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VALENTINE INDEPENDENT SCHOOL DISTRICT

Exhibit E-2
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUND
YEAR ENDED AUGUST 31, 2010
Private-
Purpose
Trust
ADDITIONS:
Contributions:
Local and Intermediate Sources $ 8,108
Total Additions $ 8,108
DEDUCTIONS:
Miscellaneous Expenditures $ 8,108
Total Expenses- $ 8,108
Change in Net Assets $ .0
Net Assets - September 1 (Beginning)
Net Assets - August 31 (Ending) $ 0

The accompanying notes are an integral part of this statement.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Valentine Independent School District's (the District) basic financial statements have been prepared
in conformity with accounting principles generally accepted in the United States of America
promulgated by the Governmental Accounting Standards Board and other authoritative sources
identified in Statement on Auditing Standards No. 69 of the American Institute of Certified Public
Accountants; as applied to governmental units in conjunction with the Texas Education Agency's
Financial Accountability System Resource Guide (FAR). The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting and
financial reporting principles. The more significant accounting policies of the District are described

below.
A. REPORTING ENTITY

The Board of School Trustees (the Board), a seven-member group, has fiscal accountability over
all activities related to public elementary and secondary education within the jurisdiction of the
District. The Board is elected by the public. The Board has the exclusive power and duty to
govern and oversee the management of the District. All powers and duties not specifically
delegated by statute to the Texas Education Agency (the Agency) or to the State Board of
Education are reserved for the Board, and the Agency may not substitute its judgment for the
lawful exercise of those powers and duties by the Board. The District is not included in any other
governmental "reporting entity" as defined in governmental accounting and financial reporting
standards. There are no component units included within this reporting entity.

The District receives funding from local, state, and federal government sources and must comply
with the requirements of these funding entities.

B. BASIS OF ACCOUNTING AND PRESENTATION
GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities display information about the
government-wide entity as a whole. These statements report information on all of the
nonfiduciary activities of the District. For the most part, the effect of interfund activity has been
removed from these statements. Governmental Activities, which normally are supported by
taxes, state foundation funds, grants, and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for support
(i.e., internal service funds are considered governmental activities and not business-type
activities). The District currently has no business type activities.

In the government-wide financial statements (GWFS), long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities or statement of net
assets. Bond issue costs are deferred and amortized over the life of the bonds.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

These government-wide financial statements were prepared using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned,
and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met.

The Statement of Activities demonstrates how other people or entities, that participate in
programs the District operates, have shared in the payment of the direct costs. The “Charges for
Services” column includes payments made by parties that purchase, use, or directly benefit from
goods or services provided by a given function or segment of the District. Examples include
tuition paid by students not residing in the District, school lunch charges, etc. The “Operating
Grants and Contributions” column includes amounts paid by organizations outside the District to
help meet the operational or capital requirements of a given function. Examples include grants
under the Elementary and Secondary Education Act. If a revenue is not a program revenue, it is
a general revenue used to support all of the District's functions. Taxes are always general
revenues.

The District reports all direct expenses by function in the Statement of Activities. Direct expenses
are those that are clearly identifiable with a function. Indirect expenses of other functions are not
allocated to those functions but are reported separately in the Statement of Activities.
Depreciation expense is specifically identified by function and is included in the direct expense to
each function allocated. Interest on general long-term debt is considered an indirect expense
and is reported separately on the Statement of Activities.

Interfund activities between governmental funds and between governmental funds and
proprietary funds appear as due to/due from on the Governmental Fund Balance Sheet and
Proprietary Fund Statement of Net Assets and as other resources and other uses on the
Governmental Fund Statement of Revenues, Expenditures and Changes in Fund Balance and on
the Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund Net Assets. All
interfund transactions between governmental funds and between governmental funds and
internal service funds are eliminated on the GWFS. Interfund activities between governmental
funds and fiduciary funds remain as due to/due from on the government-wide Statement of

Activities.
FUND FINANCIAL STATEMENTS

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds. Since the resources in the fiduciary fund cannot be used for District operation,
they are not included in the GWFS. Major governmental funds are reported as separate columns
in the fund financial statements.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Revenues from local sources
consist primarily of property taxes. No amounts have been recorded for property tax revenues
collected after August 31, 2010. State revenues are recognized under the susceptible-to-accrual
concept. Miscellaneous revenues are recorded as revenue when received in cash because they
are generally not measurable until actually received. Investment earnings are recorded as
earned, since they are both measurable and available.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures and claims and judgments are recorded only when payment
is due.

The fiduciary fund financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned, and expenses
are recorded when a liability is incurred, regardiess of the timing of related cash flows. The
District applies all GASB pronouncements, as well as the Financial Accounting Standards Board
pronouncements issued on or before November 30, 1989, unless these pronouncements conflict

or contradict GASB pronouncements.
GOVERNMENTAL FUND TYPES
The District reports the following major governmental fund:

General Fund — This fund is established to account for resources used for general operations.
All general tax revenues and other receipts that are not allocated by law or contractual
agreement to some other fund are accounted for in this fund. This is a budgeted fund and
undesignated fund balances are considered resources available for current operations.

Additionally, the government reports the following governmental fund types:

Special Revenue Funds — These funds are used to account for resources restricted to, or
designated for, specific purposes by a grantor. Federal financial assistance generally is
accounted for in a special revenue fund. Except for the food service fund, any unused
balances are returned to the grantor at the close of specified project periods. The food service
fund is the only required budgeted special revenue fund. For all other funds in this fund type,
project accounting is employed to maintain integrity for the various sources of funds. The
District's food service fund is considered a special revenue fund since it meets the following
criteria: (1) User fees are charged to supplement the National School Lunch Program (NSLP),
(2) The general fund subsidizes the food service program for all expenditures in excess of
NSLP, and (3) The District does not consider the food service program completely self-
supporting. Food service fund balances, if any, are used exclusively for child nutrition program

purposes.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FIDUCIARY FUND TYPES

Private Purpose Trust Fund — The District accounts for donations for which the donor has
stipulated may be used for purposes that benefit parties outside the District. The District’'s
Private Purpose trust fund is a scholarship fund.

Agency Funds — These custodial funds are used to account for activities of student groups
and other organizational activities requiring clearing accounts. Financial resources for the
agency funds are recorded as assets and liabilities; therefore, these funds do not include
revenues and expenditures and have no fund equity. Student activity organizations exist with
the explicit approval of, and are subject to revocation by, the District's Board. If any unused
resources are declared surplus by the student groups, they are transferred to the general fund
with a recommendation to the Board for an appropriate utilization through a budgeted program.

C. BASIS OF ACCOUNTING APPLICABLE TO ALL FINANCIAL STATEMENTS

Capital assets, which include buildings and improvements, furniture and equipment, vehicles,
and leased property, are reported in the government-wide financial statements. Capital assets
are defined by the District as assets with an individual cost of more than $5,000. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed. The costs
of normal maintenance and repairs that do not add to the value of the asset or materially extend
the asset’s useful life are not capitalized.

Revenues from state and federal grants are considered to be earned to the extent of
expenditures made under the provisions of the grant. Funds received but unexpended are
reflected as deferred revenues, and funds expended but not yet received are shown as
receivables. If balances have not been expended by the end of the project period, grantors
generally require the District to refund all or part of the unused amount.

Supplies and materials are debited as expenditures when purchased.

It is the District’s policy to permit some employees to accumulate earned but unused vacation
and sick pay benefits. There is no liability for unpaid accumulated sick leave since the District
does not have a policy to pay any amounts when employees separate from service with the
District.

When the District incurs an expense for which it may use either restricted or unrestricted assets,
it uses the restricted assets first whenever they will have to be returned if they are not used.

In accordance with the FAR, the District has adopted and installed an accounting system which
exceeds the minimum requirements prescribed by the State Board of Education and approved by
the State Auditor. Specifically, the District's accounting system uses codes and the code
structure presented in the Accounting Code Section of the FAR. Mandatory codes are utilized in

the form provided in that section.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

D. BUDGETARY DATA

The official budget was prepared on the modified accrual basis of accounting, which is consistent
with accounting principles generally accepted in the United States of America, for the general
fund, debt service fund, and the food service special revenue fund. The remaining special
revenue funds adopt project-length budgets which do not correspond to the District’s fiscal year.
The following procedures are followed in establishing the budgetary data reflected in the basic
financial statements:

a. Prior to August 20 of the preceding fiscal year, the District prepares a budget for the next
succeeding fiscal year beginning September 1. The operating budget includes proposed
expenditures and the means of financing them.

b. A meeting of the Board is then called for the purpose of adopting the proposed budget.
At least 10 days public notice of the meeting must be given.

c. Prior to September 1, the budget is legally enacted through passage of a resolution by the
Board.

The budget is prepared and controlled at the function level within each fund and is amended at
this level as needed. Amendments are presented to the Board at its regular meetings. Each
amendment must have Board approval. Such amendments are made before the fact, and they
are reflected in the official minutes of the Board. During the year, several amendments were
necessary and expenditures exceeded appropriations in several functions.

E. ENCUMBRANCE ACCOUNTING

Encumbrances for goods or purchased services are documented by purchase orders or
contracts. Under Texas law, appropriations lapse at August 31, and encumbrances outstanding
at that time are to be either cancelled or appropriately provided for in the subsequent year's
budget. There were no outstanding encumbrances at August 31, 2010.

F. FUND EQUITY

Unreserved, undesignated fund equity for governmental funds in the fund financial statements
indicates available amounts for the budgeting of future operations. The unreserved designated
fund equity for governmental funds indicates unreserved funds that have been earmarked by the
Board resolution for specific purposes and are therefore not available for general expenditures to
be appropriated in the following period unless amended by future Board action. Reserved fund
balance is that portion of fund equity, which is not available for appropriation or which has been
legally separated for specific purposes.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

G. NET ASSETS ON THE STATEMENT OF NET ASSETS

Net assets on the statement of net assets include the following:

Investment in Capital Assets, Net of Related Debt — this component of net assets represents the
difference between capital assets less both the accumulated depreciation and the outstanding
balance of debt, which is directly attributable to the acquisition, construction, or improvement of

those assets.

Unrestricted — this component of net assets represents the difference between assets and
liabilities that is not reported in Net Assets Invested in Capital Assets, Net of Related Debt.

H. MANAGEMENT’S USE OF ESTIMATES

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

2. DEPOSITS AND INVESTMENTS

Legal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (Government Code Chapter 2256) (the Act) contains specific
provisions in the areas of investment practices, management reports and establishment of
appropriate policies. Among other things, it requires the District to adopt, implement, and publicize
an investment policy. That policy must address the following areas: (1) safety of principal and
liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable risk levels, (5)
expected rates of return, (6) maximum allowable stated maturity of portfolio investments, (7)
maximum average dollar-weighted maturity allowed based on the stated maturity date for the
portfolio, (8) investment staff quality and capabilities, and (9) bid solicitation preferences for
certificates of deposit. Statutes authorize the District to invest in (1) obligations of the U.S. Treasury,
certain U.S. agencies, and the State of Texas; (2) certificates of deposit, (3) certain municipal
securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers
acceptances, (7) Mutual Funds, (8) Investment pools, (9) guaranteed investment contracts, and (10)
common trust funds. The Act also requires the District to have independent auditors perform test
procedures related to investment practices as provided by the Act. The District is in substantial
compliance with the requirements of the Act and with local policies.
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

Policies Governing Deposits and Investments

In compliance with the Public Funds Investment Act, the District has adopted a deposit and
investment policy. That policy does not address the following risks:

a.

d.

e.

Custodial Credit Risk — Deposits and Investments: In the case of deposits, this is the risk that in
the event of a bank failure, the government's deposits and investments may not be returned to it.
The District's policy does not contain legal or policy requirements that would limit the exposure to
custodial credit risk for deposits and investments, other than the following: The State of Texas
requires that a financial institution secure deposits and investments made by state or local
governments by pledging securities in excess of the highest cash balance of the government.
The District is not exposed to custodial credit risk for its deposits are all covered by depository
insurance and pledged securities held by a third party in the District’'s name.

Concentration of Credit Risk — The investment policy of the District contains no limitations on the
amount that can be invested in any one issuer. Investments in any one issuer (other than U.S.
Treasury securities, mutual funds, and external investment pools) that represent five percent or
more of the total entity investments represent a concentration risk. At August 31, 2010, all of the
District's investments are in external investment pools, and as such the District has no risk.

Credit Risk — The risk that an issuer of other counterparty to an investment will not fulfill its

obligations. The ratings of securities by nationally recognized rating agencies are designed to
give an indication of credit risk. At August 31, 2010, the District was not significantly exposed to

credit risk.
Interest Rate Risk — Not applicable

Foreign Currency Risk — Not applicable

The carrying amount of the District's cash and temporary investments at August 31, 2010,
approximates fair value and consisted of the following shown below:

Cash in Bank $ 203,372
Lone Star Investment Pool 1,953,491
Total Cash and Investments $ 2,156,863
Cash and Investments - Governmental Funds $ 2,145,078
Cash and Investments - Statement of Net Assets $ 2,145,078
Cash and Investments - Fiduciary Funds 11,785

Total Cash and Investments $ 2,156,863
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VALENTINE INDEPENDENT SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

Public Funds Investment Pools

Public funds investment pools in Texas (Pools) are established under the authority of the Interlocal
Cooperation Act, Chapter 791 of the Texas Government Code, and are subject to the provisions of
the Public Funds Investment Act, Chapter 2256 of the Texas Government Code. In addition to other
provisions of the Act designed to promote liquidity and safety of principal, the Act requires Pools to:
1) have an advisory board composed of participants in the pool and other persons who do not have a
business relationship with the pool and are qualified to advise the pool; 2) maintain a continuous
rating of no lower than AAA or AAA-m or an equivalent rating by at least one nationally recognized
rating service; and 3) maintain the market value of its underlying investment portfolio within one half
of one percent of the value of its shares.

The District’s investment in Pools are reported at an amount determined by the fair value per share
of the Pool's underlying portfolio, unless the Pool is 2a7-like, in which case they are reported at
share value. A 2a7-like pool is one which is not registered with the Securities and Exchange
Commission as an investment company, but nevertheless has a policy that it will, and does, operate
in a manner consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940.

PROPERTY TAXES

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all
real and business personal property located in the District in conformity with Subtitle E, Texas
Property Tax Code. Taxes are due on receipt of the tax bill and are delinquent if not paid before
February 1 of the year following the year in which imposed. On January 1 of each year, a tax lien
attaches to property to secure the payment of all taxes, penalties, and interest ultimately imposed.

All delinquent taxes are recorded in the general fund. All property taxes remaining uncollected after
10 years are provided for in the allowance for uncollectible taxes. Uncollectible personal property
taxes are periodically reviewed and written off, but the District is prohibited from writing off real
property taxes without specific statutory authority from the Texas legislature.
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4. INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at August 31, 2010, consisted of the following individual fund receivables and
payables:

Due from Due to
Other Funds Other Funds

General Fund
Agency Funds $ 7,289 $
Special Revenue Fund

$ 7,289 $ 0
Special Revenue Funds
General Fund $ $
$ 0 $ 0
Agency Funds
General Fund $ $ 7,289
$ 7,289 $ 7,289

5. DUE FROM OTHER GOVERNMENTS

Amounts due frbm other governments consisted of $65,756 due from the State for Federal Program
reimbursements as well as State Aid earned at August 31, 2010.

6. CAPITAL ASSETS

Capital asset activity for the year ended August 31, 2010, was as follows:

9/1/2009 Additions Retirements 8/31/2010
Capital Assets:

Land $ 15,332 $ $ $ 15,332
Building and Improvements 1,154,335 34,775 1,189,110
Furniture and Equipment 595,304 146,461 741,765
$ 1764971 $ 181,236 $ 0 $ 1,946,207

Accumulated Depreciation:
Buildings and Improvements $ 670400 § 30,879 % $ 701,279
Furniture and Equipment 534,040 28,790 562,830
$ 1204440 $ 59,669 $ 1,264,109
Total Net Value of Capital Assets $ 560,531 $ 121,567 $ 682,098
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Depreciation expense was charged to functions of the primary government as follows:

Instruction $ 32,368
Instruction Resources and Media Services 422
Curriculum and Instructional Staff Development 225
Instructional Leadership 3,466
Guidance, Counseling, and Evaluation Services 754
Health Services 20
Student Transportation 5,660
Food Services 288
Cocurricular / Extracurricular Activities 2,038
General Administration 8,949
Plant Maintenance and Operations 5,479

5__50669

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

Buildings and Improvements 16 - 30 years
Furniture and Equipment 5-20 years

7. DEFERRED REVENUES

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Deferred revenues consisted

of the following at August 31, 2010:

General
Fund
Property Taxes - Delinquent $ 132,755
Less: Allowance for Uncollectible Taxes (28,445)
Total Deferred Tax Revenues $ 104,310
Overpayment per Summary of Finances 28,890

Total Deferred Revenues $ 133,200
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8. REVENUES FROM LOCAL AND INTERMEDIATE SOURCES

During the current year, revenues from local and intermediate sources consisted of the following:

General Special Revenue
Fund Fund Total

Property Taxes, Penalties, Interest,
and Other Tax-Related Income $ 323,680 $ 300 $ 323,980
Interest Income 4,963 4,963
Rent 4,750 4,750
Other 47,973 47,973
$ 381,366 $ 300 $ 381,666

9. DEFINED BENEFIT PENSION PLAN

Plan Description — All employees of the District employed for one-half or more of the standard
workload and who are not exempt from membership under Texas Government Code, participate in
the Teacher Retirement System of Texas (TRS), a cost sharing multiple-employer defined benefit
pension plan. TRS administers retirement and disability annuities, and death and survivor benefits to
employees and beneficiaries of employees of the public school system of Texas. It operates
primarily under the provisions of the Texas Constitution and Texas Government Code. TRS also
administers proportional retirement benefits and service credit transfers under Texas Government
Code. TRS issues a publicly available financial report that includes financial statements and
required supplementary information for the defined benefit pension plan. That report may be
obtained by writing to the TRS Communications Department, 1000 Red River Street, Austin, Texas
78701, by calling TRS at 1-800-223-8778, or by downloading the report from the TRS Internet
website, www.trs.state.tx.us, under the TRS Publication heading.

Funding Policy — State law provides for fiscal years 2008, 2009, and 2010, a state contribution rate
of 6.58% and a member contribution rate of 6.4%. In certain instances, the District is required to
make all or a portion of the State’s 6.58% contribution. Contribution requirements are not actuarially
determined but are legally established each biennium pursuant to state funding policy. State
contributions TRS made on behalf of the District's employees for the years ended August 31, 2010,
was $39,735. The amounts contributed by the State are reflected in the financial statements in the
general fund by respective function, in accordance with Governmental Accounting Standards Board
Statement No. 24. The District paid additional state contributions for the years ended August 31,
2010, in the amount of $4,665, on the portion of the employee’s salaries that exceeded the statutory
minimum and those salaries funded from federal grants, equal to the required contributions for each
year. Additionally, payments made on behalf of the District by the State for Medicare Part D fringe
benefits and salaries amounted to $1,696 for the year ended August 31, 2010.
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HEALTH CARE COVERAGE

During the year ended August 31, 2010, the District participated in the TRS — Active Care Program
administered by the Teacher Retirement System. The District contributed $250 of the employee-only
premium per month, and employees, at their option, authorized payroll withholdings to pay
contributions for dependents. Under this plan, the District is not liable for costs incurred beyond the
premiums paid.

LITIGATION

There is no litigation pending against the District which would have a material effect on the financial
statements.

COMMITMENTS AND CONTINGENCIES

Federal and State Funding

The District participates in numerous state and federal grant programs which are governed by
various rules and regulations of the grantor agencies. Costs charged to the respective grant
programs are subject to audit and adjustment by the grantor agencies; therefore, to the extent that
the District has not complied with the rules and regulations governing the grants, refunds of any
money received may be required and the collectability of any related receivable may be impaired. In
the opinion of the District, there are no significant contingent liabilities relating to compliance with the
rules and regulations governing the respective grants; therefore, no provision has been recorded in
the accompanying combined financial statements for such contingencies.

SUBSEQUENT EVENTS

The District's management has evaluated subsequent events though November 16, 2010, the date
which the financial statements were available for issue.




REQUIRED SUPPLEMENTARY INFORMATION
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Exhibit G-1
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
YEAR ENDED AUGUST 31, 2010
Variance
With Final
Data Budget
Control Budgeted Amounts Favorable
Codes Original Amended Actual (Unfavorable)
Revenues:
5700 Local and Intermediate Sources $ 386,429 $ 390,679 3 381,366 $ (9,313)
5800 State Program Revenues 874,662 844,011 901,499 57,488
5020 Total Revenues $___ 1,261,001 $ 1,234,690 $ 1,282,865 $ 48,175
Expenditures:
0011 Instruction $ 702,340 $ 750,870 $ 733,624 $ 17,246
0012 Instructional Resources and Media Services 12,000 10,502 10,503 1)
0013 Curriculum and Instructional Staff Development 5,000 5,000 5,596 (596)
0023 School Leadership 84,750 86,244 86,362 (118)
0031 Guidance, Counseling, and Evaluation Services 20,350 18,787 18,787 0
0033 Health Services 500 500 500 0
0034 Student Transportation 68,625 140,980 141,019 (39)
0036 Extracurricular Activities 67,220 50,724 50,787 (63)
0041 General Administration 215,975 216,281 222,986 (6,705)
0051 Plant Maintenance and Operations 139,500 135,278 136,508 (1,230)
0081 Facilities Acquisition and Construction 50,000 93,905 93,905 0
0093 Payments to Fiscal Agent/Member Districts 30,000 30,000 30,000 0
6030 Total Expenditures $ 1,396,260 $ 1,539,071 $ 1,530,577 $ 8,494
1100 Excess of Revenues over Expenditures $ (135169) $  (304,381) $  (247,712) $ 56,669
Other Financing Sources (Uses):
7912 Sale of Real and Personal Property $ $ $ $ 0
8911 Transfers Out 0 0 _(349) ~ (349)
7080 Total Other Financing Uses $ 0 $ 0 $ (349) ¢ (349)
1200 Net Change in Fund Balance $ (135,169) $ (304,381) $ (248,061) $ 56,320

0100 September 1 - Fund Balance 2,391,904 2,391,904 2,391,904 0
3000 August 31 - Fund Balance $ 2,256,735 $ 2,087,523 $ 2,143,843 $ 56,320




OTHER SUPPLEMENTARY INFORMATION

EXHIBITS H-1 THROUGH J-4
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Exhibit H-1
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
NONMAJOR GOVERNMENTAL FUNDS
AUGUST 31, 2010
Special Revenue Funds
211 Total
Nonmajor
Data ESEAI A Governmental
Control Improving August 31,

Codes Basic Program 2010

ASSETS:
1240 Due from Other Governments $ 935 $ 935
1260 Due from Other Funds 0
1000 Total Assets $ 935 $ 935

LIABILITIES:
2160 Accrued Wages Payable $ 853 $ 853
2170 Due to Other Funds 0
2200 Accrued Expenditures 82 82
2000 Total Liabilities $ 935 $ 935

FUND EQUITY:
3600 Unreserved and Undesignated $ 3 0
3000 Total Fund Equity $ 0 $ 0

4000 Total Liabilities and Fund Equity $ 935 $ 935
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Exhibit H-2
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
AUGUST 31, 2010
Special Revenue Funds
211 240 255 262 266 270 411
National School ESEA Title I, Total
Data ESEAI A Breakfast and Training Title Il, D Title XIV ESEA V., B Nonmajor
Control Improving Lunch and Education ARRA State Rural & Low Technology Governmental
Codes Basic Program Program Recruitment Technology Stabilization income Allotment Funds
REVENUES:
5700 Local and Intermediate Sources $ $ 300 $ $ $ $ $ $ 300
5800 State Program Revenues 1,555 1,565
5900 Federal Program Revenues 11,349 6,540 13,326 219 31,894 14,541 77,869
5020 Total Revenues $ 11,349 $ 6,840 $ 13,326 $ 218 $ 31,894 $ 14,541 $ 1,555 $ 79,724
EXPENDITURES:
0011 Instruction $ 11,349 $ $ 13,326 $ 219 $ 31,884 $ 14,541 $ 1,555 $ 72,884
0035 Food Services 7,189 7,189
6030 Total Expenditures $ 11,349 $ 7,189 $ 13,326 $ 219 $ 31,894 $ 14,541 $ 1,655 $ 80,073

1100 Excess of Revenues Over
Expenditures $ 0 $ (348) §$ 0 $ 0 $ 0 $ 0 $ 0 $ (349)

Other Financing Sources:

7915 Transfers in $ $ 349 $ $ $ $ $ $ 349
) $ 0 $ 349 $ 0 $ 0 $ 0 $ 0 $ 0 $ 349
1200 Net Change in Fund Balance $ $ $ $ $ 3 $ $ 0
0100 Fund Balance - September 1 (Beginning) 0
3000 Fund Balance - August 31 (Ending) $ 0 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
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SCHEDULE OF DELINQUENT TAXES RECEIVABLE
FISCAL YEAR ENDED AUGUST 31, 2010

1 2 3 10 20 30 40 50
Assessed/
Last Ten Appraised Beginning Current Maintenance Entire Ending
Years Ended Tax Rates Value for School Balance Year's Total Year's Balance
August 31 Maintenance Debt Service Tax Purposes 9/1/2009 Total Levy Collections Adjustments 8/31/2010
2001 and Prior Years 1.11000 0.00000 $ 26,593,063 $ 55,046 $ $ 9,440 $ (5.061) $ 40,545
2002 1.15000 0.00000 27,920,990 6,316 79 (328) 5,909
2003 1.20000 0.00000 28,854,250 6,575 (342) 6,233
2004 1.25000 0.00000 27,720,813 7,527 138 (357) 7.032
2005 1.31000 0.00000 27,428,855 8,051 290 (374) 7,387
2006 1.31000 0.00000 30,335,496 11,497 390 (374) 10,733
2007 1.19360 0.00000 33,267,130 13,335 501 (263) 12,571
2008 0.91000 0.00000 32,875,739 12,072 1,090 (200) 10,782
2008 0.91000 0.00000 35,197,720 15,846 2,099 (182) 13,565
2010 0.95000 0.00000 35,012,960 332,623 315,253 628 17,998

1000 TOTALS $ 136,265 $ 332623 % 329,280 $ (6,853) $ 132,755
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SCHEDULE OF EXPENDITURES FOR COMPUTATION OF INDIRECT COST FOR 2011-2012
GENERAL AND SPECIAL REVENUE FUNDS
YEAR ENDED AUGUST 31, 2010

Function 41 and Related Function 53 - General Administration

1 2 3 4 5 6 7
702 703 701 750 720 Other
Account School Tax Supt.'s Indirect Direct Miscel-
Number Board Collection Office Cost Cost laneous Total

611X-6146  § $ $ $ $ $ $
6149
6211
6212
6213 The District does not intend to charge indirect costs to its
621X federal programs for the 2011-2012 school year.
6220
6230
6240
6250
6260
6290
6320
6330
63XX
6410
6420
6430
6490
6500
6600
6000

Total $ 0 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0

Total expenditures/expenses for the General and Special Revenue Funds (Exhibit C-2) $ 0

Less: Deduction of Unallowable Costs

FISCAL YEAR
Capital Outlay (6600) (Only Funds 100-199/200-499) (10)
Total Debt & Lease (6500) (Only Funds 100-199/200-499) (11)
Plant Maintenance (Function 51, 6100-6400) (12)
Food (Function 35, 6341and 6499) (13)
Stipends (6413) (14)
Column 4 (above) - Total Indirect Cost
Subtotal $ 0

€7 €A P A PP

Net Allowed Direct Costs $ 0
e ———

CUMULATIVE
Total Cost of Building before Depreciation (1520) (15) $
Historical Cost of Building over 50 years old (16) $
Amount of Federal Money in Building Cost (Net of Above) (17) $
Total Cost of Furniture & Equipment before Depreciation (1520 & 1540) (18) $
Historical Cost of Furniture & Equipment over 16 years old (19) $
Amount of Federal Money in Furniture & Equipment (Net of Above) (20) $
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Exhibit J-3
FUND BALANCE AND CASH FLOW CALCULATION WORKSHEET
UNAUDITED
GENERAL FUND AS OF AUGUST 31, 2010
Data
Control
Codes Explanation Amount

1 Total General Fund Balance 8/31/2010 (Exhibit C-1 object 3000 for the General

Fund only) $ 2,143,843
2 Total Reserved Fund Balance (Exhibit C-1 total of object 3400s for the General

Fund only) $
3 Total Designated Fund Balance (Exhibit C-1 total of object 3500s for the General

Fund only) $ 1,950,000
4 Estimated amount needed to cover fall cash flow deficits in the General Fund (Net

of borrowed funds and funds representing deferred revenues) $
5 Estimate of two month's average cash disbursements during the regular school

session (9/1/2009 - 5/31/2010) $ 125,000
6 Estimate of delayed payments from state sources (58XX) including August

payment delays $ 64,821
7 Estimate of underpayment from state sources equal to variance between

Legislateive Payment Estimate (LPE) and District Planning Estimate (DPE) or

District's calculated earned state aid amount $
8 Estimate of delayed payments from federal sources (59XX) $ 935
9 Estimate of expenditures to be reimbursed to General Fund from Capital Projects

Fund (uses of General Fund cash after bond referendum and prior to issuance of

bonds) $
10 Optimum Fund Balance and Cash Flow (2+3+4+5+6+7+8+9) $ 2,140,756
11 Excess Unreserved, Undesignated General Fund Balance (1-10) $ 3,087

Explanation of Net Undesignated, Unreserved General Fund Balance:
The District currently intends to maintain at least three months worth of operating
expenditures in reserve.




VALENTINE INDEPENDENT SCHOOL DISTRICT

Data
Control
Codes
Revenues:
5700 Local and Intermediate Sources
5800 State Program Revenues
5900 Federal Program Revenues
Total Revenues
Expenditures:

0035 Food Services
6030 Total Expenditures

1100 Excess of Revenues
Over Expenditures

Other Financing Sources:
7915 Transfers In
1200 Net Change in Fund Balance

0100 September 1 - Fund Balance
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Exhibit J-4
BUDGETARY COMPARISON SCHEDULE
CHILD NUTRITION FUND
YEAR ENDED AUGUST 31, 2010
Variance
With Final
Budget
Budgeted Amounts Favorable
Original Amended Actual (Unfavorable)
$ 300 300
7,000 7,000 6,540 (460)
7,000 $ 7,000 6,840 (160)
7,000 $ 7,000 7,189 (189)
7,000 $ 7,000 7,189 (189)
$ (349) (349)
0 $ 0 349 349
$
0 $ 0 0 0

3000 August 31 - Fund Balance
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BOLINGER, SEGARS, GILBERT & Moss, L.L.P.

CERTIFIED PUBLIC ACCOUNTANTS

PHONE: (B0O68) 747-3806
FAX: (BO6) 747-3815
B215 NASHVILLE AVENUE

LUBBOCK, TEXAS 79423-1954

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

Board of School Trustees
Valentine Independent School District
Valentine, Texas

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Valentine Independent School District as of and for the year
ended August 31, 2010, which collectively comprise the District's basic financial statements and have
issued our report thereon dated November 16, 2010. 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 Reporting
In planning and performing our audit, we considered Valentine Independent School District's internal

control over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the District's internal control. Accordingly, we do not express an opinion
on the effectiveness of the District'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 internal control 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
that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Valentine Independent School District's

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

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

Brlinngar, Lgane, Aitheil § e 417

Certified Public Accountants

November 16, 2010
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VALENTINE INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF STATE FINDINGS AND RESPONSES
YEAR ENDED AUGUST 31, 2010

Current Year Findings and Recommendations —

N/A

Managements Response —

N/A

Status of Prior Year Findings —

2009-01: The District failed to calculate and record its year end payroll accrual
corrected in 2009-2010.

. This finding was
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VALENTINE INDEPENDENT SCHOOL DISTRICT

SCHOOLS FIRST QUESTIONNAIRE
FOR THE YEAR ENDED AUGUST 31, 2010

Were there any disclosures in the Annual Financial Report and/or other sources of
information concerning default on bonded indebtness obligations?

Did the District receive a clean audit? - Was there an unqualified opinion in the Annual
Financial Report?

Did the Annual Financial Report disclose any instances of material weaknesses in
internal controls?

Were there any disclosures in the Annual Financial Report of material noncompliance?

Total accumulated accretion on capital appreciation bonds included in government-
wide financial statements at fiscal year end.

Exhibit L-1

No

Yes

No

No

$0






