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Independent Auditor’'s Report

Members of the Board of
Education of Carroll County
Westminster, Maryland

We have audited the accompanying financial statésarihe governmental activities, each major
fund, and the aggregate remaining fund informatiathe Board of Education of Carroll County, a

component unit of Carroll County, Maryland, as néidor the year ended June 30, 2006, which
collectively comprise the Board of Education of @HICounty’s basic financial statements as listed
in the table of contents. These financial statémare the responsibility of the Board of Education
of Carroll County’s management. Our responsibityo express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with audisitesndards generally accepted in the United
States of America and the standards applicableanéial audits contained (Bovernment Auditing
Standardsssued by the Comptroller General of the Uniteatéd. Those standards require that we
plan and perform the audit to obtain reasonablgrasse about whether the financial statements are
free of material misstatement. An audit includesgnining, on a test basis, evidence supporting the
amounts and disclosures in the financial statemersaudit also includes assessing the accounting
principles used and significant estimates made Agagement, as well as evaluating the overall
financial statement presentation. We believe thataudit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referedlove present fairly, in all material respedts, t
respective financial position of the governmentihaties, each major fund, and the aggregate
remaining fund information of the Board of Educatad Carroll County as of June 30, 2006, and the
respective changes in financial position thereof tfee year then ended in conformity with
accounting principles generally accepted in thetéthBtates of America.

In accordance witlbovernment Auditing Standardge have also issued our report dated September
1, 2006 on our consideration of the Board of Edooabf Carroll County’s internal control over
financial reporting and our tests of its compliangéh certain provisions of laws, regulations,
contracts and grant agreements and other mafthespurpose of that report is to describe the scope
of our testing of internal control over financia&porting and compliance and the results of that
testing, and not to provide an opinion on the maércontrol over financial reporting or on
compliance. That report is an integral part ohadit performed in accordance wiBovernment
Auditing Standardand should be considered in assessing the redudtg audit.

Member of

Offices in 15 states and Washington, DC 1 '"temaﬁm‘a'



The management’s discussion and analysis on pag@s8d budgetary comparison information on
pages 36 and 37 respectively, are not a requireddopdhe basic financial statements but are
supplementary information required by accountinggples generally accepted in the United States
of America. We have applied certain limited praoes, which consisted principally of inquiries of
management regarding the methods of measuremeptesehtation of the required supplementary
information. However, we did not audit the infotma and express no opinion on it.

Our audit was conducted for the purpose of fornopgions on the financial statements that
collectively comprise the Board of Education of ©drCounty’s basic financial statements. The
schedules on pages 39 through 46 presented assothementary information are presented for
purposes of additional analysis and are not a reduuart of the basic financial statements. They
have not been subjected to the auditing procedapesed in the audit of the basic financial
statements and, accordingly, we express no oponamem.

%WALA

Baltimore, Maryland
September 1, 2006



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

As Management of the Board of Education of Ca@alunty (the Board), we offer readers of the
Board’s financial statements this discussion analyass of the Board’s financial performance
during the fiscal year ended June 30, 2006. Téusian should be read in conjunction with the
financial statements, which immediately follow tdiscussion.

Overview of the Financial Statements

The Board’s basic financial statements consishodd sections: 1) government-wide financial
statements, 2) fund financial statements, and &srto the financial statements. The basic firsnci
statements include two kinds of statements theggmtedifferent views of the Board’s financial
performance. The report also contains required Isapgntary information and supplementary
budgetary schedules.

The first two statements agevernment-wide financial statemetftat provide both short-
term and long-term information about the Board’sra¥l financial strength.

The next two statements drted financial statementbat focus on individual parts of the
school system, and provide more detail on individueas of expenditure.

It also contains required supplementary informatioraddition to the basic financial
statements themselves, such as a budgetary basenpation of financial operations in the
short-term for the budgetary general fund, meaguggulatory and budgetary compliance.

The financial statements also include notes thalagx some of the information in the statements
and, in some cases, provide even greater leveistail. The required supplementary information is
followed by a section of supplementary budgetahedales, which primarily provides additional
budgetary review. In this last section of othgrdamentary information, the Board has chosen to
include additional detail beyond that which is regd. This additional detail provides information
on select operations at individual schools, as a®ltletailed expenditure data comparable to the
reporting required by the Maryland State Departnoéiiducation.



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Overview of the Financial StatementgContinued)

Type of Analysis

Government-Wide
Financials

Governmental Fund
Financials

Budgetary Basis

The following table relays the major features @& tvo types of statements discussed above:

Scope

Entire school system

All activities of the
school system (food
service, capital
projects, and certain
school funds)

Reflects only the
Current Operating/
General Fund

Required Financial

Statement of Net

Balance Sheet,

Budgetary

%

Statements Assets and Statement of Comparison Scheduls
Statement of Revenues, presented as Require
Activities Expenditures and Supplementary
Changes in Fund Information
Balances, and
Fiduciary Fund
Balance Sheet
Accounting Basis and Full accrual Modified accrual Budgetary basis and

Measurement Focus

accounting and
economic resource
focus

accounting and curre
financial focus

hturrent financial focus

]

Type of Asset/
Liability Information

All assets and
liabilities, including
short and long term, 4§
well as financial and
capital

Assets and liabilities
considered reasonab
isurrent (generally
within one year), no
long-term liabilities or
capital assets include

A budgetary basis
\balance sheet is not
presented

d

Type of Inflow/
Outflow Information

All revenues and
expenses during the
year, regardless of
when cash is receive
or paid

Revenues for which
cash is received
during or immediately
ifollowing the year;
expenditures only
when the
goods/services are
received and the
related liability is
payable

Revenues for which
cash is received
during or immediately
following the year;
includes expenditures
and open
encumbrances




BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Government-Wide Financial Statements

The school system-wide statements report informadioout the school system as a whole using
accounting methods similar to those used by prigateéor companies. The two statements on the
school system-wide level, report net assets andgdsain net assets and are intended to evaluate the
school system’s financial health or position. Metets are defined as total assets, less total
liabilities. These statements will, over time leef improvements or deteriorations in the school
system’s financial strength. These statementsidenghe non-financial factors, including
depreciation of school buildings and other fa&sti which are necessary to determine overall
financial strength.

Typically, the school system-wide financial statetsecan reflect governmental activities and
business-type activities. While the school systefabd service operation charges fees, the fee
structure is not designed to cover all costs indgdlepreciation cost. Therefore, this function is
included as a governmental activity and no bushigss activities are presented.

Fund Financial Statements

The Fund Financial Statements are designed to gecalditional levels of detail on the school
system’s funds as opposed to the school systemvlasla. Funds are accounting devices used by
the school system to keep track of specific sount&sding and spending.

The school system has four funds reported here:

General Fundhcludes most of the school system’s basic funstind generally follows the
requirements of the Maryland Statement Departme&tacation.

Food Service Funds the fund that captures the financial activitfsthe cafeteria
operations.

Capital Improvement Project Fun@hich tracks larger construction projects. Tioisd
reports revenue and expenditures on a yearly baskould be noted, however, that due to
the long-term nature of most projects, the budgdtasis of this fund crosses fiscal years.

Fiduciary Fundreflects liabilities due to student groups andlewt revenues and
expenditures that are earmarked for specific stugierups at individual schools.




BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Financial Analysis of the School System as a Whole

As noted above, all activities are identified ageggamental activities, as opposed to business-type
activities. Current assets totaled $38.7 millimost of which appears as accounts receivable due
from other governments. This is primarily due fribra County Commissioners of Carroll County.
Noncurrent assets are composed of capital assgecanunt for approximately 89% of the school
system’s total assets. Current liabilities to&838 million, of which over $15.9 million is acculie
payroll and related withholdings. It should beatbthat this balance reflects payments made to 10-
month staff members (such as teachers) who piefmritinue bi-weekly payrolls during July and
August. Since these staff members have fulfillegrtcontractual obligation as of Juné"3the
unpaid wages are reflected in this accrual. Therded Fringe portion of this balance is also
primarily associated with the payments that wilhb&de for 10-month staff members’ during July
and August. Noncurrent liabilities are over $30iltion and are predominantly tied to compensated
absences for employees.

Condensed Statement of Net Assets

Governmental Governmental

Activities Activities
June 30, 2006 June 30, 2005

(In Millions) (In Millions)
Current and other assets $ 38.7 $ 39.9
Capital assets 301.6 296.4
Total assets $ 340.3 $ 336.3
Current liabilities $ 33.8 $ 355
Non current liabilities 30.2 27.9
Total liabilities $ 64.0 $ 63.4

Net assets:
Invested in capital assets, net of related debt 93.@ 287.0
Restricted 0.6 0.7
Unrestricted deficit (17.4) (14.8)
Total net assets $ 276.2 $ 272.9

The school system’s revenues exceeded expense8.Bynillion. For budgetary purposes,
acquisitions of equipment and capital improvememts considered expenditures. However in
accordance with Generally Accepted Accounting Rpies (GAAP) and subject to the Boards
Capitalization Policy, the equipment and capitapiavements, amounting to $35.7 million are
capitalized and subject to depreciation. The skcbygiem has continued to be in a growth pattern,
due to increasing County population and enrolime@tssequently, the school system has been
constructing new buildings and renovating/expaneéixgting ones. This capital outlay has resulted
in increases in capital assets. The associatddal#bance these acquisitions resides on the youn
Government and State of Maryland financial statdsjeas it is not a burden of Carroll County
Public Schools.



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS

June 30, 2006

Financial Analysis of the School System as a Whol€ontinued)

Changes in Net Assets from Operating Results

Revenues
Program revenues:
Charge for services
Operating grants and contributions
Capital grants and contributions
General revenues:
County government
State (unrestricted)
State pension aid
Other

Total revenues

Expenses
Instruction (regular and special education)
Administration (central and school)
Maintenance and operations
Transportation
Student services and health
Food services

Total expenses

Increase in net assets

Governmental Governmental
Activities Activities
June 30, 2006 June 30, 2005
(In Millions) (In Millions)
$ 5.2 $ 5.0
37.4 34.8
18.1 23.6
135.8 126.7
89.1 80.4
12.2 11.6
0.9 0.7
298.7 282.8
202.6 193.2
325 28.4
32.7 20.2
16.8 16.0
4.6 4.0
6.2 6.0
295.4 267.8
$ 3.3 $ 15.0

All costs identified in the Statement of Activiti@sclude the cost of salaries, wages, supplies,
contracted services, and depreciation by functiorthe case of Regular Instruction, depreciation
expense on the school buildings and equipmentasetischools account for $9.3 million. Due to

reporting capabilities, no expenses are unalloc&edge benefits and depreciation can be tracked
by individual or asset, respectively, and theretae be tied to a function. Review of the revenues
identifies some fee for services circumstancesudieg use of facilities and tuition. Operating
Grant revenues include primarily State and Federahts and reflect restricted sources. As detailed
in the Statement of Activities, the general revenmelude State and County revenue, as well as
interest income, none of which meets the critesractassification as program revenues. More

specifically:

The cost of all governmental services this year $285.4 million.

$5.2 million of the costs were financed by userhefschool districts programs through fees

for service.



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Financial Analysis of the School System as a Whol€ontinued)

The state and federal governments subsidized e@ragrams with grants and contributions
totaling almost $37.4 million.

Most of the district’s costs, however, were finathbg Carroll County and State of Maryland
taxpayers.

Of that portion, $135.8 million was associated v@trroll County government allocations.

The state and county governments financed $18.liomiin principally capital asset
purchases.

Financial Analysis of the Board’s Funds

In the general fund, revenues increased by 8% 7@ .82million. The general fund increase is
attributable to a 7% increase in the appropridtiom the County government and a 10% increase in
unrestricted State revenue. Much of this increea® necessary to fund the beginning of the Full
Day Kindergarten implementation, as well as fure ghlary increases negotiated by the various
bargaining groups.

The Food Service Operation reflected a net cham@iend balance of $(6,859) for the year ended
June 30, 2006 versus a net change in fund baldrik® %26 for the prior year.

The Capital Projects Fund reflects no change td hatance since revenues exactly offset expenses.
This fund is designed not to maintain net assetsesexpenditures should be offset by revenue in
each fiscal year.

Limitations affecting the availability of resources the General Fund include a reserve for
inventories of approximately $367,800 and a reséwverepaids of approximately $412,500.

Budgetary Highlights

Over the course of each fiscal year, the schodésysevises the annual current operating budget.
Generally, the budgets fluctuate for one of twsoes. First, when grants are awarded during the
year, an amendment is done to adjust the budgetdmle. In addition, the system is required to
maintain budgets by category, or function. Theaefthe school system makes transfers within
budgeted line items to more accurately reflect girapconditions. These transfers do not impact
the budget total as a whole. As reflected in ttlee8ule of Revenues, Expenditures, and Changes in
Fund Balance on the Budget (Non-GAAP) Basis, ndnth® school system’s categories were
overspent at year-end. Most importantly, the sthggtem ended the fiscal year with an excess of
revenues over expenditures of $363,330. This foaldnce will be returned to the County
Commissioners of Carroll County.



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Budgetary Highlights (Continued)

The budgetary process is designed to reflect reagagual to expenditures. However, on the Fund
statements, actual expenditures and actual revemeresboth lower than budgeted. Most of this
variance is associated with grants that crosslfisgars, and therefore are not fully recognized or
expended during the twelve-month fiscal cycle. stance, the current operating fund actual
revenues fell short of the final budget by almo&0$million. Virtually all of this shortfall was
within the restricted portion, illustrating granket cross into fiscal year 2007.

Specific examples include Smaller Learning Comniesiat $489,538 and Special Education and
Medical Assistance at $1.7 million. These revemaéde realized and received in fiscal year 2007
to offset fiscal year 2007 grant related expendgur

Specific areas of expenditure exceeded originaigbted However, budget transfers between
categories were approved to more closely align atttual expenditures, so that at year-end all
categories were in compliance. For fiscal year62@ansfers were made out of fixed charges to
maintenance of plant, operation of plant, and utgtonal areas. The school system is self-insured
for medical, dental, prescription, and vision cag®. Actual claims in 2006 were lower than
actuarial projections, creating a surplus in tHoseitems.

Capital Asset Administration

By the end of fiscal year 2006, the school systathihvested over $301.6 million in capital assets
net of depreciation, predominantly buildings. Tatapreciation expense for the year exceeded
$10.9 million, increasing accumulated depreciatonassets to $127.9 million. Included in the
Construction in Progress balance is the work coteglen two HVAC replacements, Full Day
Kindergarten construction projects, and the worknpleted by Johnson Controls. Student
population has grown steadily over the past decadegssitating the additional construction
projects. Fiscal year 2007 capital budgets refl@cther new Elementary School to be built in the
Manchester area, over $1.0 million in HVAC imprownts, and over $5.8 million in funds to
expand existing elementary schools to house Fuly Eandergarten classes. The County
government issues the debt associated with thgstalcprojects, therefore, the school system
financial statements do not reflect outstanding @sbociated with these capital assets.

Factors Bearing on the School System’s Future

At the time that these financial statements weepg@red and audited, the school system was aware
of several existing circumstances that could afftsdinancial health in the future:

1. The school system has begun implementing Preskilesit’'s “No Child Left Behind Act.”
Increased costs will be associated with hiring r@taining “highly qualified” teachers and
paraprofessionals.



BOARD OF EDUCATION OF CARROLL COUNTY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2006

Factors Bearing on the School System’s Futur@Continued)

2. The State is mandating Full Day Kindergarten by 2007. In FY2006, several elementary
schools with sufficient classroom capacity impleteen Full Day Kindergarten.
Construction expansion took place at additionalosth during the year as well. For
FY2007, additional construction is necessary fog temaining elementary schools.
Additional expense in the general fund will be riegdi as additional kindergarten teachers,
assistants, and supplies are needed annually.

3. The Government Accounting Standards Board (GAS&nty issued GASB Statement No.
45, Accounting for Other Post-Employment Benefit$ie Board of Education of Carroll
County does offer other non-pension benefits toees$ and therefore will be recognizing a
liability in fiscal year 2008 in accordance withdtstatement. The entire effect of this
accounting change is not presently known.

Contacting the Board’s Financial Management

This financial report is designed to provide thbad system’s citizens, taxpayers, customers,
stakeholders, and creditors with a general overaithve system’s finances and to demonstrate the
school system’s accountability for the money ieiees. If you have questions about this report or
need additional financial information, contact tBemptroller’s Office, Carroll County Public
Schools, 125 North Court Street, Westminster, Margl21157.

10
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BOARD OF EDUCATION OF CARROLL COUNTY
STATEMENT OF NET ASSETS
June 30, 2006

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Investments
Accounts receivable
Due from other units of government
Inventory
Other current assets

Total current assets
NONCURRENT ASSETS
Capital assets (net of accumulated depreciation):
Land and improvements
Construction in progress
Equipment
Buildings and improvements
Total noncurrent assets

Total assets

LIABILITIES

CURRENT LIABILITIES
Accounts payable
Accrued salaries and fringes
Accrued health claims
Accrued expenses
Accrued interest
Due to student groups
Due to other governments
Deferred revenue
Current portion of capital lease obligations
Current portion of compensated absences payable

Total current liabilities
NONCURRENT LIABILITIES

Long-term portion of capital lease obligations
Long-term portion of compensated absences payable

Total noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted for:

Food services
Unrestricted

TOTAL NET ASSETS

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
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Governmental
Activities

11,981,457
1,281,727
745,915
23,549,753
622,422
474,164

38,655,438

12,339,252
17,431,003
11,002,318
260,861,692

301,634,265

340,289,703

3,552,926
15,914,893
2,922,582
5,490,971
48,289
1,738,796
173,826
1,510,956
414,002
2,050,000

33,817,241

8,195,927
22,012,693

30,208,620

64,025,861

293,024,336

652,180
(17,412,674)

276,263,84




BOARD OF EDUCATION OF CARROLL COUNTY
STATEMENT OF ACTIVITIES
Year Ended June 30, 2006

Net (Expenses)
Revenue and

Changes in
Program Revenues Net Assets
Operating Capital Total
Charges for Grants and Grants and Governmental
Expenses Service Contributions  Contributions Activities
FUNCTIONS/PROGRAMS
GOVERNMENTAL ACTIVITIES
INSTRUCTION
Regular education $ 165,582,364 $ 526,458 $ 17,681,395 $ 18,051,514 $ (129,322,997)
Special education 37,026,409 - 16,555,131 - (20,471,278)
Total instruction 202,608,773 526,458 34,236,526 18,051,514 (149,794,275)
SUPPORT SERVICES
Administration 6,386,851 - 255,345 - (6,131,506)
Mid-level administration 26,072,717 - 712,235 - (25,360,482)
Student personnel services 1,436,079 - 660 - (1,435,419)
Student health services 3,124,660 - 86,475 - (3,038,185)
Student transportation services 16,827,410 - 171,505 - (16,655,905)
Operation of plant 23,947,509 - 672 - (23,946,837)
Maintenance of plant 8,513,146 - - - (8,513,146)
Community services 263,956 310,028 31,448 - 77,520
Food services 6,189,745 4,369,367 1,879,291 - 58,913
Total support services 92,762,073 4,679,395 3,137,631 - (84,945,047)
TOTAL GOVERNMENTAL
ACTIVITIES $ 295,370,846 $ 5,205,853 $ 37,374,157 $ 18,051,514 (234,739,322)
GENERAL REVENUES
Local appropriations 135,806,760
State Aid 101,341,046
Interest and investment earnings 533,242
Miscellaneous 404,895
Total general revenues 238,085,943
CHANGES IN NET ASSETS 3,346,621
NET ASSETS, BEGINNING OF YEAR 272,917,221
NET ASSETS, END OF YEAR $ 276,263,842

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
13



BOARD OF EDUCATION OF CARROLL COUNTY

ASSETS
Cash and cash equivalents
Investments
Accounts receivable
Due from other funds

Due from other units of government

Inventory
Other current assets

TOTAL ASSETS

LIABILITIES
Accounts payable

Accrued salaries and fringes

Accrued health claims
Accrued expenses

Due to other funds

Due to other governments
Deferred revenue

Total liabilities

FUND BALANCES
Reserved for:
Encumbrances
Inventories
Prepaid
Unreserved:
Undesignated

Total fund balances

TOTAL LIABILITIES AND
FUND BALANCES

These financial statements should be read onlgmmection with

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2006

Food Capital Total
General Services Projects Governmental

Fund Fund Fund Funds
11,973,892% 7,565 $ - $ 11,981,457
1,281,727 - - 1,281,727
740,854 5,061 - 745,915
107,173 847,488 - 954,661
20,964,028 39,198 2,546,527 23,549,753
367,796 254,626 - 622,422
474,164 - - 474,164

$ 35909,63 $ 1,153931 $ 2,546,527 $ 39,610,09
1,174,517 $ 15,567 $ 2,362,841 $ 3,552,925
15,432,026 482,867 - 15,914,893
2,922,582 - - 2,922,582
5,490,971 - - 5,490,971
2,509,771 - 183,686 2,693,457
173,826 - - 173,826
1,507,633 3,324 - 1,510,957
29,211,326 501,758 2,546,527 32,259,611
6,172,866 97,122 - 6,269,988
367,796 254,626 - 622,422
412,500 - - 412,500
(254,854) 300,432 - 45,578
6,698,308 652,180 - 7,350,488
$ 35909,63 $ 1,153931 $ 2,546,527 $ 39,610,09

the accompanying summary of significant accoungiolicies

14

and notes to financial statements.



BOARD OF EDUCATION OF CARROLL COUNTY
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SH EET
TO THE STATEMENT OF NET ASSETS
June 30, 2006

Total fund balances — governmental funds (page 14) $ 7,350,488

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF NET ASSETS ARE DIFFERENT BECAUSE:

Capital assets used in governmental activitiesnatefinancial resources and
therefore are not reported as assets in governhientts. The cost of these assets
is $429,540,812, and the accumulated depreciati®(li27,906,547). 301,634,265

Long-term liabilities are not due and payablénimdurrent period and therefore are
not reported as liabilities in the funds. Longatdiabilities at year-end consist of
capital leases obligations and compensated abspagable. (32,672,622)

Accrued interest is reported when due and payabtlee funds and is reported

when incurred on governmental activities. (48,289)
TOTAL NET ASSETS, GOVERNMENTAL ACTIVITIES (page 12) $ 276,263,842

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES - GOVERNMENTAL FUNDS

REVENUES
Local sources
State sources
Federal sources
Earnings on investments
Charges for services
Miscellaneous revenues

Total revenues

EXPENDITURES
Administration
Instruction
Student personnel services
Student health services
Student transportation services
Operation of plant
Maintenance of plant
Fixed charges
Mid-level administration
Community services
Special education
Costs of operation - food services
Capital outlay

Total expenditures
NET CHANGE IN FUND BALANCES

FUND BALANCES,
BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

Year Ended June 30, 2006

General
Fund

Capital Total
Projects Governmental
Fund Funds

$ 135,574,426 $

$ 11,111,428 $146,685,854

124,190,375 6,940,086 131,178,663
12,179,488 - 13,937,868
498,071 - 533,242
836,486 - 5,205,853
1,103,278 - 1,175,986
274,382,124 18,051,514 298,717,466
4,990,209 - 4,990,209
126,642,133 - 126,642,133
1,243,868 - 1,243,868
2,554,652 - 2,554,652
16,402,932 - 16,402,932
20,688,137 - 20,688,137
7,474,310 - 7,474,310
39,459,554 - 39,459,554
21,843,780 - 21,843,780
287,213 - 287,213
31,398,223 - 31,398,223
- - 6,290,687
756,674 18,051,514 18,808,188
273,741,685 18,051,514 298,083,886
640,439 - 633,580
6,057,869 - 6,716,908
$ 6,698,300 $ $ - $ 7,350,48:

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

June 30, 2006

Total net change in fund balances — governmentalSi{page 16) $ 633,580

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF ACTIVITIES ARE DIFFERENT BECAUSE:

Capital outlays are reported in governmental fuasdsxpenditures. However, in

the Statement of Activities, the cost of those &ss$e allocated over their

estimated useful lives as depreciation expensds iglthe amount by which

capital outlay, which is capitalized $16,198,93&e=ds depreciation expenses,

$10,981,059, in the period. 5,217,877

In the Statement of Activities, compensated absgrare measured by the

amounts earned during the year. In the governrhdntads, however,

expenditures for compensated absences are medsuteelamount of financial

resources used (essentially, the amounts actuaity gr expected to be paid

within one year). This year, vacation and sickvée@arned exceeded the

amounts used by: (3,527,807)

The execution of a capital lease agreement prewiderent financial resources

to governmental funds, while the repayment of #asé principal consumes the

current financial resources of governmental fuldisither transaction, however,

has any effect on net assets. This is the amduprircipal payments on the

lease obligation for this year. 803,513

In the Statement of Activities, only the gain@s$ on sale of the capital assets is

reported. In the governmental funds, however, gheceeds from the sale

increase financial resources. Thus, the changeirassets differs from the

change in fund balance by the net book value ot#pital assets disposed. (12,639)

Some expenses reported in the Statement of Aeswilo not require the use of
current financial resources, and therefore, arereyorted as expenditures in
governmental funds. 232,097

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES
(page 13) $ 3,346,621

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2006

Agency
Fund

ASSETS

Cash and cash equivalents $ 431,722

Due from other funds 1,738,796

Accounts receivable 200

Prepaid expenses 1,708
TOTAL ASSETS $ 2,172,426
LIABILITIES

Accounts payable $ 332,756

Due to student groups 1,839,670
TOTAL LIABILITIES $ 2,172,426

These financial statements should be read onlgmmection with
the accompanying summary of significant accoungiolicies
and notes to financial statements.
18



BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

FINANCIAL REPORTING ENTITY

The Board of Education of Carroll County (the Bgasicurrently constituted was established under
Title 3, Subtitle 103, Education, of the Annotaaalde of Maryland. The Board is a five-member
elected body responsible for the operation of Gla@ounty Public Schools.

The Board of Education of Carroll County is a comguat unit of Carroll County, Maryland by
virtue of the County’s responsibility for levyingxes and its budgetary control over the Board of
Education. The Board does not have any compomets, @as it does not have any entities that it is
considered to be financially accountable for iromdance with Governmental Accounting Standards
Board (GASB) Statement No. 14 and as amended byBa3tatement No. 39.

The financial statements of the Board are prepareahformity with generally accepted accounting
principles (GAAP) applicable to governments in thated States of America.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

In June 1999, GASB issued Statement No.B&sic Financial Statements — and Management'’s
Discussion and Analysis — for State and Local Gowvemts This statement was amended by
Statement No. 41, insofar as to the reporting afgetary data. This statement, known as the
“Reporting Model” statement, affects the way thelprepares and presents financial information.

The statement was developed to make annual regastsr to understand and more useful to the
people who use governmental financial informatmmiake decisions and includes:

Management’s Discussion and Analysis GASB Statement No. 34 requires that financial
statements be accompanied by a narrative intramlucind analytical overview of the
government’s financial activities in the form of amagement’s discussion and analysis”
(MD&A). This analysis is similar to the analysisany private sector entities provide in their
annual reports.

Government-Wide Financial Statements The reporting model includes financial stateraent
prepared using full accrual accounting for all lné government’s activities. This approach
includes not just current assets and liabilitiegcsas cash and accounts payable), but also
capital assets and long-term liabilities. Accraetounting also reports all of the revenues and
cost of providing services each year, not justéheseived or paid in the current year or soon
thereafter. Fiduciary funds are not included inggoment-wide financial statements.

The basic financial statements include both govemtrwvide (based on the Board as a whole) and
fund financial statements. The Board does notg@agabusiness-type activities and, as such, issues
single column government-wide financial statememsthe Government-Wide Statement of Net
Assets, both the governmental activities’ assetksliabilities (a) are presented on a consolidated
basis and (b) are reflected on a full accrual, enua resource basis, which incorporates non-current
assets and receivables as well as long-term oldigat

19



BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (CONTINUED)

Statement of Net Assets The Statement of Net Assets is designed to displayitiacial
position of the primary government. The Board régall capital assets in the government-wide
Statement of Net Assets and reports depreciatiparese — the cost of “using up” capital assets
— in the Statement of Activities. The net assdtshe Boardare broken down into three
categories — 1) invested in capital assets, nedlafed debt; 2) restricted; and 3) unrestricted.

Statement of Activities- The Government-Wide Statement of Activities mpexpenses and
revenues in a format that focuses on the costabf Baard function. The expenses of individual
functions are compared to the revenues generatectlgiby the function (for instance, through
user charges or intergovernmental grants). Thiesetly matched revenues are called program
revenues. This format enables the Government-Bidiement of Activities to reflect both the
gross and net cost per functional category (regustruction, special instruction, pupil
transportation, etc.) that are otherwise being stpg by general government revenues.

Program revenues must be directly associated with@ion and are restricted to meeting the
operational or capital requirements of a partictuaction or activity. Multi-purposed grants
and other items not properly included among progewranues are reported as general revenues.
The operating grants include operating-specific disdretionary (either operating or capital)
grants while the capital grants column reflectstedyspecific grants.

Direct expenses are considered those that ardycidantifiable with a specific function or
segment. The Board does not allocate indirect resgse

Fund Financial Statements -Separatdinancial statements are provided for governmental
funds. Major individual governmental funds areared as separate columns in the fund
financial statements.

In the fund financial statements, financial tratigsnxs and accounts of the Board are organized
on the basis of funds. The operation of each famdnsidered to be an independent fiscal and
separate accounting entity, with a self-balancietgo$ accounts recording cash and/or other
financial resources together with all related ligiles and residual equities or balances, and
changes therein, which are segregated for the parpb carrying on specific activities or
attaining certain objectives in accordance withcgdeegulations, restrictions, or limitations.
The fund statements are presented on a curremicisaesource and modified accrual basis of
accounting. Since the governmental fund statensstpresented on a different measurement
focus and basis of accounting than the governméte-gtatements’ governmental activities
column, a reconciliation is presented which briedlyplains the adjustments necessary to
reconcile the fund financial statements to the gawental activities column of the government-
wide financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (CONTINUED)

Budgetary Comparison Schedules Demonstrating compliance with the adopted budgs
important component of a government’s accountatiithe public. Many citizens participate
in the process of establishing the annual operdtirtpets of state and local governments, and
have a keen interest in following the financialgness of their governments over the course of
the year. The Board and many other governmenisaévweir original budgets over the course of
the year for a variety of reasons. A budgetary gamson schedule of the Board’s original
budget to the final budget and actual resultses@mted as required supplementary information.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCI AL STATEMENT
PRESENTATION

The government-wide financial statements are reparsing the economic resources measurement
focus and the accrual basis of accounting. Rewweareerecorded when earned and expenses are
recorded when a liability is incurred, regardlekthe timing of related cash flows.

Nonexchange transactions are where the Board ajilies or receives value without directly
receiving or giving equal value in exchange inclutte example, grants and contributions.
Revenues from grants and contributions are recedniz the fiscal year in which all eligibility
requirements have been satisfied.

It is the Board’s policy to first use restrictesgeats for expenses incurred for which both restiicte
and unrestricted assets are available unless &nwetgh is required. Where a local match is
required, the expense is allocated to restrictedusmestricted assets based on the required match
percentages.

Governmental fund financial statements are repousihg the current financial resources
measurement focus and the modified accrual basisagiunting. This focus is on the determination
of, and changes in financial position, and gengmatily current assets and current liabilities are
included on the Balance Sheet. Revenues are et@s soon as they are both measurable and
available. Revenues are considered to be availdida they are collectible within a current period
or soon enough thereafter to pay liabilities of tuerent period. For this purpose, the Board
considers revenues to be available if they arectdt within 60 days of the end of the currentlisc
period. The major revenue sources subject tovhiedility criterion are the local, state, anddeal
revenues. Expenditures generally are recorded vehkability is incurred, as under accrual
accounting. However, debt service expendituresraoerded only when payment is due.
Expenditures related to compensated absences @elee when payment is due or due when
payable to resignations or retirements.
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCI AL STATEMENT
PRESENTATION (CONTINUED)

The following types of transactions are reporteg@gram revenues. Tuition paid directly by
students and parents is identified as chargesefwices. Additionally, sales associated with the
Food Service Operation are identified as chargesdivices, while state and federal support far thi
function is identified as operating grants and gbations. Grant-related revenue that is spedifica
restricted for use by a particular function is saped in the Statement of Activities.

The Board reports the following major governmefualds:

General Fund— The General Fund is the operating fund of therBand is used to account for
the revenues and expenditures necessary for thioddgy operation of the Board. This fundis
used to account for all financial resources extepde required to be accounted for in another
fund.

Food Service Fund— The Food Service Fund is used to account forofyerations of the
cafeteria program throughout the school system.

Capital Improvements Project Fund — The Capital Improvements Project Fund is used to
account for the financial resources to be usethi®acquisition or construction of the Board’s
major capital facilities.

Additionally, the Board reports the following fidiacy fund:

School Fund— The School Fund is a fiduciary fund used to aotdor the funds held by the
Board in a trustee capacity. The school funds @acéor the funds of other persons or
organizations which are the direct responsibilftthe principals of the respective schools. This
is an agency fund with no measurement focus asasdgts and liabilities are reported on the
accrual basis.

As a general rule, the effect of interfund and rinéé activity has been eliminated from the
government-wide financial statements including3ketement of Activities. Interfund balances
are not included in the Government-Wide Stateménet Assets. The Board distinguishes
overhead costs, which are eliminated in the preparaf the Statement of Activities from
interfund services provided and used between fonstiwhich are not eliminated in the
Statement of Activities in the financial statemelatsing process. The Board does not allocate
indirect expenses to functions in the fund finahsiatements.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY
Investments

Investments are reported at fair market value aoatance with GASB Statement No. 31.
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)

Receivables and Payables

All interfund receivables and payables are displagehe fund statements as “due to/due from other
funds.” These amounts offset each other and amgnglted from the government-wide Statement of
Net Assets, so as to not overstate the Board'$saasd liabilities. All trade receivables are nepd

net of an allowance for uncollectibles.

Inventory

Inventory consists of expendable supplies and fedd for consumption and is valued at cost (first-
in, first-out). Inventory is reflected in the finaal statements by the consumption method. Under
this method, the expenditure is recognized wheentwry is used. In the fund financial statements,
these inventories are offset by a fund balancevesghich indicates that they do not constitute
available expendable resources, even though tleeg eaomponent of assets.

Prepaid Items

Certain payments to vendors reflect costs appkcehiuture accounting periods and are recorded as
prepaid items in both government-wide and fundrfoial statements.

Capital Assets

Capital assets, which include land and improveménitdings and improvements, and equipment,
are reported in the government-wide financial statets. Capital assets are defined by the
government as assets with an initial, individuatad more than $1,000 and an estimated useful life
in excess of one year. Such assets are recordadtatical cost or estimated historical cost if
purchased or constructed. Donated capital assete@orded at estimated fair market value at the
date of the donation.

The costs of normal maintenance and repairs thabtladd to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvemergscapitalized as projects are constructed.

Capital assets are depreciated using the straimghitethod over the following estimated useful
lives:

Years
ASSETS
Buildings 50
Improvements 20
Equipment 3-10
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)
Deferred Revenues

Deferred revenues represent amounts received frantags in advance of incurrence of eligible
expenditures for reimbursable-type grants and whocsmmodities at June 30, 2006, since title does
not pass to the Board until the commodities arel.use

Compensated Absences Payable

The current portion of compensated absences teahhtured due to resignations or retirements is
included in accrued wages in the General Fund.Baed recognizes expenditures for these items,
which include salaries and salary related paymestsncurred. Vested absences earned but not
taken were $24,062,693 at June 30, 2006 and destexl in the entity wide Statement of Net
Assets.

These absences consist primarily of sick and vacditne earned but not taken. Employees hired
prior to July 1, 1997 meeting specified servicaursgments are eligible to accumulate sick time and
upon retirement, are entitled to payment for unusiek time at 50% of their current daily rate.
Employees hired prior to July 1, 1997 may accuneulatused sick time and will be paid for a
maximum of 250 days or their accumulated balancéuae 30, 2003, whichever is greater.
Employees hired July 1, 1997 and later are eligim@ccumulated unlimited sick time but are not
entitled to payment for unused sick time upon eetient. There is a maximum accrual of 30
vacation days for those employees eligible to eachaccumulate vacation time.

Encumbrances

Encumbrance accounting, under which purchase qraensracts, and other commitments for the
expenditure of monies are recorded in order tavedbat portion of the applicable appropriati@n, i
employed as an extension of budgetary integratiotihé General Fund, Capital Improvements
Project Fund and Food Service Fund, and encumlsandstanding at year-end are reported as
reservations of fund balances since they do nodtdate expenditures or liabilities.

School Construction Debt

The Board is not obligated to repay principal eerast on any debt incurred for school construction
Such bonds and loans are obligations of the Cogmigrnment. Accordingly, the Board does not
record school construction debt service revenugeralitures, or outstanding school construction
debt. The authorization for annual expenditurésted to debt service emanate from the Carroll
County Operating Budget Ordinance.
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)
Fund Equity

In the fund financial statements, governmental fuegbort reservations of fund balance for amounts
that are not available for appropriation or arealgrestricted by outside parties for use for a

specific purpose. Designations of fund balanceesgnt tentative management plans that are
subject to change. Fund balances in the goverrah&ntds are reserved for encumbrances to
indicate the amounts are not available for othgeexitures.

This information is an integral part of the accomgag financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 1 -BUDGETS AND BUDGETARY ACCOUNTING POLICIES

Legal budgetary control is employed for the GenEradd only. The School Fund does not have a
legally adopted annual budget. Capital Projectdadgeted on a project basis only. Management
employs budgetary control over the Food ServicadRanoperational purposes only.

The Board follows these procedures in establisthiegoudgetary data reflected in these financial

statements:
1.

10.

11.

Prior to December, the staff accumulates and sumesadata for a proposed
operating budget (General Fund).

During January, the Superintendent of Schools sisaproposed operating budget
to the Board.

Public hearings are held to obtain citizens’ comisien
During February, the Board adopts the proposed diudg

On March 1, the budget is submitted to the Cai@adunty Commissioners for
approval.

During April, the budget is reviewed by the Cou@gmmissioners. Additional
public hearings are held to obtain citizens’ comtaen

. During May, the County Commissioners hold final tregs and adopt the budget

which becomes effective July 1.

The General Fund budget is adopted on a basisstenswith GAAP except for the

inclusion of encumbrances as expenditures andxitieston of pension payments
made by the State on behalf of the Board. Budgetparisons presented in this
report are on a non-GAAP budgetary basis. Thamedjgupplementary information

budgetary comparison schedule reflects the budgetreended.

Request for transfers between major categories brisubmitted to the County
Commissioners for approval or denial. No actiorthii thirty (30) days of
submission constitutes approval.

Requests for transfers between major categorie$ Ineusubmitted to the County
Commissioners for approval or denial. No actionhwitthirty (30) days of
submission constitutes approval.

Expenditures may not legally exceed appropriatairthe major category level. In
addition, all appropriations lapse at year-end.
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 1 - BUDGETS AND BUDGETARY ACCOUNTING POLICIES (CONTINUED)

During the year, the County Commissioners adoptpglemental appropriations for the Board of
Education’s General Fund budget. The approved étudgd supplemental appropriations are
presented below:

Original operating budget approved by the Countyn@issioners $ 263,810,070
Approved supplemental appropriations 2,736,911
Amended Operating Budget for Fiscal Year 2006 $ 266,546,981

NOTE 2 — CASH AND CASH EQUIVALENTS

The Board of Education maintains pooled and varsggmrate cash accounts for its funds. The cash
balances of the School Fund (see Statement of iaidudet Assets) consist of individual demand
accounts maintained by the schools. The Boardiderssany instrument with a maturity of three
months or less when purchased, as cash equivalents.

Deposits

At year-end, the carrying value of the Board’s caoml deposits including amounts invested in
repurchase agreements was $11,981,457 and $1,Z8W&% invested in the Maryland Local
Government Investment Pool. The bank balance pbslies, including amounts invested in
repurchase agreements, was $16,316,067 and cabhnohwas $150. Of the bank balance,
$322,507 was covered by federal depository ins@wand $15,993,557 was covered by collateral
held by the financial institution’s trust departrhenthe Board’s nameStatutes authorize secured
time deposits in Maryland banks. Statutes requimi@sured deposits to be fully collateralized.
Therefore, under the reporting requirements of @Guwental Accounting Standards Board
Statement No.40, the Board’s deposits are not sutgjeustodial or credit risk at year-end. Beeaus
of the short-term maturity and type of the invegttsdhere is limited interest rate risk.

Investments

Statutes authorize the Board to invest in obligegiof the U.S. Government, federal government
agency obligations, and repurchase agreementssstoydirect government or agency obligations.

The Board is a participant of the Maryland Locav&mment Investment Pool (MLGIP), which
provides all local government units of the Statea#e investment vehicle for the short-term
investment of funds. The State Legislature cre®te®IP with the passage of Article 95 22G, of
the Annotated Code of Maryland. The MLGIP, undex administrative control of the State
Treasurer, has been managed by a single Baltimioased financial institution, Mercantile-Safe
Deposit and Trust Company. The pool has a AAAimgdtom Standard and Poors and maintains a
$1.00 per share value. An MLGIP Advisory Committdecurrent participants was formed to
review, on a quarterly basis, the activities of fumd and to provide suggestions to enhance the
pool. The fair market value of the pool is the saams the value of the pool shares.
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 2 — CASH AND INVESTMENTS (CONTINUED)

Investments

Additionally, in accordance with reporting requiremts of GASB Statement No. 40, the Board does
not have any interest rate risk associated witlestments. Investments in the MLGIP and
repurchase agreements are priced on a daily atlisfunds availability also on a daily basis. It
should also be noted that the Board does not haydomeign currency risk associated with any
investments.

NOTE 3 — INVENTORY

Inventory consists of the following for the geneftaid:

Custodial supplies $ 169,201
Equipment, repair and maintenance supplies 198,59
Food service supplies 28,643
Food 225,983
Total inventories $ 622,422

NOTE 4 — CAPITAL ASSETS

Capital asset activity for the fiscal year endexel80, 2006 was as follows:

Balance at Balance at
GOVERNMENTAL ACTIVITIES June 30, 2005 Increases Decreases June 30, 2006
CAPITAL ASSETS NOT BEING DEPRECIATED
Land and improvements $ 12,341,315 $ -3 (2,063) $ 12,339,252
Construction in progress 36,947,265 7,807,762 _(27,324,024) 17,431,003
Total capital assets, not being depreciated 288580 7,807,762 (27,326,087) 29,770,255
CAPITAL ASSETS BEING DEPRECIATED
Equipment 35,288,559 4,150,534 (1,474,208) 37,964,885
Equipment under capital lease 4,816,683 - - 4,816,683
Building and improvements 325,424,325 31,564,664 - 356,988,989
Total capital assets being depreciated 3655679, 35,715,198 _ (1,474,208) _ 399,770,557
LESS — ACCUMULATED DEPRECIATION
Building and improvements 88,253,800 7,873,497 - 96,127,297
Equipment under capital lease 4,816,683 - - 4,816,683
Equipment 25,318,637 3,107,562 _ (1,463,632) 26,962,567
Total accumulated depreciation 118,389,120 10,981,059 _ (1,463,632) _ 127,906,547
Total capital assets, being depreciated, net 207447 24,734,139 (10,576) _ 271,864,010
CAPITAL ASSETS, NET $296,429,027 $ 32,541,901 $(27,336,663) $301,634,265
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 4 — CAPITAL ASSETS (CONTINUED)

Depreciation expense for the year was chargednictiins as follows:

Regular education $ 9,297,844
Special education 135,942
Administration 343,038
Mid level administration 110,957
Student personnel services 22,422
Student health services 2,885
Student transportation services 106,603
Operation of plant 694,962
Maintenance of plant 227,395
Food services 39,011
Total depreciation expense — governmental activitge $ 10,981,059

At June 30, 2006, the Board has construction comerits consisting of the following:

Future Future
Amounts to Funding to
be Expended be Provided

West Middle HVAC $ 1,811,669 $ -
Ebb Valley Elementary 6,089,500 6,089,500
Full Day Kindergarten 5,809,260 5,809,260
Total $ 13,710,429 $ 11,898,760

NOTE 5 — INTERFUND BALANCES

The composition of interfund balances as of June€B06 is as follows:

Receivable Fund Payable Fund Amount

Food Service Fund General Fund $ 630,115
Food Service Fund Capital Projects Fund 1,120
School Fund General Fund 1,879,656
School Fund Capital Projects Fund 75,393
Food Service Fund School Fund 216,253
General Fund Capital Projects Fund 107,173
Total $ 2,909,710

The interfund balances resulted from the time letyvken the dates that payments of expenses and
cash collections by one fund on behalf of anotihemaade.
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 6 — LONG-TERM DEBT

Long-term debt at June 30, 2006 consists of amaduresunder capital leases and compensated
absences payable as further discussed in the Synmin&rgnificant Accounting Policies.

During the fiscal year ended June 30, 2006, newaldpases were entered into by the Board. In
October of 2004, Phase IV of an energy managemkam was entered into providing air
conditioning to three elementary schools. Addaiby the plan will upgrade water and lighting
fixtures.

The Board leases energy management equipment ptitsgapital lease agreements entered into in
prior years. Payments made on capital leasesaoeded in the General Fund. Future minimum
lease obligations are as follows:

Energy
Management
Year Ending June Equipment
2007 $ 716,818
2008 738,322
2009 760,472
2010 783,286
2011 806,785
5 years ending 2016 3,476,544
5 years ending 2021 3,735,106
Total future payments 11,017,333
Less interest (2,407,404)
Present value of future
minimum lease payments $ 8,609,929

The net book value of assets under capital leasera 30, 2006 is $0. Amortization expense
related to assets under capital lease is include@preciation expense.

Interest expense related to capital leases was, 3668or the year ended June 30, 2006. This
amount was allocated to functions as follows:

Maintenance of plant and equipment $ 568,361

Changes in capital lease obligations for the yeded June 30, 2006 were as follows:

Balance at June 30, 2005 $ 9,413,442
Additions -

Reductions (803,513)
Balance at June 30, 2006 8,609,929
Amounts due within one year (414,002)
Capital lease obligations non-current $ 8,195,927
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 6 — LONG-TERM DEBT (CONTINUED)

Changes in compensated absences payable for thenged June 30, 2006 were as follows:

Balance at June 30, 2005 $ 20,534,886
Additions 4,989,680
Reductions (1,461,873)
Balance at June 30, 2006 24,062,693
Amounts due within one year (2,050,000)
Compensated absence non-current portion $ 22,012,693

Capital lease and compensated absence liabiliteegemerally liquidated by the General Fund.
NOTE 7 — PENSION PLAN

The employees of the Board are covered by the Bi&tieement and Pension System of Maryland
which is a cost sharing employer public employéeament system (the State System). Most Board
employees participate in the State System. Thie Stgstem prepares a Comprehensive Annual
Financial Report, which can be obtained from thateSRetirement and Pension Systems of
Maryland at 120 East Baltimore Street, Baltimorariand 21202.

Plan Description

The State System, which is administered in accaelanth Article 73B of the Annotated Code of
Maryland, consists of the several plans which aaeaged by the Board of Trustees for the State
System. All State employees and employees ofdhtecppating entities are eligible for coverage by
the plans. The State System provides retiremeathd and disability benefits in accordance with
State statutes.

Funding Policy

The Board’s required contributions are based uptueaial valuations. Effective July 1, 1980, in
accordance with the law governing the State Sysadirbenefits of the State System are funded in
advance. The entry age normal cost method isdfo@al cost method used. Both the Board and
covered employees are required by State statatentoibute to the State System. The employees
contribute 2% to 7% of compensation, as definegedding on the participant’s plan.

The contribution requirements of the State Systeembers, as well as the State and participating

governmental employees are established and mayéeded by the Board of Trustees for the State
System. Benefits are provided in accordance widibeSstatutes.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 7 — PENSION PLAN (CONTINUED)
Funding Policy (Continued)

The State makes a substantial portion of the Beaadhual required contributions to the State
System on behalf of the Board. The State’s coutidins on behalf of the Board for the years ended
June 30, 2006, 2005, and 2004 amounted to $123B0$11,582,831, and $10,883,129,
respectively. The fiscal 2006 contributions magldhe State on behalf of the Board have been
included as both revenues and expenditures in émeal Fund in the accompanying Statement of
Revenues, Expenditures, and Changes in Fund Balark are also included as revenues and
expenses on the Statement of Activities.

The Board made its share of the required contimstduring the years ended June 30, 2006, 2005,
and 2004 of $1,130,506, $1,081,932, and $679,43pectively.

The contributions are sufficient to fund normaltsasnd amortize the unfunded actuarial accrued
liability over a 40-year period (as provided by jJdvom July 1, 1980.

NOTE 8 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

The Board provides medical benefits to retireesyamt to two medical benefit plans for retired
employees based on negotiated agreements withugdrargaining groups. For retirees over the age
of 65 who retired prior to September 1, 1988, tacentage of the premium paid by the Board is
dependent upon the retiree’s years of serviceamgis from 10% to 100%. For retirees who retired
after September 1, 1988, the percentage of theipremaid by the Board is dependent upon the
retiree’s years of service and ranges from 0% @94.0These percentages are applied to premiums
established annually by the Board for individualsihand/wife, parent/child, and family coverages.
Only Carroll County Board of Education years ofves are considered. The employer’s
contributions are financed on a pay-as-you-go basisthe future payment of these benefits is
contingent upon the annual approval of the opegabudget. The medical benefits paid by the
Board for the year ended June 30, 2006 were $13404, As of June 30, 2006, 702 eligible
participants were receiving benefits.

The Board has not assessed the impact on its fadaposition or results of operations of
implementing GASB Statement No. 4%ccounting and Reporting by Employers for
Postemployment Benefits Other Than Pensidrss statement will be effective for the Boand i
fiscal year 2008. It will require prospective rgodion of the cost of these benefits as they are
earned rather than as they are paid in the goveramide and proprietary and fiduciary fund
financial statements. Recognition in governmeiotadl financial statements will be on the modified
accrual basis.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2006

NOTE 9 — LITIGATION AND CONTINGENCIES

Several suits have been filed arising from persbgmevances, personal injury, and other matters. |
is anticipated by the Board that an adverse detisiexcess of insurance coverage on any or all of
these suits would not have a material adversetaffethese financial statements.

Amounts received or receivable from grant agermiesubject to audit and adjustment by grantor
agencies. Any disallowed claims, including amoairtsady collected, may constitute a liability of
the applicable funds. Amounts, if any, of expemdis that may be disallowed by grantors cannot be
determined at this time, although the Board expgath amounts, if any, to be immaterial.

NOTE 10 — RISK MANAGEMENT

The Board is exposed to various risks of loss eél#b torts; theft of, damage to and destruction of
assets; errors and omissions; and natural disdstexhich the Board participates in the Maryland
Association of Boards of Education Group Insura®cel (MABE). MABE is a public entity risk
pool currently operating as a common risk managéarehinsurance program for fourteen member
counties to reduce the amount of claims expenditiairred. The Board pays an annual premium
to MABE for its general insurance coverage. Thentaion Agreement of MABE provides that
MABE will be self-sustaining through member premaiand will reinsure through commercial
companies for claims in excess of establishedilwss which range from $2,500 to $5 million for
each insured event depending on the type of I8s#tled claims did not exceed coverage in any of
the past three years.

Commercial insurance policies are purchased toigeaoverage including workers’ compensation
coverage. Settled claims did not exceed coverageay of the past three years.

The Board has also established limited risk managéprograms for healthcare insurance. Inthe
past, healthcare insurance was covered by a thitg parrier. Effective January 1, 1998, the Bpard
with Aetna U.S. Healthcare, established a new gaar@nt of providing coverage for future medical
claims. Effective July 1, 2005, employees contelib% towards this coverage. Deposits are made
by the Board into a bank account used only for gayiresulting from health insurance claims.

Liabilities are reported when it is probable thadss has occurred and the amount of the lossean b
reasonably estimated. At June 30, 2006, liakilitreclude an amount for claims that have been
incurred but not reported (IBNR). Claim liabilgiare calculated by an actuary based on the effects
of inflation, recent claim settlement trends inéhgdfrequency and amount of payouts and other
economic and social factors. The estimate of thens liability also includes amounts for non-
incremental claim adjustment expenses related ézifsp claims and other claim adjustment
expenses regardless of whether allocated to spelafms. Estimated recoveries, for example, from
salvage or subrogation are another component ofldis liability estimate. The liability for
claims and judgments is reported in the GeneratiFGhanges in the balances of claims liabilities
are as follows:
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NOTES TO FINANCIAL STATEMENTS
June 30, 2006
NOTE 10 — RISK MANAGEMENT (CONTINUED)

Year Ended June 30,

2006 2005
ACCRUED HEALTH CLAIMS
Unpaid claims at beginning of year $ 2,408,964 812,423
Incurred claims (including IBNR) 24,675,299 104694
Claim payments (24,161,735) (21,309,153)
UNPAID CLAIMS AT END OF YEAR $ 2922528 $ 2,408,964

This information is an integral part of the accomgag financial statements.
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BOARD OF EDUCATION OF CARROLL COUNTY
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
Fiscal Year Ended June 30, 2006

Variances
Positive
(Negative)
Original Final Non-GAAP Final Budget
Budget Budget Actual To Actual
REVENUES
Local sources $ 135,585,160 $135,806,760 $135,806,760 $ -
State sources 112,073,349 112,909,088 112,052,465 (856,623)
Federal sources 14,041,780 14,927,652 12,248,344 (2,679,308)
Other revenues 2,109,781 2,903,481 2,442,677 (460,804)
Total revenues 263,810,070 266,546,981 262,550,246 (3,996,735)
EXPENDITURES
Administration 5,076,585 5,259,719 5,128,289 131,430
Instructional salaries 109,174,665 107,739,666 106,538,013 1,201,653
Student personnel services 1,161,693 1,193,693 1,179,554 14,139
Student health services 2,520,070 2,485,912 2,391,438 94,474
Student transportation services 16,908,247 16,487,769 16,462,297 25,472
Operation of plant 19,043,452 20,829,240 20,610,339 218,901
Maintenance of plant 5,915,739 7,001,480 6,974,746 26,734
Fixed charges 41,229,472 39,568,865 39,450,539 118,326
Community services 351,380 370,761 287,256 83,505
Capital outlay 747,256 1,019,256 1,014,078 5,178
Mid-level administration 20,098,311 20,426,644 20,366,063 60,581
Special education 30,516,649 31,411,955 29,945,697 1,466,258
Instructional textbooks/supplies 8,011,519 8,591,455 8,318,164 273,291
Other instructional costs 3,055,032 4,160,566 3,520,443 640,123
Total expenditures 263,810,070 266,546,981 262,186,916 4,360,065
Excess of revenues over expenditures - - 363,330 (363,330)
FUND BALANCE AT JUNE 30, 2005 - - - -
Transfer to County - - (363,330) 363,330
FUND BALANCE AT JUNE 30, 200€  $ - $ - $ - $ -
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
June 30, 2006

NOTE 1 - BUDGETARY BASIS OF ACCOUNTING

Under the budgetary basis of accounting, revenuesexognized when cash is received and
expenditures are recognized upon the commitmeart e@hcumbrance. Pension payments made by
the State on behalf of the Board are not consideneshues and expenditures on the budgetary basis
of accounting.

NOTE 2 - BUDGETARY TO GAAP RECONCILIATION
A reconciliation of the revenues and expendituras the funds which are affected by the
adjustments necessary to present the StatemepvehBes and Expenditures and Changes in Fund

Balance on a GAAP basis follows:

BUDGETARY GENERAL FUND

Revenues (non-GAAP budgetary basis) $ 262,550,246
Increase in fiscal year revenues generated byl fysca

changes in encumbrances of expenditure drivertgran (143,270)
Prior year non-GAAP fund balance transferred tor@pu (205,489)
State pension payments 12,180,637
Revenues and other financing sources (GAAP basis) $ 274,382,124
Expenditures (non-GAAP budgetary basis) $ 262985,
Encumbrance adjustment, net (1,567,274)
State pension payments 12,180,637
Expenditures financed through capital leases 4081,
Expenditures (GAAP basis) $ 273,741,685
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Local

Carroll County Government

State

State share of current expense

Sources

of Maryland

Pupil transportation
Special Education

Compensatory Education
Handicapped Non-Public Placement

Judy Center
Aging Schools

Limited English Proficient
Infant and Toddlers Program

EEEP

Adult Education and Literacy Services

Other state

United States Government

Total state

Special Education

Medical Assistance Program

Title | Grants to Local Educational Agencies
Twenty-First Century Community Learning Centers
Improving Teacher Quality State Grants

Career and Technology Education

Adult Education - State Grant Program

Fund for the Improvement of Education

Innovative Education Program Strategies
Education Technology State Grants

Other federal revenue

Total federal

Miscellaneous
Rebates

Medicare Part D rebate
Sale of surplus equipment
Other miscellaneous
Total miscellaneous

Local

Tuition and fees:

Rental of school facilities

Athletic fees
Summer school
Outdoor school

Nonresident pupils

Adult education
Other tuition

Interest income
Other local

Total local

Incoming Transfers

From other school units within Maryland
From other school units outside Maryland

Total transfers

TOTAL REVENUES

GENERAL FUND

June 30, 2006
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BOARD OF EDUCATION OF CARROLL COUNTY

SCHEDULE OF REVENUES COMPARED TO BUDGET
(NON-GAAP BUDGETARY BASIS)

Variance
Positive
Budgeted Actual (Negative)
135,806,760 135,806,760 $ -
88,992,764 88,992,764 -
7,119,697 7,119,697 -
5,878,648 5,878,648 -
5,228,585 5,228,585 -
3,290,000 3,200,259 (89,741)
431,456 358,847 (72,609)
356,711 356,711 -
266,166 266,166 -
165,589 165,589 -
150,203 150,203 -
114,694 114,694 -
914,575 220,302 (694,273)
112,909,088 112,052,465 (856,623)
6,375,872 6,145,230 (230,642)
2,591,696 1,165,404 (1,426,292)
1,698,026 1,161,431 (536,595)
3,367 993,048 (360,419)
819,476 716,414 (103,062)
337,070 333,705 (3,365)
332,381 301,373 (31,008)
339,730 288,078 (51,652)
281,649 274,698 (6,951)
232,295 135,536 (96,759)
565,990 733,427 167,437
14,927,652 12,248,344 (2,679,308)
135,000 189,204 54,204
- 186,873 186,873
11,000 18,442 7,442
- 10,376 10,376
146,000 404,895 258,895
286,300 305,455 19,155
166,917 86,683 (80,234)
132,000 118,581 (13,419)
11,000 4,786 (6,214)
9,201 7,985 (1,216)
21,519 7,810 (13,709)
361,798 310,028 (51,770)
495,000 498,071 3,071
1,131,246 555,640 (575,606)
2,614,981 1,895,039 (719,942)
7,500 - (7,500)
135,000 142,743 7,743
142,500 142,743 243
266,546,981 262,550,246 _$ (3,996,735)




BOARD OF EDUCATION OF CARROLL COUNTY
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
(NON-GAAP BUDGETARY BASIS)
June 30, 2006

Variance
Final Positive
Budget Actual (Negative)
Administration
Salaries $ 3550571 $ 3,538,138 $ 12,433
Contracted services 777,627 613,661 163,966
Materials and supplies 166,655 142,817 23,838
Other charges 368,498 419,356 (50,858)
Equipment - additional 6,000 14,746 (8,746)
Equipment - replacement 135,000 399,551 (264,551)
Transfer (indirect cost recovery) 255,368 20 255,348
Total administration 5,259,719 5,128,289 131,430
Mid-Level Administration
Salaries 18,519,977 18,852,790 (332,813)
Contracted services 305,043 237,776 67,267
Materials and supplies 617,671 477,649 140,022
Other charges 929,020 728,634 200,386
Equipment - additional 28,708 49,280 (20,572)
Equipment - replacement 26,225 19,934 6,291
Total mid-level administration 20,426,644 20,366,063 60,581
Instructional Salaries
Regular 101,683,830 97,853,847 3,829,983
Hourly 5,425,811 4,526,031 899,780
Add-ons, team leaders, dept chair 1,336,984 1,336,736 248
Substitutes 2,555,109 2,301,428 253,681
Other 550,826 519,971 30,855
Hiring turnover (3,812,894) - (3,812,894)
Total instructional salaries 107,739,666 106,538,013 1,201,653
Textbooks and Instructional Supplies
Textbooks 1,324,119 1,334,516 (10,397)
Library media 1,250,476 1,416,769 (166,293)
Computer supplies 1,371,786 964,710 407,076
General supplies 4,134,525 4,100,149 34,376
Other 510,549 502,020 8,529
Total textbooks and instructional supplies 8,591,455 8,318,164 273,291
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BOARD OF EDUCATION OF CARROLL COUNTY
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TO BUDGET

(NON-GAAP BUDGETARY BASIS)

June 30, 2006
(CONTINUED)

Variance
Final Positive
Budget Actual (Negative)
Other Instructional Costs
Contracted services $ 1,656,290 1,375,389 $ 280,901
Other charges 652,657 510,461 142,196
Equipment - additional 497,886 599,584 (101,698)
Equipment - replacement 1,100,271 822,982 277,289
Transfers to MD/LEA 55,725 55,605 120
Other outgoing transfers 197,737 156,422 41,315
Total other instructional costs 4,160,566 3,520,443 640,123
Student Personnel Services
Salaries 1,053,689 1,033,193 20,496
Contracted services 105,196 98,159 7,037
Materials and supplies 14,789 15,267 (478)
Other charges 8,019 4,993 3,026
Equipment - additional - 3,250 (3,250)
Equipment - replacement 12,000 24,692 (12,692)
Total student personnel services 1,193,693 1,179,554 14,139
Health Services
Salaries 2,393,859 2,256,722 137,137
Contracted services 39,122 37,901 1,221
Materials and supplies 92,934 86,897 6,037
Other charges (50,340) 9,803 (60,143)
Equipment - additional 10,337 - 10,337
Other outgoing transfers - 115 (115)
Total health services 2,485,912 2,391,438 94,474
Transportation of Pupils
Salaries 1,316,963 1,164,280 152,683
Contracted services 14,917,449 14,858,134 59,315
Materials and supplies 16,297 20,189 (3,892)
Other charges 235,734 245,972 (10,238)
Equipment - additional - 19,737 (19,737)
Equipment - replacement 1,326 153,985 (152,659)
Total transportation of pupils 16,487,769 16,462,297 25,472
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Operation of Plant
Salaries
Contracted services:
Rent
Repair of equipment
Other
Supplies
Telephone
Gas and electric
Heating fuels
Water and sewage
Insurance
Other
Equipment - additional
Equipment - replacement

Total operation of plant

Maintenance of Plant

Salaries

Contracted services
Repair of equipment
Repair of vehicles
Improvements to grounds
Improvements to buildings
Other

Materials and supplies

Other charges

Equipment - additional

Equipment - replacement

Total maintenance of plant

GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
(NON-GAAP BUDGETARY BASIS)

June 30, 2006

(CONTINUED)

Variance
Final Positive

Budget Actual (Negative)
$ 9,494,419 9,578,869 $ (84,450)
1,345,062 1,357,895 (12,833)
487,798 479,768 8,030
457,800 380,043 77,757
609,467 571,204 38,263
465,000 303,018 161,982
6,046,779 5,882,622 164,157
683,946 730,066 (46,120)
710,932 679,003 31,929
368,783 317,602 51,181
50,174 43,453 6,721
71,500 170,147 (98,647)
37,580 116,649 (79,069)
20,829,240 20,610,339 218,901
2,516,022 2,492,900 23,122
71,500 33,345 38,155
66,214 70,566 (4,352)
162,700 419,783 (257,083)
1,837,610 1,768,361 69,249
140,611 99,644 40,967
1,270,470 967,411 303,059
161,109 147,228 13,881
52,100 63,115 (11,015)
723,144 912,393 (189,249)
7,001,480 6,974,746 26,734
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SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
(NON-GAAP BUDGETARY BASIS)

Fixed Charges

Medical insurance

Social Security taxes
Employee retirement
Workmen's compensation
Sick leave conversion

Life insurance

Optical insurance

Dental insurance
Unemployment insurance
Property and liability insurance
Tuition reimbursement
Retiree health insurance
Flex benefit administration
Other

Total fixed charges

Community Services

Salaries

Contract services
Supplies

Other charges
Equipment - additional

Total community services

Special Education Services
Salaries

Contracted services
Materials and supplies
Other charges

Equipment - additional
Equipment - replacement
Transfers to Maryland LEA
Other transfers

Total special education services

Capital Outlay

Salaries

Contracted services
Materials and supplies
Other charges
Equipment - replacement

Total capital outlay

TOTAL CURRENT EXPENDITURES

GENERAL FUND

June 30, 2006
(CONTINUED)

Variance

Final Positive

Budget Actual (Negative)
$ 19,019,963 $ 19,300,400 $ (280,437)
12,645,093 12,567,544 77,549
1,642,212 1,403,520 238,692
903,850 984,421 (80,571)
1,185,000 1,140,874 44,126
165,391 221,725 (56,334)
180,628 164,902 15,726
845,363 626,796 218,567
40,000 57,698 (17,698)
219,431 213,567 5,864
795,134 869,054 (73,920)
1,496,531 1,414,317 82,214
75,000 87,408 (12,408)
355,269 398,313 (43,044)
39,568,865 39,450,539 118,326
272,806 259,024 13,782
4,000 4,978 (978)
16,899 10,930 5,969
69,856 5,945 63,911
7,200 6,379 821
370,761 287,256 83,505
23,223,687 21,929,494 1,294,193
845,967 808,676 37,291
351,260 410,842 (59,582)
215,151 169,214 45,937
64,654 154,443 (89,789)
6,200 1,301 4,899
39,000 84,946 (45,946)
6,666,036 6,386,781 279,255
31,411,955 29,945,697 1,466,258
649,306 634,055 15,251
351,000 355,660 (4,660)
3,700 6,248 (2,548)
12,250 15,477 (3,227)
3,000 2,638 362
1,019,256 1,014,078 5,178
$ 266,546,981 $ 262,186,916 $ 4,360,065
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BOARD OF EDUCATION OF CARROLL COUNTY
FOOD SERVICE FUND
COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES
COMPARED TO BUDGET (NON-GAAP BUDGETARY BASIS)
June 30, 2006 and 2005

Year Ended June 30, 2006 Year Ended June 30, 2005
Percent of Percent of
Total Total
Budget Actual Revenue Budget Actual Revenue
Revenues
Food sales:
Lunches $ 3829633 $ 3,381,781 53.8% $ 3,689,159 $ 3,245,377 53.8%
Breakfasts 40,546 86,546 1.4% 38,000 70,695 1.2%
A La Carte 1,438,711 729,345 11.6% 1,350,000 731,716 12.1%
Milk 106,700 65,507 1.0% 100,000 67,607 1.1%
Federal reimbursement of portion of food costs 1386 1,355,312 21.6% 1,110,000 1,258,441 20.9%
USDA commodities 426,800 403,151 6.4% 400,000 422,222 7.0%
State reimbursement of portion of food costs 64,020 46,633 0.7% 62,000 59,346 1.0%
Income from investments 5,335 35,171 0.6% 5,000 14,652 0.2%
Rebates on food purchases 64,020 34,729 0.6% 60,000 39,722 0.6%
Miscellaneous 140,504 145,654 2.3% 133,000 123,777 2.1%
Total revenues $ 7,302,773 6,283,829 100.0% $ 6,847,159 6,033,555 100.0%
Expenditures
Cost of food sold $ 2,975,100 2,246,931 35.7% $ 2,700,100 2,233,428 37.0%
Salary and wages 3,903,648 3,609,469 57.4% 3,693,109 3,433,743 56.8%
Other supplies 289,250 262,545 4.2% 307,250 260,103 4.3%
Contracted services 5,450 974 0.0% 10,750 277 0.0%
Other charges 27,725 31,998 0.5% 38,050 25,120 0.4%
Equipment 101,600 136,166 2.2% 97,900 90,189 1.5%
Total expenditures $ 7,302,773 6,288,083 100.0% $ 6,847,159 6,042,860 100.0%
Deficiency of revenues over
expenditures $ (4,254) 0.0% $ (9,305) 0.0%
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BOARD OF EDUCATION OF CARROLL COUNTY
FOOD SERVICE FUND
SCHEDULE OF REVENUES AND EXPENDITURES
BY SCHOOL (NON-GAAP BUDGETARY BASIS)
Fiscal Year Ended June 30, 2006

Excess Revenues

Cafeteria (Deficiency)
Cost of Food Workers' Over

School Revenues Sold Payroll Other Expenditures
Taneytown Elementary School $ 161,689% 51,405 $ 80,476 $ 14581 $ 15,227
Northwest Middle School 199,925 67,642 112,140 17,494 2,649
Francis Scott Key High School 329,166 125,784 110,970 25,878 66,533
Runnymede Elementary School 142,187 49,764 83,776 16,256 (7,608)
Charles Carroll Elementary School 96,304 32,263 73,072 7,389 (16,420)
Sandymount Elementary School 101,722 31,594 80,890 7,733 (18,495)
Mechanicsville Elementary School 115,402 42,564 77,425 8,721 (13,308)
Eldersburg Elementary School 108,247 37,194 71,182 8,308 (8,436)
Linton Springs Elementary School 137,515 46,991 90,018 11,705 (11,199)
Sykesville Middle School 181,920 67,366 81,867 16,538 16,149
Freedom Elementary School 104,801 35,951 70,618 11,604 (13,372)
Carrolltowne Elementary School 83,564 29,531 71,536 7,553 (25,057)
Liberty High School 191,468 73,532 109,231 18,265 (9,560)
Oklahoma Road Middle School 162,176 59,742 82,822 15,620 3,993
Piney Ridge Elementary School 120,086 41,035 72,464 11,758 (5,171)
Manchester Elementary School 155,042 48,518 89,334 11,906 5,283
West Middle School 207,440 70,804 98,285 15,772 22,579
Winters Mill High School 297,690 108,447 130,327 23,843 35,073
William Winchester Elementary School 137,255 43,829 77,013 11,832 4,581
Westminster High School 634,710 236,333 351,621 57,039 (10,283)
North Carroll Middle School 138,909 46,659 80,248 13,052 (1,050)
Hampstead Elementary School 125,889 43,774 78,300 10,332 (6,517)
North Carroll High School 348,193 126,006 137,179 30,001 55,007
Spring Garden Elementary School 123,767 41,028 73,113 11,995 (2,369)
Shiloh Middle School 188,492 64,835 84,155 17,372 22,130
Winfield Elementary School 135,236 51,590 65,968 12,125 5,553
New Windsor Middle School 131,807 50,602 57,371 14,033 9,801
Elmer Wolfe Elementary School 111,302 34,095 70,684 9,693 (3,171)
Parr's Ridge Elementary School 83,515 36,718 63,729 8,525 (25,457)
Mt. Airy Elementary School 74,734 25,075 67,449 7,601 (25,391)
Mt. Airy Middle School 107,823 41,875 73,873 7,974 (15,899)
South Carroll High School 237,657 87,897 138,213 19,356 (7,809)
Food Services - unallocated - 471 192,229 (121,436) (71,264)
Century High School 305,485 132,778 122,904 26,736 23,067
Westminster Elementary School 131,268 43,604 65,113 11,780 10,771
Robert Moton Elementary 145,421 46,056 78,373 12,039 8,954
Friendship Valley Elementary School 89,959 28,664 73,132 8,524 (20,361)
Cranberry Station Elementary School 136,063 44915 72,369 12,186 6,593
Total $ 6,283,829 $ 2,246,931 $ 3,609,469 $ 431,683 $ (4,254)

45



BOARD OF EDUCATION OF CARROLL COUNTY
SCHOOL FUND
SCHEDULE OF CHANGES IN SCHOOL ACTIVITY FUNDS PAYABL E
(NON-GAAP BUDGETARY BASIS)
Fiscal Year Ended June 30, 2006

Organization Funds Other Funds
Net Change Net Change
Balance For Year Balance Balance For Year Balance
July 1, Increase June 30, July 1, Increase June 30,

School 2005 (Decrease) 2006 2005 (Decrease) 2006
Taneytown Elementary School $ 18,013% 8,851 $ 26,864 $ 2,537 $ 8 $ 2,545
Northwest Middle School 35,674 888 36,562 11,575 1,522 13,097
Francis Scott Key High School 83,512 (4,653) 78,859 18,082 (4,224) 13,858
Runnymede Elementary School 6,691 488 7,179 7,245 (454) 6,791
Charles Carroll Elementary School 9,190 (942) 8,248 - 3,294 3,294
Sandymount Elementary School 8,267 5,421 13,688 3,809 899 4,708
Mechanicsville Elementary School 1,121 6,885 8,006 11,795 1,813 13,608
Eldersburg Elementary School 1,777 1,564 3,341 19,420 2,646 22,066
Linton Springs Elementary School 10,644 8,162 18,806 105 - 105
Sykesville Middle School 24,338 9,287 33,625 6,769 6,495 13,264
Freedom Elementary School 28,243 3,557 31,800 20,904 5,872 26,776
Carrolltowne Elementary School 11,353 6,549 17,902 9,787 4,457 14,244
Liberty High School 95,667 7,929 103,596 2,426 - 2,426
Oklahoma Road Middle School 47,212 12,445 59,657 5,525 3,642 9,167
Piney Ridge Elementary School 48,664 32,527 81,191 - - -
Manchester Elementary School 6,335 6,678 13,013 220 (2,492) (2,272)
East Middle School 13,793 11,532 25,325 1,864 1,533 3,397
West Middle School 107,542 (248) 107,294 52,920 (12,550) 40,370
Winters Mill High School 131,016 (33,623) 97,393 20,291 21,817 42,108
William Winchester Elementary School 18,632 (2,527) 16,105 4,824 220 5,044
Westminster High School 120,270 44,904 165,174 690 1,462 2,152
C C Career & Technology Center 8,222 17,552 25,774 (3,908) 10,915 7,007
North Carroll Middle School 33,268 (1,373) 31,895 3,105 - 3,105
Hampstead Elementary School 20,304 4,714 25,018 - - -
North Carroll High School 171,082 (7,030) 164,052 824 645 1,469
Spring Garden Elementary School 28,581 14,750 43,331 12,700 (6,404) 6,296
Shiloh Middle School 22,744 24,402 47,146 224 - 224
Winfield Elementary School 10,911 (1,638) 9,273 15,830 (1,288) 14,542
New Windsor Middle School 32,403 (8,669) 23,734 4,297 2,331 6,628
Elmer Wolfe Elementary School 9,017 (409) 8,608 543 (2,932) (2,389)
Parr's Ridge Elementary School 185 3,521 3,706 (60) 2,225 2,165
Mt. Airy Elementary School 8,981 (2,311) 6,670 9,115 3,455 12,570
Mt. Airy Middle School 33,356 (2,495) 30,861 8,598 7,921 16,519
South Carroll High School (23,338) (44,970) (68,308) 8,443 10,751 19,194
Century High School 140,897 (53,146) 87,751 66,798 (28,063) 38,735
Westminster Elementary School 11,611 1,944 13,555 19,620 (5,721) 13,899
Robert Moton Elementary 8,843 (4,119) 4,724 3 (44) (412)
Carroll Springs School 11,737 (334) 11,403 21 1 22
Friendship Valley Elementary School 15,292 a72) 15,120 - 2,850 2,850
Cranberry Station Elementary School 11,359 (580) 10,779 3,589 651 4,240
Gateway School 2,679 129 2,808 4,441 (84) 4,357
Total $1,386,088 $ 65440 $ 1,451,528 $ 354971 $ 33,169 $ 388,140
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BOARD OF EDUCATION OF CARROLL COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2006

Federal Grantor / Pass-Through CFDA Grant Federal
Grantor / Program or Cluster Title Number Number Expenditures
U.S. Department of Education
Direct Programs:
Fund for the Improvement of Education 84.215 S215L022177 $ 288,078
Passed through Maryland State Department of Edurcati
Adult Education - State Grant Program 84.002 600386-04 47,216
Adult Education - State Grant Program 84.002 600386-05 279
Adult Education - State Grant Program 84.002 600386-06 26,200
Adult Education - State Grant Program 84.002 600386-07 111,101
Adult Education - State Grant Program 84.002 600386-08 15,347
Adult Education - State Grant Program 84.002 600386-09 14,119
Adult Education - State Grant Program 84.002 600386-10 87,111
301,373
Title | Grants to Local Educational Agencies 84.010 00363-01 235,604
Title | Grants to Local Educational Agencies 84.010 00364-01 21,748
Title | Grants to Local Educational Agencies 84.010 00855-01 141,614
Title | Grants to Local Educational Agencies 84.010 00839-01 869,316
Title | Grants to Local Educational Agencies 84.010 01@53-01 49,725
Title | Grants to Local Educational Agencies 84.010 01B84-01 6,786
1,324,793
Special Education Cluster:
Special Education - Grants to States 84.027 500814-01 10,844
Special Education - Grants to States 84.027 600294-01 4,681,479
Special Education - Grants to States 84.027 600294-02 18,500
Special Education - Grants to States 84.027 600294-03 22,091
Special Education - Grants to States 84.027 600294-04 100,981
Special Education - Preschool Grants 84.173 600294-05 177,614
Special Education - Grants to States 84.027 600626-01 15,000
Special Education - Grants to States 84.027 600655-01 40,000
Special Education - Grants to States 84.027 600666-01 9,000
Special Education - Grants to States 84.027 601304-03 28,726
Special Education - Preschool Grants 84.173 601304-04 5,957
Special Education - Grants to States 84.027 601770-01 848,128
5,958,320
Vocational Education - Basic Grants to States 84.048 600597-01 199,070
Vocational Education - Basic Grants to States 84.048 601748-01 15,000
Vocational Education - Basic Grants to States 84.048 601748-02 7,627
221,697
Special Education - Grants for Infants and Familiéh Disabilities 84.181 601304-01 4,453
Special Education - Grants for Infants and Familiéh Disabilities 84.181 601304-02 182,458
186,911
Safe and Drug-Free Schools and Communities - Naltidrograms 84.184 RO0P5201362 39,735
Safe and Drug-Free Schools and Communities - Naltidrograms 84.184 RO0P5205183 88,423
128,158
Safe and Drug-Free Schools and Communities - Statets 84.186 500367-01 64,870
Safe and Drug-Free Schools and Communities - Setets 84.186 600513-01 14,387
79,257
Even Start - State Educational Agencies 84.213 500982-01 2,144
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BOARD OF EDUCATION OF CARROLL COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2006

(Continued)
Federal Grantor / Pass-Through CFDA Grant Federal
Grantor / Program or Cluster Title Number Number Expenditures
Fund for the Improvement of Education 84.215 500902-01 $ 62,215
Fund for the Improvement of Education 84.215 601264-01 74,254
136,469
Tech-Prep Education 84.243 600941-01 112,009
Twenty-First Century Community Learning Centers 8%7.2 500668-01 115,418
Twenty-First Century Community Learning Centers 87.2 501686-01 356,379
Twenty-First Century Community Learning Centers 8%7.2 600965-01 294,834
Twenty-First Century Community Learning Centers 8%7.2 602253-01 226,417
993,048
State Grants for Innovative Programs 84.298 500368-02 34,342
State Grants for Innovative Programs 84.298 600439-01 61,108
State Grants for Innovative Programs 84.298 600439-02 179,248
274,698
Education Technology State Grants 84.318 500846-01 107,501
Education Technology State Grants 84.318 601024-02 12,793
Education Technology State Grants 84.318 via Baltimore Co. 6,545
Education Technology State Grants 84.318 via Baltimore Co. 6,433
Education Technology State Grants 84.318 via Montgomery Co. 2,034
Education Technology State Grants 84.318 via Montgomery Co. 1,215
Education Technology State Grants 84.318 via Montgomery Co. 229
136,750
Comprehensive School Reform Demonstration 84.332 apma (10,547)
Comprehensive School Reform Demonstration 84.332 GO0 30,160
Comprehensive School Reform Demonstration 84.332 Booa 5,984
25,597
English Language Acquisition Grants 84.365 600491-01 20,182
Mathematics & Science Partnerships 84.366 401663-01 56,575
Mathematics & Science Partnerships 84.366 600351-01 5,398
61,973
Improving Teacher Quality State Grants 84.367 500365-01 292,971
Improving Teacher Quality State Grants 84.367 600465-01 423,443
716,414
Hurricane Education Recovery 84.938 602018-01 28,000
Total U.S. Department of Education $ 10,995,871
U.S. Department of Agriculture
Passed through Maryland State Department of Edurcati
Food Donation 10.550 n/a $ 431,544
Child Nutrition Cluster:
School Breakfast Program 10.553 n/a 151,583
National School Lunch Program 10.555 n/a 469,887
National School Lunch Program 10.555 n/a 734,278
Special Milk Program for Children 10.556 n/a 17
1,355,765

Total U.S. Department of Agriculture
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BOARD OF EDUCATION OF CARROLL COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2006

(Continued)
Federal Grantor / Pass-Through CFDA Grant Federal
Grantor / Program or Cluster Title Number Number Expenditures
U.S. Department of Commerce
Passed through Chesapeake Bay Trust

Chesapeake Bay Studies 11.457 8175 463
Total U.S. Department of Commerce 463
U.S. Department of Health and Human Services
Passed through Maryland State Department of Edarcati

Preventive Health and Health Services Block Grant .99B 600338-01 14,237
Total U.S. Department of Health and Human Services 14,237
U.S. Department of Interior
Passed through Maryland State Department of NaRgaburces:

Sport Fish Restoration 15.605 KOO0P5200900 1,100

Sport Fish Restoration 15.605 KO0P6201064 3,003

4,103
Total U.S. Department of Interior 4,103
U.S. Department of Labor
Passed through Maryland State Department of Lalboensing

and RegulationThrough Carroll County Government:

WIA Youth Activities 17.259 n/a 9,938
Total U.S. Department of Labor 9,938
U.S. National Science Foundation
Passed through Community Colleges of Baltimore ®Goun

Education and Human Resources 47.076 n/a 1,800
Total U.S. National Science Foundation 1,800
U.S. Corporation for National and Community Service
Passed through Maryland State Department of Edarcati

Learn and Serve America - School and Community @8&segrams 94.004 500876-01 1,621

Learn and Serve America - School and Community 8&segrams 94.004 601004-02/3 18,419

20,040
Passed through Maryland State Department of Echreati
Youth Ready to Respond 94.004 n/a 24,546
Youth Ready to Respond 94.004 n/a 11,944
36,490
Total U.S. Corporation for National and Community Service 56,530
Total Federal Expenditures
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BOARD OF EDUCATION OF CARROLL COUNTY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
June 30, 2006

The accompanying Schedule of Expenditures of Féderards presents the activity of all federal
award programs of the Board of Education of Cafollinty (the Board) for the year ended June 30,
2006.

Basis of Accounting

The accompanying Schedule of Expenditures of Fédexards has been prepared using the
modified accrual basis of accounting. This basigogounting is fully described in Note 1 to the
Board’s basic financial statements.

Food Commodities
The value of food commodities donated by the Uni&dtes Department of Agriculture (the

Department) is determined by the Department amtiaded in revenues and expenditures in the
year received.
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BOARD OF EDUCATION OF CARROLL COUNTY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2006

NOTE 1 — RELATION TO GENERAL PURPOSE FINANCIAL STAT EMENTS AND

FINANCIAL FEDERAL REPORTS

The following schedule reconciles the amount perfilancial statements to the amounts per the
Schedule of Expenditures of Federal Awards foryéer ended June 30, 2006:

REVENUE

BALANCE PER FINANCIAL STATEMENTS
Federal revenues

ADD
Miscellaneous adjustments

LESS
Medical assistance revenue

TOTAL PER SCHEDULE OF EXPENDITURES
FEDERAL AWARDS
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Food Service General
Fund Fund Total
$ 1,758,380 $12,248,344 $14,006,724
28,931
1,165,404
OF
$12,870,251



m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’'s Report Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on Audit of Finacial Statements Performed in
Accordance with Government Auditing Standards

Members of the Board of Education
of Carroll County
Westminster, Maryland

We have audited the financial statements of theegouental activities, each major fund, and the
aggregate remaining fund information of the Bodiducation of Carroll County as of and for the
year ended June 30, 2006, which collectively cosgattie Board of Education of Carroll County’s
basic financial statements and have issued ountréppereon dated September 1, 2006. We
conducted our audit in accordance with auditingdaads generally accepted in the United States of
America and the standards applicable to financialita contained inGovernment Auditing
Standardsissued by the Comptroller General of the Uniteates.

Internal Control Over Financial Reporting

In planning and performing our audit, we considdtrexiBoard of Education of Carroll County’s
internal control over financial reporting in order determine our auditing procedures for the
purpose of expressing our opinion on the finarst@iements and not to provide an opinion on the
internal control over financial reporting. Our saferation of the internal control over financial
reporting would not necessarily disclose all matiarthe internal control that might be material
weaknesses. A material weakness is a conditiaunich the design or operation of one or more of
the internal control components does not reduegétatively low level the risk that misstatements
caused by error or fraud in amounts that would béenal in relation to the financial statements
being audited may occur and not be detected wihimely period by employees in the normal
course of performing their assigned functions. Myeed no matters involving the internal control
over financial reporting and its operation thatogasider to be material weaknesses. However, we
noted other matters involving internal controlsidfugancial reporting that we did not consider & b
material weaknesses and have reported these tayeraeat of the Board of Education of Carroll
County in a separate letter dated September 1,.2006

Compliance and Other Matters

As part of obtaining reasonable assurance aboutwhthe Board of Education of Carroll County’'s
financial statements are free of material misstatanwe performed tests of its compliance with
certain provisions of laws, regulations, contraats] grant agreements, noncompliance with which
could have a direct and material effect on the rddteation of financial statement amounts.
However, providing an opinion on compliance witbgh provisions was not an objective of our
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audit and, accordingly, we do not express suchpaman. The results of our tests disclosed no
instances of noncompliance or other matters thatreguired to be reported undeovernment
Auditing Standards

This report is intended solely for the informateomd use of the audit committee, management and
federal awarding agencies and pass-through enditidss not intended to be, and should not be,
used by anyone other than these specified parties.

%WAL/A

Baltimore, Maryland
September 1, 2006

54



m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor's Report on Compliance with Regiirements
Applicable to Each Major Program and on Internal Control Over Compliance and
Schedule of Expenditures of Federal Awards in Accalance with OMB Circular A-133

Members of the Board of Education
of Carroll County
Westminster, Maryland

Compliance

We have audited the compliance of the Board of Rtioie of Carroll County with the types of
compliance requirements described inthé&. Office of Management and Budget (OMB) Cacul
A-133 Compliance Supplemehat are applicable to each of its major federagpams for the year
ended June 30, 2006. The Board of Education ofold&ounty’s major federal programs are
identified in the summary of auditor’s results smtbf the accompanying schedule of findings and
guestioned costs. Compliance with the requiremehtaws, regulations, contracts and grants
applicable to each of its major federal progranttésresponsibility of the Board of Education of
Carroll County’'s management. Our responsibilitytasexpress an opinion on the Board of
Education of Carroll County’s compliance based onawudit.

We conducted our audit of compliance in accordaviteauditing standards generally accepted in
the United States of America; the standards aggkda financial audits contained@overnment
Auditing Standardsssued by the Comptroller General of the Uniteate®; and OMB Circular A-
133, Audits of States, Local Governments, and Non-P@ifganizations Those standards and
OMB Circular A-133 require that we plan and perfaime audit to obtain reasonable assurance
about whether noncompliance with the types of ciempk requirements referred to above that
could have a direct and material effect on a migderal program occurred. An audit includes
examining, on a test basis, evidence about Boaidlotation of Carroll County’s compliance with
those requirements and performing such other proesdas we considered necessary in the
circumstances. We believe that our audit provalesasonable basis for our opinion. Our audit
does not provide a legal determination on the Bo&iducation of Carroll County’s compliance
with those requirements.

In our opinion, the Board of Education of Carroihty complied, in all material respects, with the

requirements referred to above that are applidal@ach of its major federal programs for the year
ended June 30, 2006.
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Internal Control Over Compliance

The management of the Board of Education of Ca@ollnty is responsible for establishing and
maintaining effective internal control over compli@ with requirements of laws, regulations,
contracts and grants applicable to federal programsplanning and performing our audit, we
considered the Board of Education of Carroll Coimtgternal control over compliance with
requirements that could have a direct and mateffatt on a major federal program in order to
determine our auditing procedures for the purpdsxjeressing our opinion on compliance and to
test and report on internal control over compliaimcaccordance with OMB Circular A-133.

Our consideration of the internal control over cdianre would not necessarily disclose all matters
in the internal control that might be material weagéses. A material weakness is a condition in
which the design or operation of one or more ofiitkernal control components does not reduce to a
relatively low level the risk that noncompliancetwapplicable requirements of laws, regulations,
contracts and grants caused by error or fraudwbatd be material in relation to a major federal
program being audited may occur and not be detewdithih a timely period by employees in the
normal course of performing their assigned fundiowe noted no matters involving the internal
control over compliance and its operation that westder to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of theegouental activities, each major fund, and the
aggregate remaining fund information of the Bodmducation of Carroll County as of and for the
year ended June 30, 2006, and have issued out thpogon dated September 1, 2006. Our audit
was performed for the purpose of forming opinionstiee financial statements that collectively
comprise the Board of Education of Carroll Courdgib financial statements. The accompanying
schedule of expenditures of federal awards is ptedefor purposes of additional analysis as
required by OMB Circular A-133 and is not a reqdipart of the basic financial statements. Such
information has been subjected to the auditinggutaces applied in the audit of the basic financial
statements and, in our opinion, is fairly statedall material respects, in relation to the basic
financial statements taken as a whole.

This report is intended solely for the informateomd use of the audit committee, management and
federal awarding agencies and pass-through enditidss not intended to be, and should not be,
used by anyone other than these specified parties.

%WALA

Baltimore, Maryland
September 1, 2006
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BOARD OF EDUCATION OF CARROLL COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2006
l. SUMMARY OF INDEPENDENT AUDITOR’'S RESULTS
Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified? __ Yes X No
Reportable condition(s) identified that are not None
considered to be material weaknesses ___ Yes X Reported
Noncompliance material to financial statementsd®te  Yes X No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? __ Yes X No
Reportable condition(s) identified that are not None
considered to be material weaknesses Yes X Reported

Type of auditor’s report issued on compliance f@jon programs: Unqualified

Any audit findings disclosed that are requiredéo b
reported in accordance with Section 510(a) of Qaicu
A-133? Yes X No

Identification of Major Programs :

CEDA Number(s) Name of Federal Program or Cluster
10.550 Food Donation
10.553/10.555/10.556 Child Nutrition Cluster

84.010 Title |
84.215 Funds for the Improvement of Education
84.287 2% Century CLC
84.367 Improving Teacher Quality

Dollar threshold used to distinguish between type A

and type B programs $386,108

Auditee qualified as low-risk auditee? X Yes No
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BOARD OF EDUCATION OF CARROLL COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2006

II.  FINDINGS RELATING TO THE FINANCIAL STATEMENT AU DIT AS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GENERAL LY
ACCEPTED GOVERNMENT AUDITING STANDARDS

A. Reportable Conditions in Internal Control
None.
B. Compliance Findings
None.
[ll.  FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWAR DS
None.

IV. PRIOR YEAR FINDINGS

None.
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