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To Management and Members of the Board
Gates County Board of Education
Gatesville, North Carolina

In planning and performing our audit of the financial statements of Gates County
Board of Education for the year ended June 30, 2012, we considered the Board’s
internal control in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance
on internal control.

During our audit, we became aware of several matters that are opportunities for
strengthening internal control and operating efficiency. (We previously reported
on the Board’s internal control in our report dated September 17, 2012.) This
letter does not affect our report dated September 17, 2012, on the financial
statements of Gates County Board of Education.

Our comments are summarized as follows:

Defacement of voided checks

As part of our testing, we viewed a sample of voided checks and noted that the
checks are defaced by marking them as “Void". We recommend that the

signature lines be cut out of the checks to further protect against the risk of
fraudulent use of these checks.

Documentation of Emergency Action Plans

During our testing of compliance with the requirements of the State Public School
Fund, we reviewed the Emergency Action Plans as required by Session Law
2011-147. We noted that the following items were not documented in writing:

1) The plan was reviewed by an athletic trainer licensed in North
Carolina

2) The plan was approved by the school's principal
3) The plan was distributed to all appropriate personnel
4) The plan was reviewed and rehearsed annually by all licensed athletic

trainers, first responders, coaches, school nurses, athletic directors, and
volunteers for interscholastic athletic activities.

MEMBERS OF: We recommend that these items be documented in writing in future years.
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This information is intended solely for the use of the members of the Board and management of Gates
County Board of Education and is not intended to be and should not be used by anyone other than these

specified parties.
h @) (

Douglas A. Hollowell, P.C.

Very truly yours,
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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board
Gates County Board of Education
Gatesville, North Carolina

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Gates County Board of Education, as of
and for the year then ended June 30, 2012, which collectively comprise the
Gates County Board of Education’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the
Gates County Board of Education's management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental
activities, business-type activities, each major fund, and the aggregate
remaining fund information of the Gates County Board of Education as of
June 30, 2012, and the respective changes in financial position and cash
flows, where applicable, thereof and the respective budgetary comparison for
the General Fund and State Public School Fund for the year then ended in
conformity with accounting principles generally accepted in the United States
of America.

In accordance with Government Auditing Standards, we have also issued our
report dated September 17, 2012 on our consideration of Gates County Board
of Education’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants.
That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.



Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 8
and 34 through 41 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of the Gates County Board of Education. The
combining and individual nonmajor fund financial statements, budgetary schedules and other
schedules, as well as the accompanying schedule of expenditures of federal and State awards as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and the State Single Audit Implementation Act, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements The combining and individual nonmajor fund financial statements, budgetary schedules,
other schedules, and the accompanying schedule of expenditures of federal and State awards has
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
Qur opinion, is fairly stated, in all material respects, in relation to the basic financial statements

podic, A Uiy, PC.

Douglas A. Hollowell, P.C.
September 17, 2012



r“
r
:
:

Management’s Discussion and Analysis

This section of the Gates County Board of Education’s financial report represents our discussion and
analysis of the financial performance of the Board for the year ended June 30, 2012. This information
should be read in conjunction with the audited financial statements included in this report.

Financial Highlights
& Gates County Public Schools has one of the lowest income tax bases per pupil in North Carolina.
<+ The Public School Forum, a nonprofit organization dedicated to analyzing education funding in

North Carolina, has called Gates County one of the top counties in the state in its effort to fund
education with local dollars.

~ Consequently, the county property tax rate ranks 50th out of 100 counties (this means that the
local rate to support education is comparable to the average tax rates of other counties in the
state).

Overview of the Financial Statements

The audited financial statements of the Gates County Board of Education consist of four components.
They are as follows:

4 Independent Auditor's Report

& Management’s Discussion and Analysis

-+ Basic Financial Statements

L Required supplemental section that presents combining and budgetary statements for non-major

governmental funds and budgetary statements for enterprise funds

The Basic Financial Statements include two types of statements that present different views of the
Board's finances. The first is the government-wide statements. The government-wide statements are
presented on the full accrual basis of accounting and include the statement of net assets and the
statement of activities. The statement of Net Assets includes all of the Board’s assets and liabilities.
Assets and liabilities are classified in the order of relative liquidity for assets and due date for liabilities.
This statement provides a summary of the Board’s investment in assets and obligations to creditors.
Liquidity and financial flexibility can be evaluated using the information contained in this statement. The
Statement of Activities summarizes the Board's revenues and expenses for the current year. A net
(expense) revenue format is used to indicate to what extent each function is self-sufficient.

The second set of statements included in the basic financial statements is the Fund Financial
Statements, which are presented for the Board’'s governmental fund and proprietary fund. These
statements present the governmental funds on the modified accrual basis of accounting, measuring the
near term inflows and outflows of financial resources and what is available at year-end to spend in the
next fiscal year. The proprietary fund is presented on the full accrual basis of accounting. The fund
financial statements focus on the Board’s most significant funds. Because a different basis of accounting
in used in the government wide statements, reconciliation from the governmental fund financial
statements to the government-wide statements is required. The government-wide statements provide
information about the Board as an economic unit and the fund financial statements provide information on
the financial resources of each of the Board’s major funds.



Government-wide Statements

The government-wide statements report information about the unit as a whole using accounting methods
similar to those used by private-sector companies. The Statement of Net Assets includes all of the
Board's assets and liabilities. All of the current year's revenues and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

The two government-wide statements report the board’s net assets and how they have changed. Net
assets are the difference between the board’'s assets and liabilities this method is one way to measure
the unit's financial health or position.

4 Over time, increases or decreases in the Board's net assets are an indicator of whether its
financial position is improving or deteriorating.

& To assess the Board's overall health, you need to consider additional non-financial factors such
as changes in the County’s property tax base and the physical condition of its school buildings
and other tangible assets.

The unit’s activities are divided into two categories in the government-wide statements:

-~ Governmental activities: Most of the Board’s basic services are included here, such as regular
and special education, transportation, and administration. County funding and state and federal
aid finance most of these activities.

- Business-type activities: The Board charges fees to help it cover the costs of certain services it
provides. School food service is included here.

The government-wide statements are shown as Exhibits 1 and 2 of this report.
Fund Financial Statements

The fund financial statements provide more detailed information about the Board’s funds, focusing on its
most significant or “major” funds-not the unit as a whole. Funds are accounting devices the Board uses
to keep track of specific sources of funding and spending on particular programs.

<+ Some funds are required by State law, such as the State Public School Fund

& The Board has established other funds to control and manage money for a particular purpose or
to show that it is properly using certain revenues, such as in the Federal Grants fund.

Gates County Board of Education has two types of funds:

Governmental funds: Most of the Board's basic services are included in the governmental funds, which
generally focus on two things-how cash and other assets can readily be converted to cash flow in and
out, and the balances left at year-end that are available for spending. As a result of this focus, the
governmental funds statements provide a detailed short-term view that helps the reader determine
whether there are more or fewer financial resources that can be spent in the coming year to finance the
Board's programs. Because this information does not encompass the additional long-term focus of the
government-wide statements, additional information at the bottom of the governmental funds statements,
in the form of reconciliation, explains the relationship (or differences) between the government-side and
the fund financial statements. The Board has several governmental funds: the General Fund, the State
Public School Fund, the Individual Schools Fund, the Capital Outlay Fund, and the Federal Grants Fund.

The governmental fund statements are shown as Exhibits 3, 4 and 5 of this report.



Proprietary funds: Services for which the Board charges a fee are generally reported in the proprietary
funds. The proprietary fund statements are reported on the same full accrual basis of accounting as the
government-wide statements. Gates County Board of Education has one proprietary fund — the School
Food Service Fund.

The proprietary fund statements are shown as Exhibits 6, 7, and 8 of this repont.

Financial Analysis of the Schools as a Whole

Net assets are an indicator of the fiscal health of the Board. Assets exceeded liabilities by $14,022,899
as of June 30, 2012. The largest component of net assets is invested in capital assets, net of related

debt, of $13,323,054. It comprises 95% of the total net assets.

Following is a summary of the Statement of Net Assets:

Table 1
Condensed Statement of Net Assets
Governmental Activities Business Type Activities Total
2012 2011 2012 2011 2012 2011
Current assets $ 1,716956 $ 1,761,515 $ 341,125 § 305673 $ 2,058,081 $ 2,067,188
Capital assets 13,301,845 13,789,406 59,083 58,867 13,360,928 13,848,273
Total assets 15,018,801 15,550,921 400,208 364,540 15,419,009 15,915,461
Current liabilities 1,367,447 1,392,102 500 500 1,367,947 1,392,602
Long-term liabilities - 37,874 28,163 23,736 28,163 61,610
Total liabilities 1,367,447 1,429,976 28,663 24,236 1,396,110 1,454,212
Invested in capital assets, net of
related debt 13,263,971 13,713,661 59,083 58,867 13,323,054 13,772,528
Restricted net assets 225,056 243,458 - - 225,056 243,458
Unrestricted net assets 162,327 163,826 312,462 281,437 474,789 445,263
Total net assets $ 13,651,354 § 14,120,945 § 371,545 § 340,304 $ 14,022,899 $ 14,461,249

Note that net assets decreased during the year. The decrease in net assets of $438,350 is due largely to
decreases in capital assets. Unrestricted net assets increased by $29,526 primarily due to the increase in
the current assets of both the governmental and business type activities. Also, note that the School
Board carries capital assets for which Gates County carries the offsetting debt. Restricted net assets
represent constraints on resources that are otherwise externally imposed by creditors, grantors,
contributors, or the laws or regulations of other governments, or imposed by law through state statute.



The following table shows the revenues and expenses for the Board for the current fiscal year.

Table 2
Condensed Revenues, expenses, and changes in net assets
Governmental Activities Business Type Activities Total
2012 2011 2012 2011 2012 2011
Revenues:
Program revenues:

Charges for services $ 302172 $ 287704 $ 492,711 § 519,883 $ 794883 $ 807,587

Operating grants and contributions 13,024,309 13,376,666 616,089 624,425 13,640,398 14,001,091

Capital grants and contributions - - - - - -
General revenues:

Other revenues 5,514,803 5,669,778 116 91 5,514,919 5,669,869
Total revenues 18,841,284 19,334,148 1,108,916 1,144,399 19,950,200 20,478,547
Expenses:

Governmental activities:

Instructional services 14,129,840 14,578,244 . - 14,129,840 14,578,244

System-wide support services 4,426,893 4,277,062 - - 4,426,893 4,277,062

Ancilliary services 207,757 211,124 - - 207,757 211,124

Non-programmed charges (3,557) (3,628) - - (3,557) (3,628)

Depreciation 481,466 469,161 - - 481,466 469,161
Business-type activites:

Food service - - 965,888 939,175 965,888 939,175

Child care - - 180,266 185,232 180,266 185,232
Total expenses 19,242,399 19,531,963 1,146,154 1,124,407 20,388,553 20,656,370
Transfers In (Out) (68,477) (51,206) 68,477 51,206 -
Increase (decrease) in net assets (469,592) (249,021) 31,239 71,198 {(438,353) (177,823)
Beginning net assets 14,120,946 14,369,967 340,306 269,108 14,461,249 14,639,072
Ending net assets 13,651,354 14,120,946 371,545 340,308 14,022,896 14,461,249

Total governmental activities generated revenues of $18,841,284 while expenses in this category totaled
$19,242,399. Comparatively, revenues were $19.3 million and expenses totaled $19.5 million for the year
ended June 30, 2011. The decrease in net assets stands at $469,592 compared to a decrease of
$249,021 for year ended June 30, 2011. Instructional expenses comprised 73% of total governmental-
type expenses while system-wide support services made up 23% of those expenses for 2012. County
funding comprised 15% of total governmental revenue while unrestricted State funding added another
13% for 2012. In 2011, county funding was 15% and unrestricted State funding added 16%. Much of the
remaining 72% of total governmental revenue for 2012 consists of restricted State and Federal money.
This revenue represented 69% of total revenue in 2011. Business-type activities generated revenue of
$1,108,916 and had expenses of $1,146,154. Net assets increased in the business-type activities by
$31,239.
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Financial Analysis of the Board’s Funds

Governmental Funds: The focus of Gates County Board of Education’s governmental funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such information is useful
in assessing the Board’s financing requirements.

The Board’s governmental funds reported a combined fund balance of $1,217,317 a decrease of $80,429
from last year. This was due primarily to the General Fund and the Individual School Fund.

Proprietary Funds: The Board's business-type fund performed well in the past year. In a year of
escalating food prices, the business type funds increased a total of $31,239. This increase was due
primarily to cutting costs associated with salaries and purchases in the Child Nutrition Fund, and an
increase in the revenue associated with the Child Care Fund.

General Fund Budgetary Highlights

Over the course of the year, the Board revised the budget several times to account for changes in
revenue expectations and to increase appropriations in light of the increased revenue estimates and new
programs or grants received. Increases in estimated revenues and corresponding increases in
appropriations totaled $438,515 in the General Fund. The reason for this increase in the initial budget to
the final budget is due to several program budget amounts that were unknown prior to the approval of the
initial budget. These program budget amounts were added after this initial budget was approved via
budget amendments in the new fiscal year.

Capital Assets
Capital assets, net of depreciation decreased by $487,345 from the previous year. This was largely due

to an increase of depreciation recorded and the reduction of vehicles in the current year. The following is
a summary of the capital assets, net of depreciation at year-end. See the table below.

Table 3

Summary of capital assets

Governmental Activities Business Type Activities Total
2012 2011 2012 2011 2012 2011
Land $ 53670 $ 53670 § - $ - $ 53670 $ 53,670
Construction in progress - 20,000 - - - 20,000
Buildings and improvements 12,316,154 12,710,453 - - 12,316,154 12,710,453
Equipment, furniture, and library books 258,231 229,895 59,083 58,867 317,314 288,762
Vehicles 673,790 775,388 - - 673,790 775,388
Total $ 13,301,845 $13,789,406 $ 59,083 $58,867 $13,360,928 § 13,848,273
Debt Outstanding

During the year the Board’s outstanding debt decreased by $37,873 due to the use of instaliment
financing to pay for school buses. The Board is limited by North Carolina General Statutes with regards
to the types of debt it can issue and for what purpose that debt can be used. The County holds all debt
issued for school capital construction. At June 30, 2012, the only debt was issued by the State for
replacement school buses, on a three year capital lease. The lease ends in 2012. The state provides the
resources in the form of revenue to make the payments, however, the lease agreement is a liability of the
school board who owns the vehicles.
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Economic Factors

The Board anticipates no increase in enroliment over the next several years and may lose some state
funding as a result of fluctuations in Elementary versus Secondary student numbers. County funding is a
major source of income for the Board; therefore the County’s economic outlook directly affects that of the
schools. The following factor has positively affected the economic outlook of Gates County.

< The County has an unemployment rate of 8.2%, relatively low compared to the state average of
9.7%.

Requests for Information

This report is intended to provide a summary of the financial condition of Gates County Board of
Education. Questions or requests for additional information should be addressed to:

Rube F. Blanchard, Finance Officer
Gates County Board of Education
205 Main Street
P OBox 125
Gatesville, NC 27938
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Gates County Board of Education, North Carolina
Statement of Net Assets

ASSETS
Cash and cash equivalents
Accounts receivable
Due from other governments
Inventories
Internal balances
Capital assets
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets
Total assets

LIABILITIES
Accounts payable and accrued expenses
Accrued salaries and wages payable
Customer deposits
Long term liabilities:
Due within one year
Total liabilities

NET ASSETS
Invested on capital assets, net of related debt
Restricted for:
Individual schools
School capital outlay
Unrestricted (deficit)
Total net assets

Exhibit 1
June 30, 2012
Primary Government
Governmental  Business-type
Activities Activities Total
$ 1,385,458 $ 265,646 1,651,104
8,458 38,433 46,891
317,475 19,482 336,957
- 23,129 23,129
5,565 (5,565) -

53,670 - 53,670
13,248,175 59,083 13,307,258
13,301,845 59,083 13,360,928
15,018,801 400,208 15,419,009
172,049 - 172,049
327,590 - 327,590
- 500 500
867,808 28,163 895,971
1,367,447 28,663 1,396,110
13,263,971 59,083 13,323,054
158,984 - 158,984
66,072 - 66,072
162,327 312,462 474,789
$ 13,651,354 $ 371,545 14,022,899

The notes to the financial statements are an integral part of this statement.
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Gates County Board of Education, North Carolina Exhibit 2
Statement of Activities
For the Year Ended June 30, 2012
Program Revenues Net (Expense) Revenue and Changes in Net Assets
Primary Government

Operating Capital
Charges for Grants and Grants and Governmental Business-type
Function/Programs Expenses Services Contributions  Contributions Activities Activities Total
Primary government:
Govemmental Activities:
Instructional services
Regular instructional $ 8626514 §$ 20,516 $ 6685309 $ - $ (1,920,689) $ - 8 (1,920,689)
Special populations 1,502,752 - 1,472,345 - (30,407) - (30,407)
Alternative programs 1,034,358 - 972,019 - (62,339) - (62,339)
School leadership 995,647 - 835,519 - (160,128) - (160,128)
Co-curricular 97,670 - - - (97,670) (97,670)
School-based support 1,872,899 281,656 1,044,625 - (546,618) - (546,618)
System-wide support services
Support and development 116,901 - 82,909 - (33,992) - (33,992)
Special population support and development 129,667 - 127,805 - (1,862) - (1,862)
Alternative programs and support and development 1,009 - 1,009 - - -
Technology support 27,039 - 451,515 - 424,476 - 424,476
Operational support 2,973,146 - 849,458 - (2,123,688) - (2,123,688)
Financial and human resource 587,442 - 168,379 - (419,063) - (419,063)
Accountability 91,839 - 3,507 - (88,332) - (88,332)
System-wide pupil relations 93,168 - - - (93,168) - (93,168)
Policy, leadership and public relations 406,682 - 266,088 - (140,594) (140,594)
Ancillary services 207,757 - 51,587 - (156,170) - (156,170)
Non-programmed charges (3,557) - 12,235 - 15,792 - 15,792
Unallocated depreciation expense 481,466 - - - (481,466) - (481,466)
Total governmental activities 19,242 399 302,172 13,024,309 - (5.915,918) - (5.915,918)
Business-type activities:
School food service 965,888 319,144 616,089 - - (30,655) (30,655)
Child care 180,266 173,567 - - - (6,699) (6,699)
Total business-type activities 1,146,154 492,711 616,089 - - (37,354) (37,354)
Total primary government $ 20,388,553 $ 794883 $ 13,640,398 $ - (5,915,918) (37,354) (5,953,272)
General revenues:
Unrestricted county appropriations - operating 2,777,079 - 2,777,079
Unrestricted county appropriations - capital 100,000 - 100,000
Unrestricted State appropriations - operating 2,299,041 - 2,299,041
Unrestricted State appropriations - capital 37,873 - 37,873
Unrestricted Federal grants 80,203 80,203
Investment earnings, unrestricted 1,952 116 2,068
Miscellaneous, unrestricted 218,655 - 218,655
Transfers (68,477) 68,477 -
Total general revenues and transfers 5,446,326 68,593 5,514,919
Change in net assets (469,592) 31,239 (438,353)
Net assets, beginning 14,120,946 340,306 14,461,252
Net assets, ending $ 13,651,354 § 371,545 § 14,022,899

The notes to the financial statements are an integral part of this statement.
10
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Gates Countv Board of Education. North Carolina Exhibit 3
Balance Sheet
Governmental Funds
June 30, 2012
Major Funds
Total
State Public Nonmajor Governmental
General School Funds Funds
ASSETS
Cash and cash equivalents $ 1,160,402 $ - 8 225,056 $ 1,385,458
Accounts receivable 8,458 - - 8,458
Due from other funds 5,565 - - 5,565
Due from other governments . 289,141 28,334 317,475
Total assets $ 1174425 $ 289,141 $ 253390 $ 1,716,956
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 172,049 $ - § - % 172,049
Accrued salaries and wages payable 10,115 289,141 28,334 327,590
Total liabilities 182,164 289,141 28,334 499,639
Fund balances:
Restricted:
Stabilization by State Statute 14,023 - - 14,023
School Capital Outlay - - 66,072 66,072
Individual Schools - - 158,984 158,984
Committed:
NC Pre-K Program 2,133 - 2,133
Community Center 16,276 - 16,276
Assigned:
Unassigned: 959,829 - - 959,829
Total fund balances 992,261 - 225,056 1,217,317
Total liabilities and fund balances $ 1,174,425 § 289,141 § 253,390
Amounts reported for governmental activities in the
net assets (Exhibit 1) are different because:
Capital assets used in governmental activities are not
resources and are therefore not reported in the funds. 13,301,845
Some liabilities, including bonds payable and accrued
are not due in the current period and therefore are not
reported in the funds (Note 4). ____ (867,808)

The notes to the financial statements are an intearal part of this statement.
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Gates County Board of Education, North Carolina
Statement of Revenues, Expenses, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2012
Major Funds
Total
State Public Nonmajor Governmental
General School Funds Fund
REVENUES
State of North Carolina $ 307,129 $ 13,186,787 $ 37,873 $ 13,531,789
Gates County 2,777,079 - 100,000 2,877,079
U. S. Government 85,567 - 1,682,504 1,668,071
Other 394,216 - 444,247 838,463
Total revenues 3,563,991 13,186,787 2,164,624 18,915,402
EXPENDITURES
Current:
Instructional services
Regular instructional 566,592 7,963,726 134,845 8,665,163
Special populations 33,957 1,041,503 437,464 1,512,924
Alternative programs 239,524 381,651 411,552 1,032,727
School leadership 33,238 948,599 13,318 995,155
Co-curriculm 97,670 - - 97,670
School-based support 153,946 1,168,318 545,477 1,867,741
System-wide support services:
Support and development 9,258 97,189 9,475 115,922
Special population support
and development 1,147 126,870 935 128,952
Alternative programs and services
support and development - - 1,009 1,009
Technological support 2,201 24,838 - 27,039
Operational support 1,783,062 723,866 426,677 2,933,605
Financial and human resources 270,360 272,449 41,604 584,413
Accountability 1,142 90,697 - 91,839
System-wide pupil support 94,126 - - 94,126
Policy, leadership and public relations 116,013 295,754 10,025 421,792
Ancillary services 205,206 1,686 - 206,892
Non-programmed charges - (260) 12,495 12,235
Capital outlay:
Real property and buildings - - 100,277 100,277
Debt service:
Principal - - 37,873 37,873
Total expenditures 3,607,442 13,136,886 2,183,026 18,927,354
Excess (deficiency) of revenues
over expenditures (43,451) 49,901 (18,402) (11,952)
Other financing sources (uses):
Transfer (to) from other funds (18,576) (49,901) - (68,477)
Total other financing sources (uses) (18,576) (49.901) - (68,477)
Net change in fund balance (62,027) - (18,402) (80,429)
Fund balances-beginning 1,054,288 - 243,458 1,297,746
Fund balances-ending $ 992,261 - 8 225,056 $ 1,217,317

The notes to the financial statements are an intearal part of this statement.
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Exhibit 5
Gates Countv Board of Education. North Carolina
Statement of Revenues. Expenses. and Chanaes in Fund
Governmental Funds

For the Year Ended June 30. 2012

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

Net changes in fund balances - total governmental funds $ (80,429)

Governmental funds report capital outlays as expenditures.

However, in the Statement of Activities the cost of those

assets is allocated over their estimated useful lives and

reported as depreciation expense. This is the amount

by which capital outlays exceeded depreciation in the

current period. (487,561)

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment of
the principal of long-term debt consumes the current
financial resources of governmental funds. Neither
transactions has any effect on net assets. Also,
governmental funds report the effect of issuance costs,
premiums, discounts and similar items when debt is

first issued, whereas these amounts are deferred and
amortized in the Statement of Activities. This amount is
the net effect of these differences in the treatment of long-
term debt and related items. 37,873

Some expenses reported in the Statement of Activities do
no require the use of current financial resources and,
therefore, are not reported as expenditures in governmental
funds.
Compensated absences 60,525

Total changes in net assets of governmental activities $ (469,592)

The notes to the financial statements are an intearal part of this statement.
13



Exhibit 6

Gates County Board of Education, North Carolina
Statement of Revenues, Expenses, and Changes in Fund Balance - Budget and Actual

General Fund

For the Year Ended June 30, 2012

General Fund

Variance with
Final Budget-
Positive
Final Actual (Negative)

Revenues:
State of North Carolina $ $ 307,129 $ 307,129 § -
Gates County 2,777,079 2,777,079 -
U. S. Government 85,567 85,567 -
Other 393,541 394,216 675
Total revenues 3,563,316 3,563,991 675
Expenditures:
Current:
Instructional services
Regular instructional 571,075 566,592 4,483
Special populations 33,957 33,857 -
Alternative programs 243,869 239,524 4,345
School leadership 35,292 33,238 2,054
Co-curricular 100,580 97,670 2,920
School-based support 156,652 153,946 2,706
System-wide support services:
Support and development 9,279 9,258 21
Special populations support 1,147 1,147 -
Technical support 2,201 2,201 -
Operational support 1,892,596 1,783,062 109,534
Financial and human resources 344,088 281,865 270,360 11,505
Accountability 1,691 1,142 1,142 -
System-wide pupil support 142,405 122,585 94,126 28,459
Policy, leadership and public relation 165,227 130,308 116,013 14,295
Ancillary services 195,500 222,872 205,206 17,666
Total expenditures 3,342,663 3,805,431 3,607,442 197,989
Revenues over (under) expenditures (217,862) (242,115) (43,451) 198,664
Other financing sources (uses):
Transfers to other funds - (18,576) (18,576) -
Fund balance appropriated 260,691 - (260,691)
Total other financing sources (uses) 242,115 (18,576) (260,691)
Revenues and other sources over (under)
expenditures and other uses $ $ - (62,027) § (62,027)
Fund balances, beginning of year 1,054,288
Fund balances, end of year $ 992,261

The notes to the financial statements are an integral part of this statement.
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Exhibit 6 continued
Gates County Board of Education, North Carolina
Statement of Revenues, Expenses, and Changes in Fund Balance - Budget and Actual
Annually Budgeted Major Special Revenue Fund
For the Year Ended June 30, 2012

State Public School Fund

Variance with
Final Budget-
Positive
Original Final Actual (Negative)
Revenues:
State of North Carolina $ 13,320,295 $ 13,436,818 $ 13,186,787 $ (250,031)
Total revenues 13,320,295 13,436,818 13,186,787 {250,031)
Expenditures:
Current:
Instructional services
Regular instructional 8,979,405 8,199,385 7,963,726 235,659
Special populations 1,143,888 1,041,503 1,041,503 -
Alternative programs 362,011 381,651 381,651 -
School leadership 543,851 954,700 948,599 6,101
School-based support 1,002,213 1,176,556 1,168,318 8,238
System-wide support services:
Support and development 100,765 97,189 97,189 -
Special populations support 112,891 126,870 126,870 -
Technical support - 24,871 24,838 33
Operational support 525,117 723,866 723,866 -
Financial and human resources 154,134 272,449 272,449 -
Accountability 89,011 90,697 90,697 -
Policy, leadership and public relations 254,431 295,754 295,754 -
Ancillary services - - 1,686 (1,686)
Non-programmed charges - (260) (260) -
Total expenditures 13,267,717 13,385,231 13,136,886 248,345
Revenues over (under) expenditures 52,578 51,588 49,901 (1,687)
Other financing sources (uses):
Transfer to other funds (52,578) (51,588) (49,901) (1,687)
Total other financing sources (uses) (52,578) (51,588) (49,901) (1,687)
Revenues and other sources over (under)
expenditures and other uses $ - $ - - $ -

Fund balances, beginning of year -
Fund balances, end of year $ -

The notes to the financial statements are an integral part of this statement.
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ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable
Due from other governments
Inventories
Total current assets

Noncurrent assets:
Capital assets:
Food service equipment, net
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Compensated absences
Due to other funds
Parent deposits
Total current liabilities

NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

Total net assets

Exhibit 7
Gates County Board of Education, North Carolina
Statement of Net Assets
Proprietary Funds
June 30, 2012
Enterprise Funds
Major Fund Nonmajor Fund
School Food
Service Child Care Total
$ 265,646 $ - 265,646
4,015 34,418 38,433
19,482 - 19,482
23,129 - 23,129
312,272 34,418 346,690
59,083 - 59,083
59,083 - 59,083
$ 371,355 § 34,418 405,773
$ 28,163 § - 28,163
- 5,565 5,565
- 500 500
28,163 6,065 34,228
59,083 - 59,083
284,109 28,353 312,462
343,192 28,353 371,545
$ 371355 § 34,418 405,773

Total liabilities and net assets

The notes to the financial statements are an integral part of this statement.
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Exhibit 8
Gates County Board of Education, North Carolina
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2012
Enterprise Fund
Major Fund | Nonmajor Fund
School Food
Service Child Care Total

OPERATING REVENUES
Food sales $ 319,144 $ - $ 319,144
Child care fees - 173,567 173,567

Total operating revenues 319,144 173,567 492,711
OPERATING EXPENSES
Food cost:

Purchase of food 290,463 - 290,463

Donated commodities 42,633 - 42,633
Salaries and benefits 475,464 153,486 628,950
Indirect costs 68,918 - 68,918
Materials and supplies 48,600 26,163 74,763
Depreciation 10,139 - 10,139
Contracted services 12,000 - 12,000
Travel 500 - 500
Other 17,171 617 17,788

Total operating expenses 965,888 180,266 1,146,154

Operating income (loss) (646,744) (6,699) (653,443)

NONOPERATING REVENUES (EXPENSES)
Federal reimbursements 569,538 - 569,538
Federal commodities 42,633 - 42,633
Indirect costs 3,918 - 3,918
Interest earned 116 - 116

Total nonoperating revenues (expenses) 616,205 - 616,205

Income (loss) before contributions and transfers (30,539) (6,699) (37,238)
Transfers from other funds 49,901 18.576 68,477

Change in net assets 19,362 11,877 31,239

Total net assets - beginning 323,830 16,476 340,306
Total net assets - ending $ 343,192 $ 28,353 § 371,545

The notes to the financial statements are an intearal oart of this statement.
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Gates County Board of Education, North Carolina Exhibit 9
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2012
Enterprise Funds
Major Fund | Non-Major Fund |
School Food
Service Child Care Total
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 319,018 $ 167,103 $ 486,121
Cash paid for goods and services (417,452) (8,204) (425,656)
Cash paid to employees for services (421,136) (153,486) (574,622)
Net cash provided (used) by operating activities (519,570) 5,413 (514,157)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Decrease (increase) in due from other funds - (5,413) (5,413)
Federal reimbursements 564,169 - 564,169
Net_ qash provided (used) by noncapital financing 564,169 (5.413) 558,756
activites
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets (10,355) - {10,355)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments 116 - 116
Net increase (decrease) in cash and cash 34 360 _ 34360
equivalents ' ’
Balances-beginning of the year 231,286 - 231,286
Balances-end of the year $ 265,646 $ - 8 265,646
Reconciliation of operating income (loss) to net
cash provided (used) by operating activities:
Operating income (loss) $ (646,744) $ (6,699) $ (653,443)
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:
Depreciation 10,139 - 10,139
Donated commodities consumed 42,633 - 42,633
Salaries paid by special revenue fund 49,901 - 49,901
Operating transfer - 18,576 18,576
Indirect costs not paid 3,918 - 3,918
Changes in assets and liabilities:
(Increase) decrease in accounts receivables (128) (6,464) (6,592)
(Increase) decrease in inventory 16,284 - 16,284
Increase (decrease) in compensated absences 4,427 - 4,427
Total adjustments 127,174 12,112 139,286
Net cash provided (used) by operating activities $ (519,570) $ 5413 § (514,157)

The notes to the financial statements are an integral part of this statement.
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Gates County Board of Education, North Carolina Exhibit 9
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2012

Noncash investing, capital, and financing activities:

The State Public School Fund paid salaries and benefits of $49,901 to adminstrative personnel of the School
Food Service Fund during the year. The payment is reflected as a transfer in and an operating expense on
Exhibit 8.

Indirect costs of $3,918 that would be due to the General Fund were not paid. These unpaid costs are
reflected as a nonoperating revenue and an operating expense on Exhibits 8.

The School Food Service Fund received donated commodities with a value of $42,633 during the fiscal year.
The receipt of the commodities is recognized as a nonoperating revenue. The Fund recorded the
consumption of $42,633 worth of donated commodities during the fiscal year as an operating expense.
These transactions are reported on Exhibit 8.

The notes to the financial statements are an integral part of this statement.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

1. Summary of Significant Accounting Policies

The accounting policies of the Gates County Board of Education conform to generally accepted
accounting principles as applicable to governments. The following is a summary of the more significant
accounting policies.

A. Reporting Entity

The Gates County Board of Education (Board) is a Local Education Agency empowered by State law
[Chapter 115C of the North Carolina General Statutes] with the responsibility to oversee and control all
activities related to public school education in Gates County, North Carolina. The Board receives State,
local and federal government funding and must adhere to the legal requirements of each funding entity.

B. Basis of Presentation — Fund Accounting

Government-wide Statements: The statement of net assets and the statement of activities display
information about the Board. These statements include the financial activities of the overall government,
except for fiduciary activities. Eliminations have been made to minimize the effect of internal activities
upon revenues and expenses. These statements distinguish between the governmental and business-
type activities of the Board. Governmental activities generally are financed through intergovernmental
revenues, and other non-exchange transactions. Business-type activities are financed in whole or in part
by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for
the different business-type activities of the Board and for each function of the Board’s governmental
activities. Direct expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particular function. Indirect expense allocations that have been
made in the funds have been reversed for the statement of activities. Program revenues include (a) fees
and 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 are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the Board’s funds,
including its fiduciary funds. Separate statements for each fund category — governmental and proprietary
- are presented. The emphasis of fund financial statements is on major governmental and enterprise
funds, each displayed in a separate column. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and
investment earnings, result from nonexchange transactions or ancillary activities.

The Board reports the following major governmental funds:

General Fund. The General Fund is the general operating fund of the Board. The General Fund accounts
for all financial resources except those that are required to be accounted for in another fund. This fund is
the “Local Current Expense Fund,” which is mandated by State law [G.S. 115C-426].

State Public School Fund. The State Public School Fund includes appropriations from the Department of
Public Instruction for the current operating expenditures of the public school system.

20



~3 T3 T3 T3 T3 —3I T T3 B T3

GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

The Board reports the following major enterprise fund:

School Food Service Fund. The School Food Service Fund is used to account for the food service
program within the school system.

C. Measurement Focus and Basis of Accounting

Government-wide and Proprietary Fund Financial Statements. The government-wide and proprietary
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. Non-exchange transactions,
in which the Board gives (or receives) value without directly receiving (or giving) equal value in exchange,
include grants and donations. Revenue from grants and donations is recognized in the fiscal year in
which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available. The Board considers all revenues reported in
the governmental funds to be available if the revenues are collected within sixty days after year-end.
These could include federal, State, and county grants, and some charges for services. Expenditures are
recorded when the related fund liability is incurred, except for claims and judgments and compensated
absences, which are recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Acquisitions under capital leases are
reported as other financing sources.

Under the terms of grant agreements, the Board funds certain programs by a combination of specific
cost-reimbursement grants and general revenues. Thus when program expenses are incurred, there are
both restricted and unrestricted net assets available to finance the program. It is the Board’s policy to first
apply cost-reimbursement grant resources to such programs and then general revenues.

All governmental and business-type activities and enterprise funds of the Board follow FASB Statements
and Interpretations issued on or before November 30, 1989, Accounting Principles Board Opinions, and
Accounting Research Bulletins, unless those pronouncements conflict with GASB pronouncements.

D. Budgetary Data

The Board's budgets are adopted as required by the North Carolina General Statutes. Annual budgets
are adopted for all funds, except for the individual schoois special revenue funds, as required by North
Carolina General Statutes. No budget is required by State law for individual school funds. All
appropriations lapse at the fiscal year-end. All budgets are prepared using the modified accrual basis of
accounting.

Expenditures may not legally exceed appropriations at the functional level for all annually budgeted funds.
The superintendent is authorized by the governing Board to transfer appropriations within a fund. The
superintendent may transfer amounts and objects of expenditures within a function without limitations and
without a report being required. All amendments must be approved by the governing Board. During the
year, several immaterial amendments to the original budget were necessary. The budget ordinance must
be adopted by July 1 of the fiscal year or the governing Board must adopt an interim budget that covers
that time until the annual ordinance can be adopted.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

E. Assets, Liabilities and Fund Equity
1. Deposit and Investments

All deposits of the Board are made in board-designated official depositories and are secured as required
by State law [G.S. 115C-444). The Board may designate, as an official depository, any bank or savings
association whose principal office is located in North Carolina. Also, the Board may establish time
deposit accounts such as NOW and SuperNOW accounts, money market accounts, and certificates of
deposit. The Board also has money credited in its name with the State Treasurer and may issue State
warrants against these funds.

State law [G.S. 115C-443] authorizes the Board to invest in obligations of the United States or obligations
fully guaranteed both as to principal and interest by the United States; obligations of the State of North
Carolina; bonds and notes of any North Carolina local government or public authority; obligations of
certain non-guaranteed federal agencies; certain high quality issues of commercial paper and bankers’
acceptances; and the North Carolina Capital Management Trust (NCCMT), an SEC-registered (2a-7)
money market mutual fund; and the North Carolina State Treasurer's Short Term Investment Fund (STIF).

The STIF is managed by the staff of the Department of State Treasurer and operated in accordance with
state laws and regulations. It is not registered with the SEC. The STIF consists of an internal portion and
an external portion in which the board participates. Investments are restricted to those enumerated in
G.S. 147-68-1.

The Board's investments are reported at fair value as determined by quoted market prices. The NCCMT
Cash Portfolio’s securities are valued at fair value, which is the NCCMT’s share price. The STIF securities
are reported at cost and maintain a constant $1 per share value. Under the authority of G.S. 147-69.3, no
unrealized gains or losses of the STIF are distributed to external participants of the fund.

The Board had no investments at June 30, 2012 or during the year then ended that were required to be
reported at fair value and consequently, there were no changes in the fair value of investments.

2. Cash and Cash Equivalents

For the Statement of Cash Flows, the Board considers demand deposits, and short-term, highly liquid
investments which are readily convertible to known amounts of cash and have original maturities of three
months or less to be cash and cash equivalents. All cash and investments are essentially demand
deposits and are considered cash and cash equivalents.

3. Inventories

The inventories of the Board are valued at cost and the Board uses the first-in, first-out (FIFO) flow
assumption in determining cost. The Board had no inventories in the General Fund. Proprietary Fund
inventories consist of food and supplies and are recorded as expenses when consumed.

4, Capital Assets

The Board’s capital assets are recorded at original cost. Donated assets are listed at their estimated fair
value at the date of donation or forfeiture. Improvements are capitalized and depreciated over the
remaining useful lives of the related capital assets. Certain items acquired before July 1, 2000 are
recorded at an estimated original historical cost. The total of these estimates is not considered large
enough that any errors would be material when capital assets are considered as a whole.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

It is the policy of the Board to capitalize all capital assets costing more than $5,000 with an estimated
useful life of two or more years. In addition, other items that are purchased and used in large quantities
such as student desks are capitalized. The cost of normal maintenance and repairs that do not add to the
value of the asset or materially extend asset lives are not capitalized.

Gates County holds title to certain properties, which are reflected as capital assets in the financial
statements of the Board. The properties have been deeded to the County to permit installment purchase
financing of acquisition and construction costs and to permit the County to receive refunds of sales tax
paid for construction costs. Agreements between the County and the Board gives the schools full use of
the facilities, full responsibility for maintenance of the facilities, and provides that the County will convey
title of the property back to the Board, once all restrictions of the financing agreements and all sales tax
reimbursement requirements have been met.

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

Years
Buildings and improvements 15-50
Equipment, fumiture, vehicles, and library books 315

Depreciation for capital assets that serve multiple purposes cannot be allocated ratably and is therefore
reported as “unallocated depreciation” on the Statement of Activities.

5. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities.

6. Compensated Absences

The Board follows the State’s policy for vacation and sick leave. Employees may accumulate up to thirty
(80) days earned vacation leave with such leave being fully vested when earned. The Board's liability for
accumulated earned vacation and the salary-related payments as of June 30, 2012 is recorded in the
government-wide and proprietary fund financial statements on a FIFO basis. An estimate has been made
based on prior years’ records, of the current portion of compensated absences.

The sick leave policy of the Board provides for an unlimited accumulation of earned sick leave. Sick
leave does not vest, but any unused sick leave accumulated at the time of retirement may be used in the
determination of length of service for retirement benefit purposes. Since the board has no obligation for
accumulated sick leave until it is actually taken, no accrual for sick leave has been made.

7. Net Assets/Fund Balances

Net Assets

Net assets in the government-wide and proprietary fund financial statements are classified as invested in
capital assets, net of related debt; restricted; and unrestricted. Restricted net assets represent
constraints on resources that are either externally imposed by creditors, grantors, contributors, or the laws
or regulations of other governments, or imposed by law through state statute.

Fund Balance

In the governmental fund financial statements, fund balance is composed of five classifications designed
to disclose the hierarchy of constraints placed on how fund balance can be spent.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

The governmental fund types classify fund balances as follows:

Nonspendable fund balance — This classification includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained intact.

Inventories — portion of fund balance that is not an available resource because it
represents the year-end balance of ending inventories, which are not spendable
resources.

Assets held for resale — portion of fund balance that is not an available resource because
it represents the year end balance of assets held for resale, which are not spendable
resources.

Restricted fund balance — This classification includes amounts that are restricted to specific purposes
externally imposed by creditors or imposed by law.

Restricted for Stabilization by State Statute — portion of fund balance that is restricted by
State Statute [G.S. 115C-425(a)].

Restricted for School Capital Outlay — portion of fund balance that can only be used for
School Capital Outlay. [G.S. 159-18 through 22]

Restricted for Individual Schools — revenue sources restricted for expenditures for the
various clubs and organizations, athletic events, and various fund raising activities for
which they are collected.

Committed fund balance — portion of fund balance that can only be used for specific purpose imposed by
majority vote by quorum of the Board of Education’s governing body (highest level of decision-making
authority) and in certain instances approval by the County's governing body is required. Any changes or
removal of specific purposes requires majority action by the governing bodies that approved the original
action.

Assigned fund balance — portion of fund balance that Gates County Board of Education intends to use for
specific purposes.

Subsequent year's expenditures — portion of fund balance that is appropriated in the next
year's budget that is not already classified in restricted or committed. The governing
body approves the appropriation.

Unassigned fund balance — the portion if fund balance that has not been restricted, committed, or
assigned to specific purposes or other funds.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

Reconciliation of Government-wide and Fund Financial Statements

1. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets.

The governmental fund balance sheet includes reconciliation between fund balance - total
governmental funds and net assets — governmental activities as reported in the government-wide

statement of net assets. The net adjustment of $12,434,036 consists of several elements as
follows:

Capital assets used in govemmental activities are not financial resources and are
therefore not reported in the funds (total capital assets on govemment-wide

statement in govemmental activities column) $ 24,024,482
Less - Accumulated Depreciation (10,722,637)
13,301,845

Liabiliies that, because they are not due and payable in the current period, do not
require current resources to pay and are therefore not recorded in the fund

statements:
Installment Purchase Obligations (37,874)
Compensated Absences (829,935
Total adjustment $ 12,434,036
2. Explanation of certain differences between the governmental fund statement of revenues,

expenditures, and changes in fund balance and the government-wide statement of activities.

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes reconciliation between net changes in fund balances — total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement of
activities. There are several elements of that total adjustment of ($389,164) as follows:

Capital outlay expenditures recorded in the fund statements but capitalized as
assets in the statement of activities $ 100,692

Depreciation expense, the allocation of those assets over their useful lives, that is

recorded on the statement of activities but notin the fund statements. (568,253)
Principal payments on debt owed are recorded as a use of funds on the fund

statements but affect only the statement of net assets in the government-wide

statements 37,873

Expenses reported in the statement of activities that do not require the use of
current resources to pay are not recorded as expenditures in the fund statements.

Compensated absences are accrued in the govemment-wide statements but not
in the fund statements because they do not use current resources 60,524

$ (369,164)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
Notes to the Financial Statements
For the year ended June 30, 2012

reported revenues and expenses during the reporting period. Actual results could differ from those
estimates.

I, Detail Notes on All Funds

A. Assets
1. Deposits

All of the Board’s deposits are either insured or collateralized by using one of two methods. Under the
Dedicated Method, all deposits exceeding the federal depository insurance coverage level are
collateralized with securities held by the Board's agents in the unit's name. Under the Pooling Method,
which is a collateral pool, all uninsured deposits are collateralized with securities held by the State
Treasurer's agent in the name of the State Treasurer. Since the State Treasurer is acting in a fiduciary
capacity of the Board, these deposits are considered to be held by the agent in the entity’s name. The
amount of the pledged collateral is based on an approved averaging method for non-interest bearing
deposits and the actual current balance for interest bearing deposits. Depositories using the Pooling
Method report to the State Treasurer the adequacy of their pooled collateral covering uninsured deposits.
The State Treasurer does not confirm this information with the Board or with the escrow agent. Because
of the inability to measure the exact amount of collateral pledged for the Board under the Pooling Method,
the potential exists for under collateralization, and this risk may increase in periods of high cash flows.
However, the State Treasurer of North Carolina enforces strict standards of financial stability for each
depository that collateralizes public deposits under the Pooling Method. The Board has no policy
regarding custodial credit risk for deposits.

At June 30, 2012 the Board had deposits with banks with a carrying amount of $1,651,104 and with the
State Treasurer of $0. The bank balances with the financial institutions and the State Treasurer was
$2,150,963 and $270,208, respectively. Of these balances, $265,265 was covered by federal depository
insurance and $1,885,698 was covered by collateral held under the Pooling Method.

2. Accounts Receivable

Receivables at the government-wide level at June 30, 2012, were as follows:

Due from
other funds  Due from
(internal other
balances) govemments Other Total
Govemmental activities:
General Fund $ 5565 $ - $ 8,458 $ 14,023
Other govemmental - 317,475 - 317,475
Total govemmental activities:  $ 5565 $ 317,475 $ 8,458 $ 331,498
Business-type activities
School Food Service $ - $ 19482 §$ 4,015 $ 23,497
Child Care - - 34,418 34,418
3 - $ 19482 § 38433 § 57,915
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{ Due from other governments consists of the following:

™ Govemmental activities:

: State Public School Fund $ 289,141 Operating revenues from NC Dept of Public Instruction
Federal Grants Fund 28,334 Federal grants funds

m Total General Fund $ 317,475

Business-type activities:
School Food Service Fund $ 19,482 USDA reimbursement

3. Capital Assets

Capital asset activity for the year ended June 30, 2012, was as follows:

Beginning Ending
i Balances Increases  Decreases Balances
rn Governmental activities:
- Capital assets not being depreciated:
Land $ 53,670 $ - $ - $ 53,670
r“ Construction in progress 20,000 - 20,000 -
L Total capital assets not being depreciated 73,670 - 20,000 53,670
Capital assets being depreciated:
l‘“’ Buildings 21,647,001 - - 21,647,001
| Equipment and furniture 684,367 100,692 - 785,059
Vehicles 1,538,752 - - 1,538,752
Total capital assets being depreciated 23,870,120 100,692 - 23,970,812
r Less accumulated depreciation for:
Buildings 8,936,548 394,299 - 9,330,847
v Equipment and furniture 454,472 72,356 - 526,828
[M Vehicles 763,364 101,598 - 864,962
Total accumulated depreciation 10,154,384 568,253 - 10,722,637
Total capital assets being depreciated, net 13,715,736 13,248,175
rﬁ Govemmental activity capital assets, net $_13.789,406 $ 13,301,845
Unallocated depreciation $ 481,466
r Business support services 86,787
Total $ 568,253
r 27
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Notes to the Financial Statements
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Beginning Ending
Balances Increases  Decreases Balances
Business-type activities:
School Food Service Fund:
Capital assets being depreciated:
Food service equipment $ 270,466 $ 10355 $ - $ 280,821
Total capital assets being depreciated 270,466 10,355 - 280,82 1
Less accumulated depreciation for:
Food service equipment 211,599 10,139 - 221,738
Total accumulated depreciation 211,599 10,139 - 221,738
Business-type activities capital assets, net $ 58,867 $ 59,083
B. Liabilities
1. Pensions Plan Obligations
a. Teachers’ and State Employees’ Retirement System

Plan Description. Gates County Board of Education contributes to the statewide Teachers’ and State
Employees’ Retirement System (TSERS), a cost-sharing multiple-employer defined benefit pension plan
administered by the State of North Carolina. TSERS provides retirement benefits to plan members and
beneficiaries. Article 1 of G.S. Chapter 135 assigns the authority to establish and amend benefit
provisions to the North Carolina General Assembly. The Teachers’ and State Employees’ Retirement
System is included in the Comprehensive Annual Financial Report (CAFR) for the State of North Carolina.
The State’s CAFR includes financial statements and required supplementary information for TSERS. That
report may be obtained by writing to the Office of State Controller, 3512 Bush Street, Raleigh, North
Carolina 27609, or by calling (919) 981-5454.

Funding Policy. Plan members are required to contribute six percent of their annual covered salary and
the Board is required to contribute at an actuarially determined rate. The current rate is 13.12% of annual
covered payroll. The contribution requirements of plan members and Gates County Board of Education
are established and may be amended by the North Carolina General Assembly. The Board’s
contributions to TSERS for the years ended June 30, 2012, 2011, and 2010, and were $1,407,416,
$1,198,219, and $1,027,312, respectively, equal to the required contributions for each year.

b. Other Post-Employment Benefits
1. Healthcare Benefits

Plan Description. The post retirement benefits are provided through a cost-sharing multiple-employer
defined benefit plan administered by the Executive Administrator and the Board of Trustees of the
Comprehensive Major Medical Plan (the Plan). The Executive Director and the Board of Trustees of the
Plan establishes premium rates except as may be established by the General Assembly in an
appropriation act. The Plan’'s benefit and contribution provisions are established by Chapter 135-7,
Atticle 1, and Chapter 135, Article 3 of the General Statutes and may be amended only by the North
Carolina General Assembly. By General Statute, the Plan accumulates contributions from employers and
any earnings on those contributions in the Retiree Health Benefit Fund. These assets shall be used to
provide health benefits to retired and disabled employees and their applicable beneficiaries. These
contributions are irrevocable. Also by law, these assets are not subject to the claims of creditors of the
employees making contributions to the Plan.
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The State of North Carolina issues a publicly available financial report that includes financial statements
and required supplementary information for the State's Comprehensive Major Medical Plan (also, referred
to as the State Health Plan). An electronic version of this report is available by accessing the North
Carolina Office of the State Controller's Internet home page hitp://www.ncosc.net/ and clicking on
“Financial Reports”, or by calling the State Controller's Financial Reporting Section at (919) 981-5454.,

Funding Policy: The Comprehensive Major Medical Plan is administered by the Executive Administrator
and the Board of Trustees of the Plan, which establish premium rates except as may be established by
the General Assembly in an appropriation act. The healthcare benefits for retired and disabled
employees are the same as for active employees, except that the coverage becomes secondary when
former employees become eligible for Medicare. For employees first hired on and after October 1, 2006,
future coverage as retired employees is subject to the requirement that the future retiree have 20 or more
years of retirement service credit in order to receive coverage on a noncontributory basis. Employees
first hired on and after October 1, 2006 with 10 but less than 20 years of retirement service credit are
eligible for coverage on a partially contributory basis. For such future retirees, the State will pay 50% of
the State Health Plan’s total noncontributory premium. For employees hired before October 1, 2006,
healthcare benefits are provided to retirees (at no charge to the retirees) who have at least five years of
contributing retirement membership prior to disability or retirement. In addition, persons who became
surviving spouses of retirees prior to October 1, 1986, receive the same coverage as retirees at the
State’s expense.

Contributions are determined as a percentage of covered monthly payroll. Annually, the monthly
contribution rates to the Plan, which are intended to finance benefits and administrative expenses on a
pay-as-you-go basis, are determined by the General Assembly in the Appropriations Bill. For the fiscal
years ended June 30, 2012, 2011, and 2010, the School Board paid all annual required contribution to the
Plan for postemployment healthcare benefits of $536,363, $558,727, and $528,334, respectively. These
contributions represented 5.00%, 4.93%, and 4.50%, of covered payroll, respectively.

2. Long-term Disability Benefits

Plan Description. Short-term and long-term disability benefits are provided through the Disability Income
Plan of North Carolina (DIPNC), a cost-sharing, multiple-employer defined benefit plan. The DIPNC is
administered by the board of Trustees of the Teachers’ and State Employees’ Retirement System. Long-
term disability benefits are payable as another postemployment benefit for DIPNC after the conclusion of
the short term disability period or after salary continuation payments cease, whichever is later, for as long
as an employee is disabled. Benefit and contribution provisions are established by Chapter 135, Article
6, of the General Statues and may be amended only by the North Carolina General Assembly. The Plan
accumulates contributions from employees and any earnings on those contributions in the Disability
Income Plan Trust Fund. The plan does not provide for automatic post- retirement benefit increases.

The State of North Carolina issues a publicly available report that includes financial statements and
required supplementary information for the DIPNC. An electronic version of this report is available by
accessing the North Carolina Office of the State Controller's Internet home page hittp://www.ncosc.net/
and clicking on “Financial Reports”, or by calling the State Controller's Financial Reporting Section at
(919) 981-5454.

Funding Policy. An employee is eligible to receive long-term disability benefits provide the following
requirements are met: (1) the employee has five or more years of contribution membership service in the
Teachers' and State Employees’ Retirement System of North Carolina, earned within 96 months prior to
the end of the short-term disability period or cessation of salary continuation payments, whichever is later;
(2) the employee must make application to receive long-term benefits within 180 days after the conclusion
of the short-term disability period or after salary continuation payments cease or after monthly payments
for Workers’ Compensation cease (excluding monthly payments of or permanent partial benefits),
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whichever is later; (3) the employee must be certified by the Medical Board to be mentally or physically
disabled for the further performance of his/her usual occupation; (4) the disability must have been
continuous, likely to be permanent, and incurred at the time of active employment; (5) the employee must
not be eligible to receive an unreduced retirement benefit from the Retirement System; and (6) the
employee must terminate employment as a permanent, full-time employee. An employee is eligible to
receive an unreduced retirement benefit from the Retirement System after (1) reaching the age of 65 and
completing five years of creditable service, or (2) reaching the age of 60 and completing 25 years of
creditable service, or (3) completing 30 years of creditable service at any age.

For members with five or more years of membership service as of July 31, 2007, the monthly long-term
disability benefit is equal to 65% of one-twelfth of an employee’s annual base rate of compensation last
payable to the participant or beneficiary prior to the beginning of the short-term disability period, plus the
like percentage of one twelfth of the annual longevity payment to which the participant or beneficiary
would be eligible. The monthly benefits are subject to a maximum of $3,900 per month reduced by any
primary Social Security disability benefits and by monthly payments for Workers’ Compensation to which
the participant or beneficiary may be entitled. The monthly benefit shall be further reduced by the amount
of any monthly payments from the Department of Veterans Affairs, and other federal agency or any
payments made under the provisions of G.S. 127A-108, to which the participant or beneficiary may be
entitled on account of the same disability. Provided in any event, the benefits payable shali be no less
than $10 a month. When an employee qualifies for an unreduced service retirement allowance from the
Retirement System, the benefits payable from DIPNC will cease, and the employee will commence
retirement under the TSERS. For members who obtain five years of membership service on or after
August 1, 2007, the monthly long-term disability benefit is reduced by the primary Social Security
retirement benefit to which you might be entitled should you become age 62 during the first 36 months.
After 36 months of long-term disability, there will be no further payments from the DIPNC unless the
member is approved for and in receipt of primary Social Security disability benefits. It is payable so long
as the member remains disabled and is in receipt of a primary Social Security disability benefit until
eligible for an unreduced service retirement benefit. When an employee qualifies for an unreduced
service retirement allowance from the Retirement System, the benefits payable from DIPNC will cease,
and the employee will commence retirement under the TSERS.

The Board's contributions are established in the Appropriations Bill by the General Assembly. Benefit
and contribution provisions are established by Chapter 135 Article 6, of the General Statues and may be
amended only by the North Carolina General Assembly. The contributions cannot be separated between
the amounts that relate to other postemployment benefits and employment benefits for active employees.
Those individuals who are receiving extended short-term disability benefit payments cannot be separate
from the number of members currently eligible to receive disability benefits as another postemployment
benefit. For the fiscal years ended June 30, 2012, 2011, and 2010, the Board paid all annual required
contributions to the DIPNC for disability benefits of $55,782, $59,594, and $61,051, respectively. These
contributions represented 0.52%, 0.52%, and 0.52% of covered payroll, respectively.
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3. Accounts Payable

Accounts payable as of June 30, 2012 is as follows:

Due to Other Salaries and

Funds Benefits Other Total

Govemmental activities:

General Fund $ - $ 10,115 § 171,352 § 181,467

Other governmental - 317,475 - 317,475
Total govemmental activities: $ - $ 327,590 $ 171,352 $ 498,942
Business-type activities:

School Food Service $ - $ 28163 $ - $ 28,163

Child Care 5,565 - - 5,565
Total business-type activities  $ 5565 $ 28,163 § - $ 33,728

4, Risk Management

The Board is exposed to various risks of losses to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees, and natural disasters. The Board participates in the North
Carolina School Boards Trust (the Trust), a member funded risk management program administered by
the North Carolina School Boards Association. Through the Trust, the Board maintains general liability
and errors and omissions coverage of $1 million per claim. The Trust has annual aggregate limit for
general liability of $2,550,000 and an annual aggregate limit of $2,550,000 for errors and omission claims.
The Trust is reinsured through commercial companies for losses in excess of $150,000 per claim for
errors and omissions and general liability. Statutory workers’ compensation coverage is purchased
through private insurers (or self-insured by the local board). Coverage is provided to the extent
employees are paid from Federal or local funds. Workers’ Compensation coverage is provided by the
State of North Carolina through a self-insured fund, to the extent employees are paid from State funds.
The Board also participates in the Public School Insurance Fund (the Fund), a voluntary, self-insured risk
control and risk financing administered by the North Carolina Department of Public Instruction. This
insures the tangible property assets of the Board. Coverage is provided on an “all risk” perils contract.
Buildings and contents are insured on a replacement cost basis. The Fund purchases excess
reinsurance to protect the assets of the Fund in the event of a catastrophic event. The Fund maintains a
self-insured retention of $10 million. Excess reinsurance is purchased through commercial insures. A
limit of $5 million per occurrence is provided on Flood, Earthquake, Business Interruption and Extra
Expense. $10 million per occurrence is provided on Increased Cost of Construction.

The Board also participates in the Teachers’ and State Employees’ Comprehensive Major Medical Plan, a
self-funded risk financing pool of the State administered by Blue Cross and Blue Shield of North Carolina.
Through the Plan, permanent full-time employees of the Board are eligible to receive health care benefits
up to a $5 million lifetime limit. The Board pays the full cost of coverage for employees enrolled in the
Comprehensive Major Medical Plan.

In accordance with G.S. 115C-442, the Board’s employees who have custody of the Board’s monies at
any given time of the Board's funds are performance bonded through a commercial surety bond. The
finance officer is bonded for $50,000.

The Board carries commercial coverage for all other risks of loss. There have been no significant

reductions in insurance coverage in the prior year, and claims have not exceeded coverage in any of the
past three fiscal years.
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5. Long-Term Liabilities

Instaliment Purchase

The Board is authorized to finance the purchase of school buses under G.S. 115C-528(a). Session law
2003-284, section 7.25 authorized the State Board of Education to allot monies for the payments on
financing contracts entered into pursuant to G.S. 115C-528. The state has accepted a bid to purchase
replacement school buses through a special third party financing arrangement by Banc of America Public
Capital Corporation at total payments less than the purchase price.

The following is a summary of changes in the Board's long-term obligations for the fiscal year ended June
30, 2012:

Balance Balance Cument
Governmental activities: June 30, 2011 Increases Decreases  June 30,2012 Portion
Installment purchases $ 75747 $ - $ 37873 $ 37874 $ 37874
Compensated absences 890,459 1,157,539 1,218,064 820934 829,934
Total $ 966,206 $ 1,157539 $ 1255937 $ 867808 $ 867,808
Business-type activities:
Compensated absences $ 2373% § 468 $ 30,256 $ 28,163 §$ 28,163

Compensated absences are typically liquidated by the general or other governmental funds.
6. Interfund Balances and Activities

Transfers to/from other funds at June 30, 2012, consist of the following:

Amount
From the General Fund to the Child Care Fund $ 18,576
From the State Public School Funrd to the School Food Service Fund 49,801
$ 68,477

C. Fund Balance

The following schedule provides management and citizens with information on the portion of General fund
balance that is available for appropriation.

Total fund balance - General Fund $ 992,261
Less:
Stabilization for State Statute 14,023
Committed for NC Pre-K Program 2,133
Committed for Community Center 16,276
Remaining Fund Balance $ 959,829
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V. Summary Disclosure of Significant Contingencies

Federal and State Assisted Programs

The Board has received proceeds from several federal and State grants. Periodic audits of these grants
are required and certain costs may be questioned as not being appropriate expenditures under the grant
agreements. Such audits could result in the refund of grant moneys to the grantor agencies. Management
believes that any required refunds will be immaterial. No provision has been made in the accompanying
financial statements for the refund of grant moneys.
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Gates County Board of Education, North Carolina
. Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual

General Fund

For the Year Ended June 30, 2012

Revenues:
State of North Carolina:
Other

U. S. Government:

Gates County:
Community center appropriation
Appropriation from county
Total

Other:
Activity bus fund
Fines and forfeitures
Indirect cost
Interest earned on investments
Miscellaneous revenue
Sales tax
Tuition and fees
Total

Total revenues

Expenditures:

Instructional services
Regular instructional
Special population
Alternative programs
School leadership
Co-curricular
School-based support

Total

2012
Variance
Positive

Budget Actual (Negative)

$ 307.129 $ 307.129 $ -

85.567 85.567 -

185,000 185,000 -

2592079 _ 2.592.079 -

2.777.079 2,777,079 -

56,555 56,555 -

63,745 63,745 -
70,100 68,962 (1,138)
1,702 1,885 183
160,549 163,038 2,489

19,515 19,515 -

21,375 20,516 (859)

393.541 394.216 675
3,563,316 3,563,991 675
571,075 566,592 4,483

33,957 33,957 -
243,869 239,524 4,345
35,292 33,238 2,054
100,590 97,670 2,920
156,652 153,946 2,706
1,141,435 1.124 927 16.508
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Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
General Fund
For the Year Ended June 30, 2012

2012
Variance
Positive
Budget Actual (Negative)
System-wide support services
Support and development 9,279 9,258 21
Special population support
and development 1,147 1,147 -
Technical support 2,201 2,201 -
Operational support 1,892,596 1,783,062 109,534
Financial and human resources 281,865 270,360 11,505
Accountability 1,142 1,142 -
System-wide pupil support 122,585 94,126 28,459
Policy, leadership and public relations 130,308 116.013 14.295
Total 2,441,123 2,277.309 163.814
Ancillary services 222,872 205.206 17.666
Total expenditures 3,805,430 3,607,442 197,988
Excess of revenues over expenditures (242,115) (43,451) 198,664
Other financing sources (uses):
Fund balance appropriated 260,691 - (260,691)
Operating transfer in (out) ___ (18576 _  (18576) __ -
Total 242,115 18,676) __ (260,691)

Excess of revenue and other sources over

(under) expenditures and other uses $ - (62,027) $ (62,027)

Fund balance:

Beginning of year, July 1 1,054,288
End of year, June 30 $ 992,261
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Gates County Board of Education Education, North Carolina
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2012

Special Revenue Funds
Total Special Total
Federal Grants  Individual Revenue Capital Governmental
Fund School Funds Funds Outlay Funds Funds
ASSETS
Cash and cash equivalents $ - $ 158,984 $ 158,984 $ 66,072 $ 225,056
Due from other governments 28,334 - 28,334 - 28,334
Total assets $ 28,334 $ 158984 $ 187,318 $ 66,07% $ 253,390
LIABILITIES AND FUND BALANCES
Liabilities:
Accrued salaries and wages payable $ 28,334 § - 3 28334 $ - 8 28,334
Total liabilities 28,334 - 28,334 - 28,334
Fund balances:
Unreserved - 158,984 158,984 66,072 225,056
Total fund balances - 158,984 158,984 66,072 225,056
Total liabilities and fund balances $ 28334 $§ 158984 § 187,318 § 66,072 $ 253,390
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Gates County Board of Education Education, North Carolina
Combining Statement of Revenues, Expenditures, and Fund Balance
Nonmajor Governmental Funds
For the Year Ended June 30, 2012

Special Revenue Funds
Federal Individual  Total Nonmajor Capital Total Nonmajor
Grants School Special Outlay Governmental
Fund Funds Revenue Funds Fund Funds
Revenues:
Gates County:
County appropriation $ - 3 - 8 - $ 100000 $ 100,000
Total Gates County - - - 100,000 100,000
U. S. Government 1,582,504 - 1,582,504 - 1,582,504
State of North Carolina:
Appropriation for buses - - - 37,873 37,873
Total State of North Carolina - - - 37,873 37,873
Other revenue:
Clubs and organizations - 131,247 131,247 - 131,247
Fundraisers - 162,314 162,314 - 162,314
Athletics - 78,459 78,459 - 78,459
Interest income - - - 67 67
Other revenue - 71,950 71,950 210 72,160
Total other revenue - 443,970 443,970 277 444,247
Total revenues 1,582,504 443,970 2,026,474 138,150 2,164,624
Expenditures:
Instructional services:
Regutar instructional 134,845 - 134,845 - 134,845
Special populations 437,464 - 437,464 - 437,464
Alternative programs 411,552 - 411,552 - 411,552
School leadership 13,318 - 13,318 - 13,318
School-based support 83,105 462,372 545477 - 545,477
Total 1,080,284 462,372 1,542,656 - 1,542,656
System-wide support services:
Support and development 9,475 - 9,475 - 9,475
Special populations support
and development 935 - 935 - 935
Alternative programs and services
support and development 1,009 - 1,009 - 1,009
Operational support 426,677 - 426,677 - 426,677
Financial and human resources 41,604 - 41,604 - 41,604
Policy, leadership and public relations 10,025 h 10,025 - 10,025
Total 489,725 - 489,725 - 489,725
Non-programmed charges 12,495 - 12,495 - 12,495
Capital outlay:
Real property and buildings - - - 100,277 100,277
Total - - - 100,277 100,277
Debt service - - - 37,873 37,873
Total expenditures 1,582,504 462,372 2,044,876 138,150 2,183,026
Excess of revenues over (under) expenditures - (18,402) (18,402) - (18,402)
Fund balance, July 1 - 177,386 177,386 66,072 243,458
Fund balance, June 30 $ - $ 158984 $ 158,984 §$ 66,072 $ 225,056
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Gates County Board of Education, North Carolina
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual

Federal Grants Fund
For the Year Ended June 30, 2012

Revenues:
U. S. Government
Total revenues

Expenditures:
Instructional services
System-wide supporting services
Non-programmed charges
Total expenditures

Revenues over expenditures
Fund balances:

Beginning of year, July 1
End of year, June 30

2012
Variance
Positive
Budget Actual (Negative)
$ 2,062,209 $ 1,682,504 $ (479,705)
2,062,209 1,582,504 (479,705)
1,285,256 1,080,284 204,972
505,646 489,725 15,921
271,307 12,494 258,812
2,062,209 1,582,504 479,705
$ - - $ -
$ -
38



Gates County Board of Education, North Carolina
Statement of Revenues, Expenditures, and
Chanaes in Fund Balance - Budaet and Actual

Capital Outlay Fund

For the Year Ended June 30, 2012

Revenues:
Gates County:
General appropriation
Total Gates County

State of North Carolina:
Appropriation for buses
Total State of North Carolina

Other revenues:
Interest earned on investments
Miscellaneous
Total other revenues
Total revenue

Expenditures:
Capital outlay:
Real property and buildings:
Other real property and buildings
GCHS through county
General renovations
Painting of schools
Total real property and buildings

Debt service:
Principal
Total debt service
Total expenditures

Revenues over expenditures

Fund Balance, July 1
Fund Balance, June 30

39

2012
Variance
Positive

Budget Actual (Negative)

$ 100,000 $ 100,000 $ -

100,000 100,000 -
75,746 37,873 (37,873)
75,746 37,873 (37,873)

67 67 -

210 210 -

277 277 -
176,023 138,150 (37,873)

48,692 48,692 -

21,756 21,756 -

29,829 29,829 -

100,277 100,277 -
75,746 37,873 37,873
75,746 37,873 37,873
176,023 138,150 37,873
$ - . $ -

66,072

$ 66,072



Gates Countv Board of Education, North Carolina
Schedule of Revenues and Expenditures

Budget and Actual (Non-GAAP)
School Food Service Fund
For the Year Ended June 30, 2012

Operating revenues, food sales

Operating expenditures:
Business support services:
Purchase of food
Donated commodities
Salaries and benefits
Indirect costs
Materials and supplies
Contracted services
Travel
Other
Total business support services

Capital outlay
Total operating expenditures

Operating income (loss)

Nonoperating revenues (expenditures):
Federal reimbursements
Federal commodities
Interest earned
Indirect costs allocated
Depreciation
Total nonoperating revenues (expenditures)

Excess of revenues over (under) expenditures
before other financing sources

Other financing sources:
Transfers from other funds

Excess of revenues and other sources
over expenditures

Reconciliation of modified accrual to full accrual:

Reconciling items:
Depreciation
Indirect cost
Indirect cost not paid
Equipment purchases
(Increase) decrease in compensated absences
Increase (decrease) in inventory
Net income (full accrual)

2012
Variance
Positive
Budget Actual (Negative)
$ 315,035 319,144 $ 4,109
333,035 274,182 -
43,300 42,633 -
421,135 471,036 -
65,000 68,918 -
48,600 48,600 -
12,000 12,000 -
500 500 -
2,500 2,500 -
926,070 920,369 5,701
25,100 25,026 74
951,170 945,395 5,775
(636,135) (626,251) 9,884
538,250 569,538 -
43,300 42,633 -
85 116 -
65,000 3,918 -
(10,500) - -
636,135 616,205 (19,930)
- (10,046) (10,046)
- 49,901 49,901
$ - 39,855 $ 39,855
(10,139)
(3,918)
3,918
10,355
(4,428)
(16,281)
19,362
40



Gates Countv Board of Education, North Carolina
Schedule of Revenues and Expenditures
Budget and Actual (Non-GAAP)

Child Care Fund
For the Year Ended June 30, 2012

2012
Variance
Positive
Budget Actual (Negative)
Revenues:
Child care fees $ 161,690 $ 173,567  $ 11,877
Total revenues 161,690 173,567 11,877
Expenditures:
Regular community service:
Salaries and wages 153,486 153,486 -
Materials and supplies 24,800 26,163 (1,363)
Workshop 617 617 -
Total regular community service 178,903 180,266 (1,363)
Excess of revenues over (under) expenditures
before other financing sources (17,213) (6,699) 10,514
Other financing sources:
Transfers from other funds 17,213 18,576 1,363
Excess of revenues and other financing
sources over expenditures $ - 11,877 $ 11,877
Reconciliation from budgetary basis
(modified accrual) to full accrual
Reconciling items:
Indirect cost -
Net Income $ 11,877
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DOUGLAS A. HOLLOWELL P.C.

CERTIFIED PUBLIC ACCOUNTANTS
A PROFESSIONAL CORPORATION

B

1880 WEST CITY DRIVE 102 WEST EDEN STREET
P.O. BOX 1387 P.0. BOX 567
ELIZABETH CITY, NORTH CAROLINA 27906 EDENTON, NORTH CAROLINA 27932
TELEPHONE: (252) 338-8021 TELEPHONE: (252) 482-8461
1-888-825-8059 FAX (252) 482-4921

FAX (252) 338-4148

DOUGHLAS A. HOLLOWELL. C.P.A.

DONNA HOLLOWELL WINBORNE. CP.A. 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

To the Members of the Board
Gates County Board of Education
Gatesville, North Carolina

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregated
remaining fund information of the Gates County Board of Education, as of and for
the year ended June 30, 2012, which collectively comprises the Gates County
Board of Education’s basic financial statements, and have issued our report
thereon dated September 17, 2012. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Repotting

In planning and performing our audit, we considered Gates County Board of
Education’s internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness
of Gates County Board of Education’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Board’s
internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct misstatements on a
timely basis. A material weakness is a deficiency, or 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 the internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control over financial reporting that
might be deficiencies, significant deficiencies, or material weaknesses. We did
not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Gates 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

MEMBERS OF: an opinion on compliance with those provisions was not an objective of our audit
THE AMERICAN INSTITUTE OF apd, accordiqgly, we do not express such an opinion. The results of_our tests
CERTIFIED PUBLIC ACCOUNTANTS disclosed no instances of noncompliance or other matters that are required to be
THE VIRGINIA SOCIETY OF reported under Government Auditing Standards.

CERTIFIED PUBLIC ACCOUNTANTS

THE NORTH CAROLINA

ASSOCIATION OF CERTIFIED A-1

PUBLIC ACCOUNTANTS




This report is intended solely for the information and use of management, others within the entity,
r» members of the Board, and federal and State awarding agencies and pass-through entities and is not

intended to be and should not be used by anyone other than these specified parties.
%ﬁo@&s A, kﬂb@wﬁ@ .

Douglas A. Hollowell, P.C.
September 17, 2012

3

:

A-2
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1880 WEST CITY DRIVE 102 WEST EDEN STREET
P.O. BOX 1387 P.O. BOX 567
ELIZABETH CITY, NORTH CAROLINA 27906 EDENTON, NORTH CAROLINA 27932
TELEPHONE: (252) 338-8021 TELEPHONE: (252) 482-8461
1-888-825-8059 FAX (252) 482-4921

FAX (252) 338-4148

DOUGLAS A. HOLLOWELL, C.P.A.

DONNA HOLLOWELL WINBORNE, C.P.A.

MEMBERS OF:

THE AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

THE VIRGINIA SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

THE NORTH CAROLINA
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Report On Compliance With Requirements Applicable To Each Major Federal
Program And Internal Control Over Compliance In Accordance With OMB Circular
A-133 and the State Single Audit Implementation Act

To the Members of the Board
Gates County Board of Education
Gatesville, North Carolina

Compliance

We have audited the compliance of the Gates County Board of Education, compliance
with the types of compliance requirements described in the U. S. Office of Management
and Budget (OMB) Circular A-133 Compliance Supplement and the Audit Manual for
Governmental Auditors in North Carolina, issued by the Local Government Commission,
that could have a direct and material effect on each of the Gates County Board of
Education’s major federal programs for the year ended June 30, 2012. The Gates
County Board of Education’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable
to each of its major federal programs is the responsibility of the Gates County Board of
Education’s management. Our responsibility is to express an opinion on the Gates
County Board of Education’s compliance based on our audit.

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

In our opinion, the Gates County Board of Education complied, in all material respects,
with the compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2012.

Internal Control Over Compliance

The management of the Gates 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 the Gates 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 the 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, but not for the
purpose of expressing an opinion on the effectiveness of internal control over
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compliance. Accordingly, we do not express an opinion on the effectiveness of the Board's internal
control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that might be
deficiencies, significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, others within the entity,
members of the Board, and federal and State awarding agencies and pass-through entities and is not
nded to be and should not be used by anyone other than these specified parties.

A Jd 0, P

Douglas A. Hollowell, P.C.
September 17, 2012
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Report On Compliance With Requirements Applicable To Each Major State
Program And Internal Control Over Compliance In Accordance With
Applicable Sections of OMB Circular A-133 and the State Single Audit
Implementation Act

To the Members of the Board
Gates County Board of Education
Gatesville, North Carolina

Compliance

We have audited the compliance of the Gates County Board of Education, with
the types of compliance requirements described in the Audit Manual for
Govermnmental Auditors in North Carolina, issued by the Local Government
Commission, that are applicable to each of its major State programs for the year
ended June 30, 2012. The Gates County Board of Education's major State
programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its
major State programs is the responsibility of the Gates County Board of
Education's management. Our responsibility is to express an opinion on the
Gates County Board of Education’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; applicable sections of OMB Circular
A-133, as described in the Audit Manual for Governmental Auditors in North
Carolina, and the State Single Audit implementation Act. Those standards,
applicable sections of OMB Circular A-133, and the State Single Audit
Implementation Act require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material
effect on a major State program occurred. An audit includes examining, on a test
basis, evidence about the Gates County Board of Education's compliance with
those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination of the
Gates County Board of Education’s compliance with those requirements.

In our opinion, the Gates County Board of Education complied, in all material
respects, with the requirements referred to above that could have a direct and
material effect on each of its major State programs for the year ended June 30,
2012. However, the resuits of our auditing procedures disclosed an instance of
noncompliance with those requirements, which are required to be reported in
accordance with applicable sections of OMB Circular A-133 and the State Single
Audit Implementation Act and which are described in the accompanying schedule
of findings and questioned costs as item 2012-1.



Internal Control Over Compliance

The management of the Gates 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 State programs. In planning and performing our audit, we considered the Gates County
Board of Education’s internal control over compliance with the requirements that could have a direct and
material effect on a major State program to determine the auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance with
applicable sections of OMB Circular A-133 and the State Single Audit Impiementation Act, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of the Board's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a
State program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a State program will not
be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

The Gates County Board of Education’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the Board's response and,
accordingly, we express no opinion on the response.

This report is intended solely for the information and use of management, others within the organization,
members of the Board, and federal and State awarding agencies and pass-through entities and is not
ded to be and should not be used by anyone other than these specified parties.

oﬁ@%wﬁf@j@c'

{
Douglas A. Hollowell, P.C.

September 17, 2012
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

[m For the Year Ended June 30, 2012

L Section . Summary of Auditors' Results

Financial Statements
Type of auditors' report issued: Unqualified
r Internal control over financial reporting:

Material weakness(es) identified? yes X no

that are not considered to be

r. Significant Deficiency(ies) identified
material weaknesses yes X __none reported

Noncompliance material to financial

statements noted es X no

-V A S
Federal Awards
Internal control over major federal programs:
Material weakness(es) identified? yes X no
Significant Deficiency(ies) identified

that are not considered to be
material weaknesses yes X __none reported

Type of auditors' report issued on compliance for major federal programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of Circular A-133 yes X _no

Identification of major federal programs:

CFDA Numbers Names of Federal Program or Cluster

Title | Grants to LEAs & Title | Grants to
LEAs-Recovery Act; Title | Grants to LEAs-

84.010 & 84.389 School Improvement & Title | Grants to
LEAs-School Improvements-Recovery Act
84.410 Education Jobs Program -- ARRA

Dollar threshold used to distinguish between

Type A and Type B Programs $ 300.000
Auditee qualified as low-risk auditee? X vyes no

State Awards

Internal control over major State programs:
Material weakness(es) identified? yes X no
Significant Deficiency(ies) identified

that are not considered to be
material weaknesses X yes none reported

>
~



GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2012

Section I.  Summary of Auditors' Results (contd.)

State Awards (contd.)
Type of auditors' report issued on compliance for major State programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of Circular A-133 yes X no

Identification of major State programs:

Program Name
State Public School Fund

I Section ll. _ Financial Statement Findings

None reported.

Section lll. _ Federal Award Findings and Questioned Costs

None reported.

Section V. _ State Award Findings and Questioned Costs

Finding: 2012-1

SIGNIFICANT DEFICIENCY
Special Tests and Provisions

Criteria: Local Education Agencies should comply with all aspects of Session Law 2011-147,
Gfeller-Waller Concussion Awareness Act. This includes ensuring that each school has a venue-
specific emergency action plan to dea! with serious injuries and acute medical conditions in
which the condition of the patient may deteriorate rapidly.

Condition: While we did observe an emergency action plan at the High School, we noted that an
emergency plan was not in effect for the Middle School.

Effect: The Board of Education is not in compliance with Session Law 2011-147.

Cause: The Board of Education interpreted this Law to be relevant to only the High School, and did
not realize that an emergency plan was required for the Middle School.

Recommendation: A Middle School emergency action plan should be in place.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
CORRECTIVE ACTION PLAN
For the Year Ended June 30, 2012

Finding: 2012-1
Name of Contact Person: Adrienne Bradley, Director of Student Services
Corrective Action: The Board of Education has implemented an emergency action plan at the middle school.

Proposed Completion Date: September 5, 2012



_‘ GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

ﬁm} For the Year Ended June 30, 2012

m There are no matters to report.
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GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended June 30, 2012

Grantor/Pass-through

Grantor/Program Title

Federal Grants:
U.S. Department of Agriculture
Child Nutrition Cluster:
Non-Cash Assistance (Commodities)
Passed-through the N.C. Department of Agriculture:
National School Lunch Program
Non-Cash Assistance

Cash Assistance
Passed-through the N.C. Department of Public Instruction:
School Breakfast Program
National School Lunch Program
Total Cash Assistance
Total U. S. Department of Agriculture

U.S. Department of Education
Cash Assistance
Passed-through the N.C. Department of Public Instruction:
Title |, Part A Cluster
Title | Grants to Local Education Agencies (Title |, Part A of ESEA)
ARRA-Title | Grants to Local Education Agencies
Total Title |, Part A Cluster

School Improvement Cluster

Title | Grants to Local Education Agencies (Title |, Part A of ESEA) -
School Improvements

ARRA-School Improvement Grants, Recovery Act
Total Schoo! Improvement Cluster

Safe and Drug Free Schools and Communities, Title IV, Part A

A-11

State/
Federal Pass-through
CFDA Grantor's
Number Number Expenditures
10.555 42,633
42,633
10.553 $ 163,274
10.555 401,884
565,158
607,791
84.010 PRC 050 367,936
84.389 PRC 141 (58
367.878
84.010 PRC 105 40,512
84.389 PRC 142 1,018
41,530
84.186 PRC 048 267



GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended June 30, 2012

—3 3

State/
Federal Pass-through
Grantor/Pass-through CFDA Grantor's
Grantor/Program Title Number Number Expenditures
Special Education Cluster:
Special Education - Grants to States (IDEA, Part B) - Education
of the Handicapped 84.027 PRC 060 399,500
IDEA - Children with Disabilities - Risk Pool 84.027 PRC 114 48,112
IDEA VI-B Special Needs Targeted Assistance 84.027 PRC 118 12,675
Special Education - Preschool Grants (IDEA Preschool) - Capacity
and Building Improvement Grants 84.173 PRC 044 2217
Special Education - Preschool Grants (IDEA Preschool) - Preschool
Handicapped 84.173 PRC 049 26,967
IDEA - Early Coordinated Warly Intervening Services (CEIS) 84.173 PRC 070 442
IDEA VI-B Special Education State Improvement Grant 84.323 PRC 082 3,953
ARRA - Special Education - Grants to States (VI-B) 84.391 PRC 144 2,969
ARRA - Preschool Grants (IDEA Preschool) - Preschool Handicapped 84.392 PRC 145 1.546
Total Special Education Cluster: 498,381
Career and Technical Education - Basic Grants to States
- Program Development 84.048 PRC 017 28,503
Teacher Quality Enhancement 84.367 PRC 103 110,669
Rural and Low Income Schools 84.358 PRC 109 19,347
State Fiscal Stabilization Fund - ARRA 84.394 PRC 140 120,708
Education Jobs Program - ARRA 84.410 PRC 155 364,528
Race to the Top - ARRA 84.395 PRC 156 33,393
Total U. S. Department of Education 1,585,204
U.S. Department of Health and Human Services
Division of Social Services:
Medical Assistance Program 93.999 51,745
Total U. S. Department of Health and Human Services 51,745
Total federal assistance _ 2244740



GATES COUNTY BOARD OF EDUCATION, NORTH CAROLINA
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended June 30, 2012

State/
Federal Pass-through
Grantor/Pass-through CFDA Grantor's
Grantor/Program Title Number Number Expenditures
State Grants:
Cash Assistance
N. C. Department of Public Instruction:
State Public School Fund $ 12,344,395
Driver Training - SPSF PRC 012 26,484
School Technology Fund - SPSF PRC 015 22,488
Vocational Education
- State Months of Education PRC 013 682,728
- Program Support Funds PRC 014 110,692
NC Pre-Kindergarten Program 167,805
State Breakfast Program 1,990
Dropout Prevention #15112 10,706
Total N. C. Department of Public Instruction 13,367,288
N. C. Arts Council - Department of Cultural Resources
Cultural Resouces Grant FY10-453 14,773
N. C. Department of Health and Human Services:
School Nurse Grant 121,059
Department of Juvenile Justice:
Passed-through Gates County:
Juvenile Crime Prevention Program 33,249
Non-Cash Assistance
N. C. Department of Public Instruction:
Textbooks 7816
Total State Assistance __ 13,544,185
Total federal and State Assistance $ 15,788,925

Notes to the Schedule of Expenditures of Federal and State Awards:
1. Basis of Presentation

The accompanying schedule of expenditures of federal and State awards includes the federal and State grant activity of Gates County Board of
Education and is from amounts presented in, or used in the preparation of the basic financial statements. Therefore some amounts presented in
this schedule may differ from amounts presented on the modified basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the State Single Audit
Implementation Act.

2. The following are clustered by the NC Department of Public Instruction and are treated separately for state audit requirement purposes: School
Improvement Cluster
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