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INDEPENDENT AUDITORS’ REPORT

Charlotte County District School Board and
Superintendent
Port Charlotte Florida

We have audited the accompanying financial statements of the governmental activities, each major fund,



Charlotte County District School Board and
Superintendent
Port Charlotte Florida

INDEPENDENT AUDITORS’ REPORT
(Concluded)

In accordance witlsovernment Auditing Standardse have also issued our report dated Noverhber
2011,0n our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contrastd grant agreements amdher



DISTRICT SCHOOL BOARD OF CHARLOTTE COUNTY

MANAGEMENT'S DISCUSSION AND ANALYSIS

The Management of the District School Board of Charlotte County have prepared the following discussion
and analysis to provide an overview of the District’s financial digts/



MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)

The governmentvide statements present the District’s activities inftflewing categories:

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

x Component units -The District presents two separate legalites in this report which are the
Charlotte School Board Leasing Corporation and the Charlotte Local Education Foundation, Inc.
These entities meet the criteria for inclusion provided by generally accepted accounting principles.

Over a period of timegchanges in the District’s net assets are an indication of improving or deteriorating
financial condition. This information should be evaluated in conjunction with othefimaneial factors,
such as changes in the District's property tax base, student e



MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)




MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)

District School B oard of Charlotte County, Florida's Net Assets
As of June 30, 2011 and June 30, 2010

Governmental Activities

2011 2010




MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)







MANAGEMENT’S DI SCUSSION AND ANALYSIS
(Continued)

The largest revenue source for thel@@011 fiscal year is from the property tax levy, which resulted in

total revenue for operational and capital purposes 09,87926503, or ®.7 percent of total revenues
beforeextraordinary items. Propertsixes decreased by $10,078,2410v8.4 percent due to decreases in
property values. Revenues from State sources for current operations are primarily received through the
Florida Education Finance Program (FEFP) fundingmfda. The FEFP formula utilizes student
enrollment data, and is designed to maintain equity in funding across all Florida school districts, taking into
consideration the District's funding ability based on the local property tax base. Revenue from State
sources for current operations total FZ538926 for the 20D-2011 fiscal year, of which &,352,773is
attributable to FEFP fundingCaptal grants and contributionsdreased by $3






MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Continued)

The General Fund is the chief operating fund of the District. At the end of the current fiscal year,
unassiged fund balance is5$513,299.6while thetotal fund balance is1%,548,001.32. The unasségh

fund balance dzeased by 4167,511.83vhile the total fund balance adreased by %837889.74 during

the fiscal year.

¥ District school taxes aeeasd by 7.0% which accounts for the majority of thecdease in
revenues for the year.

¥ Total expenditures oreasedy $21,402.290r .3%.

¥ Transfers out to other funds decreased by $1,682,227.83 or 78.7%.

The District received Special RevenddRRA Econonic Stimulus Funds this year ol$,70896376, the
majority of which was for reimbursements of expendituwesalaries and benefits.

The Special RevenueMiscellaneous Fund has a total fund balanc$#(®8{326,630.85). The negative fund
balance reflest the fact that the fund has borrowed from the capital projects fund while it is waiting for
reimbursement for hurricane damagasised by Hurricane Charley in August 2004.

The District Bonds fund balance isl&519486.77 all of which is restricted forthe replacement

construction of two existing schools, Lemon Bay High School and Meadow Park Elementary School. The
District iss.373 -7 (i)7(c8Qu)12(n2(r)-r()7(ei)7/P <</.033 Twl5e2(ool)7 h -1.145 TD [(t)7(r)2(0(und2(c)4(t)-5.c(ace)-
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MANAGEMENT’'S DISCUSSION AND ANALYSIS
(Concluded)

ECONOMIC FACTORS AND NEXT YEAR' SBUDGET

For fiscal year 201-2012, the District anticipates a reduction in revenues of approximately $20 million
dollars. About half of that amount is American Recovery and Reinvestment Act (ARRA) funds that have
expired. The balance is due to a redutin tax levies, as a result of declining gross taxable value and the
expiration of the Critical Needs Ad Valorem Tax Levy. In a collaboration with our employee unions, a
Budge Advisory Committee was formed comprised of all employee groups to make rewdations to

the Superintendent regarding ways to reduce spending for the upcoming year, including changes to
compensation. Based on those recommendations as well as other changes, the District anticipates
expenditure savings of approximately $10 million dollars. In addition, the District has appropriated
$10,238,471 in unassigned fund balance for spending in fiscal year2R@21- As a result, this amount

was moved from unassigned to assigned fund balance at June 30, 2011. The Budget Advisory Committee
will continue its work to make the additional recommendations that will be required to bring revenues and
expenditures into a more balanced relationship in future years.

REQUESTS FOR INFORMATION
This report is designed to provide citizens, taxpayers, customers, investors, and creditors with a general
overview of the District's finances and to demonstrate compliance and accountability for its resources.

Questions concerning any of the information provided in this report or requests for additiongbfinan
information should be addressed to the CRiaingal Officer.
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD

Assets
Cash and Cash Equivalents
Investments
Accounts Receivable
Due from Other Agencies
Due from Insurance Consortium
Prepaid Items
Inventories
Deferred Charges
Restricted Cash
Restricted Investments
Capital Assets:
Nondepreciable Capital Assets
Depreciable Capital Assets, Net
Total Assets

Liabilities and Net Assets

Liabilities
Salaries and Benefits Payable
Payroll Deductions and Withholdings
Accounts Payable
Construction Contracts Payable
Construction Contracts Retainage Payable
Unearned Revenue
Deposits Payable
Accrued Interest Payable
Long-term Liabilities:
Portion Due Within One Year
Portion Due After One Year
Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt

Restricted for:
State Required Carry Over Programs
Debt Service
Capital Projects
Food Service
Other Purposes

Unrestricted

Total Net Assets

Primary Government
Governmental
Activities

$ 35,202,645.63

1,052,728.10
11,508.14
763,745.60
22,117,754.16
24,702.00
716,522.13
11,797.02
31,142,845.96
1,051,852.72

62,769,487.30
375,343,848.03
530,209,436.79

853,071.70
771,521.59
1,737,579.92
2,580,289.80
2,754,514.49
1,534,477.33
100,656.31
119,750.00

1,652,949.45
81,327,645.48
93,432,456.07

387,461,499.47
376,382.12
4,562,040.45
36,180,772.09
1,258,020.60

6,938,265.99

$ 436,776,980.72

See accompanying notes.

Component
Unit
71,961.00
9,045.00

723,222.00
6,500.00

810,728.00

307.00

6,500.00

6,807.00

784,329.00

19,592.00
803,921.00






Program

Net (Expense) Revenue

Revenues and Changes in Net Assets
Capital Primary Government
Grants and Governmental Component
Contributions Activities Unit

695,003.00

573,129.75

$

(83,903,140.47) $
(9,398,171.95)
(2,230,504.10)
(6,257,498.40)
(3,299,053.30)

(511,306.36)
(783,241.89)
(876,601.47)
(9,544,279.43)
(4,990,964.03)
(1,044,974.55)
129,344.82
(5,683,364.96)
(6,188,823.87)

(11,917,636.46)
(3,065,948.24)
(1,368,070.13)

(175,838.62)
(2,781,190.59)
(13,039,491.41)

1,268,132.75

(166,930,755.41) -

(227,799.00

88,789,730.05

20,989,534.98
53,450,369.63 193,949.00
629,001.64 289.00
5,450,245.81 32,901.00

169,308,882.11 227,139.00

2,378,126.70 (660.00)
434,398,854.02 804,581.00

436,776,980.72  $ 803,921.00

See accompanying notes.
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Special Special

Revenue Revenue
General ARRA Economic Miscellaneous
Fund Stimulus Fund Fund
Assets
Cash and Cash Equivalents $ 17,558,477.04 $ 47,037.12 $
Investments 704,169.80
Accounts Receivable 9,998.76
Due from Other Funds 202,386.62
Due from Other Agencies 271,037.21 115,942.71
Due from Insurance Consortium 22,117,754.16
Prepaid Items 24,702.00
Inventories 395,146.59
Restricted Cash and Cash Equivalents
Restricted Investments
Total Assets 19,165,918.02 162,979.83 22,117,754.16
Liabilities and Fund Balances
Liabilities
Salaries, Benefits and Payable 632,114.69 53,727.39 4,289.33
Payroll Deductions and Withholdings 602,920.61 16,538.26 3,592.49
Accounts Payable 1,371,858.07 13,474.37 198,046.07
Sales Tax Payable
Construction Contracts Payable
Construction Contracts Payable - Retainage
Due to Other Funds 79,239.81 8,120,702.96
Deferred Revenue 11,023.33 22,117,754.16
Deposits Payable
Total Liabilities 2,617,916.70 162,979.83 30,444,385.01

Fund Balances
Nonspendable:

Prepaids 24,702.00

Inventories 395,146.59
Restricted:

State Required Carryover Programs 376,382.12

Debt Service
Capital Projects

See accompanying notes.
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Capital Capital
Projects Projects Other Total

See accompanying notes.
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Special Special

See accompanying notes.
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Capital Capital

See accompanying notes.
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Net Change in Fund Balances - Governmental Funds $(40,523,605.36)

Amounts Reported for Governmental Activities in the Statement of Activities
are Different Because:

Capital outlays are reported in the governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.

This is the amount of capital outlays in excess of depreciation expense
in the current period.

Capital Outlay $ 55,688,030.63
Depreciation Expense (13,039,491.41) 42,648,539.22

The loss on the disposal of capital assets during the current period is
reported in the statement of activities. In the government funds, the cost
of these assets was recognized as an expenditure in the year purchased.
Thus, the change in net assets differs from the change in fund balance
by the undepreciated cost of the disposed assets. (84,923.05)

Debt proceeds provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of net
assets. Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement

of net assets. This is the amount by which proceeds exceeded repayments
in the current period:

Bond Payments 395,000.00 395,000.00

Premiums, refunding losses and debt issuance costs are reported in the
governmental funds in the year debt is issued, but are deferred and
amortized over the life of the debt in the governmental-wide statements:

Amortization of Debt Issuance Costs (1,363.24)
Amortization of Debt Premiums 30,041.63
Amortization of Refunding Losses (15,545.06) 13,133.33

Certain hurricane loss recoveries will not be collected for several months
after fiscal year-end and are not considered as "available" revenues
in the governmental funds. They are, however, recorded as revenues
in the statement of activities. This represents the change in the deferred
amounts from June 30, 2010 to June 30, 2011. (1,137,984.84)

See accompanying notes.
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Interest on long-term debt is recognized as an expenditure in the
governmental funds when due, but is recognized as interest accrued

See accompanying notes.
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD

Assets
Current Assets:
Cash and Cash Equivalents

Due from Other Agencies
Total Assets

Liabilities

Current Liabilities:
Salaries and Benefits Payable
Payroll Deductions and Withholdings
Accounts Payable
Deposits Payable
Unearned Revenue

Total Current Liabilities

Noncurrent Liabilities:
Estimated Insurance Claims Payable

Total Liabilities

Net Assets
Unrestricted

Total Liabilities and Net Assets

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2011

See accompanying notes.
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Governmental
Activities -
Internal
Service
Funds

$ 6,899,351.24
49.00

6,899,400.24

5,848.97
9,387.63
96,070.66
29,194.28
1,523,454.00

1,663,955.54

1,196,300.00

2,860,255.54

4,039,144.70

$ 6,899,400.24




Governmental

Activities -
Internal
Service
Funds
Operating Revenues
Charges for Services $ 226,100.00
Charges for Sales 13,296.00
Premium Contributions 18,970,921.48
Other Income 318,876.63
Total Operating Revenues

19,529,194.11

See accompanying notes.
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Governmental

Activities -

Internal

Service

Funds

Cash Flows from Operating Activities

Cash Received from Board Funds $ 15,213,601.21
Cash Received from Participants 4,098,826.83
Other Receipts 318,876.63

See accompanying notes.
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD
STATEMENT OF FIDUCIARY NET ASSETS AND LIABILITIES
FIDUCIARY FUNDS - AGENCY
JUNE 30, 2011

Agency
Funds
Assets
Cash $ 2,337,856.75
Total Assets 2,337,856.75
Liabilities
Due to Other Funds 27,369.71
Internal Accounts Payable 2,310,487.04
Total Liabilities $ 2,337,856.75

See accompanying notes.
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Note 1 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The District School Board has direct responsibility for operation, control, and supervision of
District schools and is considered a primary government for financial reporting. The
Charlotte County School District (District) is considered part of the ddasystem of public
education. The governing body of the District is the Charlotte County District School Board
(Board), which is composed of five elected members. The appointed Superintendent of
Schools is the executive officer of the Board. Geograploiocndaries of the District
correspond with those of Charlotte County.

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

v Blended Component Unit—The Charlotte County School Board Leasing Corporation

(Leasing Corporation), was formed to facilitate financing for the acquisition
facilities and equipment. Due to the substantive economic relationship between the

27



CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Notel- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

\Y

Government-wide Financial Statements (Concluded)

Governmenwide financial statements are prepared using the economic resources
measurement focus. The statement of activities presents a comparison between direct
expenses and program revenues for each function or program of the District's
governmental awvities. Direct expenses are those that are specifically associated with

a service, program, or department and are thereby clearly identifiable to a particular
function. Depreciation expense is reported as unallocated.

Program revenues include chagmid by the recipient of the goods or services offered
by the program, and grants and contributions that are restricted to meeting the operational

28



CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
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Note 1 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deposits and Investments (Concluded)

The master trust and supplemental master trust agreement related to the District's 2010
Qualified School Construction Bonds containlist of permitted investmentsvith written
Board approval

Restricted Cash and Investments

Cash and investments are restricted in connection with debt covenants. Following is a
summary of restricted cash and investments at June 30, 2011:

2006 Qualified Zone Academy Bonds Sinking Fund $ 1,052,763.59
2010A Qualified School Construction Bonds Sinking Fund 3,530,280.14
2010A Qualified School Construction Bonds Project Account 27,611,654.95
Total Restricted Cash and Investments $ 32,194,698.68

Receivables/Due from Others

Accounts receivables, due from other agencies, and due from insurance consortium are
reported at their gross value, and where appropriate are reduced by the estimated portion that
is expected to be uncollectible. The allowance for uncollectible amounts at June 30, 2011 is
$0. Amounts due from insurance corigon represent the District’s estimate of remaining
insurance proceeds receivable from hurricane damage and business interruption from
Hurricane Chadyin 2004. The amount is based on a proposed settlement agreement, and is
offset by deferred revenue in the governmental fund because it is not available at year end. It
is expected to be received in 2012.

Prepaid Items and Inventories
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Notel- SUMMARY OF SIGNIFICA
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CHARLOTTE COUNTY
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Note 3- INVESTMENTS (Continued)

Interest Rate Risk (Concluded)

Vv
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Note 6 -

Note 7 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

QUALIFIED ZONE ACADEMY BONDS PAYABLE

On November 27, 2006, the District entered into a financing arrangement, characterized as a
leasepurchase agreement, with the Charlotte School Board Leasing Corpdtia¢idreasing
Corporation) a blended component unit, whereby the District secured financing under the
Qualified Zone Academy Bonds (QZAB) Program in the amount of $5,000,000. The QZAB
Program provides no intest cost financing to purchase certain goods or services for schools
located in eligible District areas (zones). Interest on the debt is “paid” by the United States
Government through the issuance of Federal income tax credits to the holder of the QZAB
debt (the bank). The rate of return to the ler{@amnk of America)was established by the
United States Government at the time of the sale.

The financing was accomplished through the issuance of a Series(ZO®B Note on
November 27, 2006. The $5,000,000 note proceeds were designated for technology
upgrades/replacements, computer laptops, and instructional equipment/materials at the
following schools: The Academy at Charlotte Tech Center, Charlotte Harbor Center School,
Neil Armstrong Elements School, Port Charlotte Middle School, and Port Charlotte High
School. The Leasing Corporation issued the bonds, purchased the equipment, then leased the
equipment to the District under terms of the lgasechase agreement.

Repayment of the originab$000,00noteis due in full on Novembe?7, 2022. Rent paid by

the District to the Leasing Corporation corresponds to the annual debt service requirements on
the bonds. Rents are paid from “Available Revenues” of the District, including capital outlay
millage revenuesThe lease term ends on the date the note is paid in full.

In connection with the financinghe Leasing Corporation assigned its rights to the rent
collectionsto a paying agent (US Bank), atiee District entered into sinking fundforward
delivery agreement with the paying agent whergy District will deposit 16 annual rent
paymens of $242,708.40, beginning in 200%to a sinking fundheld by the Custodian (US
Bank), as security for the bondsThe Provider of the forward dedisy agreement (Bank of
America)hasguaranteedhe investment return of 3.2b per annum, which together withe
requiredannual rendeposits, will be sufficient to repay the debt at maturityt. Jéne 30,
2011, the market value of the sinking fund account was $1,052,763.59.

QUALIFIED SCHOOL CONSTRUCTION BOND PAYABLE

In 2010, the District established a master lgasehase program for the legsérchase
financing of various current and future educational facilities and sites. The general terms of
this program were determined pursuant to a Master Lleasdgvase Agreement and Master
Trust Agreement between the District and the Leasing Corporation.

On May 28, 2010, the District entered into a financing arrangement with the Leasing
Coarporation under this program whereby the District secured financing under the Qualified
School Construction Bond (QSCB) Program in the amount of $60,000,000. The QSCB
Program was established by Section 1521 of the American Recovery and Reinvestment Act
(ARRA) and codified in Section 54A and 54F of the Internal Revenue Code. Among other
things, the program provides low interest cost financing to school districts to construct certain
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CHARLOTTE COUNTY
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Note 8 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

STATE SCHOOL BONDS PAYABLE (Concluded)

The various bonds were issued by the State Board of Education to finance capital outlay
projects of the District. The bonds mature serially, and are secured by a pledge of the
District’'s portion of the Statassessed motor vehicle license tax. The State’s full faith and
credit is also pledged as security for these bondsicipal and interest payments, investment

of Debt Service Fund resources, and compliance with reserve requirements are administered
by the State Board of Education and tih&&Board of Administration.

Annual requirements to amortize all state scHomtded debt outstanding as of June 30,
2011, are as follows:

Fiscal Year Ending
June 30 Total
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Note 10 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The following is a summary of interfund receivables and payables reported in the fund financial
statements:

Interfund
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Note 11- FUND BALANCE REPORTING

The District has adopted GASB 54 as part of its 2010fiscal year reporting.
Implementation of GASB 54 is required for fiscal years beginning after June 15, 2010. The
intention of the GASB is to provide a more structured classification of fund balance and to
improve the usefulness of fund balance reporting to the users of the District's financial
statements. The reporting standard establishes a hierarchy for fund balance classifications
based orthe level ofconstraints imposed on the uses of those resources.

GASB 54 provides for two major types of fund balances, which are nonspendable and
spendable. Nonspendable fund balances cannot be spent eg#usg are not expected to

be converted to cash @b) they are legally or contractually required temain intact.
Examples of this classification are prepaid items, inventories, and principal (corpus) of an
endowment fund. The District has inventories and prepaid items that are considered
nonspendable. The District does not have any nonspendable funds related to endowments.

In addition to the nonspendable fund balance, GASB 54 has provided a hieoérchy
spendable fund balances, based on
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Note 11 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

FUND BALANCE REPORTING (Concluded)

Minimum Fund Balance Policy

State statutes require the District maintain an unreserved general fund balance that is
sufficient to address normal contingencies. The District Superintendent must notify the
Board and State of Florida Commissioner of Education if at any timentleserved general

fund balance in the District's operating budget is projected to fall during the fiscal year below
three percent (3%) of projected general fund revenues.

Board Policy #6233 provides that “to ensure the financial strength and stability of the
District, the Board directs each year the Board's adopted budget include, to the extent
reasonable, a reserve for contingencies of not less than three percent (3%) of the District's
general fund revenues.”
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Note 13 -

Note 14 -

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

PROPERTY TAXES (Concluded)

General Fund Millages Taxes Levied
Nonvoted School Tax:
Required Local Effort 5.217 $ 76,362,634.00
Prior Period Funding Adjustment 0.126 1,844,296.00
Basic Discretionary Local Effort 0.748 10,948,678.00
Critical Operating Needs 0.250 3,659,317.00
Capital Projects Funds Millages Taxes Levied
Nonvoted Tax:
Local Capital Improvements 1.500 21,955,904.00
Total 7.841 $ 114,770,829.00

FLORIDA RETIREMENT SYSTEM

All regular employees of the District are covered by the Stdienistered Florida
Retirement System (FRS). Provisions relating to FRS are established by Chapters 121 and
122, Florida Statutes; Chapter 112 Part IV, Florida Statutes; Chapter 238, Staidees;

and Florida Retirement System Rules, Chapter 60S, Florida Administrative Code, wherein
eligibility, contributions, and benefits are defined and described in detail. Essentially all
regular employees of participating employers are eligible anst ®mnroll as members of

FRS. FRS is a single retirement system administered by the Florida Department of
Management Services, Division of Retirement, and consists of twesltashg, multiple
employer retirement plans and other nonintegrated programs. These include a defined benefit
pension plan (Plan), a Deferred Retirement Option Program (DROP), and a defined
contribution plan, referred to as the Public Employee Optional Retirement Program (PEORP).

Employees in the Plan vest at six years of service. All vested members are eligible for
normal retirement benefits at age 62 or at any age after 30 years of service, which may
include up to 4 years of credit for military service. The Plan also includes an early retirement
provision; however, there is a benefit reduction for each year a member retires before his or
her normal retirement date. The Plan provides retirement, disability, and death benefits, and
annual cosbf-living adjustments.

DROP, subject to provisions of Section 121.091, Floridautgst permits employees eligible

for normal retirement under the Plan to defer receipt of monthly benefit payments while
continuing employment with an FRS employer. An employee may participate in DROP for a
period not to exceed 60 months after electingadicipate, except that certain instructional
personnel may participate for up to 96 months. During the period of DROP participation,
deferred monthly benefits are held in the FRS Trust Fund and accrue interest.
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CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

Note 14 - FLORIDA RETIREMENT SYSTEM (Cortinued)
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Note 14 -

Note 15

CHARLOTTE COUNTY
DISTRICT SCHOOL BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011
(Continued)

FLORIDA RETIREMENT SYSTEM (Concluded)

Subsequent Event

During its 2011 regular session, the State Legislature adopted legislation that made
significant changesto the FRS with respect to employeeontributions, employer
contributions and other items. Effective July 1, 2011, all members of the FRS must
contribute 3% of their gross compensation toward their retirement. In addition, the
legislation reduced the required employer contribution rates for each membership class. The
following other changes only apply to employees who are initially enrolled in the FRS on or
after July 1, 2011: final average compensation is now based on the employee’s average of the
eight highest (formerly five highest) fiscal years of compensation during credited service; the
DROP interest accrual rate is reduced from 6.50% to 1.30%; the normal retirement age is
increased from 62 to 65; the years of creditable service is increased from 30 to 33; and the
vesting period is increased to kigyears from six years.

OTHER POSTEMPLOYMENT BENEFITS PAYABLE

Plan Description

The Other Postemployment Benefits Plan (Plan) is a semgfdoyer defined benefit plan
administered by the District. Pursuant to the provisions of Section 112.0801, Florida Statutes,
employees who retire from the District and their eligible dependents are eligible to participate
in the District’'s health and hospitalization plan for medical and prescription drug coverage. The
District subsidizes the premium rates paid by retirees by allowing them to participate in the Plan
at reduced or blended group (implicitly subsidized) premium rates for both active and retired
employees. These rates provide an implicit subsidy for retirees because, on an actuarial basis,
their current and future claims are expected to result in higher costs to the Plan on average than
those of active employees. The District does not offer any explicit subsidies for retiree
coverage. Retirees are assumed to enroll in the Federal Medicare program for their primary
coverage as soon as they are eligible. The Plan does not issue-aataneport, and is not
included in the report of a Public Employee Retirement System or another entity.

Funding Policy

Plan contribution requirements of the District and Plan members are established and may be
amended through action from the Board. The District has not adfamed or established a
funding methodology for the annual other postemployment benefit (OPEB) costs or the net
OPEB obligation, and &hPlan is financed on a pagyou-go basis. For the 20-11 fiscal

year, 77 retirees received other postemployment benefits. The District provided required
contributions of $480,40®ward the annual OPEB cost, net of retiree contributions totaling
$677,579, which represeritD% of covered payroll.
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OTHER POSTEMPLOYMENT BENEFITS PAYABLE (Cortinued)

Annual OPEB Cost and Net OPEB Obligation

The District's annual OPEB cost (expense) is calculated based on the annual required
contribution (ARC), an amount actuarially determined in accordance with parameters of
Governmental Accounting Standards Board Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensidms ARC
represents a level of funding that if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liabilities oveiod pet to exceed 30
years. The following table shows the District's annual OPEB cost for the fiscal year, the
amount actually contributed to the Plan, and changes in the District's net OPEB obligation:

Description Amount
Normal Cost (Servic€ost for One Year) $ 364,373
Amortization of Unfunded Actuarial Accrued Liability 442,821
Annual Required Contribution 807,194
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OTHER POSTEMPLOYMENT BENEFITS PAYABLE (Concluded)

Funded Status and Funding Progress

As of January 1, 2010, the most recent valuation date, the actuarial accrued liability for
benefits was §,042,832, and the actuarial value of assets wage$0lting in an unfunded
actuarial accrued liability of 85042,832and a funded ratio of 0% The covered payroll
(annual payroll of active participating employees) wég,812,372, and the ratio of the
unfunded actuarial accrued liability to the covered payroll we#.9.4

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment and textioin, mortality, and healthcare cost
trends. Amounts determined regarding the funded status &faheand the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectations and n&stimates are made about the future. The required schedule
of funding progress immediately following the notes to financial statements presents
multiyear trend information about whether the actuarial value of Plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substtartive P
provisions, as understood by the employer and participating members, and include the types
of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and participating members. {Uagialanethods and
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Note 18 -

(Continued)
CONSTRUCTION CONTRACT COMMITMENTS (Concluded)
Contract Completed Balance
Project Amount To-date Committed
Lemon Bay High School:
Architect Phasel-IVa $ 2,555,000.00 $ 2,437,39487 $ 117,605.13
Architect Phase Vb -V 2,056,520.07 2,056,520.07
Contractor Phase | and Il 3,725,577.42 3,269,372.48 456,204.94
Contractor Phase Il 23,736,620.13 11,637,230.58 12,099,389.55
Contractor PhaselVa-b 80,000.00 80,000.00
Meadow Park Elementary School:
Architect 698,450.00 678,937.50 19,512.50
Contractor 13,569,894.13 9,740,777.20 3,829,116.93
Total $ 46,422,061.75 $ 27,763,712.63 _$ 18,658,349.12
CONSORTIUMS
The District is a member of the Special Projects Center Consortium (Center);disfdat
consortium formed to provide educational media to support the educational programs of the
schools served by the Center. The Center offices are located in @hadointy, and the
Charlotte County District School Board is the fiscal agent and has established an internal
service fund to account for the program.
The District is also a member of the Small School District Council Consortium, a consortium
organized tgrovide educational information, interpretation, and consultation.
RISK MANAGEMENT PROGRAMS

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuriesngloyees; and natural disasters. The
Charlotte County District School Board is a member of the South Central Educational Risk
Management Program (SCERMP), a consortium under which several district school boards
have established a combined limited $effurance program for property protection, general
liability, automobile liability, workers' compensation, money and securities, employee
fidelity and faithful performance, boiler and machinery, and other coverage deemed
necessary by the members of the SCERMP. Section 1001.42(12)(k), Florida Statutes,
provides the authority for the District to enter into such a risk management program.
SCERMP is selbustaining through member assessments (premiums), and purchases
coverage through commercial companies fainas in excess of specified amounts. The
Board of Directors for SCERMP is composed of superintendents of all participating districts.
Employer’s Mutual, Inc., serves as fiscal agent for SCERMP
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Variance with

Actual Final Budget -
Original Final Amounts Positive (Negative)
Revenues
Intergovernmental:
Federal Direct $ 35,560.00 $ 35,560.46 $ 29,150.91 $ (6,409.55)
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
OTHER POSTEMPLOYMENT BENEFITS PLAN
JUNE 30, 2011

Actuarial UAAL as a
Actuarial Accrued Percent
Actuarial Value Liability (AAL) Unfunded Covered of Covered
Valuation of Assets Entry Age AAL (UAAL) Funded Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) [(b-a)/c]
7/1/2007 $ 0 $ 4,981,327 $ (4,981,327) 0.00% $ 93,787,311 5.31%
1/1/2010 0 6,042,832 (6,042,832) 0.00% 64,612,372 9.35%
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BUDGETARY BASIS OF ACCOUNTING

Budgets are prepared using the same modified accrual basis as is used to account for
governmental funds.

SCHEDULE OF FUNDING PROGRESS - OTHER POSTEMPLOYMENT BENEFITS

The January 1, 2010, unfunded actuarial accrued liability of $6,042,832 was significantly
higher than theduly 1, 2007, liability of $4,981,327 as a result of benefit changes and other
changes in liabilities and costs as discussed below:

v The amortization period was changed from 28 remaining years to 15 years to reflect the
short period of time during whicthe majority of benefits are expected to be paid.
Most benefits will be paid prior to age 65.

v The number of enrolled retirees was expected to increase from 72 in July 1, 2007, to 77
as of January 1, 2010. Retiree medical coverage was expected to bhos&Edser,
this has changed to 20%Previously, it was assumed that no retiree would continue
coverage beyond age 65, however, now, it is assume®58aiof the retirees will
discontinue coverage at age 65.

v Additionally, the number of active empla® was not expected to decrease in the
previous valuation; however, the number decreased from 2,471 (1,828 of which had
medical coverage) to 2,366 (1,652 of which had medical coverage) in the current
valuation.

v In the previous valuation, the cost of ecage was expected to increase from $605 to
$746 per employee per month; however, the cost actually increased to $776 pe
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CHARLOTTE COUNTY DISTRICT SCHOOL BOARD

Catalog of
Federal Pass
Domestic Through Amount of
Federal Grantor/Pass-Through Grantor/Program Assistance Grantor Expenditures
Title Number Number Q)
United States Department of Homeland Security
Indirect:
Florida Division of Emergency Management:
Hazard Mitigation Grant 97.039 None $ 86,573.02
Florida Department of Education:
Homeland Security Grant Program 97.067 None 88,000.00
Total United States Department of Homeland Security 174,573.02
United States Department of Defense
Direct:
Navy Junior Reserve Officers Training Corps None N/A 156,955.41
Total Expenditures of Federal Awards $ 29,000,722.25
Notes:

(1) Basis of Presentation:The Schedule of Expenditures of Federal Awards represents amounts expended from Federal programs during

the 2010-11 fiscal year as determined based on the modified accrual basis of accounting. The amounts reported on the Schedule have been
reconciled to and are in material agreement with amounts recorded in the District's accounting records from which the basic financial
statements have been prepared.

(2) Noncash Assistance:NationalSchoolLunchProgram Represents the amount of donated food received during the fiscal year. Donated

foods are valued at fair value as determined at the time of donation.

(3) Head Start: For grant number/program 4CH3161/44, expenditures include Head Start PA-22 $528,989.25 and PA-20 $0 and Early
Head Start PA-25 $175,248.94 and PA-11 $0. For grant number/program 4CH3161/45, expenditures include Head Start PA-22 $975,851.79
and PA-20 $19,066.87, and Early Head Start PA-25 $459,260.14 and PA-11 $8,138.05.

(4) ARRA -Head Start: For grant number/program 04SE3161/01, expenditures include Head Start RO-22 $18,492.16 and Early Head
Start RO-25 $10,658.75.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Charlotte County District School Board and
Superintendent
Port Charlotte Florida

We have audited the financial statements of the governmental actieiiels, major fundand the
aggregate remaining fdninformation of theCharlotte County District School Boafthe District), as of

and for the year ended June 3011, which collectively comprise the District's basic financial statements
and have issued our report thereon dédedemberl5, 2011. Oureport include a reference to other
auditors. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contaiGeyeémment Auditing
Standardsissued by the Comptroller General of the United Statether auditors audited the financial
statements of the school internal funds and the discretely presented component unit, as described in our
report on the District’s financial statements. For the discretely presented componehisurapdrt does

not include the results of the other auditors’ testing of internal control over financial reporting or
compliance and other matters that are reported on separately by those aiithiéofinancial staiments

of the school internal funds were not audited in accordance with Government Auditing Standards

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opimithes
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control over financial reportingdccordingly, we do not express an opinion on the effectiveness

of the District’s internal control over finaial reporting.

A deficiency in internal controkexists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned futztmesent or

detect and correct misstatements on a timely basis. A material wedkaedsficiencypr combination

of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of ietnal control over financial reporting was for the limited purpose described in the
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencter material weaknesses. We did not identify

any deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPOR