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School Board of Volusia County

Marga_ret A. Smith, D.Ed. Dr. Al Williams, Chairman
Superintendent of Schools Ms. Judy Conte, Vice-Chairman
Ms. Candace Lankford
Mr. Stan Schmidt
Mrs. Diane Smith
November 30, 2007

Dear Chairman, Members of the Board, and Citizens of Volusia County:

State law requires that all local governments publish, after the close of each fiscal year, a complete
set of financial statements presented in conformity with accounting principles generally accepted in
the United States (GAAP) and audited, by a firm of licensed certified public accountants or by the
Florida Auditor General, in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Pursuant to that requirement, we hereby
issue the comprehensive annual financial report (“CAFR”) of the District School Board of Volusia
County, Florida (“District”) for the fiscal year ended June 30, 2007 This report consists of
management’s representations concerning the finances of the District. Consequently, management
assumes full responsibility for the completeness and reliability of all of the information presented in
this report.

The CAFR is presented here in four sections: 1) introductory, 2) financial, 3) statistical, and 4) single
audit report. The introductory section includes this transmittal letter, list of Board members, appointed
officials, an organizational chart, and certificates from the Government Finance Officers Association of
the United States and Canada (GFOA) and the Association of School Business Officials International
(ASBO). The financial section includes the independent auditor’s report, government-wide and
governmental, proprietary, and fiduciary funds type statements, notes to the basic financial
statements, and combining and individual fund statements and schedules. The statistical section
consists of unaudited tables that reflect both financial and demographic data. This information is for
the purpose of presenting social and economic information, financial trends, and fiscal capacity of the
District, and is generally presented on a multi-year basis. The single audit report section includes the
information related to the requirement that all Federal grantee agencies undergo an annual single
audit in conformity with the provisions of the Single Audit Act of 1996 and the United States Office of
Management and Budget (“OMB”) Circular A-133, Audits of States, Local Governments and Non-profit
Organizations. The standards governing Single Audit engagements require the independent auditor
to report not only on the fair presentation of the financial statements, but also on the audited
government’s internal control and compliance with legal requirements, with special emphasis on
internal controls and legal requirements involving the administration of Federal awards. GAAP require
that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The
District’'s MD&A can be found immediately following the report of the independent certified public
accountants.

This report includes all funds of the District, the Volusia School Board Leasing Corporation, Inc., the
Volusia County Education Direct-Support Organization, Inc. (“Futures”), and the District’'s three
charter schools, Reading Edge Academy, Inc., Chiles Academy, Inc., and Richard Milburn Academy
of Volusia County, which comprise the reporting entity. The Volusia School Board Leasing
Corporation, Inc., was formed by the School Board to be the lessor in connection with financing the
acquisition and/or construction of certain educational facilities. Futures is a separate not-for-profit
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corporation organized and operated as a direct-support organization. Futures’ purpose is exclusively
educational and charitable for the constituents of Volusia County. The Reading Edge Academy, Inc.,
Chiles Academy, Inc., and Richard Milburn Academy of Volusia County, charter schools are public
schools operating under performance contracts with the School Board. Futures and the applicable
charter schools are included as aggregate discretely presented component units.

To provide a reasonable basis for making these representations, the District's management has
established a system of internal control that is designed both to protect the District’s assets from loss,
theft, or misuse and to compile sufficient reliable information for the preparation of the District’s
financial statements in conformity with GAAP. Because the cost of internal controls should not
outweigh their benefits, the District’'s system of internal control has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this financial
report is complete and reliable in all material aspects.

The accounting firm of Ernst & Young LLP conducted the audit of the District’s financial statements.
The goal of the independent audit was to provide reasonable assurance that the financial statements
of the District for the fiscal year ended June 30, 2007 are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded that there was a reasonable basis for rendering an unqualified opinion
on the District’s financial statements for the fiscal year ended June 30, 2007 The report of the
independent certified public accountants is presented as the first component of the financial section of
this report.

Profile of the Government

The District and its governing board were created pursuant to Section 4, Article IX of the Constitution
of the State of Florida. The District is an independent taxing and reporting entity managed, controlled,
operated, administered, and supervised by the District school officials in accordance with Chapter
1001, Florida Statutes. The Board consists of five elected officials responsible for the adoption of
policies, which govern the operation of the District’s public schools. The appointed Superintendent of
Schools (“Superintendent”) is the executive officer of the Board and is responsible for the
administration and management of the schools within the applicable parameters of Florida Statutes,
State Board of Education Rules, and School Board policies. The Superintendent is also specifically
delegated the responsibility of maintaining a uniform system of records and accounts in the District by
Section 1010.01, Florida Statutes, as prescribed by the State Board of Education.

The geographical boundaries of the District are those of Volusia County. Volusia County is located in
the east-central region of the State of Florida. Volusia County is approximately 40 miles northeast of
Orlando and approximately 204 miles from Tallahassee, Florida’s capital. Volusia County was
established in 1854 and became the 30" county in the State of Florida. The 2007 population for
Volusia County is estimated to be 508,227 persons. Within its borders are several incorporated areas
and small, unincorporated communities.

During the 2006-07 fiscal year, the District had 74 K-12 schools, including 47 elementary schools, 12
middle schools, 1 middle/high school, 8 high schools, 1 alternative education center (Department of
Juvenile Justice), 1 special education center, and 4 charter schools. The mission of The Chiles Academy
is to combine a community of support and guidance for school-age parents with the goal of attaining a high
school diploma, which will empower them to become independent and responsible citizens. The Reading
Edge Academy is dedicated to launching children’s academic careers with success, confidence, and a
love for reading. Richard Milburn Academy of Volusia County fosters a positive, nurturing environment
that will offer a developmental approach to learning where the community, parents, staff and students
combine their efforts to take ownership in achieving their greatest potential. The mission of Easter Seals
Educational Services is to maximize the independence of individuals with special needs by providing the
highest quality services.
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Economic Condition and Outlook

Volusia County is located on the east coast of central Florida and is the eastern terminus of the I-4
corridor, which runs through Orlando and extends to the cities of Tampa and St. Petersburg on the
Florida west coast. Tourism is a stable and growing industry in Volusia based primarily on a drive-in
market of visitors interested in our recreational areas including forty-seven miles of beaches. Major
tourist events include: Bike Week, Biketoberfest, NASCAR Daytona 500 and six other major racing
events at the Daytona International Speedway, and Spring Break.

Volusia County’s unemployment rate in recent history has been generally below the Florida and
national unemployment rates. According to the 2006 American Community Survey, per capita
personal income was $24,064 for Volusia County. The 2006 median household income was $ 40,881.
Volusia County’s 2006 Florida Price Level Index prepared by the Florida Department of Education is
94.77. This means that the cost of living in Volusia County is 5.23 percent below the State average of
100.00.

The County is part of the Daytona Beach MSA, which includes Volusia and Flagler Counties. The
population of Volusia County has increased 89,332 from 1997 to 2007 and is projected to reach
543,988 by 2010, 589,118 by 2015, and 630,379 by 2020.

The School District of Volusia County reported approximately 65,767 students (20 day enrollment) in
2006-07. The District grew by 6,437 students during the ten-year period of 1997-98 through 2006-07,
or 10.85%. However, for the first time in 25 years, the 20-day enrollment dropped by 1,071 in 2007-
08. Because of this, based on the District's cohort projection model and economic conditions,
forecasts project enrollment for 2012-13 to be 62,697, a decrease of 3,070 students from the current
fiscal year, or a decrease of 4.7 percent.

According to the 2006 American Community Survey, the median age in Volusia County was 42.6
years. Twenty percent of the population were under 18 years and 20 percent were 65 years and
older. Families made up 61 percent of the households, which includes both married-couple families
(47 percent) and other families (14 percent). Eight percent of the people were foreign born and 92
percent were native, including 32 percent who were born in Florida. Among people at least 5 years
old, 11 percent spoke a language other than English at home. Of those speaking a language other
than English at home, 62 percent spoke Spanish and 38 percent spoke some other language; 39
percent reported that they did not speak English “very well”. Eighty-seven percent of people 25 years
and older had at least graduated from high school and 20 percent had a bachelor’s degree or higher.

In 2006, the leading industries for the employed population 16 years and older in Volusia County were
educational services, health care, and social assistance, 20 percent, and retail trade, 13 percent. The
most common occupations were: management, professional, and related occupations, 28 percent;
sales and office occupations, 28 percent; service occupations, 20 percent; construction, extraction,
and maintenance occupations, 14 percent; and production, transportation, and material moving
occupations, 9 percent.

Of the 74 Volusia County schools mentioned above (excluding charter schools), 11 schools are less
than 10 years old; 22 schools are between 10 and 25 years old; and 37 schools are over 25 years old.

Long-term Financial Planning

Capital Outlay Program

A half-cent sales tax was approved by referendum on October 9, 2001, effective January 1, 2002. By the
beginning of the 2007-2008 school year, construction will be complete on the replacement of all five (5)

1960’s era high schools, Seabreeze, DeLand, New Smyrna Beach, Mainland and T.D. Taylor, affecting
virtually every geographical region of the District.
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This fiscal year has presented the District with a number of challenges. The early part of fiscal year 2006-
07 saw a continuation of increased construction costs; however, as the residential construction sector
slowed both labor and materials became more available. While construction costs did not show any
significant decrease by the end of the fiscal year, they seemed to have stabilized. In addition, the District
is receiving interest from a greater number of bidders, which could have a positive effect on pricing as we
move forward. Whether the market changes were due to price resistance, severe storm seasons in
succession, property taxes resulting from the rapid increase in property values or a combination of these
factors, residential building slowed dramatically. There is currently an inventory of unsold properties that
may not be absorbed by the market for years. These factors also affected student enroliments creating an
environment of changing conditions regarding the construction market and student demographics. At this
point in the 10-year building program, 60% of the number of scheduled projects has been completed
and/or construction has commenced.

In September 2006, the bid was awarded for construction of new High School “DDD” in Orange City. In
order to attract multiple bidders the construction duration was extended from 27 months to 30 months and
the district purchased builder’s risk insurance directly. Even with these changes there were only two
bidders and the bid was awarded at $95 million. It was recognized that this project cost is affected by the
site conditions that require construction on structural pilings and a hydro-geothermal heating and cooling
plant that will serve both the high school and a middle school nearby. When the bids were opened for new
Elementary “Y” in Deltona later in September 2006, they reflected minimal price increases over the bid for
Elementary “V” in Port Orange of the previous year.

The Class Size Reduction Amendment (CSR) continues to have an effect on redevelopment and
replacement decisions. The amendment imposed a FY2008-09 deadline for meeting specific class sizes
at the classroom level (K-3 maximum of 18, grades 4-8 maximum of 22, and grades 9-12 maximum of 25.)
This requirement has caused an increased demand for additional classroom space. Based on the student
population in FY2002-2003, the district had estimated the need for permanent classroom space for both
CSR and growth at nearly 1,000 classrooms. Blended State and District funds have financed projects at
nine (9) elementary schools that provide expansion solely to meet class size. In addition, each of the new
school prototypes has been modified to meet class size and still provide the same core capacity.

To meet the CSR requirements, the district still needs the construction of more than 276 elementary
classrooms, 65 middle school classrooms and 101 high school classrooms. Accommodations made
during the 2006-07 school year as an interim measure at the elementary level included use of co-teaching
models in 125 elementary classrooms. The district also required use of portable classroom space with the
distribution of 410 on elementary campuses, 184 on middle school campuses and 221 on high school
campuses for a total of 815 portables.

Relevant Financial Policies

Section 1 of Article IX of the State Constitution was amended in November, 2002 establishing, by the
beginning of the 2010-11 school year, the maximum number of students in core-curricula courses
assigned to a teacher in each of the following three grade groupings: (1) Pre-kindergarten through
grade 3, 18 students; (2) grades 4 through 8, 22 students; and (3) grades 9 through 12, 25 students.
The Legislature enacted Senate Bill - 30A (2003) specifically implementing the reduction of the
average number of students in each classroom by at least two students per year beginning with the
2003-04 fiscal year until the maximum number of students per classroom does not exceed the
2010-11 maximum. If a district’s class size does not meet the required maximum, the district must
reduce to the constitutional maximum in each of the three grade groupings or the average number of
students in each of the three grade groupings by at least two students per year as follows:

. 2003-04, 2004-05, and 2005-06 at the district level
. 2006-07 and 2007-08 at the school level
. 2008-09 at the classroom level

For the 2006-07 fiscal year, additional teachers were hired to meet student growth and the class size
amendment. This was the first year that compliance is measured on a school-level basis.
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Academic Accomplishments

Forty-five Volusia County schools received the Florida Department of Education Five Star School
Award for all areas of community involvement. The Five Star School Award was created by the
Commissioner's Community Involvement Council and is presented annually to those schools that
have shown evidence of exemplary community involvement.

The Southern Association of Colleges and Schools named the School District of Volusia County as
Florida’s first school district, and the nation’s third, to earn district accreditation as a quality school
system for its approach to increasing student achievement.

The School District of Volusia County received the Access to Excellence Award for Districts from the
College Board. The award recognizes Volusia’s commitment to excellence for all students by closing
the achievement gap to ensure that all students will learn.

Student achievement is measured throughout a student’s educational career using a variety of testing
instruments that include both norm-referenced and criterion-referenced assessments. Collectively,
the data derived from student achievement tests support several purposes that include School,
District, and State accountability; instructional and program decision-making; student placement; and
monitoring student progress. Major testing programs include the Florida Comprehensive Assessment
Test (FCAT), Pre-Scholastic Assessment Test (PSAT), Scholastic Assessment Test (SAT), American
College Test (ACT), Advanced Placement (AP), and the High School Competency Test (HSCT).

The FCAT is a State mandated test that measures the degree to which students are learning the
Sunshine State Standards in reading, mathematics, science, and writing. The reading and
mathematics FCAT is administered to students in grades 3 through 10. The writing FCAT is
administered to students in grade 4, 8, and 10. The science FCAT is administered to students in
grade 5, 8, and 11. FCAT results are used for school accountability purposes, as well as to monitor
individual student progress.

2007 FCAT Reading
(Mean Scale Score)

320
315
310
305
300
295
290

Grade 3 Grade 4 Grade 5 Grade 6 Grade 7 Grade 8 Grade9 Grade 10
| Ovolusia OFlorida |

2007 FCAT Mathematics
(Mean Scale Score)

340
330
320
310
300
290
280

Grade 3 Grade 4 Grade 5 Grade 6 Grade 7 Grade 8 Grade9 Grade 10
| Dvolusia OFlorida |
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2007 FCAT Writing 2007 FCAT Science

(Mean Scale Score) (Mean Scale Score)

4.1 310

4 “
a0k 305
3.8 300
377
a6k 295
35 290

Grade 4 Grade 8 Grade 10 Grade 5 Grade 8 Grade 11

| Ovolusia OFlorida | | @volusia OFlorida |

Over the nine years of the accountability system, the percentage of Volusia schools receiving an “A”
or “B” rating increased from 25 percent in 1999 to 80 percent in 2007. Statewide, 69 percent of
schools received an “A” or “B” rating. Ninety-two percent of Volusia’s Title | schools received an “A”
or “B” rating in 2007. Ninety-four percent of elementary schools (45 of 48) received an “A” or “B”
rating in 2007 compared to 78 percent Statewide. At the middle school level, 67 percent (8 of 12)
schools received an “A” or “B” rating, compared to 66 percent Statewide. Thirty-three percent of the
high schools (3 of 9) received an “A” or “B” rating, compared to 36 percent Statewide. When
compared to six peer districts, which were used in the State’s Office of Program Policy Analysis and
Government Accountability analysis of the district, Volusia schools ranked second in the percentage
of “A” and “B” schools behind Sarasota. However, when compared to the 13 largest Florida school
districts, Volusia ranked third behind Brevard and Seminole counties.

Budgetary Controls

The District maintains budgetary controls, the objective of which is to ensure compliance with legal
provisions embodied in the annual appropriated budget approved by the School Board. Activities of
all governmental and proprietary fund types are included in the annual appropriated budget.
Project-length financial plans are adopted for the Capital Projects Funds. The level of budgetary
control (that is, the level at which expenditures cannot exceed the appropriated amount) is established
at the function level.

Budgetary information is integrated into the accounting system; and, to facilitate budgetary control,
budget balances are encumbered when purchase orders are issued. Appropriations lapse at year-end
and encumbrances outstanding are honored from the subsequent year’s appropriations.

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

General Government Functions

For the purpose of this section, general government functions include the General Fund, the Special
Revenue Funds, the Debt Service Funds and the Capital Projects Funds. As demonstrated by the
statements and schedules included in the financial section of this report, the District continues to
maintain fund balances sufficient to meet its responsibility for sound financial management.

The District derives its revenues from various Federal, State and local sources. The primary source
of State educational funding comes from the Florida Education Finance Program (“FEFP”) and FEFP
categorical programs. Basic FEFP funds are provided on a weighted full-time equivalent (FTE)
student enrollment basis using a formula prescribed by the State Legislature, which takes into account
varying program cost factors and District cost differentials. FEFP categorical programs are lump sum
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appropriations intended to enhance various District educational programs. These sources may
fluctuate from year to year based on State legislative appropriations and student enrollment. Local
revenue for school district support is derived almost entirely from property and sales taxes.

General Fund Operations

The resources accounted for in this fund are principally committed to carrying out the educational
programs offered to the residents of Volusia County, as well as the general operation and support of
the public schools. Funds received from the State, mainly FEFP revenue, and local property taxes
provide the primary sources of revenues. The general operating expenditures, the fixed charges, and
the capital improvement costs that are not paid through other funds are paid from this fund.

Debt Administration

State Board of Education (SBE) bonds are paid from the District’s portion of the State-assessed motor
vehicle tax. General obligation bonds are paid from the proceeds of the District’s debt service millage
levy. The capital outlay millage and impact fees are used to pay the debt on the Certificates of
Participation. Sales Tax Bonds are paid from collections of a one-half cent discretionary sales surtax
levied pursuant to Section 212.055(6), Florida Statutes.

Cash Management and Investments

The intention of the cash management systems is to maximize interest earnings. Investment
portfolios are designed with the objective of attaining a market rate of return throughout budgetary and
economic cycles, taking into account the investment risk constraints and liquidity needs. The overall
investment strategy is to expose the District to a minimum amount of credit risk and market risk. All
bank balances on deposits are entirely insured by Federal depository insurance and/or collateralized
with securities held in Florida’s multiple financial institution collateral pool as required by Chapter 280,
Florida Statutes.

Risk Management

Due to the exposure for financial losses associated with the District’s operations, the District School
Board of Volusia County has maintained a comprehensive risk management program. The District
self-insures its program for workers’ compensation, general liability, and fleet and employs a
third-party agency to administer the claims. Other risks, such as property, boiler and machinery
losses, employee crime, catastrophic student athletic injuries, and flood are protected using various
commercial insurance policies.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting and the Association of School
Business Officials International (ASBO) awarded a Certificate of Excellence in Financial Reporting to
the District for its comprehensive annual financial report for the fiscal year ended June 30, 2006. In
order to be awarded the Certificate of Achievement for Excellence in Financial Reporting and the
Certificate of Excellence in Financial Reporting, the District must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.

The Certificate of Achievement and the Certificate of Excellence are valid for a period of one year
only. We believe that our current comprehensive annual financial report continues to meet the
Certificate of Achievement Program’s requirements and we are submitting it to the GFOA and the
ASBO to determine its eligibility for another certificate.
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The preparation of the Comprehensive Annual Financial Report was made possible by the dedicated
service of the entire staff of Financial Services. Each member of the division has our sincere
appreciation for the contributions made in the preparation of this report.

In closing, we would like to thank the members of the School Board for their leadership and support in
planning and conducting the financial operations of the District.

Respectfully submitted,

Dr. Margaret A. Smith
Superintendent of Schools

Dr. Robert Moll Bertie Trawick
Deputy Superintendent for Financial and Director of Finance
Business Services
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the District School Board of Volusia County, Florida, (the District), we
offer readers of the District’s financial statements this narrative overview and analysis of the
financial activities of the District for the fiscal year ended June 30, 2007. We encourage
readers to consider the information presented here in conjunction with our basic financial
statements found on pages 14 through 50, and with additional information included in the
letter of transmittal, which can be found on pages i. through viii.

FINANCIAL HIGHLIGHTS

e The assets of the District exceeded its liabilities at June 30, 2007, by $761,598,140.
Of this amount, $619,743,483 represents investments in capital assets (net of related
debt), and $141,854,657 represents restricted and unrestricted net assets of
$167,353,947 and ($25,499,290), respectively.

e The District’s total net assets increased by $62,467,375.

e At June 30, 2007, the District’s governmental funds reported combined fund balances
of $439,881,945, an increase of $12,268,604 in comparison with the prior year.

e At June 30, 2007, the unreserved fund balance for the General Fund was
$11,792,482, or 2.4 percent of total General Fund expenditures. The unreserved
fund balance is available for spending at the District’s discretion.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’'s basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the District's net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that
will result in cash flows only in future fiscal periods (e.g., uncollected taxes and earned but
unused vacation and sick leave).
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The government-wide financial statements include the District (known as the primary
government), the Volusia County Education Direct-Support Organization, Inc., and three
charter schools, Reading Edge Academy, Inc., Chiles Academy, Inc., and Richard Milburn
Academy of Volusia County, for which the District is financially accountable. Financial
information for these component units is reported separately from the financial information
presented for the primary government. The Volusia School Board Leasing Corporation, Inc.
(Leasing Corporation), although also legally separate, was formed to facilitate financing for
the acquisition of facilities and equipment. Due to the substantive economic relationship
between the District and the Leasing Corporation, the Leasing Corporation has been
included as an integral part of the primary government. The government-wide financial
statements can be found on pages 14 through 16 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the
District’s funds can be divided into one of three categories: governmental funds, proprietary
funds, and fiduciary funds.

Governmental Funds — Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements.

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

The District maintains sixteen individual governmental funds. Information is presented
separately in the governmental funds balance sheet and in the governmental funds
statement of revenues, expenditures, and changes in fund balances for the District’s most
significant funds. The District’'s major governmental funds are the General Fund, Certificates
of Participation — Debt Service Fund, Local Capital Improvement — Capital Projects Fund,
Certificates of Participation — Capital Projects Fund, and Local Sales Tax — Capital Projects
Fund. Data for the other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is
provided in the form of combining statements elsewhere in this report.

The District adopts an annual appropriated budget for its General Fund. A budgetary

comparison statement has been provided for the General Fund on page 23 to demonstrate
compliance with this budget.
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The basic governmental fund financial statements can be found on pages 17 through 23 of
this report.

Proprietary Funds — Proprietary funds may be established to account for activities in which
a fee is charged for services. The District maintains Internal Service Funds to accumulate
and allocate costs internally among the District’s various functions. The District uses internal
service funds to account for its self-insurance programs. Because these services
predominantly benefit governmental rather than business-type functions, they have been
included with governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The four internal service funds are combined into a single,
aggregated presentation in the proprietary funds financial statements. Individual fund data is
provided in the form of combining statements elsewhere in this report.

The basic proprietary funds financial statements can be found on pages 24 through 26 of this
report.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of
parties outside the primary government. The District maintains Private Purpose Trust Funds
to account for the resources of the District’s trust and endowment funds for DeLand High,
Spruce Creek High, and Seabreeze High. The District also maintains Agency Funds to
account for resources of the school internal funds and a voluntary employee benefits
program. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the District's own
programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

The basic fiduciary funds financial statements can be found on pages 27 and 28 of this
report.

Notes to the Financial Statements — The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 29
through 50 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of the District’s
financial position. The District’'s total assets exceeded its liabilities by $761,598,140 (total
net assets) at June 30, 2007, which was an increase of $62,467,375 over the previous year.

Net assets include investments in capital assets, primarily school facilities and related
furniture, fixtures, and equipment, net of outstanding debt used to acquire or construct capital
assets. The remaining net assets are divided between those that are restricted and those
that are unrestricted. Restricted net assets are those assets net of related liabilities that are
restricted to uses specified by third parties, primarily under the terms of debt issues, and
Federal and State grantor agencies.
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The following is a summary of the District’s net assets as of June 30, 2007, compared to net
assets as of June 30, 2006:

Condensed Statement of Net Assets
Governmental Activities
2007 2006
Current and other assets $ 506,872,217 $ 491,844,276
Capital assets, net 998,447,578 875,399,678
Total assets 1,505,319,795 1,367,243,954
Long-term liabilities 703,976,624 631,387,173
Other liabilities 39,745,031 36,726,016
Total liabilities 743,721,655 668,113,189
Net assets:
Invested in capital assets, net of
related debt 619,743,483 534,830,900
Restricted 167,353,947 170,067,232
Unrestricted (25,499,290) (5,767,367)
Total net assets $ 761,598,140 $ 699,130,765

The District reports a $25,499,290 deficit in unrestricted net assets at June 30, 2007, a
$19,731,923 decrease in net assets from the prior year. The decrease was primarily due to a
decrease of $11,138,252 in the General Fund unrestricted fund balance coupled with an
increase of $6,680,358 in the District’s liability for compensated absences. Management has
every confidence that the deficit in unrestricted net assets does not represent an inability to
meet District obligations. Compensated absences in the amount of $54,582,533 were the
most significant liability (claim) against unrestricted assets. Most of the estimated amount of
compensated absences liability, $49,818,549, will be due more than one year from the
financial statement date and does not require the use of current resources.

Restricted net assets represent resources that are subject to external restrictions on how
they may be used, such as for capital projects and debt service. The restricted portion of the
District’s net assets totals $167,353,947, which represents a 1.6 percent decrease from the
prior year.

The largest portion of the District’s net assets (81 percent) reflects its investment in capital
assets, less any related debt still outstanding. Investment in capital assets, less related debt,
increased $84,912,583.

The decrease in restricted net assets and the increase in investment in capital assets were
primarily due to an increase in expenditures for construction projects.
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Key elements of the changes in the District’s net assets for the fiscal years ended June 30,
2007, and June 30, 2006, are as follows:

Change in Net Assets
Governmental Activities
2007 2006
Revenues:
Program revenues:
Charges for services $ 12929870 $ 13,060,891
Operating grants and contributions 30,666,253 31,124,132
Capital grants and contributions 38,887,502 17,184,270
General revenues:
Property taxes 284,084,481 239,989,137
Other taxes 35,956,023 37,737,410
Grants and contributions not restricted
to specific programs 258,468,840 254,397,184
Other 29,512,352 19,481,410
Total revenues 690,505,321 612,974,434
Expenses:
Instruction 322,497,809 288,187,757
Pupil personnel services 26,248,325 23,169,573
Instructional media services 7,554,889 7,343,328
Instruction and curriculum development services 15,661,385 13,933,703
Instructional staff training services 8,839,892 8,839,340
Instruction related technology 3,081,083 4,102,673
Board of education 447,349 519,889
General administration 3,675,637 3,394,346
School administration 40,476,781 36,934,562
Facilities acquisition and construction 15,772,257 12,729,032
Fiscal services 3,071,588 2,711,616
Food services 23,438,412 21,985,268
Central services 6,495,756 5,536,321
Pupil transportation services 18,166,751 16,837,763
Operation of plant 44,983,769 37,472,736
Maintenance of plant 15,530,492 14,153,260
Administrative technology services 5,855,638 3,862,846
Community services 4,660,131 1,612,862
Interest on long-term debt 25,304,753 19,501,861
Depreciation expense 36,275,249 32,275,209
Total expenses 628,037,946 555,103,945
Increase in net assets 62,467,375 57,870,489
Net assets - Beginning 699,130,765 631,260,276
Adjustment to beginning net assets 10,000,000
Net assets - Beginning, restated 699,130,765 641,260,276
Net assets - Ending $ 761,598,140 $ 699,130,765
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Governmental activities increased the District’s net assets by $62,467,375. Key elements of

this increase are as follows:

e Property tax revenue increased by $44,095,344 (18.4 percent) during the year.
Most of this increase relates to an increase in the taxable assessed value.

e Instruction and instructional support expenses accounted for approximately 61.1

percent of total governmental expenses in the 2006-07 fiscal year.

Instruction

and instructional support expenses increased by $38,307,009, which represents
an 11.1 percent increase from the 2005-06 fiscal year. The increase is primarily
due to an increase in the number of instructional personnel hired to meet the

class size requirements and due to an increase in salaries.

Comparison of Expenses
Current to Prior Year
$350,000,000 —
$300,000,000
$250,000,000
$200,000,000
$150,000,000
$100,000,000
$50,000,000 —
$0 -
A N S
& > & & Ci & § &
& > N N RS K & &
& & & «° & ) S
& Na s N QQ} &
N & ’
\(\a’\ %é\o 0\9%\ © @'b\(\
02007 Fiscal Year W 2006 Fiscal Year

Instructional support includes pupil personnel services,

instructional

media services,

instruction and curriculum development services, instructional staff training services, and

instruction related technology.
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District administration includes board of education, general administration, facilities
acquisition and construction, fiscal services, central services, and administrative technology
services. Other includes community services, interest on long-term debt, and depreciation
expense.

Revenues by Source - Governmental Activities

Operating Grants &

Contributions
4%
General Revenue: Grants Charges for Services
& Contributions not 2%
Restricted Other Capital Grants &
37% 4% Contributions

6%

Property Taxes
42%

Local Sales Taxes
5%

FINANCIAL ANALYSIS OF THE INDIVIDUAL FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance
with finance-related requirements.

Governmental Funds. The focus of the District’'s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the District’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of the District’s net resources
available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the District’s governmental funds reported combined
ending fund balances of $439,881,945 an increase of $12,268,604 in comparison with the
prior year. Approximately 45.5 percent of the ending fund balances, $200,151,419,
constitutes unreserved fund balances, which is available for spending at the District’s
discretion, in accordance with regulations, restrictions, or limitations of the fund. The
remainder of the fund balances are reserved to indicate that they are not available for new
spending because they have already been committed 1) to liquidate contracts and purchase
orders of the prior period, $169,143,787; 2) to liquidate the related expenditures that will be
recognized when inventories are eventually consumed, $4,120,782; 3) to make debt service
payments, $66,234,133 or 4) to fund State categorical programs, $231,824.
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The General Fund is the chief operating fund of the District. At the end of the current fiscal
year, unreserved fund balance of the General Fund was $11,792,482, while total fund
balance was $15,587,352. As a measure of the General Fund’s liquidity, it may be useful to
compare both unreserved fund balance and total fund balance to total fund expenditures.
Unreserved fund balance represents 2.4 percent of total General Fund expenditures, while
total fund balance represents 3.2 percent of that same amount.

During the current fiscal year, the fund balance of the General Fund decreased by
$11,522,871. Key factors in this decline are as follows:

¢ Revenues increased by 10 percent ($42.7 million), mainly due to an increase in local
property taxes. The District received an additional $14.3 million for class size
reduction state funding, however, the Florida Education Finance Program state
funding decreased by $12.4 million from the prior year. Overall, total state revenues
increased by only 1.3 percent ($2.9 million).

e Expenditures increased by 12.7 percent ($54.4 million) and exceeded revenues and
other financing sources by $8 million. The majority of this increase ($32.6 million)
was spent in instruction.

The Certificates of Participation — Debt Service Fund, which is used to account for the
payment of principal, interest, and related costs pertaining to the District’s Certificates of
Participation, has a total fund balance of $48,248,976. This balance resulted from the
issuance of the Crossover Refunding Certificates of Participation, Series 2005B, and is held
in an irrevocable trust fund by the escrow agent in order to pay interest on the Series 2005B
Certificates up to and including August 1, 2009, the crossover date. The fund balance
increased $598,045 due to an increase in the fair value of the investments held in escrow.

The Local Capital Improvement — Capital Projects Fund, which is used to account for
revenues produced by an ad valorem (property) tax levy authorized by the school board to
support capital improvements, has a total fund balance of $67,408,921. The State
Legislature has capped this levy at two mills since 1989-90. The fund balance increased
during the current fiscal year by $21,843,046, due to an increase in property taxes. It should
also be noted that $19,837,494 of the total fund balance has been encumbered under
specific engineering and construction contracts for projects in progress at year-end.

The Certificates of Participation — Capital Projects Fund, which is used to account for capital
project activity funded by a form of lease-purchase agreement, has a total fund balance of
$212,494,463. The net increase of $49,158,258 from the prior year resulted from the sale of
Certificates of Participation, Series 2007.

The Local Sales Tax — Capital Projects Fund, which is used to account for a ten-year
construction plan funded by a voter approved referendum adopting a half-cent sales tax for
fifteen years, has a total fund balance of $34,051,010, all of which is reserved for specific
capital projects. The $48,883,150 net decrease in fund balance during the current fiscal year
resulted from an increase in expenditures for construction projects, such as Taylor
Middle/High School, South Daytona Elementary School, Mainland High School, and Deland
High School. At this point in the 10-year building program, 60% of the scheduled projects
have been completed and/or construction commenced. It should be noted that $21,211,445
of the total fund has been encumbered under specific engineering and construction contracts
for projects in progress at year-end.
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GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget for revenues were
approximately $10.4 million (2.3 percent increase), and can be briefly summarized as follows:

e  $4 million decrease in Florida Education Finance Program (FEFP) State funding due
to a decline in projected enrolliment and the McKay Scholarships (a voucher program
for exceptional student education (ESE) students where the amount is deducted from
the District’s allocation and sent to a designated private school).

e $2.8 million increase in other State programs. The Excellent Teaching Program
earned $2.1 million of the increase, $.8 million was generated from the Voluntary
Pre-kindergarten program, the School Recognition allocation increased $.3 million,
and discretionary lottery funds decreased by $.5 million.

e $1 million increase in federal funding due mostly to Medicaid reimbursements.

e $2.9 million increase in local property tax collections due to an increase in the
taxable assessed values.

e $7.7 million increase in other local revenues. The District’s after school age child
care program generated $3 million of the increase, $1.7 was collected through the E-
Rate program, interest generated an additional $.5 million, bus fees generated an
additional $.7 million, and $1.8 million was from increases in various sources.

The final amended budget reflected a reduction in fund balance of $14,610,709 for current
year operations. Many of the large fluctuations between original and amended budget are
from revenues that are not known and measurable at the time of budget adoption. These are
amended into the budget during the year. Revenues and the corresponding appropriations
are amended into the budget upon receipt. Annual salary increases are amended into the
budget once salary negotiations have concluded. Fluctuations between amended budget
and actual amounts usually occur from unused grant balances. Certain unexpended funds
remain allocated and are re-budgeted in the following fiscal year.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The District’s investment in capital assets for its governmental activities as
of June 30, 2007, amounted to $998,447,578 (net of accumulated depreciation). This
investment in capital assets includes land; construction in progress; improvements other than
buildings; buildings and fixed equipment; furniture, fixtures, and equipment; motor vehicles;
audio visual materials; and computer software. The total increase in the District’s investment
in capital assets for the current fiscal year was 14.1 percent. Major capital asset events
during the current fiscal year included the following:

e Completion and opening of the District’'s newest elementary school, Cypress Creek in
Port Orange.

e Two replacement schools, Osteen Elementary and Taylor Middle-High, and the
Community Learning Center East in Port Orange.

e Major projects currently under construction include Middle School “DD” and High
School “DDD” in Orange City and Elementary School “Y” in Deltona. The Hurst
Elementary replacement school in Daytona Beach will be bid in the fall.
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The following is a summary of capital assets as of June 30, 2007, and June 30, 2006:

Capital Assets
(net of depreciation)

Governmental Activities

2007 2006
Land $ 57,378,318 $ 54,793,359
Construction in progress 255,453,824 248,517,279
Improvements other than buildings 37,486,729 33,867,475
Buildings and fixed equipment 609,500,990 503,065,037
Furniture, fixtures, and equipment 16,645,218 16,016,673
Motor vehicles 18,988,819 16,480,664
Audio visual materials 8,577 7,568
Computer software 2,985,103 2,651,623
Total $ 998,447,578 $ 875,399,678

Additional information on the District’s capital assets can be found in Note 4 on page 37 of
this report.

Long-Term Debt. At the end of the current fiscal year, the District had total bonded debt
outstanding of $621,845,000, excluding premiums. Of this amount, $216,575,000 comprises
debt backed by sales tax revenue, and $16,890,000 backed by the full faith and credit of the
State of Florida. The remainder of this debt represents $388,380,000 in certificates of
participation.

The District maintains underlying ratings of an "A2" from Moody's Investor Services, Inc. and
an "A+" from Fitch Ratings on its certificates of participation and sales tax revenue bonds.
The Certificates of Participation, Series 2007, also carry a rating of “A2” from Moody’s
Investor Services, Inc. and an "A+" from Fitch Ratings. All debt issues are insured and carry
an "Aaa" insured rating.

Additional information on the District’s long-term debt can be found in the notes to the basic
financial statements pages 37 to 44.

Page 12




The following is a summary of outstanding debt, excluding premiums, as of June 30, 2007,
and June 30, 2006:

Outstanding Debt

Governmental Activities

2007 2006
Bonds payable $ 233,465,000 $ 261,275,000
Certificates of participation 388,380,000 297,430,000
Total $ 621,845,000 $ 558,705,000

ECONOMIC FACTORS AND NEW YEAR’S BUDGETS AND RATES

The unemployment rate for the District (Volusia County, Florida) is currently 3.9
percent, which is slightly higher than the State’s average unemployment rate of 3.8
percent but substantially lower than the national average unemployment rate of 4.7
percent.

The 2007 assessed value of taxable property in Volusia County increased by 8.2
percent over the previous year, continuing the trend of increasing taxable values.
The increase, however, is much lower than last year’s 20 percent increase.

Funding from the Florida Education Finance Program (FEFP) through the Florida
Legislature increased $27.3 million for fiscal year 2007-08. Included in this amount
is $14.2 million for class-size reduction based on a voter-approved amendment to
reduce class size in the State of Florida. Districts are required to reduce their
average class size in each grade by 2 students, until they meet the required class
size of 18 students in kindergarten through 3rd grade, 22 students in grades 4
through 8, and 25 students in grades 9 through 12 by 2010.

Fiscal year 2007-08 will be a challenging year statewide due to the end of Florida’s
extensive housing boom. Legislators project a $1.5 billion revenue shortfall.
Because the FEFP is funded from both state and local sources, school districts are
being asked to reduce total FEFP expenditures by 2% in order to achieve a statewide
reduction of 4% in state funding.

REQUESTS FOR INFORMATION

This report is designed to provide citizens, taxpayers, customers, investors, and creditors
with a general overview of the District’s finances and to demonstrate compliance and
accountability for its resources. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the School
District of Volusia County, Finance Department, P.O. Box 2118, DelLand, Florida 32721-

2118.
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District School Board of Volusia County, Florida

Statement of Net Assets

ASSETS

Cash

Investments

Accounts receivable

Interest receivable

Deposits receivable

Due from other agencies

Inventories

Prepaid items

Deferred charges

Investment in joint venture

Capital assets:
Land
Construction in progress
Improvements other than buildings, net
Buildings and fixed equipment, net
Furniture, fixtures, and equipment, net
Motor vehicles, net
Audio visual materials, net
Computer software, net

Total assets
LIABILITIES AND NET ASSETS
LIABILITIES
Salaries and benefits payable
Payroll deductions and withholdings
Accounts payable
Construction contracts payable
Construction contracts payable - retainage
Due to other agencies
Unearned revenue
Long-term liabilities:
Portion due within one year:
Notes payable
Bonds payable
Obligations under capital leases
Certificates of participation payable
Compensated absences payable
Estimated insurance claims payable
Estimated liability for arbitrage rebate
Portion due in more than one year
Notes payable
Bonds payable
Obligations under capital leases
Certificates of participation payable
Compensated absences payable
Estimated insurance claims payable

Total liabilities
NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
State categorical programs
Debt service
Capital projects
Food service
Other purposes
Unrestricted

Total net assets

June 30, 2007

Primary

__Government _

Governmental
Activities

$ 2,110,403

453,071,203
1,831,999

30,616,774
4,120,782

5,121,056
10,000,000

57,378,318
255,453,824
37,486,729
609,500,990
16,645,218
18,988,819
8,577
2,985,103

1,505,319,795

4,154,339
3,938
9,967,716
9,438,595
12,032,519
3,652,549
495,375

19,709,560
8,114,906
4,763,984
2,631,077

423,511

220,141,476
393,031,679
49,818,549
5,341,882

743,721,655

619,743,483

231,824
21,556,126
138,351,994
7,214,003

(25,499,290)
_$ 761,508,140

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

1,390,395
131,965
22,510

1,859
404,404

498,425
74,761

1,287,130
70,765

20,120

3,902,334

1,730

63,199

64,928
30,465

39,136

24,564

7,461

629,162

50,368

911,013

1,207,971

628,233
1,155,117

2,991,321




District School Board of Volusia County, Florida

Statement of Activities

For the Fiscal Year Ended June 30, 2007

Program Revenues

Operating

Charges for Grants and

Capital

Grants and

FUNCTIONS Expenses Services Contributions Contributions
Primary government:
Governmental activities:
Instruction $ 322,497,809 $ - $ - $ -
Pupil personnel services 26,248,325 - - -
Instructional media services 7,554,889 - - -
Instruction and curriculum development services 15,661,385 - - -
Instructional staff training services 8,839,892 - - -
Instruction related technology 3,081,083 - - -
Board of education 447,349 - - -
General administration 3,675,637 - - -
School administration 40,476,781 - - -
Facilities acquisition and construction 15,772,257 - - 32,255,479
Fiscal services 3,071,588 - - -
Food services 23,438,412 8,588,773 13,836,074 -
Central services 6,495,756 - - -
Pupil transportation services 18,166,751 - 12,267,380 -
Operation of plant 44,983,769 - - -
Maintenance of plant 15,530,492 - 4,562,799 -
Administrative technology services 5,855,638 - - -
Community services 4,660,131 4,341,097 - -
Interest on long-term debt 25,304,753 - - 6,632,023
Depreciation expense 36,275,249 - - -
Total governmental activities $ 628,037,946 $12,929,870 $ 30,666,253 $ 38,887,502
Component units:
Charter Schools $ 2,991,726 $ 103,148 $ 125,709 $ -
Volusia County Education Direct-Support
Organization, Inc. 622,275 134,165 571,413 -
Total component units $ 3,614,001 $ 237,313 $ 697,122 $ -

General revenues:
Taxes:
Property taxes, levied for operational purposes
Property taxes, levied for debt service
Property taxes, levied for capital projects
Local sales taxes
Grants and contributions not restricted to specific programs
Unrestricted investment earnings
Miscellaneous

Total general revenues
Change in net assets
Net assets - July 1, 2006
Net assets - June 30, 2007

The notes to the basic financial statements are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental
Activities Component Units

(322,497,809)
(26,248,325)
(7,554,889)
(15,661,385)
(8,839,892) -
(3,081,083)
(447,349)
(3,675,637)
(40,476,781)
16,483,222 -
(3,071,588
(1,013,565
(6,495,756
(5,899,371
(44,983,769

(5,855,638
(319,034
(18,672,730
(36,275,249

)
)
)
)
)
(10,967,693) -
)
)
)
)
)

(545,554,321

- (2,762,869)

- 83,303

- (2,679,566)

210,137,155 -
32,424 -
73,914,902 -
35,956,023 -
258,468,840 2,982,422
22,416,645 65,014
7,095,707 15,755

608,021,696 3,063,191

62,467,375 383,625
699,130,765 2,607,696

761,598,140 $ 2,991,321
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District School Board of Volusia County, Florida
Balance Sheet -
Governmental Funds
June 30, 2007

Certificates of Local Capital
Participation - Improvement -
General Debt Capital
Fund Service Fund Projects Fund
ASSETS
Cash $ 2,095,383 $ - $ -
Investments 18,967,157 48,552,783 66,677,526
Interest receivable 33,400 119,704 54,958
Due from other agencies 10,219,861 - 2,978,252
Inventories 1,528,053 - -
Total assets $ 32,843,854 $ 48,672,487 $ 69,710,736
LIABILITIES AND FUND BALANCES
Liabilities:
Salaries and benefits payable $ 3,856,519 $ - $ -
Payroll deductions and withholdings 3,938 - -
Accounts payable 9,751,895 - -
Construction contracts payable - - 1,466,434
Construction contracts payable-retainage - - 835,381
Estimated liability for arbitrage rebate - 423,511 -
Due to other agencies 3,644,150 - -
Unearned revenue - - -
Total liabilities 17,256,502 423,511 2,301,815
Fund balances:
Reserved for:
State categorical programs 231,824 - -
Encumbrances 2,034,993 - 19,837,494
Inventories 1,528,053 - -
Debt service - 48,248,976 -
Unreserved 11,792,482 - 47,571,427
Unreserved, reported in nonmajor:
Special revenue - - -
Capital projects - - -
Total fund balances 15,587,352 48,248,976 67,408,921
Total liabilities and fund balances $ 32,843,854 $ 48,672,487 $ 69,710,736

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

Local Sales

Participation - Tax - Nonmajor Total
Capital Capital Governmental Governmental
Projects Fund Projects Fund Funds Funds
$ - $ - $ 15,020 $ 2,110,403
221,210,608 35,360,632 50,618,483 441,387,189
1,489,738 91,780 25,319 1,814,899
68,816 5,955,712 11,394,133 30,616,774
- - 2,592,729 4,120,782
$ 222,769,162 $ 41,408,124 $ 64,645,684 $ 480,050,047
$ - $ - $ 297,380 $ 4,153,899
- - - 3,938
- - 215,821 9,967,716
5,105,960 1,688,665 1,177,536 9,438,595
5,168,739 5,668,449 359,950 12,032,519
- - - 423,511
- - 8,399 3,652,549
- - 495,375 495,375
10,274,699 7,357,114 2,554,461 40,168,102
- - - 231,824
122,065,044 21,211,445 3,994,811 169,143,787
- - 2,592,729 4,120,782
- - 17,985,157 66,234,133
90,429,419 12,839,565 - 162,632,893
- - 4,083,233 4,083,233
- - 33,435,293 33,435,293
212,494,463 34,051,010 62,091,223 439,881,945
$ 222,769,162 $ 41,408,124 $ 64,645,684 $ 480,050,047
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District School Board of Volusia County, Florida
Reconciliation of the Governmental Funds Balance Sheet
to the Government-wide Statement of Net Assets
June 30, 2007

Total Fund Balances - Governmental Funds $ 439,881,945

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

Capital assets, net of accumulated depreciation, used in governmental activities are
not financial resources and, therefore, are not reported as assets in governmental
funds. 998,447,578

Debt issuance costs are not expensed in the government-wide statements, but are
reported as deferred charges and amortized over the life of the debt. 5,121,056

Investment in a joint venture used in governmental activities is not a financial resource
and, therefore, is not reported as an asset in the governmental funds. 10,000,000

Internal service funds are used by management to charge the costs of its self-insurance
programs to individual funds. The assets and liabilities of the internal service funds
are included in governmental activities in the statement of net assets. 3,727,715

Long-term liabilities are not due and payable in the current period and, therefore, are not
reported as liabilities in the governmental funds. Long-term liabilities at year-end

consist of:
Bonds Payable $ 239,851,036
Certificates of Participation Payable 401,146,585
Compensated Absences Payable 54,582,533 (695,580,154)
Total Net Assets - Governmental Activities $ 761,598,140

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida

Statement of Revenues, Expenditures, and Changes in Fund Balances -

Governmental Funds
For the Fiscal Year Ended June 30, 2007

REVENUES
Federal direct
Federal through State
Federal through local
State sources
Local sources
Total revenues
EXPENDITURES
Current:
Instruction
Pupil personnel services
Instructional media services
Instruction and curriculum development services
Instructional staff training services
Instruction related technology
Board of education
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation services
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Debt service:
Principal
Interest and fiscal charges
Capital Outlay:
Facilities acquisition and construction
Other capital outlay
Total expenditures
Excess (deficiency) of revenues over/(under) expenditures
OTHER FINANCING SOURCES (USES)
Certificates of participation issued
Premium on certificates of participation
Proceeds from sale of capital assets
Loss recoveries
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances
Fund balances, July 1, 2006
Fund balances, June 30, 2007

Certificates of Local Capital
Participation - Improvement -
General Debt Capital
Fund Service Fund Projects Fund
$ 293,716 $ - $ -
1,939,206 - -
33,525 - -
231,266,491 - -
223,011,314 2,731,989 76,711,559
456,544,252 2,731,989 76,711,559
301,637,937 - -
21,945,280 - -
7,465,491 - -
8,140,766 - -
3,743,752 - -
3,044,624 - -
442,055 - -
2,350,933 - -
38,333,436 - -
792,268 - 8,643,291
3,035,241 - -
6,306,508 - -
17,602,922 - -
42,556,957 - -
15,346,717 - -
5,786,347 - -
4,604,211 - -
- 7,025,000 -
- 16,670,203 -
111,824 - 19,586,774
490,448 - 10,284,735
483,737,717 23,695,203 38,514,800
(27,193,465) (20,963,214) 38,196,759
352,152 - -
148,513 - 125,378
15,182,899 21,561,259 -
(12,970) - (16,479,091)
15,670,594 21,561,259 (16,353,713)
(11,522,871) 598,045 21,843,046
27,110,223 47,650,931 45,565,875
$ 15,587,352 $ 48,248,976 $ 67,408,921

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

Participation - Tax - Nonmajor Total
Capital Capital Governmental Governmental
Projects Fund Projects Fund Funds Funds
- $ - $ 329,446 $ 623,162
- - 50,229,907 52,169,113
- - - 33,525
- - 28,993,587 260,260,078
8,239,343 39,046,569 25,970,817 375,711,591
8,239,343 39,046,569 105,523,757 688,797,469
- - 17,043,697 318,681,634
- - 3,992,443 25,937,723
- - - 7,465,491
- - 7,335,295 15,476,061
- - 4,991,536 8,735,288
- - - 3,044,624
- - - 442,055
- - 1,281,210 3,632,143
- - 1,664,376 39,997,812
577,680 5,114,360 458,022 15,585,621
- - - 3,035,241
- - 23,161,061 23,161,061
- - 112,383 6,418,891
- - 348,859 17,951,781
- - 3,839 42,560,796
- - - 15,346,717
- - - 5,786,347
- - 776 4,604,987
- - 27,810,000 34,835,000
- - 11,136,015 27,806,218
58,277,436 42,170,931 22,660,231 142,807,196
675,969 3,164,015 821,946 15,437,113
59,531,085 50,449,306 122,821,689 778,749,800
(51,291,742) (11,402,737) (17,297,932) (89,952,331)
97,975,000 - - 97,975,000
3,616,923 - - 3,616,923
- - 2,500 354,652
- - 469 274,360
- - 27,566,743 64,310,901
(1,141,923) (37,480,413) (9,196,504) (64,310,901)
100,450,000 (37,480,413) 18,373,208 102,220,935
49,158,258 (48,883,150) 1,075,276 12,268,604
163,336,205 82,934,160 61,015,947 427,613,341

212,494,463 $ 34,051,010 $ 62,091,223 $ 439,881,945
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District School Board of Volusia County, Florida
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities
For the Fiscal Year Ended June 30, 2007

Net Change in Fund Balances - Total Governmental Funds $ 12,268,604

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

Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense. This is the amount of capital outlays in excess of
depreciation expense in the current period. 121,969,060

Proceeds from the sale of land are included in the governmental funds. However, the cost
of the land sold is removed from capital assets and offset against the sale proceeds in the
government-wide statements. (2,500)

Capital assets donated to the District during the current period increase net assets on the
government-wide statements, but do not provide current financial resources and are not
reported as revenues in the governmental funds. 1,081,340

Long-term debt proceeds provide current financial resources to the governmental funds,
but issuing debt increases long-term liabilities in the statement of net assets. (97,975,000)

Issuance costs for new debt issues are reported as expenditures in governmental funds, but
are deferred and amortized over the life of the debt in the statement of activities. 1,141,923

Repayment of long-term liabilities is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets. 34,835,000

Governmental funds report the effect of issuance costs, premiums, discounts, and similar
items in the year the debt is issued, but these amounts are deferred and amortized over the
life of the debt in the statement of activities. (2,501,881)

Interest on long-term debt is recognized as an expenditure in the governmental funds when
due, but is recognized as interest accrues in the statement of activities. 244,500

Internal service funds are used by management to charge the cost of certain activities,
such as insurance, to individual funds. The change in net assets of internal service funds
is reported with governmental activities. (1,913,313)

In the statement of activities, the cost of compensated absences is measured by the
amounts earned during the year, while in the governmental funds expenditures are
recognized based on the amounts actually paid for compensated absences. This is the
net amount of compensated absences earned in excess of the amount paid in the
current period. (6,680,358)

Change in net assets of governmental activities $ 62,467,375

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual -

For the Fiscal Year Ended June 30, 2007

REVENUES
Federal direct:
Reserve Officers Training Corp (ROTC)
Total Federal direct
Federal through State:
Medicaid
Miscellaneous Federal through State
Total Federal through State
Federal through local:
Miscellaneous Federal through local
Total Federal through local
State sources:
Florida education finance program
Categorical programs
District discretionary lottery funds
CO&DS withheld for administrative expense
Other State sources
Total State sources
Local sources:
Ad valorem taxes
Interest income
Authorized fees
Indirect cost
Other local sources
Total local sources
Total revenues
EXPENDITURES
Current:
Instruction
Pupil personnel services
Instructional media services
Instruction and curriculum development services
Instructional staff training services
Instruction related technology
Board of education
General administration
School administration
Facilities acquisition and construction
Fiscal services
Central services
Pupil transportation services
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Capital Outlay:
Facilities acquisition and construction
Other capital outlay
Total expenditures
Deficiency of revenues over expenditures
OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets
Loss recoveries
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances
Fund balances, July 1, 2006
Fund balances, June 30, 2007

General Fund

Variance with

Final Budget -

Budgeted Amounts Actual Positive

Original Final Amounts (Negative)
$ 190,000 $ 293,716 $ 293,716 $ -
190,000 293,716 293,716 -
924,000 1,906,012 1,906,012 -
- 33,194 33,194 -
924,000 1,939,206 1,939,206 -
- 33,525 33,525 -
- 33,525 33,525 -
156,182,072 152,181,551 148,629,296 (3,552,255)
74,396,826 76,287,419 76,287,419 -
3,089,969 2,547,490 2,547,490 -
37,670 36,726 36,726 -
2,339,919 3,765,560 3,765,560 -
236,046,456 234,818,746 231,266,491 (3,552,255)
207,285,980 210,148,693 210,148,693 -
2,600,000 3,180,676 3,180,676 -
500,000 3,572,047 3,572,047 -
1,660,000 1,648,565 1,648,565 -
395,648 4,461,333 4,461,333 -
212,441,628 223,011,314 223,011,314 -
449,602,084 460,096,507 456,544,252 (3,552,255)
290,277,263 307,683,746 301,637,937 6,045,809
19,781,006 22,144,678 21,945,280 199,398
6,168,729 7,844,401 7,465,491 378,910
6,586,636 8,424,405 8,140,766 283,639
3,759,596 4,558,444 3,743,752 814,692
4,017,391 3,187,237 3,044,624 142,613
419,835 442,895 442,055 840
2,691,630 2,440,905 2,350,933 89,972
38,337,428 39,775,971 38,333,436 1,442,535
1,545,024 1,363,771 792,268 571,503
3,204,037 3,240,844 3,035,241 205,603
7,992,243 6,659,997 6,306,508 353,489
17,545,761 17,818,701 17,602,922 215,779
41,989,756 42,766,807 42,556,957 209,850
18,241,015 15,518,529 15,346,717 171,812
5,066,659 5,855,554 5,786,347 69,207
178,063 5,426,382 4,604,211 822,171
30,145 117,142 111,824 5,318
1,373,495 702,456 490,448 212,008
469,205,712 495,972,865 483,737,717 12,235,148
(19,603,628) (35,876,358) (27,193,465) 8,682,893
- 352,152 352,152 -
- 148,513 148,513 -
14,021,573 15,182,899 15,182,899 -
(13,000) (12,970) (12,970) -
14,008,573 15,670,594 15,670,594 -
(5,595,055) (20,205,764) (11,522,871) 8,682,893
27,110,223 27,110,223 27,110,223 -
$21,515,168 $ 6,904,459 $ 15,587,352 $ 8,682,893

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida
Statement of Net Assets -
Proprietary Funds
June 30, 2007

Governmental
Activities -
Internal Service
Funds
ASSETS
Current assets:
Investments $ 11,684,014
Interest receivable 17,100
Total assets 11,701,114
LIABILITIES
Current liabilities:
Salaries and benefits payable 440
Estimated insurance claims payable 2,631,077
Noncurrent liabilities:
Estimated insurance claims payable 5,341,882
Total liabilities 7,973,399
NET ASSETS
Unrestricted 3,727,715
Total net assets $ 3,727,715

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida
Statement of Revenues, Expenses, and
Changes in Fund Net Assets -
Proprietary Funds
For the Fiscal Year Ended June 30, 2007

Governmental
Activities -
Internal Service
Funds
OPERATING REVENUES
Premium revenue $ 6,575,170
OPERATING EXPENSES
Salaries 138,790
Employee benefits 31,842
Purchased services 6,738,965
Materials and supplies 70,407
Insurance claims 2,373,335
Total operating expenses 9,353,339
Operating loss (2,778,169)
NONOPERATING REVENUES
Federal grants 219,774
Interest 645,082
Total nonoperating revenues 864,856
Change in net assets (1,913,313)
Net assets - July 1, 2006 5,641,028
Net assets - June 30, 2007 $ 3,727,715

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida
Statement of Cash Flows -
Proprietary Funds
For the Fiscal Year Ended June 30, 2007

Governmental
Activities -
Internal Service
Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Board funds $ 6,575,170
Payments to suppliers for goods and services (6,809,373)
Payments to employees (170,699)
Payments for insurance claims (2,155,210)
Net cash used by operating activities (2,560,112)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal grants 219,774
Net cash provided by noncapital financing activities 219,774
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments 1,905,986
Interest income 694,293
Purchase of investments (259,941)
Net cash provided by investing activities 2,340,338
Net increase in cash and cash equivalents -
Cash and cash equivalents - July 1, 2006 -
Cash and cash equivalents - June 30, 2007 $ -

Reconciliation of operating loss to net cash used
by operating activities:
Operating loss $ (2,778,169)

Adjustments to reconcile operating loss to net cash
used by operating activities:
Changes in assets and liabilities:

Decrease in salaries and benefits payable (68)
Increase in estimated insurance claims payable 218,125
Net cash used by operating activities $ (2,560,112)

Noncash investing activities:
Net increase in the fair value of investments $ 14,690

The notes to the basic financial statements are an integral part of this statement.
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District School Board of Volusia County, Florida
Statement of Fiduciary Net Assets -
Fiduciary Funds
June 30, 2007

Private-Purpose

Trust Agency
Funds Funds
ASSETS
Cash $ - $ 2,601,833
Investments 790,848 4,329,676
Total assets 790,848 $ 6,931,509
LIABILITIES
Accounts payable $ - $ 233,913
Deposits held for others - 6,697,596
Total liabilities - $ 6,931,509
NET ASSETS
Assets held in trust for scholarships $ 790,848

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