of such surety bond and the market value of securities pledged shall be

1,000

Estimated ]
" Useful Life

- - NA
- 20 years

80 years
* ~ 20 years

"~ 15 years
7 20years
12 years

. 10 years
10 to 30 years
20 years

Depreciation is used to al]ocate the actual or estxmated historical cost of- all capxtal assets over

Lhere shall not be on
motiey which has nat
aggregate of the face
equalto not less than

110 percent of the public funds bemg sécured after the deduction of the amount of deposit insurance.
Ifa depository elects the pooled method (OCGA 45-8-13.1) the aggregate of the-market value of the

balancc -

7"~ Acceptable security for deposits consi:%ts-of any ong of or any cofnbinZtl 11

securities pledged to securea pooi of pubhc funds shall be not less than 110 percent ofthe daily pool

i

the followmg

(1) Surety bond signed by a surety»company duly qualified and authonzed to transact business -

within the Stat¢ of Georgta,

(2) Insurance on accounts prov:ded by the Federat Deposxt [nsurance C

States or of the State" of Georgla

orgoratlon,

(3) Bonds, bills, notes, cemﬁcates of mdebtedness or other dlrect obhgaucms of the United

~_ (4) Bonds, bills, notes, cemﬁcates -of indebtedness or other obhgatlons of the counties or
municipalities of the State of Georgxa,




DEKALB COUNTY BOARD OF EDUCATION EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2006

Note 3: DEPOSITS AND INVESTMENTS

(5) Bonds of any public authority created by the laws of the State of Georgia, providing that
the statute that created the authority authorized the use of the bonds for this purpose,

(6) Industrial revenue bonds and bonds of development authorities created by the laws of the
State of Georgia, and

(7) Bonds, bills, notes, certificates of indebtedness, or other cbligations of a subsidiary
corporation of the United States government, which are fully guaranteed by the United
States government both as to principal and interest or debt obligations issued by the Federal
Land Bank, the Federal Home Loan Bank, the Federal Intermediate Credit Bank, the
Central Bank for Cooperatives, the Farm Credit Banks, the Federal Home Loan Mortgage
Association, and the Federal National Mortgage Association.

CATEGQORIZATION OF DEPOSITS
At June 30, 2006, the bank balances were $120,114,182. The amounts of the total bank balances are
classified into four categories of custodial credit risk:

Category 1 - Cash that is insured (e.g., Federal Deposit Insurance) or collateralized with
securities held by the School District or by the School District's agent in the
School District's name.

Category 2 - Cash collateralized with securities held by the pledging financial institution’s
trust department or agent in the School District's name.

Category 3 - Cash collateralized with securities held by the pledging financial institution, or
by its trust department or agent but not in the School District's name.

Category 4 - Uncollateralized.

The School District's deposits are classified by custodial credit risk category at June 30, 2006, as
follows:

Custodial Credit

Risk Category Bank Balance
1 $ 480,270
2 0
3 119,633,912
4 0
Total $ 114,182

CATEGORIZATION OF INVESTMENTS
At June 30, 2006, the carrying value of the School District's total investments was $71,822 which is
materially the same as fair value. This investment consisted entirely of funds invested in the Local
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i N&e 3: DEPOSITS AND-INVESWEN’J“S - - »;_; .

- Government Investment Pool admmxstcred by the State of Georgia, Oﬁice of Treasury and Fiscal

Services which are not required to be categorized since the School District did not own any specific

- .7 .- identifiable securities in the pool: The'investmentpolicy of the State of Georgia, Office of Treasury

" and Fiscal Services for the Local Govériment Investment Pool (Primary qumduy Portfolio) does

- not provide for investment in derivatives or similar investments. A descnpuon of the Primary
qumdlty Portfolio is as fo]lows : :f = -

Thc Primary Liquidity Portfo]m consists of Georgm Fund 1, which is a- combmauon local | and state
government investment pool. “Georgia Fund 1 is a stable net asset value-investment paol which
follows Standard and Poor's criteria for AAAm rated money market funds. The pool is not
~_registered with the SEC-as an investment company but does operate Georgia Fund 1 in a manner
- . = . consistént with Rule 2a-7 of the Investinent Company Act of 1940. The. pool's primary objectives
- - are safety of capital, investment income, liquidity and diversification while maintaining principal
(31.00 per share value). Netasset valueis calculated daily and reported to the rating agency weekly

- to ensufe stability. The pool distributes earnings (net of management fees) on a monthly basis and

- and cash equivalents and investiments dre reported at cost. The pool does not issue any legally

- binding guarantees to support the value of the-shares. Participation inthe pool is voluntary and .

- dcposnts consist of funds from local.governments; operating and trust funds of Georgia's state
’ ‘agencies, colleges and umversmes and curfent operating funds of the State of. Georgla s General
Fund - - oL - T -

Wy

- Investments in Georgia Fund Tare, dxrected toward short-term mstrumems such asU.S. Trea.sury

- == obligations, securities issued or guaranteed as to principal and interest by the U, 8. Government or

- weighted average maturity of Georgia Find 1 may not exceed 60 days The wexghted average
matunty for Georgia Flmd lon ]une 30 2006 was 28 days. _ = = =

Note 4 NON-MONETARY. TRANSACTIONS e

- =The School District receives food commodltzes from the United Statcs Depamnent of Agriculture
-(USDA) for school breakfast-and’ ffunch programs. These commoditiess -are- recorded at their

- Federally assigned value. See Note 2;_ ‘Inventories LT T T
S Notes CAPITAL ASSETS { - AN

The followmg is a summary of changes in the Capital Assets durmg thc f scal year

i
W

- 7 . . ) i =

~ - values participant's shares sold and redeemed at the pool's share price, $1:00 pef share. Paoled cash

- any of its agencies or instrumentalities, banker's acceptances and repurchase agreements, The




Note 5: CAPITAL ASSETS

Governmental Activities

Capital Assets, Not Being Depreciated:
Land
Construction in Progress

Total Capital Assets Not Being Depreciated

Capital Assets Being Depreciated
Buildings and Improvements
Equipment
Land Improvements

Less Accumulated Depreciation for:
Buildings and Improvements

Equipment
Land Improvements

Total Capital Assets, Being Depreciated, Net

DEKALB COUNTY BOARD OF EDUCATION EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2006
Balances

July 1, 2005 Balances
[Restated) Increases Decreases June 30. 2006
$ 33,535,949 $ 33,535,949
72,776,965 $_ 88,732,557 $_ 37,379,932 124,129,540
$.106,312,914 $_ 88,732,557 $_ 37379982 § 157665489
$ 947,906,502 $ 43,013,583 $ 990,920,085
135,291,672 8,359,181 § 8,623,591 135,027,262
1,087,132 1,398,480 2,485,612
290,756,611 12,316,966 303,073,577
55,710,624 9,837,069 5,984,916 59,562,777
106,573 101,265 207,838
$_737,711,498 $_ 30515944 $_ 2,638,675 $ 765,588,767
$.844,024,412 $ 119,248,501 $__40,018657 $ 923,254,256

Governmenta) Activity Capital Assets - Net

Capital assets being acquired under capital leases as of June 30, 2006, arc as follows:

Equipment
Less: Accumulated Depreciation

-18-

Governmental
Funds

3 5,476,242
1,860,764

$__3615478
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-~ Note5: CAPITAL ASSETS - =~ .~ ST -
; Current year depreciation expense by ﬁmcnon 1s as follows: - B =
~ - Instuction o T:’ . T *:S E,£5,779;728
-- Support Services T S e
- - Pupil Services = T 3 7,072 _
.. Improvements of Knstrucuonal Services 283,440 »
“~ _ "~ Educational Media Services o ) 507 549_1 —
. —— .. General Administration =~ =~ L22413- 7 =
= T 7" Business Administration " - = - 821,545
-7 " Maintenance and Operation of Plant - 376, 2'43k -
- = StudentTransporlatmn Servxces_ - 2,616,379 : “4 634,641
- Food Services - = ) - 1,840,931
I * $: 222553
. Note6: RESTRICTED ASSETS . . - _ - T
*Special Purpose Local Option Sales Tax (SPLOST) funds are reported as restricted assets in the
Statement of Net Assets because its use is:limited by applicable statutofy provxsnons Restncted
= asscts at June 36, 2006, were as follows: - =
T ?_;fz :j e - 7_ f'—',_jstnct-w:de
Co- . S e . ) Capttal
T - - - L = Prmects
- Restricted Cash and Cash T .
= = _Equivalents: L ;_'“ S
~ Capital Acqmsltsons T
e Restricted Investments _ ~ [~ _©
~ Capital Acquisitions -~ -
- NoteZ; RISK MANAGEMENT = _ R

The School District is exposed to \?arsous' risks of loss refated to torts; theft of, damage to, and
" “destruction of assets; etrors or omissions; job ‘related illness or injuries to- employees, acts of God
and unemploymcnt compcnsatmn c _f _

'Ihe School District has obtamed commercnal insurance for risk of |0ss-asSaciated witH torts, assets
and acts of God. The School District has neither significantly reduced coverage-for these risks nor

"~ incurred losses (settlements) whxch exceeded the School District's 1 insurance coverage inany of the

past three years. el e T L
- ':-—7,_\ 7;;: 219 . Kf“;_i f_" -
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Note 7. RISK MANAGEMENT

The School District participates in the Georgia School Boards Association Risk and Insurance
Management System, a public entity risk pool organized on July 1, 1994, to develop and administer
a plan to reduce risk of loss on account of general liability, motor vehicle liability, or property
damage, including safety engineering and other loss prevention and control techniques, and to
administer one or more groups of self-insurance funds, including the processing and defense of
claims brought against members of the system. The School District pays an annual premium to the
system for its general insurance coverage. Additional coverage is provided through agreements by
the system with other companies according to their specialty for property, boiler and machinery
(including coverage for flood and earthquake), general liability (including coverage for sexual
harassment, molestation and abuse), errors and omissions, crime and automobile risks. Payment of
excess insurance for the system varies by line of coverage.

The School District has established a limited risk management program for workers' compensation
claims. The School District accounts for claims within the same fund as the employee's salaries and
benefits are paid. Expenses/expenditures and liability are reported when it is probable that a loss has
occurred, and the amount of that loss can be reasonable estimated. An excess coverage insurance
policy covers individual claims in excess of $500,000 loss per occurrence, up 1o statutory limit.

Changes in the workers' compensation claims liability during the last two fiscal years are as follows:

Beginning Claims and
of Year Changes in Claims End of Year
Liability Estimates Paid Liability
2005 $ 03 3234618 $ 3234618 $ 0
2006 3 0% 3,780,512 § 3.780,512 § 0

The School District is self-insured with regard to unemployment compensation claims. The School
District accounts for claims within the same fund that the employee's salaries and benefits are paid.
Expenses/expenditures and liability are reported when it is probable that a loss has occurred, and the
amount of that loss can be reasonably estimated.

Changes in the unemployment compensation claims liability during the last two fiscal years are as
follows:

Beginning Claims and

of Year Changes in Claims End of Year

Liability Estimates Paid Liability
2005 3 0$ 341,560 $ 341.560 § 0
2006 $ g s 172752 § 172752 $ 0

-20-



= District uses the vesting method to. compute compensated absences.

I DEKALB-COUNTY BOARD OF EDUCATION™. .~ . EXHIBIT "H"
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- - Note 7. RISK MANAGEMENT. . = = - STl

."* " _ The School District has purchaSgé—g s@"_e-_ti bond t6 provide additional ipsﬁr}iﬁogéo;ieiage—as follows:

7 hE PostionSovaed | 7 ‘ T - —7 T ':;1 B fAmount
- T Sijjpcrintendent o _—,_‘ T jt, {é i e 000
. Note 8 LONG-TERMDERT __ . L -
CAPITAL LEASES LT T j,__:—':“ .

The DeKalb County Board of Educatnon has entered into various lease agreemients as lessce for
vehicles; buses, solid waste system and software. These Jease agreements quahfyas capital Jeases

. for accountmg purposes and, therefore, have been recorded at the present value of the future
~ minimum lease payments as of the date of their inception.

- COMPENSATED ABSENCES
~ Compensated absences represent obligations of the School District relatmg to employees rights to
~ receive compensation for future absences based upon service aIready rendered.” This obligation
_ relates only to vesting accumulating leave in which payment is probable and can ‘be reasonably
estimated. Typically, the General Fund.-is the fund used to liquidate this Iong-tcrm debt The School

- The changes in Long—Term Debt durmg the ﬁscai year ended June 30 2066 were as follows

- R T Govcmmentgi.F}mds»,, = =
o ) T - Capital Compensated -
= .7 "=_ __Leases Absences . .. Total

?
|

Balance July 1,2005

- 1,996,230 § 12 297 754 $ 14,293 984

Additions R —;' ’ ‘—-,3 el
- _ Capital Leases = = = . 339621 ’ T T 539621
* __ Annual Leave Eamed -~ - — - 6,197,452 - 6,197.452
L Deductlons - = L
-~ 7 7 Annual Leave Unhzed‘ - - 5,161,7@5 .. 5,161,765
- - DebtRetired - - - 1,783,809 ] T - ;ﬁ 1 783 809

Balance June 30,2006 "~ S 752,042 $#1;£;;4:L sM

- "Portion of Long-TermDebt -~~~ -

S Due within One Year ~ - - $_- 219,083 § s.so’o,ootj §_.‘ 5,719,083
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Note 8: LONG-TERM DEBT

At June 30, 2006, payments due by fiscal year which includes principal and interest for these items
are as follows:

Fiscal Year Capital Leases

Ended June 30 Principal Interest
2007 $ 219,083 § 33,239
2008 144,488 22,738
2009 123,570 15,881
2010 129,399 10,052
2011 135,502 3,949
Total Principal and Interest $ 752042 § 85,859

Note 9: PRIOR YEAR DEFEASEMENT OF DEBT

In fiscal year 2003, the School District defeased certain general obligation bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the
old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not
included in the School District's basic financial statements. At June 30,2006, $43,690,000 of bonds
are outstanding and are considered defeased.

Note 10: ON-BEHALF PAYMENTS

The School District has recognized revenues and costs in the amount of $16,887,117 for health
insurance and retirement contributions paid on the School District's behalf by the following State
Agencies.

Georgia Department of Education
Paid to the Georgia Department of Community Health
For Health Insurance of Non-Certified Personnel
In the amount of $16,027,939

Paid to the Teachers Retirement System of Georgia
For Teachers Retirement System (TRS)
Employer's Cost
In the amount of $767,343

Office of Treasury and Fiscal Services
Paid to the Public School Employees Retirement System
For Public Schoo! Employees Retirement (PSERS) Employer's Cost
In the amount of $91,835

=22
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_ Note 11: SIGNIFICANT COMMITMENTS

o _‘*j "EXHIBIT "H"
NOTES TO THE BASIC FINANCIAL STATEMENTS

_ Thefoliowing is an analys:s of sxgmﬁcant outstandmg construction or renovatxon contracts executed

by the School District as of June 30, 2006 together with funding ava;]able

- . Uneamed - Fundmg
. N - Executed _~ - _7 Available
- Project R Conyracts .. . __From State
- - Avondale E!ememary School - $ 77,160~ _
" Avondale High School ~ - N 4,500 — -
- Columbia High School - - - 4802419 - $ - 1 570,318
=. - Cross Keys High SchooL - 3,606,269 ~ -
" Electrical Upgrades - Various Schools 999870 - - -
— ._ Evansdale Elementary School — -~ 1,731,800_ = -
- " Henderson Middle School- ~ — — . - 3,157,586 — —-= -
- Lakeside High School ~ - -7~ __ 3,675,407
-~ Margaret Harris High School -~ 46,000 - - -
_ McNair High School - - " =-__ - 1,630,453 297,010
~ Miller Grove High Schoal : 191,707 '~ 1,839,404
- Mountain Industrial Center __ 9:366 s
- _New McNair Cluster : V; - 11,739,680 "~ -~ . -
" New Peachtree Middle Schooi 10,111,284 — -7 6,798,120
"~ -~ Sanitary Sewer Upgrades =~ .- _ 398,000 — -
Sexton Woods Center : 4,744 o T -
~ Southwest DeKalb High School-- = - 2,039,267 - -
.. Staefa Freezer/Cooler Monitoring _ - 289,750 _
~ “Stone Mountain Middle School ™ 794,131 - "=~ = 90 131
-.  Towers High School . 9,248,468~ _
Tucker High School - 4, 199 230

Note 12: SIGNIFICANT. CONTINGENTL}ABIL]TIES

§_5884 2,2; $ M

Amounts received or receivable princiéaliy from the Federal goyemménf’ge_subject=to audit and
review by grantor agencies. This could resultin requests for reimbursement to-the grantor agency

for any.-costs which are disallowed under grant terms.
CoT dlsallowances if any, will be xmmatenal to its overall financial posmon

The Schooi Dssmct believes that such

The School Districtisa defendant in vanous legal proceedings pertaining to mati—érs incidental to the

) _ performance of routine School District operations. The ultimate disposition-of these proceedings is
*__ mot presently determinable, but zs not beheved to be material to the basw ﬁnancml statements.
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Note 12: SIGNIFICANT CONTINGENT LIABILITIES

The School District (DCSD) is a defendant in a lawsuit filed by Heery International, Inc., E.R.
Mitchell & Co., and Heery/Mitchell, A Joint Venture in DeKalb County Superior Court on February
20, 2007. Heery/Mitchell alleges that DCSD breached its contract with Heery/Mitchell for
construction program management services when DCSD terminated the Agreement and faiied to
remit payment to Heery/Mitchell for three outstanding pay applications. Heery/Mitchell claims that
it has incurred over $1 million in lost profits and other consequential damages as aresult of DCSD's
alleged breach. Heery/Mitchell also secks to recover litigation expenses, including attorneys' fees,
from DCSD, pursuant to O.C.G.A. §13-6-11. DCSD is contesting the case vigorously.

On March 23, 2007, DCSD filed an Answer and Counterclaims in response to Heery/Mitchell's
Complaint. In addition to answering Heery/Mitchell's allegations, DCSD filed counterclaims against
Heery/Mitcheli for (1) fraud, (2) breach of fiduciary duty, and (3) breach of contract. In addition,
DCSD alleges that Heery/Mitchell failed to satisfy a number of their contractual obligations relating
to, among other things, record maintenance and retention, project supervision and coordination, and
reporting to DCSD.

Although both the results and cost of litigation are uncertain, DCSD strongly believes that
Heery/Mitchell's claims are totally without merit and will be ultimately dismissed. On the other
hand, DCSD believes, based on the available evidence, that its Counterclaims against Heery/Mitchell
are strong and that the DCSD will achieve a substantial recovery against Heery/Mitchell.

The School District believes the likelihood of a material adverse outcome is remote. Accordingly,
adjustments, if any, that might result from the resolution of this matter have not been reflected in the
basic financial statements,

Note 13: SUBSEQUENT EVENTS

In the subsequent fiscal year, the voters of DeKalb County voted in favor of a Special Purpose Local
Option Sales Tax Referendum for educational purposes. The imposition of the tax, as stated in part
on the Official Ballot of DeKalb County, is as follows:

"Shall a special one percent sales and use tax for educational purposes continue to be
imposed in DeKalb County for not longer than 20 quarters, beginning July 1, 2007, toraise
not more than $645,000,000 in the aggregate for the purpose of (A) acquiring new sites for
the construction of new schools, support facilities and athletic facilities and the expansion of
existing schools and support facilities; (B) developing sites for constructing and equipping
new schools, support facilities and athletic facilities; (C) making additions to, acquiring or
renovating and equipping existing schools, support facilities and athletic facilities, and
demolishing portions of existing structures in connection therewith; (D) making system-
wide renovations, additions, and improvements to bus and parent pick-up driveways and
facility parking lots and purchasing school buses; (E) making existing lease/purchase
payments with respect to the acquisition of new and existing schools and support facilities;
and (F) modemizing technology and making system-wide technology improvements; not to

-24.-
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iNote13 SUBSEQUENT EVENT§ . RS

= exceed 3609 460,500 for the DeKalb School District, ,.. If lmposmcm of the tax is

- -approved by a majority of the voters within the DeKalb County Schoo! District, such vote
- ; shall also constitute approval of the issuance of general obligation-debt-of the DeKalb
" - -7 County School District in the principal amount of not to exceed -$300,000, 000 for the

~  purpose of funding a pomon of the DeKalb County School District. Prcuccts T

In the subsequent fiscal year, the School District issued general obhgancm bonds i 1inthe amount of-
$300,000,000. The proceeds from these bonds will be used for the acquisition, construcnon
equipping, renovation and cxpansaons of new and existing school facﬂmes -

Note 14: RELATED PARTY TRANSAGTIONS

_ The School District employed the services of Vincent Pope and Assocxatcs Inc. for various
" construction projects. This company is owned and operated by Vincent Pope, the husband of Patricia
- Pope, who is currently the Chief Operatnons Officer (COO) for thé DeKalb County Board of
Education. While some of these services were secured by a bid procedure, all were not.
- --Additionally, the contracts weresrgned prior to-Ms. Pope becoming the-School District's COO.
- Current year expendltum 10 Vmcent Pope and Associates, Inc. totaled $348, 039

- NotelS RETIREMENTPLANS ] '_‘: ) - T =T

"~ TEACHERS RETIREMENT SYSTEM OF GEORGIA (TRS) ~ -1~~~

-~ TRSPLAN DESCRIPTION - _ - = e B
_ Substantially ail teachers, administrative and clerical personnel cmployed by Tocal school systems
are covered by the Teachers Retirement System of Georgia (TRS), which is a cost:sharing multiple
, " employer defined benefit pension p]an TRS provides service retirement, disability retirement and
- - survivors benefits for its members in.accordance with State statute. “The Teachers Retirement
~ . System of Georgia issues a separate stand alone financial audit reporl and ; a "copy Can be obtained
- from the Georgia Department of Audns and Accounts - =
—_ - TRS CONTRIBUTIONS REQUIRED AND MADE : = =
- Employees of the School District who.are covered by TRS are requxred by Statc statute to contribute
5% of their gross eamings to TRS. The School District makes monthly employer contributions to
_ TRS at rates adopted by the TRS Board of Trustees in accordance with Sfate statute and as advised
by their independent actuary. The reqmrcd employer contribution rate is 9.24% and employer
: comnbunons for the current ﬁscal year and the precedmg two fiscal years are as follows:

T - R Percentage . - _ - Requxred
= - . Fiscal Year el = - Contributed ~ _ Contribution
’ 2006 e 100% - §. 51922344
2005 . 100% ~ . =~ $ 48,185200
2004 T 100% - $ 47,510,329




{This page left intentionally blank)



. 7 DEKALB COUNTY BOARD OF EDUCATION

YEA}{ENDEO JUNE 30, 2008

" GENERAL FUND -

SCHEDULE OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCES =

-BUDGET AND ACTUAL

- 7 ) R St - .
- o NONAPPROPRIATED BUDGETS ACTUAL
- o . ORIGINAL (1) ___ FINAL (1) AMOUNTS
= = = - - . = -
- REVENUES L — - T - -
- Property Taxes = T - S 42732702 5 4227327825 418665148 -
- Sales Taxes = =TT e T 16499896  _ 16408,896. - - 20.716.736 - 4
. ‘State Funds - Ce. - 354780046 - _ . 305353436 363,193,979 :
Federal Funds : - . 77283174 - . 83,748,488 _ 103,866,494
Charges for Services ot o 12100348 -, 12,100.348 11,581,887
Investment Eamings ST 2,938,008 3,441,000 5.895,641 r
- < Miscelianeous L - 12,368,978 12,780,816 1,783,819
T Totai Revenues = $__ 898703420 $ _ 823565846 $_-_ 936,705,504 -
- EXPENODITURES e T el T T
) Current e e ’ T o
B -. " instruction - = e - $ 541,881,645 $ 556,113,385 $ 578,761,838
. - ,VSuppenSeMea LT Lo N o = = -
- - ..  PupiSenices T R 19,738,492 - - 30.7B3,187.0  _ 28,243,898 b -
. - - . Improvement of instructional Services™— _ ™ _ T - 733132688  —. 70424571 63,014,396 -
Edicational Media Services  _ _ T 17,418,031 17,830,204~ 19,889,588
- General Administration e =T 4118260 - 5134991 5,884,208
T Schodl Administration T S 57.833,102 _ 58,027,781 _ 60,975,859 .
_ - . Business Administration ’ - ~ 8,249,936 --. 6,080,766 5,541,950
_ _ Maintenance and Operationof Plant ~ = A 72,466,948 - 77626777 76,165,575
B _ Student Transportation Services —-- —- - 40,168,883 43,194,838 41,955,004 ]
2+ = . Central Suppon Services T - T 19,624,568 -18,60043 - 19,793,182 :
| —_ ~  Enemprise Operations = =T 2080604 . 2390156~ 1,466,231 -
- ] Food Services Operation s 38557105 3857B705_ T 43,176.252 -
- 7~ ~ Capiat Outay Tt - T s '
. Detit Service S T e T e T 1303060 ST
Tt T TomExpenditeres - =~ . $___ 895631654 3, 032852317 S __ 048288862 | _ k
- ExcessolRevenues over under) Expenditures  ~= s 3071768 $__. _ -028647v §__ - -9,583.048 -
7 OTHERFN RCES (USES)  =. — o )
.77 ~OGthes Sources - e Tl $ 41020423 5__ 2070877 § 545,611 .
- T el TOtheruses e = = 41,830,423 = -2070877 -
) 7. TotaiOther Financing Sources (Uses) = s 05 ~ig § .- 549611 _
- - NetChenge in Fund Balances  ~ _ $ aorizes 5 .8,033,437
. Fund Batances - Beginning T 41200427 488925722 . 34821007 ’
. Fund Batances - Ending $___ 50281193 §__ 39506051 §___ 26787600 - =
7 = = ) otes to the, e Revanues E an I(UTBS hanges in Fund B ot arc Atya N
- (1) Ongtnal and Final Budget amounts do no! mdude budgeted revenues or expenditures of the various pnnupal CLOUNS.
- The accompanying schedule of revenues, axpend‘ turas and chaniges in fund balances budget and actusl™ S
. tspnssemed on the modified sccrual basis of accounlmg whu:h is-the basis of accounting used in the presen!al(on T - -
of the fund financial statements. . N - : = T ’
See noles to the basic financial statements - _:< . B
B = e _ a2 T = .
- -




DEKALB COUNTY BOARD OF EDUCATION

SCHEDULE "2°
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2008
PASS-
THROUGH
ENTITY
FUNDING AGENCY CFDA D EXPENDITURES
PROGRAM/GRANT NUMBER NUMBER IN PERIOD
Agricultlure, U. S. Department of
Child Nutrition Cluster
Pass-Through From Georgia Depariment of Education
Food Services
Schoo! Broakfast Program * 10.553 N/A 2)
National School Lunch Program * 10555 N/A $ 39,567,658
Total Child Nutrition Cluster $ 39,567,698
Other Programs
Pass-Through From Georgia Department of Education
Food Donation (1) 10.550 N/A 2324236
Total U. 8. Department of Agriculture $ 41,891,934

Corporation for National and Community Service
Pass-Through From Georgia Department of Education
Learn and Serve Amarica
Schoot and Community Based Programs 94.004 NA 3 28,483
Education, U. S. Department of
Special Education Clusler
Pass-Through From Georgia Departiment of Education
Special Education
Grents to States .
Preschoo! Grants -

84.027 N/A $ 17,428,675
84.173 N/A

791,262

Totat Spectal Education Cluster

$ 18,219,837

Comprehensive School Reform Demonstration 84.332 7.309
Fund for the improvement of Education 84.215 1,355,321
Safe and Drug-Free Schools and Communities - National Programs 84.184 176,724
Transition to Teaching 84.350 332,3%6
Pass-Through From Georgia Deparnment of Education
Charter Schoots 84.282 N/A 618,608
Comprehensive School Reform Demonstration 84.332 N/A 164,187
Education for Homeless Childrer and Youth 84.196 N/A 91,227
English Language Acquisition Grants 84.365 N/A 1,602,516
Enhancing Education Through Technology Program 84.318 NIA 937,240
Hurricana Education Recovery ‘84338 N/A {3
Improving Teacher Quality State Grants “ 84367 N/A 4,493513
Mathematics and Science Partnerships 84,366 N/A 193,064
Reading First State Grants 84.357 N/A 202,095
Safe and Drug-Free Schools and Communities - State Grants 84.186 NIA 601,796
Special Education - State Fersonnel Development 84.323 N/A 6,479
State Grants for innovative Programs 84,268 N/A 330,384
Title | Grants to Local Educational Agencies ¢ 84.010 N/A 28,750,420
Twenty-First Century Community Learning Centers 84,287 N/A 2,428,088
Vocational Education - Basic Grants to States 84.048 N/A 1,038,028

Total U. 5. Department of Education $ 61,549,330



. —DEKALR COUNTY BOARD OF EDUCATION oY

- e SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS _

- _ TYEARENDED JUNE 30, 2006 e

: -~ - : PASS.
== == -z - - THROLGH -
e ' - T OCENTIY T -
. " FUNDING AGENCY - o5 CFDA ~— - ID .~ EXPENDITURES

- _ PROGRAMW/GRANT B e NUMBER _ NUMBEER — _ INPERIOD

“Health and Human Services, U. S. Department of - -~ ’7 - }
= Pass-Through From Georgia Department of Human Resources o=~
Block Grants for Preventi andT t uof“ b e - .
Abuse — 93959 ._ NA _ % 90,000
' ) NA

— . Re'mgee and Entrant Assistance Discre!éonary Granu 93.576 - NJA- ) i 92,142
-7 —- - TotlU. S. Department of Heath aiig Human Services L. s 182,142
_ Dafense, U.S.Depertmentof . - T - —~. =
. - Dimct - == T _T
- _ Deparmen of the Air Forea B B =L
- .z R.O.Y.C. Program =s el T . s - 443,534
Department of the Army T T R .
- R.O.T.C. Program - = N 60,732
Department of the Navy S I
. . ROTC.Progem ~— . —= — - - ] o 2L 2 646,544
“: =~ - TolafU.S Departmentof Defensa. _ " -
.- . TotalFederalFinancial Assiatance.  ~ __ -
= N/A = Not Availabls . f:; - ; - _ -
s L Sef pedue of Expendiiures of Feder vards

(1) Theamount shown for the Food Donaﬁon Program represents the Federally assigned value of nonmonatary
- essistance for donated commedities received and/or consumed by the School District during the-cument fiscal year. -
) Expenditures for the funds eamed on the Sehool Breakfas! Program ($6.028,529) were not maxmamed separataly and are
included in the 2006 Nationa! Sctical Lunch: Program : =
" -. "{3). Funds eamed on tha Hurricane Education. Recovery program, in the amount of 39,918, 555 do mt requsre raponlng
of expenditures. Addmonaliy, this a amount inctu S Federa! assistance of $451,346, pmvnded to non-publk schools -

Ma)or Programs gre identified by an astaﬂsk 1 fmn! of ma 'CFDA number, - :j“— N
The Séhool District did ot provide Federaf Assutanee to any Subrecsplent - '7 - : Y

- The acoompanymg schedule of expenditures of Federal ; “swards inludes the Federal grant activity of the T
D2Kalb Caunty Board of Education and i presentad on the modified accrual basis of accounting whlch |s -

= |he basis of accounting used in the presantanon of the fund financial statements, ) ) e e L

b See notes {o the basic financial statements )
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DEKALEB COUNTY BOARD OF EDUCATION SCHEDULE *3"
SCHEDULE OF STATE REVENUE
YEAR ENDED JUNE 30, 2006
GOVERNMENTAL FUND TYPES
CAFITAL
GENERAL PROJECTS
AGENCY/FUNDING FUND FUND JOTAL
GRANTS
Bright From the Start:
Georgia Department of Early Care and Learing
Pre-Kindergarten Program $ 8,066,574 $ 8068574
Community Affairs, Georgia Department of
Local Assistance Grant 11,250 11,250
Education, Georgia Department of
Quality Basic Education
Direct instructional Cost
Kindergarten Program 26,252,412 24,252,112
Kindergarten Program - Eady Intervention Program 2,501,127 2,501,127
Primary Grades (1-3) Program 54,203,267 54,203,267
Primary Grades - Early Intervention (1-3) Program 7.128.879 7.128,679
Upper Elementary Grades {4-5) Program 25,831,202 26,831,202
Upper Elementary Grades - Eary Intervention (4-5) Program 4,240,231 4,240,231
Middle Grades (6-8) Program 2,109,867 2,109,867
Middle School {6-8) Program 44,717,074 44,717,074
High School General Education (9-12) Program 44,819,786 44,819,786
Vocational Laboratory (8-12) Program 10,103,783 10,103,783
Students with Disabiiities
Category | 5,861,382 5,861,362
Category I 6.680,116 6,660,116
Category i) 22,184,981 22,184,981
Category IV 5,913,992 5,813,992
Category V 314,301 314,301
Gified Student - Category VI 12,848,767 12,848,767
Remadial Education Program 915,019 915,019
Altemative Education Program 3,780,602 3,760,602
English Speakers of Other Languages (ESOL) 6,119,477 6,119,477
Media Center Program 7,666,194 7,666,194
20 Days Additional Instruction 2,480,985 2,430,985
Staff and Professional Development 1625714 1,625,714
indirect Cost
Cantral Administration 6,716,752 6,715,752
School Administration 16,089,429 16,089,429
Facility Maintenance and Cperati 22,679,037 22,679,037
Categorical Grants
Pupil Transportation
Regutar 4,926,522 4,926,622
Bus Replacement 872,084 872,084
Nursing Services 1,684,819 1,684,819
Principal Supplements 338,271 336,271
Food Services 2,240,586 2,240,586
Vocational Education 455,864 455,664
Austerity Reduction -21,138,565 -21,138,585
Other State Programa
Charter Schools 48,000 48,000
Health Insurance 16,027,939 16,027,939
K-8 State Reading and Mathematics Program 1,749,747 1,749,747
K-8 State Reading and Mathematics Program - Psyche Ed. 12,000 12,000
Netional Teacher Certification 366,543 366,543
Preschool Handicapped Pragram 1,415,903 1,415,903
Residential and Reintegration Services 75,315 75,315
Rule 10 Special Education Grant 74,000 74,000
Severely Emotionally Disturbed 3,210,613 3210613
Teachers' Retirement 767,343 767.343
Virtual Schools State Grant 1,850 1,850



B - e — DEKALB COUNTY EOARD QF EDUCATION

- . "= _ SCHEDULE OF STATE REVENUE

- = - - =YEARENDED JUNE 30, 2006 D T

T GOVERNMENTAL FUNDTYPES™—-

- - ~ TTEGAPITAL_ T
. o . s GENERAL . _PROJECTS. - ) g
. - .  AGENCYFUNDING B - S - FUND -__TFUNDT . TOTAL
. == | GRANTS . .

- " Gebdrgia State Finandng and invastment B et T
) ~  Commission C B )
T - Reimbursement on Construtmon Prqac:s

::_, - s ioiososs s 20,106,056 v
OfﬁceofPlannmgandnget oo - oo R — : =
_ Georgia Council for the Arts ST T - : el e =~
=7 = GeomlaChalienge Program =~ = = s L 57,000
Georgia Teacher Altemative Preparation ngra 1 .. 55,200 '_ o - - - 55,200
__ 7 -Office of Treasury and Fiscal Services S o ,;_ 7: B
_ - 7 ' Public School Emplayees Retirement -~ - 91835 ~ _ - . © . 91,835 - =
T T - CONTRACT e Tl T
Education, Georgia Departmentof —
© HIVIAIDS Workshop -

- - - $_ 363193678 $— 20 108 ass $ 363,300,035
" See notes to the basic financial statements: . T - - ==
- - e e -31- e T




DEKALB COUNTY BCARD OF EDUCATION SCHEDULE "4"
SCHEDULE OF APPROVED LOCAL OPTION SALES TAX PROJECTS
YEAR ENDED JUNE 30, 2006

AMOUNT AMOQUNT
ORIGINAL CURRENT EXPENDED EXPENDED
ESTIMATED ESTIMATED IN CURRENT IN PRICR PROJECT
PROJECT COST {1} COSTS (2) YEAR (3) YEARS (3) STATUS

Property acquisition, construction
and equipping of eleven (11) new

schools, including two (2) elementary

schools, seven (7) middle schools,

and two (2) high schools;

renovations, modifications, additions

and equipment for existing schoofs;

acquisition of a warehouse facility;

and acquisition and installation of

information systems hardware and

infrastructure at afl schools and

selacted other facilities, $ 381,733,800 § 407,120,349 § 1,136,885 § 403,062436 Completed

Property acquisition, construction
and equipping a minimurn of eight (8)

new schools and two (2) new

centers; renovations, modifications,

additions and equipment for existing

schools; acquisition and installation

of information systems hardware and

Infrastructure at all schools and

selected other facllities; purchase of

both new school buses and school

buses currently under lease. 524 404 330 611,134,108 68,509,262 251513384 Ongoing

$_906,136,130 $ 1,018,254 457 $__ 09.648247 $ 654575820

{1) The School District's original cost estimate as specified in the resolution calling for the Imposition of the Local Option
Sales Tax.

(2) The School District's current estimate of total cost for the projects. includes all cost from preject inception to complation.
(3) The voters of DeKalb County approved the impesition of a 1% sales lax to fund the above projects and retire

associated debt. Amounts expended for these projects may include sales tax proceeds, state, local property
taxes and/or other funds over the life of the projects,

See notes to the basic financial statements.
-32-



- - ADEKALB COUNTY BOARD OF EDUCATION -l SCHEDULE 'S
= GENERAL FUND < GUALITY. BASIC EDUCATION PROGRAM (QBE)—~ -~ -. ~
"ALLOTMENTS AND EXPENDITURES BY PROGRAM -~ - T
.. YEAR ENDED JUNE 30, 2006 = s L
== —=ALLOTMENTS oL - _
e . T = "= FROMGEORGIA -
e - < 7 = DEPARTMENT OF ELIG!BLE QBEPRO ggw COSTS -
gé CRIPTION - __ == -- —EDUGATION {1)(2) SALARIES opswmous - "TOTAL
Direct Instructional Programs b _ - . ,; LT B -
Kindergarten Program -8 31262744 § 35554652 3§ 61846 $ 35,615,498
Kangemarten ProgmmEarfymtervenﬁonProgram B 3,238,525 807,159 L - 807,159
Primary Grades (1-3) Program 7 99,903,148 73,918,302 - 1,810,025 75,828,327
Primary Grates-Eanly Intervention {1-3) Program LT - . 8,387.038 2,744,619 I 2,744,818
Upper Elementary Grades {4-5) Program- - - 33452828 42114847 I T 42,114,647
=Upper Elementary Gredes-Early Intervention- (M) - . -
Program - - 5,636,043 354,292 s e 354,292
"_Middle Grades (6-8) Program S L e . 3,086,907 30,224,963 184,486 30,408,449
Middle Schoct (6-8) Program o T - 57,814,345 66,450,881 1,070,383 _ 67,521,264
High Schoot Genaral Educstion (9-12)Program o . 57,667,441 74,659,106 =2,918,738 71,577,842
Vocational Laboratory {912} Program - - - 12,851,368 11,409,216 . 918,854 12,328,070
- Students with Disabilities ) 52,746,553 431 e 431
- Category | o T 38,085,116 T-2.218821 - 41,204,037
"~ Category It -~ 7 - 57925980 30603 5,825,193
. Categery hil = = = 22,385843 - 85480 ~22,4561,323
- ~Catagory IV - N T 4824504 - - 38203 4,862,797 -
_ CateguyV E I ' 787,982 - - 418 792,168
Gifted Student - Categary Vi o 16,425,494 11,111,773 -, 10,362 11,122,135
~Remedial Education Progrem = T 1,209,175 8774436 - .. - 8,774,138
Altemative Education Program o B - 4,884,895 1,784,609 - - -36,74% - 1,821,350 o
-- English Speakers of Other Languag (ESOL) o 702708 10078607 ~_ - = - -- 10,078,607
_TOTALDIRECTINSTRUCT!ONALPROGRAM T 8§ T 367.338312 § 442743428 % - 9488 216 s 452,232,344
Me:ﬁacenier Program _ 10,141,327 17,462,054 B 1.554.175 . 19,316,229 - ,_L
Staff sind Professional Development _ oS s . To . 213057 _ 1488205 ~. 755853 2,240,058
TOTAL QBE FORMULA FUNDS AR _ 379,593,696 3 _ 461689687 § 12098944 §__ 473,788,631 -
{1) Cem;msed of Stats Funds plus Local Fwa Mm Shsre - . - - -
(2) Allotments do not Include the impactof xho State budgctaus:emy reduction. N B
See noles to the basic financiai statements B B
. -33. - . _



SECTION 11

COMPLIANCE AND INTERNAL CONTROL REPORTS
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LT DEPARTMENT OF- AUDITS AND Accoumsi )

- - .270 \Wshmgton Sn'eet,SW Suite 1-156 - e
- » Atlanta, Georgia 30334-8400 T e o L

¢

—~Russell W. Hinton = = =

- Ladiesand Gentlemen: = . . - -

STATE AUDITOR . Tm T el
(oyestTs - c - R '

;a Henorable Sonny Perdue, Governor - .-7_7_ .
“Members of the General Asscmbly - . el =
- Members of the State Board of Educanon - T
. and - - _

- _ Superintendent and Members of the ™ - _
— DeKalb County Board of Education - . - =

E ;I{EéORT' ON_[NTERNAL CONTROL OVER FINANCIAL ~“REPORTING AND_ON
- COMPLIANCE_AND_OTHER_MATTERS BASED ON AN AUDIT OF FINANCIAL
 SIATEMENTS_PERFORMED IN_ACCORDANCE WITH_GOVERNMENT. AUDITING

- STANDARDS el R

w ‘l}

© We' have audited the ﬁnancnal statements of the governmental activities, each ma;or fund and the

" aggregate remaining fund informationof DeKalb County Board of Education.as'ofand for the ycar ...

"~ - “ended June 30, 2006, which collectively comprise DeKalb County Board of Education's basic
financial statements and have iSsued our report thereon dated June 29, 2007. We conducted our

_ - auditin accordance with-auditing standards generally accepted in the United States of America and
.. “the standards applicable to financial auditscontained in Government Audltmg Standards, issued by
= the Comptroller General of the Umted States.. LT

- ,Internal Control OverFmancxalRepomng - ST = -

Tn'planning and performing our dudu,_we consndered DeKalb County B'oan; of Edﬂcatlc;n 's internal

"~ - --control over financial reporting-in ofder to determine our auditing procedures for the purpose of

expressing our opinions on the fi nan¢ial statéments and not to provide an opinion- on the internal
__conirol over financial reporting. However, we noted certain matiers involving the internat control
~ ogver financial reporting and its operatmn that we consider to be reportable conditions. Reportable
_conditions involve matters coming to our attention relating to significant deficieficies in the design
" Tor operation of the internal control-over-financial reporting that, in our 3udgment could adversely
affect DeKalb County Board of. Education's ability to record, process, summarize and report
fi nanc!al data consistent with-asscrtions of management in the financial statements.. Reportable
conditions are described in the accompanying Schedule of Findings and Questioned Costs as items
F$-6441-06-01, FS-6441.06-02, FS—6441 -06-03, FS-6441-06-04, F S-6441 06 05 and FS-6441-06-

- 06 - -

f

!

I
Il

2006YB-40 ‘:-’_ , SR

B - - ==




A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstaternents
caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal controt that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses. However, of the reportable conditions described
above, we consider items FS-6441-06-02 and FS-6441-06-06 to be material weaknesses.

Compiiance and QOther Matters

As part of obtaining reasonable assurance about whether DeKalb County Board of Education's
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government

Auditing Standards.

This report is intended solely for the information and use of the management and members of the
DeKalb County Board of Education and is not intended to be and should not be used by anyone
other than these specified parties.

Respectfully submitted,

e WS

Russell W. Hinton, CPA, CGFM
State Auditor

RWH:as
2006YB-40




DEPARTMENT OF AUDITS AND ACCOUNTS

- -270 Washington Streef, S.W., Suite 1-156 : :
' Allanta, Georgia 30334-8400 o 45' - L ,,

Rnssellw Hinten - - - . - .-

STATE AUDITGR — -

400 s55-2474 - . - = T LT = - 7 T C o

- Honorable Sonny Perdue, Governor. o ~
Members of the General Assembly

- _Members of the State Board of Educatzon - ) - o a-

] _ Superintendent and Members of tbe L

~.LadicsandGentlemen: - R o

and - - o= f*\,‘ -

DeKaib Coumy Board of Educatmn ~- _'T? - s e :

PROGRAM AND ON [NTERNAL LONTROL OVER COMPLIANCE IN ACCORDANCE WITH

OMB CIRCULAR A-133 R

Comgliance Tl - N

o= We have audited the comphance of EeKalb County Board of Educatnon with the' types of

comipliance requircments described-in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are appmable to each of its major Federal programs for the year

) ended June 30, 2006. DeKalb County Board of Education's major Federal programs are identified in

~the Summary of Auditor's Résults Section of the accompanying- Schedule of Findings and
Questioned Costs, Comphance with"the requirements of laws, regulations, contracts and grants
applicable to each of its major Federal programs is the responsnbnhty of DeKalb County Board of
Education's management. Our.responsibility is to express an opinion on. DeKalb County Board of
Education's compliance based -on our. audxt - : e e -

We conductcd our audit of cémpl xgpi:e in ’accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
-Auditing Standards, issued by thie.Comptroller Generat of the United Statés; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations.” Those standards and
OMB Circular A-133 require that. we-plan and perform the audit to obtain Teasonable assurance
about whether noncompliance with the types of compliance requirements referred fo above that
- could have a direct and material effect on a major Federal program occurréd.” An audit includes

- —-examining, on a test basis, evidence about the DeKalb County Board of}:iducatmn s compliance with

20065A-65 el A




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. QOur audit
does not provide a legal determination on DeKalb County Board of Education's compliance with
those requirements.

As described in item FA-6441-06-03 in the accompanying Schedule of Findings and Questioned
Costs, DeKalb County Board of Education did not comply with requirements regarding Special
Reporting that is applicable to its Husricane Education Recovery (CFDA 84.938) Federal program.
Compliance with such requirements is necessary, in our opinion, for DeKalb County Board of
Education to comply with requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, the DeKalb
County Board of Education 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, 2006.

Intemal Contro] Over Compliance

The management of DeKalb County Board of Education 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 DeKalb County Board of Education's internal control over compliance with 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 and to test and report
on internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control over compliance
that, in our judgment, could adversely affect the DeKalb County Board of Education's ability to
administer a major Federal program in accordance with applicable requirements of laws, regulations,
contracts and grants. Reportable conditions are described in the accompanying Schedule of
Findings and Questioned Costs as items FA-6441-06-01, FA-6441-06-02 and FA-6441-06-03.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce fo a relatively low level of risk that noncompliance with
the applicable requirements of laws, regulations, contracts and grants caused by error or fraud that
would be material in relation to a major Federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. Qur consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses,
However, of the reportable conditions described above, we consider item FA-6441-06-03 to be a
material weakness.

2006SA-65



“' ; mtended to be and shouid not be used by anyone other than these spec:ﬁed partnes

— This report is intended solely for the information and use of the management, =r:ht{rnbiéx's of the
DeKalb County Board of Education, Féderal awarding agencies and pass-through entmes andis not

_ RWH:as
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Respectfully subnptteg; o

Rufssell W. Hinton, CPA CGFM
State Auditor




SECTION 111

AUDITEE'S RESPONSE TO PRICR YEAR FINDINGS AND QUESTIONED COSTS



. DEKALB COUNTY BOARD OF EDUCATION ’—: f o
- AUDITEE'S RESPONSE - - 2
- SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS

_YEAR ] ENDED JUNE 30,2006 - ~ . =

" PRIOR YEAR FINANCIAL STATEMFNT FINDINGS AND QUESTIONED COSTS

_ FINDING CONTROL NUMBER ANDSTATUS ST

o FS-6441-04-0] o Prekusly Reported Correcttve Actxon Implcmemed
- F5-6441-04-02 * 7 = Further Action Not Warranted ~ ~-7=_~
) FS-6441-05-01 - - Previously Reported Corrective Action Implemented
- . _F5-6441-05-02 el A}‘reygously Reported Corrective Action Implemented
FS-6441-05-03 - _- Unresolved - See Corrective Action/Responses
F58-6441-05-04 e :Pam‘ally Resolved - Sce Corrective Action/Responses
FS-6441-05-05 EE .. Unresolved - See Corrective. Actxon/Responses

CORRECTIVE ACT]ON/RESPONSES T T T T AT

REVENUES/RE‘CEIVABLES?’RECEIPTS T &
EXPENDITURES/LIABILITIES/DISBURSEMENTS LT ’
- Inadequate Internal Controfs over School Activity Accounts -

Finding Control Number FS-6441 -05-03 2

The Board will prov;de dddxtlonal trammg and support to_ gnsu;e_ controls over school
" - - activities are followed.as designéd. The internal audit staff of the: Board will contmue 10
perform local mtemal audlts and review compliance. -

T PROCUREMENT ~_ .77 oL
-~ - Inadequate Controls over.the-Bid Process e
- -~ Finding Contro} Nurﬁbe r..FS 5644i-05-04 i #“ o

The Board commxssnoned the audit firm of Rubino and McGeehm to conduct an”
" independent forensic_audit of-the Board's capital building program. This audit was
" completed and the reportissuéd-on June 1, 2006. Similar findings were included in the
- firm's report and a detailed improvement plan was developed and-is. bemg implemented by
~  the Board's Chief Operanons Officer, Ms. Patricia Pope. ~a 2

~  CAPITAL ASSETS -~ - T el -
= Failure to Adequately Maintain Capital Assets - -
' Finding Control Number' FS—6441-05-OS

The Board has estabhshed procedurcs to propetly identify capxtahzable purchascs using
the accounting software and charges made to equipment account codés: The property audit
and faculties departments now hold periodic meetings to-review the status of capital
projects and assets being recorded. The property audit departmcnt is working to ensure
that amounts submltted to the Georgla Department of Education 3 agree wnh the subsidiary
ledgers. .

i
!




DEKALB COUNTY BOARD OF EDUCATION
AUDITEE'S RESPONSE
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2006

PRIOR YEAR FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING CONTROL NUMBER AND STATUS

FA-6441-05-01 Partially Resolved - See Corrective Action/Responses
FA-6441-05-02 Previously Reported Corrective Action Implemented

CORRECTIVE ACTION/RESPONSES

ACTIVITIES ALLOWED/UNALLOWED
ALLOWABLE COSTS/COST PRINCIPLES
Unallowable Expenditures

Amount: $453,668

Finding Control Number: FA-6441-05-01

The Board has established a procedure to charge Federal programs the direct amount of
alternative benefit plan charges for fiscal year 2007. The Board will reimburse Federal
programs for any reclaim of funds as determined by the Georgia Department of Education
or the grantors.






DEKALB COUNTY BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2006

I SUMMARY OF AUDITOR'S RESULTS

1. Type of Report Issued on the Financial Statements
The auditor's opinion on the DeKalb County Board of Education's financial statements was

unqualified.

2. Reportable Conditions in Internal Control Disclosed by the Audit of the Financial Statements
The audit report for the DeKalb County Board of Education disclosed financial statement
reportable conditions related 1o the following control categories.

Expenditures/Liabilities/Disbursements General Ledger
Revenues/Reccivables/Receipts Capital Assets
Procurement

Of the reportable conditions described above, Procurement and Capital Assets are
considered to be material weaknesses.

3. Noncompliance Material to the Financial Statements
The audit of the DeKalb County Board of Education disclosed no instances of
noncompliance that were deemed to be material to the financial statements.

4. Reportable Conditions in Internal Control Over Major Programs
The audit report for the DeKalb County Board of Education disclosed reportable conditions
in internal control over major programs for the following compliance requirements.

Activities Allowed or Unallowed Eligibility
Special Reporting

Of the reportable conditions described above, Special Reporting is considered to be a
material weakness.

5. Type of Report Issued on Compliance for Major Programs
The auditor’s opinion on the DeKalb County Board of Education's report on compliance with
requirements applicable to major programs was unqualified except for Hurricane Education
Recovery, which was qualified.

6. Audit Findings Required to be Reported by Section .510(a) of OMB Circular A-133
The DeKalb County Board of Education's audit disclosed audit findings required to be
reported by section .510(a) of OMB Circular A-133. These audit findings are included in
section 1V of this report.
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I SUMMARY OF AUDITOR'S RESULTS : o=

g 7 _Ma]or Programs -
~ Federal awards audited as majar programs are as follows: .=

_ T FINANCIAL STATEMENT F [NBINGS AND QUESTIONED ( COSTS= E~ =

- 10.553 FoodServices - School Breakfast Program =~ =~

10,555 Food Services - National School Lunch Program - . — =
84.010 Title I Grants.to Local Educational Agencies -~ - == — -

84.027 Special Education-- Grants to States -

- 84.173 Special Educatiori - Preschool Grants e

84.367 Improving Teacher Quality State Grants o

84.938 Hurricane Education Recovery e

8. Type "A" Program Dollar Threshold - s
~ The dollar threshold for type MA" programs was $3,000,000. - - %~

9. Low Risk Auditee a : ' )

- The DeKalb County Board of Educatton did not quahfy as.a low. nsk audltee as def’med by
. Section .530 of OMB ercular A-133 = =

i

REVENUESRECEIVABLES/RECEIPTS e T T

EXPENDITURES/LIABILIT!ES/DISBURSEMENTS -~ == =

GENERAL LEDGER

_ Inadequate Internal Control Procedures over School Activity Accounts - T

Reportable Condition

_ Finding Control Number: FS: 64_4 06 §' ' . T

~ Condition:

~ Questioned Cost:

Information:

Thisis a repeat ﬁndmg (F S-6441 -05-03) from the year ended June 30, 2005.
The accounting procedures of the School District.were-insufficient to provide
for adequate internal-controls over the school activity-accounts
The School District’s management is responsible for -designing and
maintaining internal controls that provide -reasonable assurance that
transactions are processed according to established procedures:

NA - - S

Revcnucs/Rece1vabies/Recelpts ST
A review ofone hundred receipts revealed the: foliﬁwmg deﬁcnenc:es
“Forty-tworeceipts were not deposited-in_atimely manner.
-Students were not given receipts for ten items reviewed.

~Twor regelpts were not recorded accurately in the accounting system.
- One receipt did not agree with the deposit amount.

'e e e @
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11 FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

REVENUES/RECEIVABLES/RECEIPTS
EXPENDITURES/LIABILITIES/DISBURSEMENTS

GENERAL LEDGER

Inadequate Internal Control Procedures over Scheol Activity Accounts

Reportable Condition

Finding Control Number: FS-6441-06-01

Cause:

Effect:

Recommendation:

o Athletic gate receipts were not reconciled to prenumbered tickets.
e An incorrect charge code was used for sixteen receipts reviewed.

Expenditures/Liabilities/Disbursements
A review of one hundred expenditure vouchers revealed the following
deficiencies:
+ Thirty-seven vouchers did not include an original invoice.
e Ten voucher packages did not contain an invoice.
e The check amount did not agree to the invoice for four vouchers
reviewed.
o The "Authorization of Payment" form was not properly approved for
four vouchers reviewed.
¢ An incorrect charge code was used for nineteen vouchers reviewed.
e Prior approval was not required for any of the items tested.

General Ledger
Receipts and disbursements included transfers between activities. Revenues
and expenses are both overstated by $1,514,599.

These deficiencies were a result of management's failure to ensure that
internal controls were established, implemented and functioning at the school
level.

Errors and/or irregularities may not be detected in a timely manner.

Management should revise and monitor controls to provide reasonable
assurance that transactions are processed according to established
procedures. In addition, management should ensure that appropriate
elimination entries are posted to the general ledger to eliminate duplicate
reporting which caused overstatements of revenues and expenses.
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" - PROCUREMENT e ‘ =
- .- Inadequate Controls over the Bid Process o
. 'Reportable Condition - Material Wéakness - - o Ir =T e L
o Fmdmg ‘Control Number: FS 6441 06 02 SR

, -Condmon: The. School Dlstnct did not retain school construcnon pmjcct files in
- = accordance with the policies adopted by the School District. Therefore,
e e . management could not document comphancewnh State lawsand regulations
- T . as discussed in a finding (FS-6441-05-04) from year ended June 30, 2005,
- Criteria: The Georgia Archives' Refention Schedules for Local Government Records,
: ) ' which has been adopted by the School District, states that school construction
CoL i project ﬂles must be retained for the life of the famhty ;’ - :

- Managemem of the School District is - responsxble _for- designing,
RS TIE lmplememmgLand documentmg mlemalcontrols reiatcd to the constriiction
’ - bid process to-ensure that: - =

e Alf construction projects entered into are adequately planned in

e accordance-with OCGA §36-91-20(b) which states: "Plans and

~ _ " specifications shall be available on the-first day of the advertisement

. and Shall be-open to inspection by the public. The advertisement

- ““shallinclude such details and specifications-as will enable the public
LT - " to.know: the extent and character of the work to be done...

e * Bidsare awarded to "The lowest responsibie andresponsive bidders

: 7 — __whose' b}ds meef the requirements..." as reqmred by OCGA §36-91-

20y - -

. Changcnorders are within the scope~of the szgned contract in

_accordafice with OCGA §36-91-20(b) which states: "Bid.and contract
' - documents may contain provisions authorizing the issuance of change

- - - _orders, without the necessity of additional request for bids or
e -proposals; -within the scope of the project when appropriate or
T T -necessary-in the performance of the ¢ontract. Change corders may not
- - T = " beusedto-evade the purposes of this article.” ™
- - __ The. _Gebrgia Depariment of Education's Gma‘elmes Jor Receiving
— . State Capital Outlay Funds are met for capitaloutlay projects funded
' . - with State funds. Specifically, the Project Budget uinder Preliminary
- - . : ' Planning states "Every effort should be made to get full value for the
- ~dolfar-invested in construction and to_prevent over-designing the
] —=project.” -All parties concerned should be-made fully aware of the
=L project budget. The amount of funds available for construction,
, -archifectural fees, resident engineer, survey, soil invesfigation, cost of

- ’ ’ - -loose equipment, contingencies, etc. shall'be made perfectly clear.”
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II FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

PROCUREMENT

Inadequate Controls over the Bid Process
Reportable Condition - Material Weakness
Finding Control Number: FS-6441-06-02

Questioned Cost:

Information;

Cause:

N/A

A review of 38 construction projects revealed the following:

s Bid documentation could not be provided for 35 of the 38
construction projects examined.

s Requests for Proposals (RFP) were not provided for any of the
construction projects examined.

¢ Dacumentation of change orders were incomplete for all projects
examined.

» Only 17 of 41 construction contracts requested for review were
provided.

Due to the lack of available documentation, our testing could not determine
if:
¢ Contracts entered into were adequately planned.
o Completed designs were available at the time of the advertisement of
the RFP to ensure a competitive bidding process.
» Change orders were within the scope of the signed contract.
+ Project designs and budgets were complete prior to the onset of
construction.

These deficiencies occurred because School District personnel failed to
follow established policies when the following events occurred:

¢ The School District outsources management of construction projects.
During the period under review, the School District changed
Construction Management firms. School District personnel did not
maintain proper care and custody of construction project records
during this change.

» The School District is involved in a legal matter related to certain
construction projects. School District personnel did not maintain
proper care and custody of construction project records when
providing the School District's attomey documentation related to this
legal matter.



AT DEKALB COUNTY. BOARD OF EDUCATION ~. - - = - )
) SCHEDULE OF FINDINGS AND QUESTIONED.€OSTS = - i
= -~ _YEARENDEDJUNE30,2006 =~ _ -~ == =
- FINANCIAL STATEMENT FINDING§ AND QUESTIONED COSTs S S
-  PROCUREMENT T _ L T
_ - - Inadequate Controls over the Bid Process,, - e _
. Reportable Condition - Material Weakn_jcis L S
~- Finding Control Number: F$-6441:06-02 - . N
- Effect:” The Schp_pl Qisﬁicf’ cbu’ld not document comp!iaﬁqg wiéh~§§ate laws and B
- regulations nor document resolution of deficiencics in internal controls cited -
- in prior year finding FS-6441-05-04. In addition, fraud and/or abuse of
- public funds could have occurred and remain undetected due to-incomplete .
- T documentanon of the procurement process for constructxon projects. _ - -

* Recommendation: Managcment should tevise procedures to ensure thaLrecords are retained in
- - accordance with School District policy. In addition, _procedures should be

e s == Imp!emcntcd to-document compliance with State: !aws and regulanons These
- . procedirres should be monitored for effectiveness on a regular basis. This . T
- monitoring should also be documented and retainedin accordance with the
o o School sttnct‘s adopted record retention pohcy Coms T _
- . Existing pmJects shou]d be reviewed for comphance with the School S

District's adopted record retention policy. If exceptions are noted, the School

. ) District should™ document the exceptions and make every-effort to resolve
s them. Ifan exceptxon cannot be resolved, the steps made to resolve the
ST exception and the réasons why the exception could niot’ beresolved should be -
-l adcquatcly documemcd T = - o k
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Il EINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

PROCUREMENT
EXPENDITURES/LIABILITIES/DISBURSEMENTS
Inadequate Controls over the Purchase Card Purchases
Reportable Condition

Finding Control Number: FS-6441-06-03

Condition; School District personnel utilized Purchase Cards (P-Cards) to circumvent
normal procurement procedures which require the use of a purchase order
and may require multiple bids. In addition, some P-Card transactions were
not adequately documented.

Criteria: Management of the School District is responsible for designing,
implementing, and documenting internal controls that provide reasonable
assurance that transactions are processed according to established
procedures.

Questioned Cost: N/A

Information: A review of 32 P-Card statements revealed the following:

s 28 instances were noted where an acquisition of goods/services was
split into several transactions. In doing so, Schoo! District personnel
circumvented normal purchasing procedures.

¢ Seven instances were noted where transactions where not properly
supported by an invoice.

¢ Numerous instances were noted where transactions did not include an
adequate explanation, and/or failed to specify the appropriate project
to be charged.

A review of the School District's P-Card policy noted that the policy lacked
adequate guidance on when it is acceptable for expenditures to be initialized
with a P-Card and when expenditures must be initialized with a purchase
order.

Cause: Management failed to properly define adequate policies related to P-Cards,
Existing policies related to P-Cards were not adequately communicated to
personnel initializing transactions. In addition, management failed to
adequately monitor P-Card purchases to ensure that proper procedures were
being followed.

Effect: Fraud and/or abuse of public funds can occur and remain undetected.

/_/'7'//
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"FINANCIAL STATEMENT F lNDINGS AND QUESTIONED COSTS = © -~
Tl PROCUREMENT CL e LT SR
-~ EXPENDITURES/LIABILITIES/DISBURSEMENTS -I=D

" Inadequate Controls over the Purchase Card Purchases S

. Reportable Condition - N o S

Finding Control Number: F§- 6441 06 03 : ,

R :Rgcommcndatlon. Managcment shouid revise the P-Card pohcy to deﬁne when itis acceptable

: ' and unacceptable g initialize expenditures with P-Cards. This poli¢y should

be communicated to all personnel involved =with- P-Cards. This

, ] ) communication. should occcur at least annually and ‘be adequately

T el documented. Procedures for monitoring P-Card_transactions should be

- - devéloped 50 that risky types of transactions can be mrgeted This monitoring

- : should occur on a regular basis and be documented Procedures should be

o developed to-provide additional training to personnel outlmmg consequences

I o of abuse of Lhe School District P-Card polxcy Tl -

- PROCUREMENT R SR E

EXPENDITURES/LIABILIT}ES/DiSBURSEMENTS T LT ;—: -
) Inadequate Controls over the Purchase of Gift Cards T
. - >~ Reportable Condition = e Tt e el
T Fmdmg Control Number: FS—6441-06-04 - P
_ Condition: A propcr accoummg of gift card purchases was not mifntéiffed biykthe School
- : District. Gift card expenditures could not be venﬁed to _final source
- : . documcntauon S - Tt
Criteria: Management of the School District is- rcspons:ble for adoptmg sound
.- =T accounting pohcles, establishing and maintaining effective internal control,
—_— and preventmg and detectmg fraud and abuse over rii nancral reportmg
B VZQ'ug_:st_iEmed Cost: N/A ‘_; T T ‘; :___ - -
e Information: Arevxewof:P Card transactions noted numerous piT;chasés of gift cards from

- . varigus vendors fanging from $20 to $1,000 per gift card. Further inquiry
- about these purchases révealed the following=" -~ =
i ’ ' ¢ - The=School District did not have a policy_in place that provided
ST i - .guidance over the purchase or use of giff cards. -

o » _An adequate system of inventorying gift cards was not in place.

I s Invoices for items purchased with-gift cards were not required to be
’ ' - maintainedon file or to be reconciled back 1o, the total value of the
_ gift card.Therefore, adequate documematmn for thcsc expenditures

- . - was not mamtamcd R

- =

|
s
|

= . =




DEKALB COUNTY BOARD OF EDUCATION
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II FINANCIAL STATEMENT FINDINGS AND QUESTIGNED COSTS

PROCUREMENT

EXPENDITURES/LIABILITIES/DISBURSEMENTS
Inadequate Controls over the Purchase of Gift Cards

Reportable Condition

Finding Control Number: FS-6441-06-04

Cause:

Effect:

Recommendation:

Management failed to develop policies that address the purchase of gift

cards.

Fraud and/or abuse of public funds can occur and remain undetected.

Management should develop an extensive and detailed policy over the
purchase and use of gift cards. The policy should address, but not be limited
to, the following:

The fact that unused gift cards should be kept in a secure location -
treated in the same manner as cash.

The need for a system of accounting for gift cards at the District
level. This inventory, at a minimum, should include the gift card
number, vendor, amount, purchaser, and purpose. As gift cards are
utilized, the individual using the card should be required to sign out
the card. The signer's information should also be included on the
inventory.

The need for periodic physical inventory counts.

Acceptable uses for gift cards.

A requirement to complete a reconciliation of items purchased with
the gift card to the total value of the gift card. This reconciliation
should include all pertinent information about the gift card such as
gift card number, vendor, amount, purchaser, individual using the
card, and purpose. Original invoices for items purchased with the gift
card should be attached to the reconciliation. The reconciliation
should be submitted to the central office for review.

This policy should be communicated to all personnel involved with gift
cards, This communication should occur at least annually and be adequately
documented. Procedures for monitoring gift card activity transactions should

be developed. This monitoring should cccur on a regular basis and be
documented,
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IL INANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS‘

. ~GENERALLEDGER - -f;' S 17_ S

- -. Inadequate Control over Subsidiary Ledgers - T
== Reportable Condition - . T

Fmdmg Control Number: FS- 6441 06 05 - ' N f—’;f: -

, Ccmd;l:on. The School Dlstnct faxled to reconcile general ledger accodnt balances tothe

subsidiary records - - o=t -

- Cn'teria; : Management of the .School District is respcmsxble “for’ “designing,

!

implementing, and documentmg internal controls that provide reasonable
assurance that traiisactions are processed according to establlshed procedures
and that thc fi nancral statements are presented fall’l)l*
Chapter 22H Breparmg for a GASBS 34 Audit of the E| mancnal Management

“Local Units of Administration-- (FMGLUA) states that
management of the School District has “a responsibility to provide certain
information to- facilitate the audit process. and. to -allow the auditors to -
maintain their independence.” The FMGLUA fiirther states that listing of all

accounts rec€ivable and accounts payable at June 30-for the year under audit - — .

and documentation of subsequent year receipts demonstratmg the collection =
of the accounts recewable should be provxcled for audlt purposes

Questioned Cost: ~ N/A .- S - - N

“Information: Our exammatlon of the accounting records revealed that the School District
- = did not prowde for adequate general ledger procedures as follows: -
- - : » Listings of accounts payables and accounts recewables were not - '

e _prepared in.a i timely manner. ‘ ' )

e T ¢ The accounts payable listing mcluded an umdemlﬁed beginning

balance in:the amount of $147,905. e
 ‘The accounts receivable listing included an umdennﬁed beginning
: _ - balarice | i lhe amount of $119, 923 - ’*-AA,_ -~ -

‘Cause: Managemcnt faxled % ‘implement internal controlslto ensure ‘that general
' lcdger accounrs arc reconciled with subsxdxary records

Effect: Ezrors:encj/er-lgregqlantles may not be detectqd ina t_1mejy_ manner,

" Recommendation:  The Scho6l-District should implement internal controlsto ensure that all

R subsndxary reports are propcrly reconciled to the general ledger

= El» ;-710- "%'7‘:7_ :
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I FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

CAPITAL ASSETS

Failure to Adequately Maintain Capital Assets
Reportable Condition - Material Weakness
Finding Control Number: FS-6441-06-06

Condition: This is a repeat finding (FS-6441-05-05 and FS-6441-04-02) from the years
ended June 30, 2005, and 2004, respectively. The School District failed to
adequately maintain the capital assets records.

Criteria: Chapter 37 Fixed Assets of the Financial Management for Georgia Local
Units of Administration indicates that School Districts must establish fixed
asset policies, define system requirements, implement a fixed asset system
and maintain fixed asset inventory records.

Questioned Cost: N/A

Information: A review of the School District's Capital Asset policies and procedures and
refated Capital Asset records noted deficiencies as discussed below:

¢ The fiscal year 2004 audit noted unrecorded Buildings and Building
Improvements additions totaling $27,337,252. The amount was
removed from Construction in Progress, but inadvertently omitted
from additions to Buildings and Building Improvements. A current
year audit adjustment was proposed and made to record this material
omission in the School District's basic financial statements.

e The School District restated various Capital Assets due to errors and
omissions which resulted in a decrease in Net Assets at July 1, 2005,
of $44,635,393, This restatement was necessary because of the
following deficiencies:

o] Management failed to verify that the fiscal year 2005
Construction in Progress Analysis footed.

o} Management failed to verify that a building placed in
service in fiscal year 1991 was entered into the system at
the appropriate amount.

o} The physical inventory of equipment was not effective in
ensuring that significant equipment additions were
capitalized in previous years.

o A reconciliation of capital asset additions to capital outlay
expenses was not performed in previous years.

/_/'1]'_’/
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LAPITAL ASSETS

Z Failure to Adequately Maintain Capnal Assets - ) S *f;i‘- -
" chortablc Condition - Material Weakness™ - - i Te i '
- FmdmgComrol Number: FS-6441 06 06 ' Tl =

. ’[he 2006 Constructlon in Progress Analysxs as ongmal}y presented
for audit, contained significant misstateéments due to calculation
errors made by School District personnel: -The ending Construction
“in Progress balance did not include- begmnmgbalances for retainage

’ payablEs This error in the calculation resulfed in a net change of
- approximately $2 037,464 in Construction in Progress. In addition,
School. District personnel added an uficarfied executed contract

- balante of $1,630,453 for one project in error to-Construction in
Progress at June 30, 2006. An audit adjustment was proposed and

- made fo correct -this error in the School Dlstnct's bas:c ﬁnancxa!
‘statements. - —

o The Capitdl Assets listing presented foraud it- faxled to.include current
year additions for Construction in Progress fora spemf’ ¢ vendor fora
“Wide Ared Network (WAN) system upgradé totaling $12,237,733.

‘- - Anauditadjustment was proposed and made to record this omission

inthe Séhool District's basic financial statements, ™

« The School District failed to reconcile” cuffent.year capnal asset

~ additions to current year capital outlay expcnd:tures .

e Thebalandes onthe School District's subsidiary ledger (FASGov) did

not reconicile to the amounts posted to the general-ledger; therefore, -

‘materially correct balances were not. submxtted to-the Georgia
~Dcpartment of Educauon as required.- . -

J*‘ ! :1“

The School sttnct failed to properly mamtam |ts capnal assets records in

accordance with-the School District's approved capital assets poliey. The

School District does not adequately monitor- expenditures fo identify
capitalizable purchases. Central office personnel responsible for the capital
assets records rely on school personne! to riotify- thierii that capital assets
items are purchased in order to include the items on the:inventory listing.

The fallure of the School District to maintain a complete and accurate capltal
assets listing leads™to inaccurate internal and external reporting, as well as

noncomphance w;th generally accepted accoummg prmc1ples

== - - B T
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II FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

CAPITAL ASSETS

Failure to Adequately Maintain Capital Assets
Reportable Condition - Material Weakness
Finding Control Number: FS-6441-06-06

Recommendation:  The School District should review its capital assets records and make
appropriate adjustments to ensure that the capital assets records conform to
the School District's approved capital assets policy and generally accepted
accounting principles. The School District should implement procedures to
reconcile current year capital asset additions to current year capital outlay
expenditures on a periodic basis. In addition, the School District should
ensure that the amounts submitted to Georgia Department of Education agree
with the subsidiary ledgers.

III FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

ACTIVITIES ALLOWED OR UNALLOWED
Inadequate Intemal Control Procedures
Reportable Condition

U. 8. Department of Education

Through Georgia Department of Education
Hurricane Education Recovery (CFDA 84.938)
Finding Control Number: FA-6441-06-01

Condition: The School District did not adequately account for Hurricane Education
Recovery Act (HERA) funds provided for displaced students reported as
having disabilities. These HERA funds can only be used for the excess costs
of providing special education and related services to students with
disabilities.

Criteria; The following guidance applied to the management of Emergency Impact
Aid for Displaced Students to include funds made available for displaced
students:

1. Section 107(e)(4) of HERA

2. Volumes "I'" and "II" of US Department of Education (USED)
guidelines included in "Frequently Asked Questions, Emergency
Impact Aid for Displaced Students” and

3. State of Georgia issued publication titled "Georgia Guidance on
Federal Emergency Hurricane Act" (GDOE Guidelines).

-13-
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III FEDERAL AWARD FINDINGS AND QUESTIONED COSTS -~ -~ _

Inadequate Internal Control Procedures - _ -

"_"Reportable Condition S : L

U. 8. Department of Educauon -5 -7 Tl B ‘ .-
_Thréugh Georgia Department of- Educatlon SRS N '

Hurricane Education Recovery (CFDA 84.938) R

 Finding Control Number: FA-6441-06-01" il -

Provzsnons of HERA USED and GDOE Guldehnes state that HERA funds N
for students with disabilities may only be used 16 pay for special education

e and related “services consistént with the Individuals with Disabilities

. Guidelings. 7 R S

- QuestionedCost:  $691,875 . o - - X

- EducationAct (IDEA). Both Volumes "I" and "II" 6fUSED guidance state

~ - - that the funds provide for students with disabilities_must be_recorded and

tracked separately~from those HERA funds- provided-for non-disabled )
students. This:Federal reqmrement was not spec:ﬁcaliy mcluded in GDOE .

. Provaslons of HERA and GDOE guldelmes state- that _these funds may
- become.a part of o -School District's special education. bud.get to-ensure that
o they are only used to pay for special education and related service consistent
- with IDEA. The gmdel ines further stated that since these funds are to be

; applied and used inra manner as funds made available. unde:r PartB of IDEA,

it was also: adwse(i to consult with State and local staff who are cogmzant of

IDEAreqmremems o T T

Information: HERA funds rccelvcd by the School District mcluded $691 ;875 for students
- : with disabilities. Althoqgh required by Federal- guxdclm_cs, the receipt and

expenditure of these funds were not maintained separately. -
S We further nofed that the budget for special education-was not modified for ) x
_ the increase in HERA funds designated for special education and related
o purposes. There was no evidence that State or local-special education staff
- were cunsulted about the use of these funds. .~ . =

. 'Ca_use: 3 The School Dtsmchehed solc!y on GDOE Gu:de]mes which did not

specxﬁcally state that the School District provide separate accountability of
HERA funds provxded for students with disabilities.-Consideration had not
been given to_consulting with local and State “special- education staff or
revising its special education budget to ensure that theseH ER.A funds were
apphed in Ime w:th IDEA. ~ =

= -712777'5,;7"-14- v o -
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11 FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

ACTIVITIES ALLOWED OR UNALLOWED
Inadequate Internal Control Procedures

Reportable Condition

U. S. Department of Education

Through Georgia Department of Education
Hurricane Education Recovery (CFDA 84.938)
Finding Control Number: FA-6441-06-01

Effect:

Recommendation:

ELIGIBILITY

We were unable to verify if the $691,875 of HERA funds earmarked for
students with disabilities were used for special education and related
purposes.

Management should ensure that procedures are in place to comply with both
Federal and State guidelines when administering HERA funds for special
education purposes. The Georgia Department of Education should review
this matter and determine if these funds were used properly or a refund is
appropriate.

Failure to Maintain Student Documentation

Reportable Condition

U. S. Department of Education

Through Georgia Department of Education
Hurricane Education Recovery (CFDA 84,938)
Finding Control Number: FA-6441-06-02

Condition:

Criteria:

The School District failed to maintain adequate documentation to support the
determination of eligibility requirements for displaced students as included in
34 CFR section 76.731.

OMB's Compliance Supplement (CS} Part 4-84.938, TIIE3b. states that the
LEA is required to keep records to show compliance with program
requirements (34 CFR section 76.731). Therefore, the LEA must document
that each reported displaced student was enrolled, or eligible to be enrolled,
in a public or non-public school within the disaster areas covered by
Hurricane Katrina or Rita. The requirements for recordkeeping for all local
education agencies are outlined in the answer to question 35 of Volume 1
(Revised) of the Frequently Asked Questions Emergency Impact Aid for
Displaced Students dated February 2, 2006, as follows: "At a minimum,
recipients must keep auditable records documenting the enroliment of the
displaced children who they claimed as the basis for receiving payments and
evidence of the children claimed mect the definition of a displaced student.”
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Fax!ure to Maintain Student Documentat:

Reportable Condition

B j_'jnfoririation:

QUESTIONED COSTS ~i
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© $9,375

We reviewed the applications and documentatiofiof sixty displaced students
to determine if these students met eligibility requirements of the Hurricane

- Education Recovery Program. The School District was unable to provnde the

application and documentation for one public school student in order to
verify eligibility: In addition, four other students were deemed ineligible -
after review of their applications and supporting documentation:

The School Bistricl did-not monitor the applications and_documentation
required for all displaced students to ensure that there was proper support for
student ehglbxhtyf e T L

We were unable to vcnfy that the student with-the missing file was an
eligible displaced student and the four other students were found to be
ineligible. Therefore, the School District mcorrectly requested and received”
Hurricane Educatton Recovery funds for this srudent = .

Management should ensure thatall applications and documentahon foreach _
displaced student is maintained on file as Tequired and available for
examination. - The Georgia Department of Education should review this
matterand determme 1f arefund is appropnate e L
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11 FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SPECIAL REPORTING

Inaccurate Reporting of Eligible Displaced Students
Reportable Condition - Material Weakness

Material Noncompliance

U. S. Department of Education

Through Georgia Department of Education
Hurricane Education Recovery (CFDA 84.938)
Finding Controt Number: FA-6441-06-03

Condition: The School District inaccurately reported the number of eligible displaced
students on the application for Emergency Impact Aid for Displaced Students
{CFDA 84.938) to the Georgia Department of Education (GDOE).

Criteria: Federal guidelines stated on the School District's approved application
submitted to GDOE states in part: "For each quarter, report the number of
displaced students as of the reporting date for that quarter.” In addition, pre-
kindergarten is not permitted to be included on the counts since pre-
kindergarten is not required by Gecrgia Law. This guideline is explained in
question 3 of Volume 1 (Revised) of the Frequently Asked Questions
Emergency Impact Aid for Displaced Students dated February 2, 2006.

Questioned Cost: $£331,500

Information: We reviewed the quarterly applications submitted to GDOE for Federal
funding of the Emergency Impact Aid for Displaced Students. While the
application should not report any displaced pre-kindergarten students who
were enrolled on the reporting date, we found that pre-kindergarten students
were included on the roster of displaced students used to complete the
application. A recalculation of eligible students was made based on actual
attendance at each of the quarterly count dates. We identified that the School
District received excess funding in the approximate amount of $331,500 due
to the over counting of displaced students.

Cause: These deficiencies resulted from the School District's aoversight of Federal
guidelines pertaining to counts included on their application to GDOE for
Emergency Impact Aid for Displaced Students.

Effect: These reporting deficiencies resulted in the School District receiving excess
funding from GDOE.
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'-_ Through Georgia Department of Educauon - -

. _ -_ “Hurricane Education Recovery: (CFDA R4: 938) DO

Fmdmg Control Number: FA-6441 06 03
Recornmcndatlon Management shouid become aware of Federal gmde}mes and cnsure that
- procedures -ar¢ in place to comply with those Federal: guidelines when

el reportingto GDOE: In addition, GDOE should review this matter and make

7 arecovery of the excess Emergency Impact Axd for Dasp!aced Students funds
- awarded to the School Dnstnct i - =
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Fmdmg Control Number: FS- 6441-06-01 : - '5

- - We concur with this finding. Many of ihe same items have been, ldentiﬁed in the Schoo] District's

) " intgfnal audits of local school accounts.. The-School District will continue to. perform local school

- - reviewsto ensure that proper procedures are followed. The School District will continue to train and

-~ -."= rmonitor local school personnel in order to ensure that controls are followed as designed. The

©__ controls and procedures are prescnbcd ai'the DCSS Local School Accoummg Manual and local
mtemai audlts are conducted to revzew cemphance LT -

T - ',_Comact Person: Mr. Marcus '[ﬁrk,f@hicffinandal Officer _
Phone: (678) 6760069 Fax Number: (678) 875-5025 e
Z E—man] Address: marcus turk@fc deka]h k12.¢ gaus Sl e -

FmdmgControlNumber F$- 6441-06 02‘ K _ S

We concur with this finding. The School District continues to implement recormnendatxons from the
—_ " firm Rubino and McGeehin in its-independent forensxc audit of the School.District's capital building
__ " program. The audit was completed and the report was issued on Juné 1, 2006, A detailed
= improvement plan was develaped and continues to be implemented by the Chief Operations Officer,
= . Ms. Patricia Pope. Much of the documentation requested was unavaliable because the School
" District is involved in a legal matter reiated to numerous construction projects., LAsaresult, a new
scanning process has been 1mplemented in ordcr to ensure that documentahon 1s avaliable
) Con(act Person: Ms. Patricia Poge, Chlcf‘Operauons Officer = = =+ . -
.Phone:. (678) 676-1200 Fax Number: (678) 875-5025 S
E—maxl Address: 17_1)8746@f;cdekalb k12 ga.us T '

- Fmdmg Control Number FS- 6441 06 03 o - .

- We concur with this finding. 'I'he School Dlstnct has revised the regul ations related to P-Card usage
to y detail when it is acceptable and unacceptable 10 initialize expenditures with P- Cards. The revised
- P-Card procedures have been strengthened and.communicated to all P-Card holders. Consequences
for failure to adhere to the regulations are severe and include revocation.of the, P Card The School
District will continue to monitor transactions.to review for fraud and abuse. 1

- Contact Person: Mr. Marcus Turk Chlef Financial Ofﬁcer ' T TEo -
_Phone: (678) 676-0069 Fax Number: (678) 875-5025 - =

E mail-Address: marcus turk@fc dekalb ki2.ga.us e T

i




DEKALB COUNTY BOARD OF EDUCATION
SCHEDULE OF MANAGEMENT'S RESPONSES
YEAR ENDED JUNE 30, 2006

Finding Control Number: FS$-6441-06-04

We concur with this finding. The School District has revised the regulations related to P-Card usage
to indicate that it is unacceptable to purchase gifi cards with P-Cards. Consequences for failure to
adhere to the regulations are severe and include revocation of the P-Card. The School District will
continue to monitor transactions to review for fraud and abuse.

Contact Person: Mr. Marcus Turk, Chief Financial Officer
Phone: (678) 676-0069 Fax Number: (678) 875-5025
E-mail Address: marcus turk@fc.dekalb.k12.ga.us

Finding Control Number: FS8-6441-06-05

We concur with this finding. The School District will ensure that general ledger account balances
reconcile to the subsidiary records by vendor. The listings of accounts payable and accounts
recetvable will be prepared in a timely manner in order to detect errors and/or irregularities in a
timely manner. The School District will comply with the Financial Management Guide for Local
Units of Administration Chapter 22H by providing detailed listings as of June 30 of each year.

Contact Person: Mr. Marcus Turk, Chief Financial Officer
Phone: (678) 676-0069 Fax Number: (678) 875-5023
E-mail Address: marcus_turk@fc.dekalb.k12.ga.us

Finding Control Number: FS$-6441-06-06

We concur with this finding. The School District has established an "Assistant Director for Capital
Projects” position with the primary responsibility for the physical inventory of equipment, the
Construction in Progress scheduie, and the Capital Assets listing. Processes have been developed in
order to ensure that there are no material errors and/or omissions, the subsidiary ledger reconciles to
the general ledger, and the Construction in Progress schedule is stated correctly. Additionally, the
School District has implemented a Board policy related to the capitalization of assets. The staff
responsible for recording assets on the subsidiary ledger and the staff responsible for the School
District's building program meet and collaborate regularly to review the status of the capital projects
and the documentation related to each capital project.

Contact Person: Mr. Marcus Turk, Chief Financial Officer
Phone: (678) 676-0069 Fax Number: (678) 875-5025
E-mail Address: marcus turk@fc.dekalbk12.0a,us
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. Fmdmg Con!ro! Number: FA~644[ 06- Oi LoD T

“We do not concur with this hndmg Thc School Dlstnct received funds for the Humcanc Education
- Recovery Act during the second month ofithe fiscal year 2006. The School District adhered to the - .
© - .- guidance received from the Georgia Department of Education (GDOE) The Vo}umes 21" andMII" -
_ _ of U.S. Department of Education. guldelmesmcluded in "Frequently Asked Questlons, Emergency . )
- . Impact Aid for Displaced Students" were released in the seventh month of the fiscal year 2006, at
- - 7 which poiit most of the funds had been-expended. The GDOE Guidelines did not specifically ,
include the Federal requirement cited in this finding. As a result of guidance thal was not clear, oo
__ _. -specific, or timely, the Schoot Dlstﬂct doas not agree with the §691, 875 tmestzoned cost

Contact Person: Mr. Marcus Turk Chxc{ Financial Officer - "f - h
_ Phone: (678) 676-0069 Fax Number: (678) 875-5025 TS B
. E—m'ail Address: marcus -turk@fc dekalb'kl—2.ga.us - el =

S Fmdmg Control Number: FA-644}-06-02 - e T

_- We do not concur with this ﬁndmg - The School District ieamed of the- tequirements for
"~ recordkeeping for all local education agencies in Volume "I" of the "F requently. Asked Questions, ’
Emergency Impact Aid for- Dlsplaced Students" released five months after students were enrolled on T - L
- - anemergency basis. Though in mostinstances the information was not available to be obtained, the .

__ School District was not made aware of the requirement on a timely basis. = _ ) -~ =

' Contact Person: Mr. Marcus Turk Ch:ef Fmancnal Officer I . N
T. .~ . Phone: (678) 676-0069 Fax Number:~(678) 875-5025 S ' -
E-mail-Address: marcus_ turk@fc dekalb k12.ga.us = - - -

FmdmgControl Number: FA-6441—06-03 - e ’ , -

- “We do ot coneur with thls fi ndmg The School District received funds fort t.he Humcane Education
Recovery Act during the second month of the-fiscal year 2006. The Volumes "I" "and "I of U. S.
‘Department of Education guidelines inciuded in "Frequently Asked Questions, Emergency Impact
" Aidfor Displaced Students" Were Teleased in the seventh month of the fiscal year 2006, at which -
point most of the funds had Been eXpended; As a result of guidance that was not clear, specnﬁc or '
tlmely, the School sttnct does not-agree.with the $331,500 qucstxoned cost— = -

oo
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Eontact Person: Mr. Marcus Turkj:Ch:ef Fmancxal Officer o < - -
Phone: (678) 676-0069 Fax Number: (678)875-5025 el — -
E‘maxl Address: marcus turk@fc; dekalb k12.gaus - = = :






