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INTRODUCTORY SECTION
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one)_},____ approved _ _ disapproved for the year ended June 30, 2012, at a meeting ofthe Board of Trustees of such school
district on the 19th day ofNovember 2012.

~\JJ~

Signature ofBoard

Se~

Signatu

f Board President

If the board of trustees disapproved the auditor's report, the reason(s) for disapproving it is/are: (attach list as necessary)
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Independent Auditor's Report

Board of Trustees
Shennan Independent School District
2701 Loy Lake Road
Shennan, Texas 75090
Members of the Board:
We have audited the accompanying fmancial statements of the governmental activities, each major fund, and the aggregate
remaining fund infonnation ofthe Shennan Independent School District (the "District") as of and for the year ended June 30,
2012, which collectively comprise the District's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the District's management. Our responsibility is to express opinions on these financial
statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to fmancial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perfonn the audit to obtain reasonable assurance about whether
the fmancial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall fmancial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the Sherman
Independent School District as of June 30, 2012, and the respective changes in fmancial position thereof for the year then
ended in confonnity with accounting principles generally accepted in the United States of America.
In accordance with Government Auditing Standards, we have also issued our report dated November 7, 2012, on our
consideration of the District's internal control over financial reporting and on our tests of its compliance with certain
provisions oflaws, regolations, contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over fmancial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit
perfonned in accordance with Government Auditing Standards and should be considered in assessing the results of our audit
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Board of Trustees
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Accounting principles generally accepted in the United States of America require that the Management's Discussion and
Analysis and budgetary comparison information on pages 4 through 9 and 33 be presented to supplement the basic financial
statements. Sucb information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of fmancial reporting for placing the basic fmancial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management ahoutthe methods of preparing the information and comparing the information
for consistency with management's responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit ofthe basic fmancial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
Our audit was conducted for the purpose of forming opinions on the fmancial statements that collectively comprise the
District's financial statements as a whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits ofStates, Local
Governments, and Non-Profit Organizations, and is also not a required part of the fmancial statements. The Texas Education
Agency requires school districts to include certain information in the Annual Financial and Compliance report in conformity
with laws and regulations of the State of Texas. This information is identified in the table of contents as Exhibits J-1, J-2, J-4
and J-5. The schedule of expenditure of federal awards and the TEA-required schedules are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statement themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

(}~, ;;k.,~

¥

t,""f~, t..L..P.

Sherman, Texas
November 7, 2012
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MANAGEMENT'S DISCUSSION AND ANALYSIS
The management of Sherman Independent School District (District) offers this narrative summary and analysis ofthe
District's financial activities for the fiscal year ended June 30,2012. Please read this analysis in conjunction with the
District's financial statements and independent auditor's report, which follow this section.
Financial Highlights
•

•

•

The District's assets exceeded its liabilities by $18,922,697 at June 30,2012. This amount is based on full
accrual accounting, as required by Governmental Accounting Standards Board (GASB) Standard 34. Most
of this amount ($1 1,980,125 or 63%) may be used to meet the District's ongoing obligations.
The District's governmental funds reported combined ending fund balances of$17,253,068 atJune 30,2012,
using the modified accrual basis of accounting. The District has spending discretion over approximately
fifty-six percent (56%) of total fund balances ($9,640,300 of $1 7,253,068), reported as committed and
unassigned.
In the General Fund, the District had unreserved, undesignated fund balance of$9,629,544 at June 30, 2012.
This amount represents twenty-one percent (2 I%) of total general fund expenditures ($45, 764, 128). The
General Fund averaged expenditures of$3 ,8 13,677 per month during the 20 11-12 fiscal year; therefore, this
fund balance ($9,629,544) represents approximately two (2) months of expenditures.

In May 2006, the Texas State Legislature passed legislation known as House Bill One (HB One), relating to public
school fmance, property tax relief, salary increases, school calendar changes, and public school accountability. HB
One required districts to "compress" their local maintenance and operations (M&O) tax rate incrementally over the
2006-07 and 2007-08 school years. In 2006-07, school districts compressed their tax rates to 88.67% of their 2005
tax rate. In 2007-08, districts again compressed their tax rates to 66.67% of their 2005 tax rate. HB One created
additional state revenues (expansion of the business franchise tax) to partially offset the loss oflocal property tax
revenues to school districts.
As a result, the District's property tax rates (per $100 valuation) have gradually decreased during the last six years, as
follows:

Fiscal Year
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13

Maintenance and
Operations
1.04
1.04
1.04
1.04
1.04
1.04

Debt Service
0.33
0.33
0.40
0.40
0.40
0.40

Total Tax Rate
1.37
1.37
1.44
1.44
1.44
1.44

In September 2005, the voters approved a $77 million bond package to construct two new elementary schools;
demolish a rebuild a portion of Washington Elementary; add classrooms at Sherman High, Piner Middle, and
Dillingham Intermediate Schools; add security entrances and cameras to existing campuses; upgrade the fire alarm
systems at every campus; add technology to classrooms at every campus; replace the Center Street practice facility
with a new building near Piner Middle School; construct a new administration building and
maintenance/transportation center; and modernize the buildings at Bearcat Stadium. As of June 30, 2012, the District
had completed all of the scheduled bond projects and expended all of the bond proceeds.
In September 20 I 2, the District received the School FIRST (Financial Integrity Rating System of Texas) Rating for
the 201 0- I I fiscal year. The District received a superior achievement rating for the 2010-I I fiscal year. According to
the Texas Education Agency, the primary goal ofthe School FIRST Rating System is to improve the management of
-4-

school districts' financial resources. The FIRST Rating is similar to academic accountability ratings and is based on
twenty-two indicators and four possible ratings - superior achievement, above standard achievement, standard
achievement, and substandard achievement.
Modest growth continues in Sherman with additional retail stores, restaurants, apartments, and a small number of
houses. The District collects a higher percentage of property taxes from commercial businesses than many school
districts.

Overview of the Financial Statements
This discussion and analysis are intended to serve as an introduction to the District's basic financial statements. The
District's basic financial statements comprise three components: I) government-wide fmancial statements, 2) fund
financial statements, and 3) notes to the fmancial statement. This report also contains other supplementary
information in addition to the basic financial statements themselves.

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 fmancial position of the District is improving or deteriorating.
The statement of activities presents information for all of the current year's revenues and expenses regardless of when
cash is received or paid. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods.
According to the District's government-wide financial statements, the District is principally supported by property
taxes and governmental revenues (governmental activities) as opposed to business-type activities that are intended to
recover all or a significant portion of their costs through user fees and charges. The District has no business-type
activities and no component units for which it is financially accountable. The government-wide fmancial statements
can be found on pages I 0 - II 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, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related requirements. The fund financial
statements provide more detailed information about the District's most significant funds- not the District as a whole.
•
•

Some funds are required by State law and/or bond covenants.
Other funds may be established by the Board to control and manage money for particular purposes or to show
that it is properly using certain taxes or grants.

All of the District's funds can be divided into two categories: governmental and fiduciary.

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 fmancial
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 fmancial
statements. By doing so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures,
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and changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.
The District maintains more than thirty governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances
for the District's two (3) major funds- the General Fund and Debt Service Fund. Data from all other governmental
funds are combined into a single, aggregated presentation. The District adopts an annual appropriated budget for its
general fund, debt service fund and food service fund. A budgetary comparison schedule has been provided to
demonstrate compliance with these budgets on pages 33, 37, and 38 of this report.

Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the
District. 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 District is the trustee, or fiduciary, for those funds
and is responsible for ensuring that the assets reported in these funds are used for their intended purposes. The
fiduciary activities are reported in financial statements on page 16 - 17 of this report.
Notes to the financial statements - The notes provide additional information that is essential to a complete
understanding ofthe data in the government-wide and fund financial statements. The notes to the fmancial statements
can by found on pages 18 - 3 2 of this report.
Other information- In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information that further explains and supports the information in the financial
statements. Required supplementary information can be found on page 33 of this report.
Net Assets
Net assets can measure a government's financial position over time. The District's assets exceeded liabilities by
$18,922,697 as of June 30, 2012, an increase of$2,11 0,575 from the previous year.

(rounded to millions)
Current and other assets
Capital assets
Total assets

Other liabilities
Long-term liabilities
Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total net assets
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2012
$ 23.5
109.8
133.3

2011
$ 22.9
113.5
136.4

4.9
109.5
114.4

5.4
114.2
119.6

3.7
3.2
___!l,Q

1.4
4.4
11.0
$ 16.8

.t.Jll

The District uses capital assets (land, building, furniture, and equipment) to provide services to students;
consequently, these assets are not available for future spending. Other resources, such as future property taxes, will
be needed to repay the District's liabilities since the capital assets cannot be used to liquidate these liabilities. A small
portion of the District's net assets ($3,216,591 or 17%) is subject to external restrictions on how they may be used.
The remaining balance of unrestricted net assets ($11 ,980,125 or 63%) can be used to meet the District's ongoing
obligations. This surplus is not an indication that the District has significant resources available to meet financial
obligations next year, but rather the result of having long-term commitments that are less than currently available
resources.

Governmental Activities- Total net assets increased by $2,110,575 during the 2011-12 fiscal year. The total cost of
all governmental activities was $64,687,963. Our taxpayers paid $32,969,450 or fifty-one percent (51%) of these
activities.
Changes in Net Assets
&oundedtothousand~

Program revenues
Charges for services
Operating grants, contributions
General revenues:
Property taxes
State aid
Investment earnings
Miscellaneous
Total revenues

2012

2011

I, Ill
12,178

$ 1,168
13,889

32,969
20,216
21
304
66,799

32,871
20,055
32
360
68.303

34,348
1,045
639
675
2,997
2,156
614
1,628
3,404
1,500
1,469
6,310
223
2,185
23
4,712
123
637
64,688

35,202
1,069
991
742
3,086
2,256
596
1,581
3,437
1,495
I ,501
6,483
228
2.129
16
4,950
739
595
67,096

2,111
16,812
$ 18,923

1,207
15,605

$

Expenses:
Instruction
Instructional resources and media services
Curriculum and instructional staff development
Instructional leadership
School leadership
Guidance, counseling and evaluation services
Health services
Student (pupil) transportation
Food services
Extracurricular activities
General administration
Plant maintenance and operations
Security and monitoring services
Data processing services
Community services
Debt service-interest and fees
Facilities acquisition and construction
Other intergovernmental charges
Total expenses
Increase in net assets
Beginning net assets
Ending net assets
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~16,812

Financial Analysis of the District's Funds
The District uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements,
bond covenants, and segregation for particular purposes.

Governmental fund- 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 rmancing
requirements. In particular, the amount in unreserved, undesignated fund balance may serve as a useful measure of
the District's net resources available for spending at the end of a fiscal year.
At June 30, 2012, the District's governmental funds reported combined fund balances of$17 ,253,068, an increase of
$1,060,484. Unassigned fund balance represents a large portion of total fund balances ($9,503,713 or 55%) and is
available for future spending or unanticipated events such as state funding uncertainties, increased student enrollment,
wide swings in totaJ property tax values, future salary increases, or unexpected lawsuits. The remainder of fund
balance ($ 7, 749,3 55 or 4 5%) is not available for new spending because it has already been committed for inventory,
debt retirement, food service, outstanding encumbrances, and unspent incentive grants.
The general fund is the primary operating fund of the District. At June 30, 2012, the general fund had unassigned
fund balances of$9,503,713 and total fund balances of$9,629,544. As a measure ofthe general fund's liquidity, it is
useful to compare both fund balance amounts to totaJ fund expenditures ($4 5, 764, 128). Unassigned fund balance and
total fund balance represent twenty percent (20%) and twenty-one percent (21%) oftotaJ general fund expenditures,
respectively. The unassigned fund balance represents approximately two months of annual general fund expenditures.
Total fund balance increased by $1,067,213 in the general fund during the current fiscal year. Key factors related to
this change include:
•

The final budget included revenues of $46,831,341 and expenditures of $45,764,128 a difference of
$1,067,213.

General Fund Budgetary Highlights
Over the course of the year, the District recommended and the Board approved several revisions to budgeted revenue
and appropriations. Budget amendments typically fall into the following categories:
•
•
•

Amendments approved in the new fiscal year for amounts carried over from the budget of the prior fiscal
year;
Amendments in the spring to revise local and state revenue, based on recent information concerning student
attendance, property values, and tax collections; and
Amendments for unexpected events.

The District made significant amendments to budgeted expenditures (increase of$835,000) as follows:
•
•
•
•

Purchase Two School Buses ($195,000).
Utility cost increases ($3 50,000).
Increase in Fuel Cost & Repairs ($175,000).
Increase in Internet & Telecommunications ($115,000).
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Capital Asset and Debt Administration
Capital assets- The District's investment in capital assets for its governmental activities at June 30, 2012, totaled
$109,828,678 (net of accumulated depreciation). This investment in capital assets includes land, construction in
progress, building and improvements, and furniture and equipment. Additional infonnation on the District's capital
assets can be found in Note III, Section Don page 25 of this report. The District had the following capital assets at
June30, 2012 and 2011:
2012
3,439
99,645
6 745
$ 109,829

(rounded to thousands)

$

Land
Buildings and improvements, net
Furniture and equipment, net
Total (historical cost)

2011
3,387
102,407
7,685
$113.479
$

Long-term debt- At June 30, 2012, the District had total bonded debt outstanding of$97,180,54 73, an decrease of
$4,145,716 from the prior year. The District issued all remaining bonds ($22,695,000) in July 2008, as the final part
of the $77,000,000 bond package in 2005. Additional infonnation on the District's long-tenn debt can be found in
Note III, Section F on pages 26-27 of this report. State statutes limit the amount of general obligation debt a
governmental entity may issue to ten percent of its total assessed valuation. The District's total debt represents five
percent of total assessed valuation.
Economic Factors, Next Year's Budgets and Tax Rates
•
•

•
•

•

The unemployment rate for Shennan-Denison was 7.4 percent in June 2012. The current rate is slightly
higher than the overall State of Texas' unemployment rate of7.0 percent
In August 2012, the District locked in an interest rate of .90% on the Series 2008 Variable Rate Bonds. This
interest rate will save the taxpayers approximately $1,277,280 in interest costs when compared to fixed-rate
bonds. The interest rate on these bonds is subject to annual modifications.
The District's combined tax rate was $1.44 per $100 of assessed property value in the 2011-12 fiscal year.
The combined tax rate will remain at $1.44 for next year (2012-13 fiscal year).
The local certified property values at January 1, 2012 are estimated at $2,402,818,924. The District's
property values per student stayed below the threshold ($319,500) for Chapter 41 payments (Robin Hood).
Using the 2011 property value study, the State Comptroller calculated taxable values (after exemptions) of
$2,309,618,851 (T2 value).
The District's student attendance rate in 2010-11 was slightly higher(95.7%) than the previous year (95.5%).

Request for Information
This financial report is designated to provide our citizens, customers, investors and creditors with a general overview
of the District's finances and demonstrate accountability for the District's funds. Questions concerning this report or
requests for additional information should be addressed to the Assistant Superintendent of Finance, P.O. Box 1176,
Shennan, Texas 75091-1176.
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Basic Financial Statements

Sherman Independent School District
Statement of Net Assets
June 30, 2012

Data
Control
Codes
Ill 0
1120
1220
1230
1240
1290
1300
1410
1420
1510
1520
1530
1000
21 10
2140
2150
2160
2300
2501
2502
2000
3200
3820
3850
3900
3000

Exhibit A-1

Governmental
Activities
Assets
Cash and Cash Equivalents
Current Investments
Property Taxes Receivable (Delinquent)
Allowance for Uncollectible Taxes
Due from Other Governments
Other Receivables
Inventories - Supplies and Materials
Deferred Expenditures
Capital Bond Debt Issuance Costs
Capital Assets:
Land
Buildings and hnprovements (Net)
Furniture and Equipment (Net)
Total Assets

3,675,206
10,773,020
2,318,815
(281,344)
6,029,321
37,407
125,83 I
85,876
763,659

$

3,439,169
99,644,772
6,744,737
133,356,469

Liabilities
Accounts Payable
Accrued Interest Payable
Payroll Deduction and Withholdings Payable
Accrued Wages Payable
Deferred Revenues
Long-Term Liabilities:
Due Within One Year
Due in More Than One Year
Total Liabilities
Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted for:
Federal and State Programs
Debt Service
Unrestricted
Total Net Assets

225,892
I ,299,314
574,034
2,494,448
306,428
5,546,064
103,987,592
114,433,772
3,725,981
511,022
2,705,569
11,980,125
$ 18,922,697

The accompanying notes are an integral part of these financial statements.
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Sherman Independent School District
Statement of Activities
Year Ended June 30, 2012

Data
Control
Codes

II
12
13
21
23
31
33
34
35
36
41
51
52
53
61
72
73
81
99

Expenses
Governmental Activities
Instruction
Instructional Resources and Media Services
Curriculum and Instructional Staff Development
Instructional Leadership
School Leadership
Guidance, Counseling and Evaluation Services
Health Services
Student (Pupil) Transportation
Food Services
Extracurricular Activities
General Administration
Plant Maintenance and Operations
Security and Monitoring Services
Data Processing Services
Community Services
Debt Service -Interest on Long-Term Debt
Debt Service - Bond Issuance Costs and Fees
Facilities Acquisition and Construction
Other Intergovernmental Charges
Total Govermnental Activities

$ 34,348,40 I
1,044,718
639,642
675,141
2,996,842
2,156,424
613,763
1,627,872
3,404,096
1,500,164
1,468,625
6,309,936
222,782
2,184,841
22,647
4,566,089
145,589
123,366
637,024
$64,687,962

Exhibit B-1

Pro![am Revenues
Operating
Charges for
Grants and
Services
Contributions
$

175,906

783,541
157,308
2,859

$ 7,023,209
53,263
213,414
175,230
159,905
785,182
31,203
63,748
2,994,155
61,361
84,225
177,167
6, Ill
318,960
22,647

8,000
$ 1,119,614

$12,177,780

Net Revenue
(Expense) and
Changes in
Net Assets

$(27,149,286)
(991,455)
(426,228)
(499,911)
(2,836,937)
(I ,371,242)
(582,560)
(1,564,124)
373,600
(1,281,495)
(1,384,400)
(6,129,910)
(216,671)
(I ,865,881)
(4,566,089)
(145,589)
(115,366)
1637,024)
(51 ,390,568)

Ml

General Revenues
Taxes:
Property Taxes - Levied for General Purposes
Property Taxes - Levied for Debt Service
State Aid and Federal Formula Grants
Investment Earnings
Miscellaneous Local and Intermediate Revenue

23,819,227
9,150,223
20,215,947
12,510
303,236

TR

Total General Revenues and Extraordinary Items

53,501,143

CN

Change in Net Assets

NB

Net Assets - Beginning of Year

NE

Net Assets- End of Year

MT
DT
SF

IE

2,110,575
16,812,122

$ 18,922,697

The accompanying notes are an integral part of these financial statements.
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Sherman Independent School District
Balance Sheet
Governmental Funds
June 30, 2012
Data
Control
Codes

1110
1120
1220
1230
1240
1260
1290
1300
1410
1000

2110
2150
2160
2170
2300
2000

3410
3450
3470
3480
3545
3600
3000

Exhibit C-1

Debt
General
Fund
Assets
Cash and Cash Equivalents
Current Investments
Property Taxes Receivable (Delinquent)
Allowance for Uncollectible Taxes
Due from Other Governments
Due from Other Funds
Other Receivables

$

Inventories
Deferred Expenditures
Total Assets
Liabilities
Accounts Payable
Payroll Deductions and Withholdings
Accrued Wages Payable
Due to Other Funds
Deferred Revenues
Total Liabilities

$

$

Fund Balances
Nonspendable Fund Balances:
Inventories
Restricted Fund Balances:
Federal or State Funds Grant
Capital Acquisition
Retirement of Long-Term Debt
Committed Fund Balance:
Other Committed Fund Balance
Unassigned Fund Balance
Total Fund Balances
Total Liabilities and Fund Balances

Other
Funds

Service

Fund

3,521,313
5,796;274
1,799,744
(216,095)
4,823,783
854,255
37,117
125,831
2,300
16,744,522

$

177,716
543,486
1,900,739
3,062,993
1,430,044
7,114,978

$

$

153,893

Total
Governmental
Funds
$

4,976,746
519,071
(65,249)
1,205,538
1,121,005
290

1,941,988

$

7,372,556

$

2,480,726

$

$

48,176
30,548
593,709
854,255
306,429
1,833,117

$

396,641
396,641

511,022

511,022

6,975,915

6,975,915

136,587
9,503,713
17,253,068

136,587
9,503,713
9,629,544
16,744,522

6,975,915

$

7,372,556

647,609

$

2,480,726

The accompanying notes are an integral part of tbese financial statements.
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225,892
574,034
2,494,448
3,917,248
2,133,114
9,344,736

125,831

125,831

$

3,675,206
10,773,020
2,318,815
(281,344)
6,029,321
3,917,248
37,407
125,831
2,300
26,597,804

$

26,597,804

Sherman Independent School District
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets
June 30, 2012

Total Fund Balances - Governmental Funds

Exhibit C-2

$

17,253,068

Capital assets of $151,249,441, net of accumulated depreciation of $41,420,763, are not fmancial
resources and, therefore, are not reported in governmental funds. See Note liJ D for details.

109,828,678

Long-term liabilities of $109,533,656, including bonds payable, are not due and payable in the
current period and, therefore, are not reported as liabilities in the governmental funds. See Note III F
for details.

(109,533,656)

Various other items are necessary to convert from the modified accrual basis of accounting to the
accrual basis of accounting, including I} deferred revenues of$1,826,686 recognized as revenues; 2)
accrued interest payable of $1,299,314 recognized as a liability; 3) deferred expeoditures (prepaid
insurance) of $83,576 recorded as an asset; and 4) bond issuance costs (net of accumulated
amortization) of $763,659 capitalized as an asset.

I ,374,607

Net Assets of Governmental Activities

$

The accompanying notes are an integral part ofthese financial statements.
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18,922,697

Sherman Independent School District
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds
Year Ended June 30,2012
Data
Control
Codes
5700
5800
5900
5020

Debt
Service
Fund

General
Fund

Revenues
Local and Intermediate Sources
State Program Revenues
Federal Program Revenues
Total Revenues

$ 24,528,836
21,733,488
544,181
46,806,505

$

9,255,217
73,234

Exhibit C-3

Total
Other
Funds
$

9,328,451

Governmental

Funds

1,717,075
635,387
8,474,277
10,826,739

$ 35,501,128
22,442,109
9,018,458
66,961,695

5,570,784
18,605
189,991
146,289
679
705,843
435
522
3,277,416
33,573
23,321
303,402
2,680
291,301
22,647

32,678,907
736,612
639,624
675,I52
2,887,509
2,156,495
613,798
1,599,597
3,278,412
1,35I,l48
1,469,602
5,995,525
222,790
1,261,297
22,647

Expenditures
Current:
0011
0012
0013
0021
0023
0031
0033
0034
0035
0036
0041
0051
0052
0053
0061
0071
0072
0073
0081
0099
6030
1100

7912
7949

Instruction
Instructional Resources and Media Services

27,108,123
718,007
449,633
528,863
2,886,830
1,450,652
613,363
1,599,075
996
1,317,575
1,446,281
5,692,123
220,110
969,996

Curriculum and Instructional Staff Development
Instructional Leadership
School Leadership
Guidance, Counseling and Evaluation Services
Health Services
Student (Pupil) Transportation
Food Services
Extracurricular Activities
General Administration
Plant Maintenance and Operations
Security and Monitoring Services
Data Processing Services
Community Services
Debt Service:
Debt Service- Principal on Long-Term Debt
Debt Service -Interest on Long-Term Debt
Debt Service- Bond Issuance Cost and Fees
Capital Outlay:
Facilities Acquisition and Construction
Intergovernmental:
Other Intergovernmental Charges
Total Expenditures

4,145,716
5,196,399
104,124

4,I45,7I6
5,I96,399
104,124

125,477
637,024
45,764,128

Excess (Deficiency) of Revenues Over
(Under) Expenditures

9,446,239
(117,788)

I,042,377

Other Financing Sources (Uses)
Sale of Real or Personal Property
Other Resources
Total Other Financing Sources (Uses)

253,669

10,7I5,680

637,024
65,926,047

111,059

1,035,648

24,836

24,836

24,836

24,836

1200

Net Change in Fund Balances

1,067,213

0100

Fund Balances -July I (Beginning)

8,562,331

3000

Fund Balances -June 30 (Ending)

$

128,192

9,629,544

(117,788)
7,093,703
$

6,975,9I5

$

111,059

1,060,484

536,550

16,192,584

647,609

$ I7,253,068

The accompanying notes are an integral part of these financial statements.
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Sherman Independent School District
Exhibit C-4
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balances to the Statement of Activities
Year Ended June 30, 2012

Total Net Change in Fund Balances- Governmental Funds

$

1,060,484

Current year capital outlays are expenditures in the fund financial statements, but they are shown as
increases in capital assets in the government-wide financial statements. See Note Ill D for details.

571,611

Proceeds from the sale of capital assets in the current year are reported as an other financing source
in the fund financial statements, but are reported at the amount of the gain (proceeds less basis in
property sold) in the government-wide financial statements.

(168,425)

Depreciation is not recognized as an expense in governmental funds since it does not require the use
of current financial resources.

(4,054,323)

Expenses related to the issuance of bonds payable (issuance costs, premiums and discounts) are
reported as expenditures or other financing sources and uses in the governmental funds financial

statements in the year the bonds are issued but are capitalized and amortized over future years in the
government-wide financial statements.

20,845

Long-term debt principal payments are expenditures in the fund financial statements, but they are
shown as reductions in long-term debt in the government-wide financial statements. See Note III F
for details.

4,145,716

Interest accreted on the District's capital appreciation bonds (net of amounts paid) is not recognized
as an expense in governmental funds since it does not require the use of current financial resources.

518,107

Various other items are necessary to convert from the modified accrual basis of accounting to the

accrual basis of accounting, including changes in: I) deferred revenue (property taxes) of$(19,569);
2) accrued interest payable of$49,893; 3) deferred expenditures (prepaid insurance) of$463; and 4)
accrued compensated absences of$(14,227).
Change in Net Assets of Governmental Activities

The accompanying notes are an integral part ofthese financial statements.
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16,560
$

2,110,575

Sherman Independent School District
Statement of Net Assets
Fiduciary Funds
June 30, 2012

Exhibit E-1

Private Purpose
Trust Funds

Assels
Cash and Cash Equivalents
Current Investments
Total Assets

$
$

Liabilities
Due to Student Groups
Total Liabilities

35,528
35,528

$

Net Assels
Restricted for Scholarships
Total Net Assets

$

35,528
35,528

The accompanying notes are an integral part of these financial statements.
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Agency
Funds

$

104,565

$

I 04,565

$
$

104,565
104,565

Sherman Independent School District
Statement of Changes in Net Assets
Fiduciary Funds
Year Ended June 30,2012

Exhibit E-2

Private Purpose
Trust Funds

Additions
Local and Intermediate Source
Total Additions

$

166
166

Deductions
Other Operating Costs
Total Deductions

800
800

Change in Net Assets

(634)
36,162

Total Net Assets- July I (Beginning)
Total Net Assets- June 30 (Ending)

$

The accompanying notes are an integral part of these financial statements.
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35,528

Sherman Independent School District
Notes to Financial Statements
June 30, 2012
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Shennan Independent School District (the "District") is a public educational agency operating under the applicable laws and
regulations of the State of Texas. It is governed by a seven-member Board of Trustees (the "Board") elected by registered voters
of the District. The District prepares its basic financial statements in conformity with United States generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board (GASB) and other authoritative sources identified in
Statement ofAuditing Standards No. 69 of the American Institute of Certified Public Accountants and complies with the Texas
Education Agency's Financial Accountability System Resource Guide (the "Resource Guide") and the requirements of contracts
and grants of agencies from which it receives funds.

A. Reporting Entity
The Board has governance responsibility over all activity related to public elementary and secondary education within the
jurisdiction of the District. The Board is elected by the public and it has the authority to make decisions, appoint administrators
and managers, and significantly influence operations. It also has the primary accountability for fiscal matters. Therefore, the
District is a fmancial reporting entity as defined GASB in its Statement No. 14, The Financial Reporting Entity, as amended by
GASB 39 Determining Whether Certain Organizations are Component Units. There are no component units that are material to
the District and none are included in the financial statements.
B. Government-Wide and Fund Financial Statements
The Statement ofNet Assets and the Statement of Activities are government-wide financial statements. They report information on
all of the nonfiduciary activities of the District with most of the interfund activities removed. Governmental activities include
programs supported primarily by taxes, State foundation funds, grants and other intergovernmental revenues. Business-type
activities include operations that rely to a significant extent on fees and charges for support; the District has no business-type

activities.
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. Direct expenses are those that are clearly identifiable with a specific function. Program
revenues include I) charges to parties that purchase, use or directly benefit from goods, services or privileges provided by a given
function or segment of the District and 2) grants and contributions paid by organizations outside the District that are restricted to
meeting operational or capital requirements of a particular function. Taxes and other items not properly included among program
revenues are reported instead as general revenues.
lnterfund activity results from services provided, reimbursements or transfers between funds. Services provided, deemed to be at

market or near market rates, are treated as revenues and expenditures or expenses. Reimbursements occur when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions are
treated as transfers. Transfers In and Transfers Out, as well as interfund receivables and payables, are eliminated in the
presentation of the government-wide financial statements.
The fund financial statements provide reports on the financial condition and results of operations for two fund categories governmental and fiduciary. Since the resources in the fiduciary funds cannot be used for District operations, they are not included
in the government-wide statements. The emphasis of fund financial statements is on major governmental funds, each displayed in
a separate column. All remaining governmental funds are aggregated and reported as nonmajor funds.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide fmancial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of the 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.
C.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis ofaccounting. With this measurement focus, only current assets, current liabilities and fund balances are included
on the balance sheet. Operating statements of these funds present net increases and decreases in current assets (i.e., revenues and
other financing sources and expenditures and other financing uses).
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Sherman Independent School District
Notes to Financial Statements
June 30, 2012

I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (continued)
The modified accrual basis of accounting recognizes revenues in the accounting period in which they become 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 District considers revenues to be available ifthey are collected within 60
days of the end of the current fiscal period Expenditures generally are recorded in the accounting period in which the fund
liability is incurred, as under the accrual basis of accounting. However, debt service expenditures, as well as expenditures related
to compensated absences and claims and judgments, are recorded when the obligations are expected to be liquidated with available
expendable resources.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues received from the State 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.
Grant funds are considered earned to the extent of the expenditures made under the provisions of the grant. Accordingly, when
such funds are received, they are recorded as deferred revenues until the related and authorized expenditures have been made. If
balances have not been expended by the end of the project period, grantors sometimes require the District to refund all or part of
the unused amount.
Fiduciary Funds financial statements are reported on a flow ofeconomic resources measurement focus and the accrual basis of
accounting. With this measurement focus, all assets and all liabilities associated with the operation of these funds are included on
the fund Statement of Net Assets. The total net assets is segregated into: I) invested in capital assets net of related debt, 2)
restricted net assets, and 3) unrestricted net assets. This basis of accounting recognizes revenues in the accounting period in which
they are earned and become measurable and expenses in the accounting period in which they are incurred and become measurable.
The District applies all GASB pronouncements as well as the Financial Accounting Standards Board pronouncements issued on or
before November 30, I 989, unless these pronouncements conflict or contradict GASB pronouncements.
D. Fund Accounting
The District's accounts are organized on the basis of funds, each of which is considered to be a separate accounting entity. The
operations of each fund are accounted for by providing a separate set of self-balancing accounts which are comprised of each funds
assets, liabilities, equity, revenues, and expenditures or expenses. The District reports the following major governmental funds:
General Fund- This is the District's primary operating fund. It accounts for all financial resources of the District
except those required to be accounted for in another fund. Major revenue sources include property taxes, state funding
under the Foundation School Program and interest earnings. Expenditures include all costs associated with the daily
operations ofthe District except for specific programs funded by the federal or state government, food service, debt
service and capital projects.
Debt Service Fund- This fund accounts for resources accumulated and payments made for principal and interest on
long-term general obligation debt of governmental funds.
Additionally, the District reports the following nonmajor fund types:
Governmental Funds:
Soecial Revenue Funds- These funds account for resources restricted to, or designated for, specific purposes by the
District or a grantor. Most Federal and some State financial assistance is accounted for in special revenue funds and
sometimes unused balances must be returned to the grantor at the close of specified project periods.
Capital Projects Fund- This fund accounts for the proceeds oflong-terrn debt financing and revenues and expenditures
related to authorized construction and other capital acquisitions. This fund was closed during the year ended June 30,
2012.
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Sherman Independent School District
Notes to Financial Statements
June 30, 2012
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Fund Accounting (contin ned)
The District reports the following fiduciary funds:
Private Puwose Trust Fund- The District accounts for donations for which the donor has stipulated that the principal
will remain intact and the income may be used for purposes that benefit parties outside the District.
Agency Fund This fund accounts for resources held in a custodial capacity by the District and consists of funds that
are the property of student groups.
Assets, Liabilities and Net Assets I Equity
1. Deposits and Investments
The District utilizes a pooled cash system that is available to all funds but is recorded in the General Fund. The balance of the
pooled cash applicable to other funds is reflected as an interfund receivable or payable, as appropriate, in that fund. There are
separate cash accounts for the interest and sinking and capital projects funds, which are held exclusively for those funds and are so
presented.
E.

The District's investments are reported at fair value in accordance with GASB Statement No. 31, Accounting and Financial
Reportingfor Certain Investments andfor External Investment Pools. Fair value is the amount at which a financial instrument
could be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The market value of
pooled investments is based upon information provided by the plan sponsor.
2.
Property Taxes
Property taxes are levied by October I on the assessed value listed as of the prior January I 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 I of the year following the year in which imposed. On January 31 of each year, a
tax lien attaches to property to secure the payment of all taxes, penalties, and interest ultimately imposed. Property tax revenues
are considered available when they become due or past due and receivable within the current period and those expected to be
collected during a 60 day period after the close of the District's fiscal year.
Tax collections are allocated between the general fund and debt service fund based on the tax rate approved by the Board of
Trustees. For the current fiscal year, the tax rates to finance general fund operations and the payments of principal and interest on
general obligation long-term debt were $1.04 and $0.40 per $100 valuation, respectively, for a total of$1.44 per $100 valuation.
Allowances for uncollectibles within the General and Debt Service Funds are based upon historical experience in collecting
property 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.
Inventory
3.
The District reports inventories of supplies, including custodial, instructional, office and paper. Supplies are recorded as
expenditures when they are consumed. The inventory items are valued at cost, which approximates market The District records a
reservation of fund balance for the value of inventories at year-end.
4.
Capital Assets
Capital assets, which include land, buildings, furniture, vehicles, and equipment, are reported in the governmental activities
column in the government-wide financial statements. Capital assets are defined by the District as assets with an initiaL individual
cost of more than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fuir market value at the date
of donation. The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives
are not capitalized. When assets are retired or otherwise disposed of, the related costs or other recorded amounts are removed.
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Sherman Independent School District
Notes to Financial Statements
June 30, 2012

I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Assets, Liabilities and Net Assets I Equity (continued)
4.
Capital Assets (continued)
Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Asset Class
Buildings and Improvements
Vehicles
Equipment

Estimated
Useful Lives
15- 50
7. 12
5- 12

Vacation and Sick Leave
5.
Vacations are to be taken within the same year they are earned, and any unused days at the end of the year are forfeited. Therefore,
no liability has been accrued in the accompanying basic financial statements. Employees of the District are entitled to sick leave
based on category I class of employment. Sick leave is allowed to be accumulated but does not vest. See Note III, Section H.
Long-Term Liabilities
6.
In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the
statement of net assets. Bond discounts, premiums and issuance costs are deferred and amortized over the life of the bonds using
the straight-line method, which is not significantly different from the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt.
In the fund financial statements, long-term liabilities are not recorded in the governmental funds as the payment of the obligations
will not be made by current financial resources. Governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of the debt is reported as other fmancing sources. Premiums on
debt issuances are reported as other fmancing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.
7.
Fund Equity
The District follows GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, which provides
more clearly defined fund balance categories to make the nature and extent of the constraints placed on a government's fund
balances more transparent. The following classifications describe the relative strength of the spending constraints:
Nonspendable fund balance- amounts that are not in spendable form (such as inventory) or are required to be maintained
intact.
Restricted fund balance amounts constrained to specific purposes by their providers (such as grantors, bondholders, and
higher levels of government), through constitutional provisions, or by enabling legislation.
Committed fund balance- amounts constrained to specific purposes by the District itself, using its highest level of decisionmaking authority (i.e., Board of Trustees). To be reported as committed, amounts cannot be used for any other purpose
unless the District takes the same highest level action to remove or change the constraint.
Assigned fund balance- amounts the District intends to use for a specific purpose. Intent can be expressed by the Board of
Trustees or by an official or body to which the Board of Trustees delegates the authority.
Unassigned fund balance- amounts that are available for any purpose. Positive amounts are reported only in the General
Fund.
The District would typically use Restricted fund balances first, followed by Committed resources, and then Assigned resources, as
appropriate opportunities arise, but reserves the right to selectively spend Unassigned resources frrst to defer the use ofthese other
classified funds.
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Notes to Financial Statements
June 30, 2012

I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Assets, Liabilities and Net Assets I Equity (continued)
8. Estimates
The preparation of financial statements in accordance with generally accepted accounting principles requires the use of estimates
by management.
9. Restricted Resources
When the District incurs an expense for which it may use either restricted or unrestricted assets, it uses the restricted assets first
unless unrestricted assets will have to be returned because they were not used.
10. Data Control Codes
The Data Control Codes refer to the account code structure prescribed by TEA in the Financial Accountability System Resource
Guide. TEA requires school districts to display these codes in the fmancial statements filed with the Agency in order to insure
accuracy in building a statewide database for policy development and funding plans.
II.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Data
The Board adopts an "appropriated budget" for the General Fund, Debt Service Fund and the Child Nutrition Program (a special
revenue fund). The District is required to present the adopted and fmal amended budgeted revenues and expenditures for each of
these funds. The District compares the fmal amended budget to actual revenues and expenditures. The General Fund budget
report appears in Exhibit G-1 and the other two reports are in Exhibit J-4 and J-5.
The following procedures are followed in establishing the budgetary data reflected in the fmancial statements:
I. Prior to June 20, the District prepares a budget for the next succeeding fiscal year beginning July I. The operating
budget includes proposed expenditures and the means offmancing them.
2. A meeting of the Board is called for the purpose of adopting the proposed budget. Atleast ten days public notice of the
meeting must be given.
3. Prior to July I, the budget is legally enacted through passage of a resolution by the Board. Once a budget is approved, it
can only be amended at the function and fund level by approval of a majority of the members ofthe Board. Amendments
are presented to the Board at its regular meetings. As required by law, such amendments are made before the fact, are
reflected in the official minutes of the Board, and are not made after the fiscal year end. Several amendments were
approved during the year; however, none were significant.
4. Each budget is monitored at the revenue and expenditure function level. Budgeted amounts are amended as needed by
the Board. All budget appropriations lapse at year-end.
B. Excess of Expenditures over Appropriations
None of the District's funds have expenditures that exceeded their budgeted appropriations during the year ended June 30, 2012.
C. Deficit Fund Equity
None of the District's funds have deficit fund equity as of June 30,2012.
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Sherman Independent School District
Notes to Financial Statements
June 30, 2012
UI. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments
The Public Funds Investment Act (Government Code Chapter 2256) 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: (I) 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 (I) 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
prescribed by the Act. The District is in substantial compliance with the requirements ofthe Act and with local policies.
In compliance with the Public Funds Investment Act, the District has adopted a deposit and investment policy. That policy
addresses the following risks:
a.

Custodial credit risk for deposits is the risk that in the event of a bank failure, the District's deposits may not be
returned or the District will not be able to recover collateral securities in the possession of an outside party. The
District's policy requires deposits to be 100% secured by collateral valued at market less the amount of the Federal
Deposit Insurance Corporation (FDIC) insurance. As of June 30, 2012, the District's deposits are not exposed
custodial credit risk.

b.

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the District will not
be able to recover the value ofits investments or collateral securities that are in the possession of an outside party. The
District's policy provides that investment collateral is held by a third-party custodian with whom the District has a
current custodial agreement in the District's name. As of June 30,2012, the District's investments are not exposed to
custodial credit risk.

c.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
Investments held for longer periods are subjectto increased risk of adverse interest rate changes. The District's policy
provides that to the extent practicable, investments are matched with anticipated cash flows. As of June 30, 2012, the
District's investments are not subject to interest rate risk.

d.

Concentration ofcredit risk is the risk ofloss attributed to the magnitude of the District's investments in a single issuer.
Cumulatively, no more than 5% of the total District portfolio may be placed with any single financial institution or
issuer. This risk does not apply to U.S. Government securities or investments in an external investment pool. As of
June 30, 2012, the District's investments are not subject to concentration of credit risk.

The District's investments at June 30, 2012 are shown below:

Name
Pooled Investments:
Texpool
Lone Star Investment Pool
TexSTAR
LOGIC
Total Investments

Fair Value

Cost
$

3,519,247
7,253,294
268
5
$ 10,772,814
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$

3,518,720
7,254,027
268
5
$ 10,773,020

Credit
Ratinr,

Maturity

AAAm
AAAm
AAAm
AAA

<
<
<
<

I Year
1 Year
1 Year
1 Year

Sherman Independent School District
Notes to Financial Statements
June 30, 2012

III. DETAILED NOTES ON ALL FUNDS (continued)
B. Receivables
Receivables as of June 30, 2012 for the District's individual major funds and nonmajor governmental funds in the aggregate,
including the applicable provisions for uncollectible accounts, are as follows:

Taxes
Due from Other Governments
Other Receivables
Total Receivables
Allowance for Uncollectible Accounts
Net Receivables

Governmental Funds
Major Funds
General
Fund
Debt Service
Other Funds
$ 1,799,744
$ 519,071
$
4,823,783
1,205,538
37,117
290
6,660,644
519,071
I ,205,828
(216,095)
(65,249)
$ 6,444,549
$ 453,822
$ I ,205,828

$

$

Total
2,318,815
6,029,321
37,407
8,385,543
(281,344)
8,104,199

The District participates in a variety of Federal and State programs from which it receives grants to partially or fully finance
certain activities. In addition, the District receives entitlements from the State through the School Foundation and Per Capita
programs. Amounts due from Federal, State and other governments as of June 30,2012 are summarized below. Most federal
grants are passed through the Texas Education Agency.

Fund
General Fund
Special Revenue Funds
Total

Federal
Grants

State
Entitlements
$ 4,746,738

$

$ 4,746,738

1,087,461
$ I ,087,461

State
Grants

$
$

$
53,169
53,169

$

Other
77,045
64,908
141,953

Total
$ 4,823,783
I ,205,538
$ 6,029,321

C. Interfund Receivables, Payables and Transfers
Interfund balances at June 30, 2012 consisted of the following individual fund receivables and payables:

Receivable Fund
General Fund
General Fund
Special Revenue Funds (various)
Debt Service Fund

Payable Fund
Special Revenue Funds (various)
Special Revenue Funds (various)
General Fund
General Fund

Amount
836,048
18,207
1,121,005
1,941,988
$ 3,917,248

$

Purpose
Pooled Cash Overdraft
Miscellaneous
Pooled Cash Allocations
Temporary Loan

All of the above balances are expected to be repaid within one year.
lnterfund transfers are defined as "flows of assets without equivalent flows of assets in returo and without a requirement for
repayment." The District did not make any interfund transfers during the year ended June 30, 2012.
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III. DETAILED NOTES ON ALL FUNDS (continued)

D. Capital Assets
Capital asset activity for the governmental activities for the year ended June 30, 2012 was as follows:

Depreciation expense of the governmental activities was charged to functions I programs as follows:
Instruction
Instructional Resources and Media Services
School Leadership
Student (Pupil) Transportation
Food Services
Extracurricular Activities
Plant Maintenance and Operations
Data Processing Services
Total Depreciation Expense

E.

$ 1,670,381
308,128
109,467
218,933
125,684
150,010
409,487
1,062,233
$ 4,054,323

Deferred Revenue

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. Governmental funds also defer revenue recognition in connection with resources that
have been received but not yet earned. At June 30, 2012, the various components of deferred revenue and unearned revenue
reported in the governmental funds were as follows:

Delinquent Property Taxes (General Fund)
Delinquent Property Taxes (Debt Service Fund)
Other Revenues (Various Funds)
Total
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Unavailable
$ 1,430,044
396,641

$

$ 1,826,685

$

Unearned

306,429
306,429

Total
$ 1,430,044
396,641
306,429
$ 2,133,114

Sherman Independent School District
Notes to Financial Statements
June 30, 2012
III. DETAILED NOTES ON ALL FUNDS (continued)
F. Long-Term Obligations
The following schedule indicates the changes in long-term debt during the year ended June 30, 2012:
Balance
July I, 20I I
Bonds Payable
Carrying Value
Unamortized Premium
(Discount)
Deferred Bonds Payable
Total Bonds Payable
Accreted Interest Payable
Vested Sick Leave Benefits
Totals

Additions

$ 101,326,263

$

1,968,017
(278,110)
103,016,170
11,180,334
49,058
$ 114,245,562

$

1,126,177
I4,227
1,140,404

Retirements

Balance
June 30, 20I2

Due Within
One Year

$ 4,145,716

$ 97,180,547

$ 3,941,755

1,876,143
(248,546)
98,808,144
10,662,227
63,285
$ 109,533,656

91,874
(29,564)
4,004,065
1,478,714
63,285
$ 5,546,064

91,874
!29,564)
4,208,026
1,644,284

$ 5,852,310

Current requirements for principal and interest expenditures (bonds payable and accreted interest payable) are accounted for in the
Debt Service Fund. Liquidations of vested sick leave benefits are accounted for in the General Fund.

1. Bonds Payable
The following is a summary of the District's bonds outstanding as of June 30,2012:

Issued

Retired

Amounts
Outstanding
June 30,2012

--

$ 400,433

$ 3,079,829

613,170

1,115,105

Amounts

Amounts

Maturit~

Original
Issue

Outstanding
Jul~ I, 2011

5.75 - 7.90"/o

2022

$24,395,012

$ 3,480,262

Refunding Bonds, Series 1996

3.25- 5%

2015

19,978,116

1,728,275

Refunding Bonds, Series 1998

3.8-5%

2025

11,696,357

2,956,357

Refunding Bonds, Series 2004

1.45-4.7%

2025

3,226,680

2,435,000

150,000

2,285,000

School Building and Refunding
Bonds, Series 2006A

4-5%

2033

67,705,994

65,!26,369

1,122,113

64,004,256

Refunding Bonds, Series 2007

4%

2020

4,861,632

3,755,000

360,000

3,395,000

Variable

2037

22,695,000

21,845,000

1,500,000

20,345,000

$4,145,716

$97,180,547

Interest
Rates

School Building and Refunding
Bonds, Series 1995A

Issue

School Building Bonds, Series 2008

Final

Total Bonds Payable

$101,326,263

$

2,956,357

$

--

2. Deferred Bonds Payable
In a prior year, the District defeased certain bonds by placing the proceeds of new bonds in an irrevocable trust to provide for all
future debt service payments on the old bonds. Accordingly, the assets of the trust account and liabilities for the defeased bonds
are not included in the District's financial statements. In accordance with GASB Statement No. 23, Accounting and Financial
Reporting/or Refundings ofDebt by Proprietary Activities, the difference between the book value ofthe old debt and the amount
required to retire the debt is deferred and will be amortized over the original life of the old bonds or the life of the new bonds,

whichever is less.
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F.
3.

Long-Term Obligations (continued)
Accreted Interest Payable

The Premium Capital Appreciation Bonds (Series 1995A, 1996, 1998, 2006A and 2007) discussed on the previous pages are zerocoupon bo~~ with d~ep discounts. The difference between the initial price of the bonds and their maturity value represents
mterest. Th1s mterest 1s accreted over the term of the bonds and is recorded as a liability in the District's fmancial statements. The
following schedule summarizes the changes in accreted interest payable during the year ended June 30, 2012.

Accreted Interest Payable

Balance
June 30, 20I I
$ 11,180,334

Additions

Retired

$ 1,126,177

$ 1,644,284

Balance
June 30, 2012
$ 10,662,227

Accreted interest payable of$I,644,284 was paid by the Debt Service Fund during the year ended June 30, 2012.

4.

Vested Sick-Leave Benefits

This calculation is discussed in Note III, Section H.

G.

Debt Service Requirements

Debt service requirements are as follows:
Year Ended June 30,
2013
2014
2015
2016
20I7
2018-2022
2023-2027
2028-2032
2033-2037
Totals

Principal
2,631,755
2,625,745
3,678,763
3,920,541
4,067,657
19,577,232
21,188,854
25,700,000
13,790,000
$ 97,180,547

$

Interest
5,192,060
5,221,271
4,133,982
3,998,833
3,849,662
20,138,974
14,383,096
4,152,540
247,604
$ 61,3 I8,022

$

Total
$ 7,823,815
7,847,016
7,812,745
7,919,374
7,917,319
39,716,206
35,571,950
29,852,540
14,037,604
$158,498,569

In August 20 II, the Board ofTrustees authorized a partial redemption of its Variable Rate Unlimited Tax School Building Bonds,
Series 2008 in the amount of$1,310,000. This payment will be made with the scheduled August I, 2012 payment. This amount
has been included with the current portion (due within one year) of bonds payable.

I.

Variable Rate Terms

Interest requirements for variable rate debt (Series 2008) are calculated using the interest rate effective at the end ofthe reporting
year. These bonds bore an initial rate of3.125% through July 31, 2009. After that date, the interest rate is recalculated annually by
the remarketing agent for a one-year term period. As ofJune 30, 2012, these bonds bear interest at the rate of0.65%; this rate will
be in effect until July 31, 20 12.
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III. DETAILED NOTES ON ALL FUNDS (continued)
H. Accumulated Unpaid Vacation and Sick-Leave Benefits
Employment contracts specifY the days to be worked for all District employees except for mechanics, maintenance and custodial
employees. Annual compensation is deemed to be directly attributable to the days specified in the contract. Mechanics,
maintenance and custodial employees all begin their vacation on July I of each year. If employed on or before November 30 of
the previous year, the employees are entitled to two weeks of vacation, or one week of vacation if employed between November 30
and February 28. As of June 30, 2012, the accumulated unpaid vacation leave of the District is considered to be immaterial.
Teachers and administrators of the District armually accrue five days of sick-leave benefits provided by the State and I 0 days
provided by the District. Accumulation and carryover is unlimited by the State but limited to I 00 days by the District. Available
State days are utilized first. At retirement, State-mandated days lapse while unused District days become 25% vested and payable
at the most recent rate of pay.
Clerical, secretarial and aide employees annually accrue I 0 days of sick-leave benefits provided by the District. Accumulation and
carryover is limited to 50 days that, upon retirement, become 25% vested and payable at the most recent rate of pay.
Hourly employees consist of mechanics, maintenance, custodial and food-service employees along with bus drivers. With the
exception of food-service employees, all full-time employees accrue armually 78 hours of sick-leave benefits while part-time
employees accrue 39 hours. Full-time employees may accumulate and carryover 400 hours, and part-time employees may
accumulate and carryover 200 hours. Food-service employees are divided into three categories based on the number of hours
worked per day. Annual accruals are 42 hours for employees who work five or more hours per day, 21 hours for employees who
work three to four hours daily and I 0 1/2 hours for employees who work two hours per day. Accumulation and carryover of sickleave hours are 250, 125 and 52 1/2, respectively, for the food-service employees. At retirement, all hourly employees become
25% vested in their unused sick leave, which is payable at the most recent rate of pay.
At June 30, 2012, the District estimates that sick-leave benefits of $63,285 will be paid to retiring employees during the year
ending June 30, 2013. This amount has been recorded as a liability in the District's financial statements.

I.
Fund Balances- Governmental Funds
As of June 30,2012, fund balances of the District's governmental funds are composed of the following:
Special
Revenue
Funds

General
Fund
Nonspendable:
Inventories
Restricted:
Federal or State Grants
Retirement of Long-Term Debt
Committed:
Campus Activities I Programs
Unassigned
Total

$

125,831

$

Debt
Service
Fund

$

$
511,022
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$ 647,609

125,831

6,975,915

511,022
6,975,915

$6,975,915

136,587
9,503,713
$ 17,253,068

136,587
9,503,713
$ 9,629,544

Total

Sherman Independent School District
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III. DETAILED NOTES ON ALL FUNDS (continued)

J.
Revenue from Local and Intermediate Sources
During the year ended June 30, 2012, revenues from local and intermediate sources consisted of the following:

Property Taxes
Penalties, Interest and Other
Tax-Related Income
Investment Income
Food Sales
Co-curricular Student Activities
Gifts and Bequests
Other
Total

General
Fund
$ 23,821,041
227,030
24,048,071
8,053

Special
Revenue
Funds
$

138
783,790

Debt
Service
Fund
$ 9,167,978
82,808
9,250,786
4,431

$

$ 9,255,217

$

Capital
Projects
Fund

26

157,308
315,404
$ 24,528,836

172,796
760,325
$ 1,717,049

26

Total
$ 32,989,0 I 9
309,838
33,298,857
I2,648
783,790
157,308
172,796
1,075,729
$ 35,501,128

K. Nonmonetary Transactions
During the year ended June 30, 2012, the District received $158,488 of food commodities from the U. S. Department of
Agriculture. The value, which approximates fair market value, of these commodities was determined by the federal government's
distribution center.

IV. OTHER INFORMATION
A. Risk Management
The District is exposed to various risks ofloss related to torts; theft of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. Except as discussed below, the District carties insurance for all risk management
issues. The District participates in public entity risk pools when the pool is cost effective and the District does not retain a risk in
excess of a normal deductible. The District has followed GASB Statement Number I 0, Accounting and Financial Reportingfor
Risk Financing and Related Insurance Issues. There were no significant reductions in coverage in the past fiscal year, and there
were no settlements exceeding insurance coverages for each of the past three fiscal years.
l.
Health Insurance
Employees of the District were covered by the Active Care programs offered by the Teacher Retirement System of Texas (TRS)
through Blue Cross Blue Shield of Texas. The District paid premiums of$250 per employee to the Plan and employees, at their
option, authorized payroll withholdings to pay premiums for dependents. All premiums were paid to TRS.

2. Unemployment Compensation Pool
During the year ended June 30, 2012, the District provided unemployment compensation coverage to its employees through
participation in the TASB Risk Management Fund (the Fund). The Fund was created and is operated under the provisions of the
Interlocal Cooperation Act, Chapter 791 of the Texas Government Code. The Fund's Unemployment Compensation Program is
authorized by Section 22.005 of the Texas Education Code and Chapter 172 of the Texas Local Government Code. All members
participating in the Fund execute Interlocal Agreements that defme the responsibilities of the parties.
The Fund meets its quarterly obligation to the Texas Workforce Commission. Expenses are accrued monthly until the quarterly
payment has been made. Expenses can be reasonably estimated; therefore, there is no need for specific or aggregate stop loss
coverage for the Unemployment Compensation pool.
The Fund engages the services of an independent auditor to conduct a financial audit after the close of each plan year (August 31 ).
The audit is accepted by the Fund's Board of Trustees in February of the following year. The Fund's audited financial statements as
of August 31, 2011, are available at the TASB offices and have been filed with the Texas Department oflnsurance in Austin.
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IV.

OTHER INFORMATION (continued)

A. Risk Management (continued)
3.
Workers' Compensation Insurance
Employees of the District will be covered by a fully insured policy through Claims Administrative Services, Inc.
B. Defined Benefit Pension Plan
I.
Plan Description
The District and its employees contribute to the Teacher Retirements System of Texas (TRS), a public employee retirement
system. It is a cost-sharing, multiple-employer defmed benefit pension plan. TRS administers retirement and disability annuities,
and death and survivor benefits to employees and beneficiaries of the public school systems of Texas. TRS operates primarily
under provisions of the Texas Constitution, Article XVI, Section 67, and Texas Government Code, Title 8, Subtitle C. TRS also
administers proportional retirement benefits and service credit transfer under Texas Government Code, Title 8, Chapters 803 and
805, respectively. The Texas state legislature has the authority to establish and amend benefit provisions and may, under certain
circumstances, grant special authority to the TRS Board ofTrustees. TRS issues a publicly available fmancial report that includes
financial statements and required supplementary information for the defined benefit pension plan. That report may be obtained by
downloading the report from the TRS Internet website, www.trs.state.tx.us, under the TRS Publications heading, by calling the
TRS Communications Department at 1-800-223-8778, or by writing to the TRS Communications Department, I 000 Red River
Street, Austin, Texas 78701.

2.
Funding Policy
Contribution requirements are not actuarially determined but are established and amended pursuant to the following state funding
policy:(!) the state constitution requires the legislature to establish a member contribution rate of not less than 6.0% of the
member's annual compensation and a state contribution rate of not less than 6.0% and not more than I 0% ofthe aggregate annual
compensation of all members of the system during the fiscal year; and (2) state statute prohibits benefit improvements if, as a result
of a particular action, the time required to amortize TRS's unfunded actuarial liabilities would be increased to a period that
exceeds 3 I years, or, if the amortization period already exceeds 31 years, the period would be increased by such action. State law
provides for a member contribution rate of6.4% fiscal years 2012,2011 and 2010 and a state contribution rate of6% for fiscal
year 2012 and 6.644% for fiscal years 20 II and 2010. In certain instances the District is required to make all or a portion of the

state's contribution.
State contributions to TRS made on behalf of the District's employees for the years ended June 30, 2012, 2011 and 2010 were
$1,646,309, $!,945,235 and $1,898,900, respectively. The payments made by the State on behalf of the District are reflected in
the accompanying financial statements as both revenues and expenditures, in accordance with GASB Statement No. 24,
Accounting and Financial Reporting/or Certain Grants and Other Financial Assistance. The District's employees' contributions
to TRS for the years ended June 30,2012,2011 and 2010 were $2,365,150, $2,439,336, and$2,359,375, respectively, equal to the
required contributions for each period. Other contributions made from federal and private grants and from the District for salaries
above the statutory minimum for the years ended June 30, 2012, 2011 and 2010 were $573,440, $617,518 and $519,956,
respectively, equal to the required contributions for the period.

C.

Postemployment Benefits Other than Pensions
Plan Description
The District contributes to the Texas Public School Retired Employees Group Insurance Program (TRS-Care), a cost-sharing
multiple-employer defined benefit postemployment health care plan administered by the TRS. TRS-Care Retired Plan provides
health care coverage for certain persons (and their dependents) who retired under the Teacher Retirement System of Texas. The
statutory authority for the program is Texas Insurance Code, Chapter 1575. Section 1575.052 grants the TRS Board ofTrustees
the authority to establish and amend basic and optional group insurance coverage for participants. The TRS issues a publicly
available financial report that includes fmancial statements and required supplementary information for TRS-Care. That report
may be obtained by visiting the TRS web site at www.trs.state.tx.us under the Publications heading, by calling 1-800-223-8778, by
writing to the Communications Department of the Teacher Retirement System of Texas at I 000 Red River Street, Austin, Texas
78701.

I.
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Postemployment Benefits Other than Pensions (continued)
Funding Policy
Contribution requirements are not actuarially detennined but are legally established each biennium by the Texas Legislature.
Texas Insurance Code, Sections 1575.202, 203, and 204 establish state, active employee, and public school contributions,
respectively. Funding for free basic coverage is provided by the program based upon public school district payroll. Per Texas
Insurance Code, Chapter 1575, the public school contribution may not be less than 0.25% or greater than 0.75% of the salary of
each active employee ofthe public school. Funding for optional coverage is provided for those participants selecting the optional
coverage. For the years ended June 30,2012,2011, and 2010, the State's contributions to TRS-Care were $317,896, $341,613,
and $288,587, respectively, the active member contributions were $240,211, $247,745, and $235,781, respectively, and the
District's contributions were $203,257, $209,632, and $202,758, respectively, which equaled the required contributions each year.
C.

2.

3. Medicare Part D
The Medicare Prescription Drug, Improvement, and Modernization Act of2003, which was effective January I, 2006, established
prescription drug coverage for Medicare beneficiaries known as Medicare Part D. One ofthe provisions ofMedicare Part D allows
for the TRS-Care to receive retiree drug subsidy payments from the federal government to offset certain prescription drug
expenditures for eligible TRS-Care participants. These on-behalf payments have been recognized as equal revenues and
expenditures by the District, in the amount of$81,207, $99,569 and $92,039 for the years ended June30, 2012, 20 II and 2010,
respectively.
4. Early Retiree Reinsurance Program
The Early Retiree Reinsurance Program (ERRP) is a provision of the Patient Protection and Affordable Care Act (PPACA) and
provides reimbursement to plan sponsors for a portion of the cost of providing health benefits to retirees between the ages of 55 64 and their covered dependents regardless of age. An "early retiree" is defined as a plan participant aged 55 - 64 who is not
eligible for Medicare and is not covered by an active employee of the plan sponsor. This temporary program is available to help
employers continue to provide coverage to early retirees. ERRP reimbursement is available on a first come, first served basis for
qualified employers that apply and become certified for the program. TRS has been certified for this program and has received
funds from the ERRP program. These on-behalf payments have been recognized as equal revenues and expenditures by the
District, in the amount of$89,544 for the year ended June 30, 2012.
D. Commitments and Contingencies
1. Contingencies
The District receives a portion of its revenues from government grants and contracts, all of which are subjectto audit by federal
and state agencies. The detennination of amounts received under these programs generally is based upon allowable costs reported
to and audited by the respective agencies. As a result, there exists a contingency to refund any amount received in excess of
allowable costs. The amount, if any, of expenses which may be disallowed by the grantor agencies cannot be determined at this
time although the District expects such amounts, if any, to be immaterial.

2. Litigation
The District is defendant in various pending and threatened litigation matters, which have occurred during the normal course of
operations. Although the outcome ofthese matters is not presently deterntinable, it is the opinion ofthe District's management that
the resolution of these matters will not have a material adverse effect on the financial condition of the District at June 30, 2012.
E. Related Organizations
The Shennan Independent School District Education Foundation (Foundation) was organized in December 1998 to create and
implement programs to improve, enhance, augment, and/or enrich the educational purposes and processes of the District. The
Foundation is a "related organization" ofthe District as defined by GASB Statement Number 14. The District does not exercise
oversight authority over the Foundation and it has not been included as a component unit of the District in these financial
statements. Among the criteria used to detennine whether the District had oversight responsibility included financial
interdependency, selection of governing authority, designation of management, the ability to significantly influence operations and
accountability for fiscal matters.
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IV. OTHER INFORMATION (continued)

F.

Subsequent Events

The interest rate on the District's Variable Rate Unlimited Tax School Building Bonds, Series 2008 has been recalculated by the
remarketing agent to 0.90% effective August I, 2012; this rate will be effective through July 31, 2013.
The District has approved a partial redemption of its Variable Rate Unlimited Tax School Building Bonds, Series 2008 in the
amount of$1,590,000. This redemption will save the District approximately $1,277,000 in future interest costs over the term of
these bonds.
The District has issued Unlimited Tax Refunding Bonds, Series 2012 in the amount of$8, 795,000. The proceeds from these bonds
will be used for the advance refunding of$8, 795,000 ofthe District's Unlimited Tax School Building and Refunding Bonds, Series
2006-A at the earliest redemption date (February 15, 2015). This advance refunding is expected to save the District over
$1,350,000 in interest costs.
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Sherman Independent School District
Budgetary Comparison Schedule
General Fund
Year Ended June 30,2012

Data
Control
Codes
Revenues
5700 Local and Intermediate Sources
5800 State Program Revenues
5900 Federal Program Revenues
5020 Total Revenues
Expenditures
00 II Instruction
0012 Instructional Resources and Media Services
0013 Curriculum and Instructional Staff Development
0021 Instructional Leadership
0023 School Leadership
0031 Guidance, Counseling and Evaluation Services
0033 Health Services
0034 Student (Pupil) Transportation
0035 Food Services
0036 Extracurricular Activities
0041 General Administration
0051 Plant Maintenance and Operations
0052 Security and Monitoring Services
0053 Data Processing Services
0081 Facilities Acquisition and Construction
0099 Other Intergovernmental Charges
603 0 Total Expenditures
II 00 Excess (Deficiency) of Revenues Over
(Under) Expenditures

Ori!linal

Final

Actual
Amounts
(GAAP
Basis)

$ 24,670,000
19,930,000
240,000
44,840,000

$ 24,695,007
21,079,000
799,928
46,573,935

$ 24,528,836
21,733,488
544,181
46,806,505

26,807,180
727,933
554,197
646,984
2,941,939
1,551,165
750,249
1,241,102

27,309,225
724,786
508,480
587,984
3,159,329
1,536,966
675,749
1,659,102
2,500
1,355,995
1,510,433
5,698,720
242,381
1,003,848
134,228
637,100
46,746,826

27,108,123
718,007
449,633
528,863
2,886,830
1,450,652
613,363
1,599,075
996
1,317,575
1,446,281
5,692,123
220,110
969,996
125,477
637,024
45,764,128

201,102
6,779
58,847
59,121
272,499
86,314
62,386
60,027
1,504
38,420
64,152
6,597
22,271
33,852
8,751
76
982,698

1,042,377

1,215,268

24,836
24,836

24,836
24,836

1,067,213

1,240,104

Budlleted Amounts

1,297,768
1,424,033
5,108,720
242,381
900,348
35,000
610,000
44,838,999

1,001

(172,891)

Other Financing Sources (Uses)
7912 Sale of Real or Personal Property
7080 Total Other Financing Sources (Uses)
1200 Net Change in Fund Balances
0100 Fund Balances- July I (Beginning)
3000 Fund Balances - June 30 (Ending)

Exhibit G-1

1,001

(172,891)

8,562,331

8,562,331

8,562,331

$ 8,563,332

$ 8,389,440

$ 9,629,544
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Variance With
Final Budget
Positive
(Nellative)
$

(166,171)
654,488
(255,747)
232,570

$ 1,240,104

Other Schedules (Required by TEA)

Sherman Independent School District
Schedule of Delinquent Taxes Receivable
Year Ended June 30, 2012
2

Last Ten Years Ended
August 31 I June 30

Tax Rates
Maintenance
Debt Service

3
Assessed I
Appraised
Value tor School
Tax Purposes

2003 and prior years
2004

1.50000

0.19000

I ,660,923,049

2005

1.50000

0.18000

I ,678,941,580

2006

1.50000

0.18000

I, 766,956,124

2007

1.37000

0.26000

I ,952,998,000

2008

1.04000

0.33000

2,053,850,320

2009

1.04000

0.40000

2,436,434,315

2010

1.04000

0.40000

2,299,178,397

2011

1.04000

0.40000

2,3!9,163,627

2012 (School year under audit)

1.04000

0.40000

2,309,618,851

1000

TOTALS

-34-

Exhibit J-1

$

10

20

31

32

40

50

Beginning
Balance
07/01/2011

Current
Year's
Total Levy

Maintenance
Collections

Debt Service
Collections

Entire
Year's
Adjustments

Ending
Balance
06/30/2012

301,330

$

$

$

344

$

(34,210) $

264,059

98,947

1,003

127

(833)

96,984

128,675

779

93

(4,482)

123,321

122,994

2,990

359

(7,979)

111,666

89,497

6,144

1,166

(8,147)

74,040

95,118

13,446

4,267

1,358

78,763

173,394

45,950

17,673

(2,712)

107,059

319,755

89,232

34,320

(17,942)

178,261

I, 119,359

361,096

138,883

(207,725)

411,655

23,394,839

8,998,015

33,230,634
$

2,717

2,449,069

$

33,230,634

$

23,918,196

$
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9,195,247

35,227
$

(247,445) $

873,007
2,318,815

Shennan Independent School District
Schedule of Expenditures for Computation of Indirect Costs for 2013-2014
General and Special Revenue Funds
Year Ended June 30, 2012

Account
Number

Account Name
611X-6146 Payroll Costs
6149
Leave for Separating Employees
in Functions 41 and 53
6149
Leave for Separating Employees
not in Functions 41 and 53
6211
Legal Services
6212
Audit Services
6213
Tax Appraisal and Collection
621X
Other Professional Services
6220
Tuition and Transfer Payments
6230
Education Service Centers
6240
Contract Maintenance and Repair
6250
Utilities
6260
Rentals
6290
Miscellaneous Contracted Costs
6320
Textbooks aod Reading
6330
Testing Materials
63XX
Other Supplies and Materials
6410
Travel, Subsistence and Stipends
6420
Insurance and Bonding Costs
6430
Election Costs
6490
Miscellaneous Operating Costs
6500
Debt Service
6600
Capital Outlay
6000

TOTAL

I
(702)
School
Board

s

2
(703)

Tax
Collection
$

$

3
(701)
Supt's
Office
234,158

4
(750)
Indirect
Cost
$ 847,478
1,713

5
(720)
Direct
Cost

s

Exhibit J-2

6
(Other)

7

Misc.

$

$

23,668

23,668
33,500
658,386
3,353

33,500
658,386
3,353
1,064

68
931
9,450
32,783
5,000
12,345

2,315
862

5,529
117,077

8,908
117,939

1,445
282
771

20,524
37,249
1,840

21,969
37,531
2,679

8,359
7,570
897

54,029
7,182
1,436

13,622

21,159

63,319
24,202
35,116
5,000
47,126
5,293

5,293

$ 64,994

$ 658,386

$ 293,949

$ 1,148,716

$

$

Tota1 expenditures for General and Special Revenue Funds
Less: Deductions ofUnallo\\'Bble Costs
FISCAL YEAR
Total Capital Outlay (6600)
Total Debt aod Lease (6500)
Plaot Maintenaoce (Function 51,6100- 6400)
Food (Function 35, 6341 aod 6499)
Stipends (6413)
Column 4 (above)- Total Indirect Cost
Subtotal
Net Allowed Direct Cost

Total
1,081,636
1,713

$

2,171,338

(9) $

56,359,616

5,293

886,605
$
$ 5,936,608
$ 1,297,094
$
$ 1,148,716

(10) $

(II)
(12)
(13)
(14)

$
$

CUMULATIVE
Total Cost of Buildings before Depreciation (1520)
Historical Cost of Buildings over 50 years old
Amount of Federal Money in Building Cost (Net of#l6)
Total Cost of Furniture and Equipment before Depreciation ( 1530 and 1540)
Historical Cost of Furniture and Equipment over 16 years old
Amount of Federal Money in Furniture and Equipment (Net of#l9)
(8) Note A- $64,712 in Function 53 expenditures and $637,024 in Function 99 expenditures are included in this
report on administrative costs.
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(15)
(16)
(17)
(18)
(19)
(20)

9,269,023
47,090,593

$ 130,047,013
$ 14,213,316
$
$ 17,761,425
381,516
$
$

Sherman Independent School District
Budgetary Comparison Schedule
Child Nutrition Program
Year Ended June 30,2012

Data
Control
Codes
Revenues
5700 Local and Intermediate Sources
5800 State Program Revenues
5900 Federal Program Revenues
5020 Total Revenues

Exhibit J-4

Actual
Amounts
(GAAP
Basis)

Bud!!eted Amounts
Ori!!inal

Final

839,715
20,375
2,937,902
3,797,992

$ 839,715
20,375
2,937,902
3,797,992

3,195,000
4291903
3,624,903

3,195,000
429,903
3,624,903

3,277,416
277,715
3,555,131

1200 Net Change in Fund Balances

173,089

173,089

222,915

0100 Fund Balances- July I (Beginning)

288,107

288,107

288,107

$ 461,196

$ 461,196

Expenditures
0035 Food Services
0051 Plant Maintenance and Operations
6030 Total Expenditures

3000 Fund Balances- June 30 (Ending)

$

- 37-

$

$

784,029
20,682
2,973,335
3,778,046

511,022

Variance With
Final Budget
Positive
(Nesative~
$

(55,686)
307
35,433
(19,946)
(82,416)
152,188
69,772
49,826

$

49,826

Shennan Independent School District
Budgetary Comparison Schedule
Debt Service Fund
Year Ended June 30,2012

Data
Control
Codes
Revenues
5700 Local and Intermediate Sources
5 800 State Program Revenues
5900 Federal Program Revenues
5 020 Total Revenues

0071
0072
0073
6030

Expenditures
Debt Service - Principal on Long-Term Debt
Debt Service- Interest on Long-Term Debt
Debt Service- Bond Issuance Costs and Fees
Total Expenditures

1200 Net Change in Fund Balances
0100 Fund Balances- July I (Beginning)
3000 Fund Balances -June 30 (Ending)

Budl!!eted Amounts
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Actual
Amounts
(GAAP
Basis)

Variance With
Final Budget
Positive

Oril!!inal

Final

$ 9,434,856

$ 9,434,856

$ 9,255,217
73,234

9,434,856

9,434,856

9,328,451

(106,405)

9,708,326

9,708,326

105,000
9,813,326

105,000
9,813,326

4,145,716
5,196,399
104,124
9,446,239

5,562,610
(5,196,399)
876
367,087

(378,470)

(378,470)

$

(117,788)

7,093,703

7,093,703

7,093,703

$ 6,715,233

$ 6,715,233

$ 6,975,915
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~Ne~!;ative)

(179,639)
73,234

260,682

$

260,682

FEDERAL A WARDS SECTION

ADAMI, LINDSEY & COMPANY, L.L.P.
Certifotf1Pu6£ic }fccountants
123 NOR1B CROCKEIT STREET, SUITE 100
SHERMAN, TEXAS 75090

DAROW P. ADAMI
JAMES A LINDSEY
DAROW P. ADAMI, JR.
BELINDA W. DEVINCENTIS

(903) 892-2727
FACSIMILE: (903) 868-9682
WWW. ADAMILINDSEY.COM

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 Trustees
Sherman Independent School District
2701 Loy Lake Road
Shennan, Texas 75090
Members of the Board:
We have audited the financial statements ofthe governmental activities, each major fund and the aggregate remaining fund
information of the Shennan Independent School District (the "District") as of and for the year ended June 30, 2012, which
collectively comprise the District's basic financial statements and have issued our report thereon dated November 7, 2012.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.
Internal Control over Financial Reporting
Management ofthe District is responsible for establishing and maintaining effective internal control over financial reporting.
In planning and performing our audit, we considered the District's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District's internal control over financial reporting. 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 fmancial statements will not be prevented, or detected and corrected on a timely
basis.
Our consideration of the internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not designed to identity all deficiencies in internal control that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weakness, as defined above.
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Board of Trustees
November 7, 2012

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District's financial statements are free of material misstatemen~
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 fmancial 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 marters that are
required to be reported under Government Auditing Standards.
This report is intended solely for the information and use of the District's Trustees, audit committee, administration, the Texas
Education Agency, federal awarding agencies and pass-through entities and is not intended to be used and should not be used
by anyone other than these specified parties.

tJ~, ~~ ~ ~"'t.p~,

L.L.,P.

Sherman, Texas
November 7, 2012
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ADAMI, LINDSEY & COMPANY, L.L.P.
Certifoif ri'u6fic Jlccountants
123 NORTH CROCKElT STREET, SUITE 100
SHERMAN, TEXAS 75090

(903) 892-2727
FACSIMILE: (903) 868-9682
WWW. ADAMILINDSEYCOM

DAROLD P. ADAMI
JAMES A LINDSEY
DAROLD P. ADAMI, JR.
BELINDA W. DEVINCENTIS

Independent Auditor's Report on Compliance with Requirements That Could Have a
Direct and Material Effect on Each Major Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

Board of Trustees
Sherman Independent School District
2701 Loy Lake Road
Sherman, Texas 75090
Members of the Board:
Compliance
We have audited the compliance of the Sherman Independent School District (the "District") with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
could have a direct and material effect on each ofthe District's major federal programs for the year ended June 30, 2012. The
District's major federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements oflaws, regulations, contracts and grants applicable to each
of its major federal programs is the responsibility of the District's administrators. Our responsibility is to express an opinion
on the District's compliance based on our audit.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to fmancial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States; and OMB Circular A-133, Audits ofStates, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the District's
compliance with those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
District's compliance with those requirements.
In our opinion, the Sherman Independent School District complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the year ended June 30,
2012.
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Board of Trustees
November 7, 2012

Internal Control over Compliance
Management of the District is responsible for establishing and maintaining effective internal control over compliance with
requirements oflaws, regulations, contracts, and grants applicable to federal programs. In planning and performing our audi~
we considered the District's internal control over compliance with the requirements that could have a direct and material
effect on a major federal program to determine the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to preven~ or detect and
correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.
Our consideration of the internal control over compliance was for the limited purpose described in the first paragraph ofthis
section and was not designed to identil)' all deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identil)' any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defmed above.
This report is intended solely for the information and use ofthe District's Trustees, audit committee, administration, Texas
Education Agency, federal awarding agencies and pass-through entities and is not intended to be used and should not be used
by anyone other than these specified parties.

a~, ~~

&

&.""f--a, ~..~...P.

Sherman, Texas
November 7, 2012
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Sherman Independent School District
Schedule of Findings and Questioned Costs
Year Ended June30,2012
Section I -- Summary of Auditor's Results
Financial Statements
Type of auditor's report issued

Unqualified opinion

Internal control over financial reporting:
Material weaknesses identified
Significant deficiencies identified that are not

No

considered to be material weaknesses

No

Noncompliance material to the financial statements noted?
Federal Awards
Internal control over major programs:
Material weaknesses identified
Significant deficiencies identified that are not

No

No

considered to be material weaknesses

None reported

Type of auditor's report issued on compliance for major programs:

Unqualified opinion

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133?

No

Major Federal Programs:
Title I Cluster
Title I Grants to Local Educational Agencies
Title I Grants to Local Educational Agencies, Recovery Act
Special Education Cluster
Special Education Grants to States
Special Education Preschool Grants
Special Education Grants to States, Recovery Act
Improving Teacher Quality State Grants
Education Jobs Fund

CFDA #84.0 I OA
CFDA #84.389A
CFDA #84.027A
CFDA #84.173A
CFDA #84.39JA
CFDA #84.367A
CFDA #84 .41 OA

Dollar threshold used to distinguish between type A and type B
federal programs:

$300,000

Auditee qualified as low-risk auditee?

Yes

Section II -- Findings Related to Financial Statements
None

Section III-- Findings and Questioned Costs Related to Federal Awards
None

- 43-

Sherman Independent School District
Summary Schedule of Prior Year Findings
Year Ended June 30,2012

Prior Year Findings

2011-1 Information Technology Systems

Observation - The District implemented new information technology systems for general ledger and payroll functions
beginning July I, 2009. The general ledger module did not function and the District reverted to its previous general
ledger software package on September I, 2009. The two systems (new payroll and old general ledger) were not
integrated and, as a result, personnel costs had to be imported into the general ledger. These imports were performed on a
routine basis after each payroll run but the District did not perform procedures to review or reconcile the imported
information with the general ledger balances on a periodic basis. As a result, significant adjusting entries (primarily to
balance sheet accounts) were required to reconcile balances at year-end.
This finding was corrected with the implementation of the general ledger software package for the 2011-2012 fiscal year
and the regular reconciliations of payroll-related asset and liability accounts on the general ledger.

20ll-2 Budgetary Controls

Observation- The District's General Fund incurred expenditures in excess of its budgeted appropriations by $389, 352.
This finding was corrected by the District performing comparisons of budget to actual throughout the year and submitting
budget amendments to the Board of Trustees for approval.

20ll-3 Financial Reporting

Observation -Expenditures submitted to grantors on certain interim reports did not match amounts reflected in the
District's general ledger. By the end of the fiscal year, amounts reported to grantors did match the District's general
ledger.
This finding was corrected with implementation of the general ledger software package for the 2011-2012 fiscal year and
timely filing the required quarterly reports.
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Sherman Independent School District
Schedule of Expenditures of Federal Awards
Year Ended June 30,2012
(I)
Federal Grantor I
Pass-Through Grantor I
Pro~arn or Title

Exhibit K-1

(2)
Federal
CFDA
Number

(3)
Pass-Through
Entity Identirying
Number

84.010A
84.010A

12610101091906
12610103091906

84.027A
84.027A
84.027A
84.027A

116600010919066600
126600010919066600
1266000109I9066601
126600020919066673

Passed Through Texas Education Agency:
Title II Part A Teacher I Principal Training

84.367A

12694501091906

287,927

Passed Through Texas Education Agency:
Vocational Education Basic Grant

84.048A

12420006091906

60,334

Passed Through Texas Education Agency:
Title III, Part A Limited English Proficiency

84.365A

1267100109I906

51,290

84.173A
84.I73A

126610010919066610
1266100109I9066611

42,858
I,998
44,856

84.4IOA

1I550101091906

1,142,021

84.287C
84.287C

106950137110054
I26950137110054

26,092
413,934
440,026

84.196

00-047

3,000

84.196
84.196

00-047
00-047

15,615
48,845
67,460

84.391

10554001091906

65,863

84.389A

10551001057950

53,745

84.369A

69551102

(4)
Federal
Ex£!:nditures

U.S. DEPARTMENT OF EDUCATION
Passed Through Texas Education Agency:
Title I, Part A - Improving Basic Programs ***
Title I, Part D, Subpart 2 - Delinquent Programs
Total CFDA Number 84.010A

***

Passed Through Texas Education Agency:
IDEA-B Formula (2010-2011) **
IDEA-B Formula (2011-2012) **
IDEA-B Formula, Deaf **
IDEA-B Discretionary (Deaf) **
Total CFDA Number 84.027A

Passed Through Texas Education Agency:
IDEA-B Preschool **
IDEA-B Preschool, Deaf ••
Total CFDA Number 84.173A
Passed Through Texas Education Agency:
Education Jobs Fund
Passed Through Texas Education Agency:
21st Century Community Learning Centers (201 0-2011)
21st Century Community Learning Centers (20I 1-2012)
Total CFDA Number 84.287C
Passed Through University of Texas at Dallas:
Education for Homeless Children and Youth (2011-2012)
Passed Through Region X Education Service Center:
Education for Homeless Children and Youth (2010-2011)
Education for Homeless Children and Youth (20112012)
Total CFDA Number 84.I96
Passed Through Texas Education Agency:
Special Education Grants to States, Recovery Act ••
Passed Through Region X Education Service Center:
Title I Grants to Local Educational Agencies, Recovery Act

***

Passed Through Texas Education Agency:
Grants for State Assessments and Related Activities

$

1,236
1,376,301
I,985
16,144
1,395,666

3,166
$

TOTAL U.S. DEPARTMENT OF EDUCATION

1,320,298
184,570
1,504,868

5,117,222
Continued
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Sherman Independent School District
Schedule of Expenditures of Federal Awards (Continued)
Year Ended June 30,2012
(!)

Federal Grantor I
Pass-Through Grantor I
Proll!:am Title

(2)
Federal
CFDA
Number

(3}
Pass-Through
Entity ldentizying
Number

93.600
93.600
93.600
93.600

IICH0391
12CH0391
IICH0391
12CH0391

(4)
Federal
Ex~enditures

U$. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Region X Education Service Center:
Head Start (2010-2011)
Head Start (2011-2012)
Early Head Start (20 I 0-20 II)
Early Head Start (20 11-20 12)
Total CFDA Number 93.600

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

$

69,305
319,569
96
2,305
391,275

$

391,275

$

331,421
1,682,674

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Texas Education Agency:
National School Lunch Program • (2010-2011)
National School Lunch Program • (201 1-2012)
Passed Through Texas Department of Human Services:
USDA Commodities
Total CFDA Number 10.555

10.555
10.555

71301101
71301201

10.555

Passed Through Texas Education Agency:
National School Breakfast Program • (20 I 0-20 II)
National School Breakfast Program • (2011-2012)
Total CFDA Number 10.553

10.553
10.553

158,488
2,172,583
71401101
71401101

123,328
677,424
800,752

TOTAL U.S. DEPARTMENT OF AGRICULTURE

$

2,973,335

TOTAL FEDERAL FINANCIAL ASSISTANCE

$

8,481,832

• Indicates child nutrition clustered programs.
•• Indicates special education clustered programs.
••• Indicates Title I clustered programs.
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Exhibit K-1 (Continued)

Notes to Expenditures of Federal Awards
Note I

The District utilizes the funds types specified in the Resource Guide.
Special Revenue Funds are used to account for resources restricted to, or designated for, specific purposes by a
grantor. Federal and State financial assistance generally is accounted for in a Special Revenue Fund.
Generally, unused balances are returned to the grantor at the close of specified project periods.

Note2

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All
federal grant funds were accounted for in the Special Revenue Funds, a component of the Governmental fund
types, except for indirect costs funded by federal grants, which are recorded in the General Fund. Medicaid
reimbursements (School Health and Related Services (SHARS) program for special education students) are
recorded in the General Fund as Federal revenue but do not meet the definition of federal awards for purposes
of preparing the schedule of fuderal awards.
The modified accrual basis of accounting is used for the Governmental Funds. This basis of accounting
recognizes revenues in the accounting period in which they become 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. Expenditures are generally recorded when a liability is incurred.
Federal grants are considered to be earned to the extent of expenditures made under the provisions of the grant
and, accordingly, when such funds are received they are recorded as deferred revenue until earned.

Note3

The period of availability for federal grant funds for the purpose of liquidation of outstanding obligations made
on or before the ending date of the fuderal project extended 90 days beyond the federal project period ending
date, in accordance with provisions in OMB Circular A-133, Compliance Supplement, Part 3, Section H Period of Availability of Federal Funds.

Note4

All of the ESEA, Title I Part A expenditures are for school-wide programs.

NoteS

Reconciliation of Federal Revenues in Exhibit C-3 to the Schedule of Expenditures of Federal Awards:
Federal Awards per Schedule of Expenditures of Federal Awards
Medicaid Reimbursements (SHARS)
Total Federal Program Revenues- Exhibit C-3
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$

$

8,481,832
536,626
9,018,458

