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INDEPENDENT AUDITOR'S REPORT

Board of Trustees

Goodrich Independent School District
P.O. Box 789

Goodrich, Texas 77335

Members of the Board of Trustees:

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Goodrich Independent School District (District), as of and for the year
ended August 31, 2007, which collectively comprise the District's basic financial statements as listed in the table
of contents. These financial statements are the responsibility of the District's management. Our responsibility is
to express opinions on these financial statements based on cur audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the District, as of August 31, 2007, and the respective changes in financial position and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

[n accordance with Government Auditing Standards, we have also issued our report dated December 11, 2007,
on our consideration of the District's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis, as listed in the table of contents, is not a required part of the basic
financial staterents, but is supplementary information required by the accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming opiniens on the financial statements that collectively comprise
the District's basic financial statements. The accompanying other supplementary information is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such information,
excluding the Fund Balance and Cash Flow Calculation Worksheet (Exhibit J-3), has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole. The Fund Balance and Cash
Flow Calculation Worksheet (Exhibit J-3}, as listed in the table of contents, has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion on it.

Respectfully submitted,

Am/c’)r:ﬁ g[;/nc/z, \Siz[)[c/u.s CFDJ J(ir'yzam, /9 C

Hereford, Lynch, Sellars & Kirkham, P.C.
December 11, 2007



Management's Discussion and Analysis
a

As management of the Goodrich Independent School District (District), we offer readers of the District's financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year ended
August 31, 2007.

Financial Highlights

+  The assets of the District exceeded its liabilities at the close of the most recent fiscal year by $3,624,816 (net
assets). Of this amount, $1,722,183 (unrestricted net assets) may be used to meet the District's ongoing
obligations to students and creditors.

+  The District's total net assets increased by $130,867.

+ As of the close of the current fiscal year, the District's governmental funds reported combined ending fund
balances of $1,593,516, a decrease of $11,615 in comparison with the prior year.

+ Atthe end of the current fiscal year, unreserved fund balance for the general fund was $252,927, or 9 percent
of fotal general fund expenditures.

+ The District's notes payable increased by $13,832 (4 percent) during the current fiscal year. The key factor in
this increase was an $85,310 note to purchase a bus.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements.
The District's basic financial statements comprise three components: 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

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

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

The Statement of Activities presents information showing how the District's net assets changed during the most
recent fiscal year, All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardiess of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and
garned but unused sick leave).

The government-wide financial statements of the District are principally supported by taxes and intergovernmental
revenues (governmental activities). The governmental activities of the District include Instruction, Instructional
Resources and Media Services, Curriculum and Staff Development, School Leadership, Guidance, Counseling,
and Evaluation Services, Health Services, Student Transportation, Food Service, Cocurricular/Extracurricular
Activities, General Administration, Plant Maintenance and Operations, Security and Monitoring Services,
Community Services, Interest on Long-term Debt, Bond Issuance Cost and Fees, Faciliies Repair and
Maintenance, Payments Related to Shared Service Arrangements and Payments to Juvenile Justice Alternative
Education Programs.

The government-wide financial statements can be found as noted in the table of contents of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the District can be divided into two categories: governmental funds and fiduciary
funds.

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



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

The District maintains 17 individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund and the Service Learning State Farm special revenue fund, both which are
considered to be major funds. Data from the other 15 governmental funds are combined into a single, aggregated
presentation.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison statement has
been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found as noted in the table of contents of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of students. Fiduciary
funds are not reflected in the government-wide financial statement because the resources of those funds are not
available to support the District's own programs. The accounting used for fiducfary funds is similar to the
accounting used for proprietary funds.

The basic fiduciary fund financial statements can be found as noted in the table of contents of this report.

Notes fo the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found as noted in the table of contents of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents other supplementary information which include schedules required by the Texas Education Agency.
Other supplementary information can be found as noted in the table of contents of this report.

Government-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a District's financial position. In the case
of the District, assets exceeded liabilities by $3,624,816 at the close of the most recent fiscal year.

The largest portion of the District's net assets are investment in capital assets, net of related debt. Investment in
capital assets (e.g., land, buildings, furniture and equipment), less any related debt used to acquire those assets
that are still outstanding represent 52 percent of the District’s net assets. The District uses these capital assets to
provide services to students; consequently, these assets are not available for future spending. Although the
District's investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities.

Goodrich Independent School District's Net Assets

Governmental Activities

2007 2008
Current and Other Assets 3 1,995,380 5 1,966,454
Capital Assets 2,227 612 2,073,056
Total Assets $ 4,222,892 $ 4,038,510
Long-term Liabilities Outstanding 354,832 341,000
Other Liabilities . 243,344 361,321
Total Liabflities 3 598,176 $ 702,324
MNet Assets:
Invesied in Capital Assets, net of Related Debt 5 1,872,780 % 1,732,058
Restricted 29,853 -
Unrestricled ’ 1,722,183 1,605,131
Total Net Assets 3 3,624,816 3 3,337,188




Net assets ($29,853) are restricted for state and federal programs and schelarships. The remaining balance of
unrestricted net assets ($1,722,183) may be used to meet the District's ongoing obligations to students and
creditors. At the end of the current fiscal year, the District is able to report positive balances in all three categories
of net assets.

Governmental activities. Governmental activities increased the District's net assets by $130,867. Key elements
of this increase are as follows:

Goodrich Independent Schoo! District's Changes in Net Assets

Governmental Activitles

2007 2006
Revenue:
Program Revenues:
Charges for Services 5 33,462 8 28,582
Operaling Grants and Contributions 541,150 316,073
General Revenues:
Property Taxes 1,178,678 1,112,162
Grants and Contributions Not Restricted to Specific Programs 1,270,117 1,448,038
Investment Earnings 62,111 29,732
Miscellaneous Revenues 29,721 43,132
Gain (Loss) on Disposal of Property (1,393) -
Total Revenues $ 3,113,846 $ 2,977,729
Expenses:
Instruction $ 1,512,427 3 1,136,555
Instructional Resources and Media Services 30,230 29,038
Curriculum and Staff Development 6,358 1,675
School Leadership 166,337 166,482
Guidance, Counseling, and Evaiuation Services 78,365 60,290
Health Services 25,989 21,681
Student Transportation 58,815 79,015
Food Service 143,212 127,350
CocurricularfExtracurricular Activities 110,455 52,737
General Administration 305,342 244,791
Plant Maintenance and Cperations 346,135 237,322
Security and Monitoring Services 760 1,350
Community Services - 23,000
Interest an Long-tarm Debt 34,994 31,013
Bond Issuance Costs and Fees 4,558 -
Facilities Repair and Maintenance - 1,632
Payments Related to Sharad Service Agreements 106,439 65,543
Payments to Juveniie Justice Alternative Education Programs 22,563 34,468
Total Expenses $ 2,982,879 5 2,313,842
Change in Net Assets 130,867 663,887
Net Assels - Beginning 3,337,189 2,673,302
Prior Period Adjustment 156,760 -
Net Assets - Ending $ 3,624,816 3 3,337,189

Revenues are generated primarily from two sources. Grants and contributions {program and general revenues
totaling $1,811,267) represent 58 percent of total revenues and property taxes ($1,178,678) represent 38 percent
of total revenues. The remaining 4 percent is generated from investment earnings, charges for services,
miscellaneous revenues and a gain {loss) on disposal of property.

The primary functional expense of the District is instruction ($1,512,427) which represents 51 percent of total
expenses. Plant maintenance and operations ($346,135) represents 12 percent of total expenses. General
Administration ($305,342) represents 10 percent of total expenses. The remaining functional categories of
expenses are individually less than 7 percent of total expenditures.

Financial Analysis of the Government's Funds
As noted earlier, the District uses fund accounting fo ensure and demonstrate compliance with finance-related
legal requirements.

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



As of the end of the current fiscal year, the Disfrict's governmental funds reported combined ending fund batances
of $1,5693,516 a decrease of $11,615 in comparison with the prior year. The general fund decreased fund
balance due to state funds were less than projected.

The general fund is the chief operating fund of the District. At the end of the current fiscal year, unreserved fund
balance of the general fund was $252,927, while tofal fund balance reached $1,563,663. As a measure of the
general fund's liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total
fund expenditures. Unreserved fund balance represents 9 percent of total general fund expenditures, while total
fund balance represents 58 percent of that same amount.

The fund balance of the District's general fund decreased by $20,237 during the current fiscal year. For the most
part, the increases in revenues is the result of increase property tax and grant funds and expenditures increased
primarily in instruction.

General Fund Budgetary Highlights

The District made several supplemental budgetary appropriations thoughout the year. The supplemental
budgetary appropriations made in the general fund totaled $258,559. Significant differences between the original
budget and the final amended budget of the general fund can be briefly summarized as follow:

$139,308 increase in Instruction.

$194,400 increase in Student (Pupil) Transportation.
$44 549 increase in General Administration.

$54 661 increase in Plant Maintenance and Operations.
$233,726 decrease in Capital Outlay.

Capital Asset and Debt Administration

Capital assets. The District's investment in capital assets for its governmental type activities as of August 31,
2007, amounts to $2,227,612 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements and equipment. The total increase in the District's investment in capital assets for the
current fiscal year was 7 percent.

Major capital asset events during the current fiscal year included the following:
Purchase of stadium bleachers.
Purchase of 2 buses and a suburban
Purchase of 2 softwares,

Goodrich Independent School District's Capital Assets
(Net of depreciation)
Governmental Activities

2007 2006
Land $ 275,903 3 275,903
Buildings and lmprovements 1,488,406 1,532,365
Equipment 463,303 264,788
Totals $ 2,227,612 L 2,073,056

Additional information on the District's capital assets can be found in noies to the financial statements as noted in
the table of contents of this report.

Long-term debt. At the end of the current fiscal year, the District had total debt outstanding of $354,832, which
consisted solely of notes payable.

Goaodrich Independent School District's Outstanding Debt

Governmental Activities

2007 2006
Note Payable 3 364,832 5 341,000
Totals $ 354,832 $ 341,000




The District's notes payable increased by $13,832 (4 percent) during the current fiscal year, The key factor in this
increase was an $85,310 note to purchase a bus,

State statutes do not limit the rate or amount for the support of school district’s bonded indebtedness.

Additional information on the District's long-term debt can be found in the notes to the financial statements as
indicated in the table of contents of this report.

Economic Factors and Next Year's Budgets and Rates

«  Current enrollment totals 250 students,

« District staff totals 49employees, which consist of 23 teachers and 10 teachers’ aides and secretaries.

»  The District maintains 3 campuses for instruction.

« The unemployment rate for the County is currently 6.5 percent, which is an increase from a rate of 5.5 percent
a year ago. This compares unfavorably to the state's average unemployment rate of 4.8 percent, which is a
decrease from a rate of 6.4 percent a year ago.

+  Property values of the district are projected to increase 8 percent from the prior year.

+ A maintenance and operations tax rate of $1.04 was adopted for 2007-2008. Preceding year rate was $1.07.

All of these factors were considered in preparing the District's budget for the 2008 fiscal year.

During the current fiscal year, unreserved fund balance in the general fund decreased to $252,927. The District
plans to utilize unreserved fund balance to fund current expenditures prior to collecting the current year tax levy.

Requests for Information

This financial report is designed to provide a general overview of the District's finances for all those with an
interest in the District's finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the Director of Finance, Goodrich Independent School
District, P.O. Box 789, Goodrich, Texas, 77335.
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT A-1
STATEMENT OF NET ASSETS
AUGUST 31, 2007

1

Data
Control Governmenial
Codes Activities
ASSETS:
1110 Cash and Cash Equivalents 5 596,934
1120 Current Investments 1,162,783
1225 Properily Taxes Receivable (Nef) 170,207
1240 Due from Other Govemments 54,389
1290 Other Receivables (Net) 11,067
Capital Assets:
1510 Land 275,803
1520  Buildings and Improvements, Net 1,488,406
1530 Fumiture and Equipment, Net 463,303
1000 Total Assets 4,222 992
LIABILITIES:
2110 Accounts Payable 6,353
2140 Interest Payable 11,687
2165 Accrued Liabilities 59,303
2180 Due to Other Govermments 104,501
2300 Uneamed Revenue 61,500
Noncurrent Liabilities:
2501 Due Within Cne Year 72,517
2502 Due in More Than One Year 282,315
2000 Total Liabilittes 598,176
NET ASSETS
3200 Invested in Capital Assets, Net of Related Dabt 1,872,780
Restricted For:
3820 Federal and State Programs 2,476
3880 Scholarships 27,377
3900 Unrestricted 1,722,183
Lamat AT

The accompanying notes to the basic financial statements are an integral part of this statement.
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT B-1
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2007

Net (Expense)
1 3 4 Revenue and
Changes in
Program Revenues Net Assets
Data Operating
Control Charges for  Grants and  Governmental
Codes Functions/Programs Expenses Services  Contributions Aclivities
Government Activities:
11 Instruction $ 1512427 & - § 238395 § (1,276,032)
12 Instructional Resources and Media Services 30,230 - 8,120 (22,110}
13 Curriculum and Staff Development 6,358 - 3,577 (2,781}
23 School Leadership 196,337 - 10,069 (186,268}
31 Guidance, Counseling, & Evaluation Services 78,365 - 59,660 (18,708}
33  Health Services 25,889 - 25,008 (981)
34  Student Transportation 58,815 - 8,724 (50,091)
35  Food Service 143,212 22,307 100,787 (20,118}
36 Cocurricular/Extracurricular Activities 110,455 11,155 45 544 (563,756)
41 General Administration 305,342 - 10,263 (295,079)
51 Plant Maintenance and Operations 346,135 - 25247 (320,888)
52  Security and Moniloring Services 760 - 26 (734
72 Inferest on Long-term Debt 34,994 - 3,363 (31,631)
73  Bond fssuance Costs and Fees 4,558 - - (4,558)
83  Paymenis Related to Shared Services Arrangements 106,439 - 3,603 (102,836)
85  Paymentis lo Juvenile Juslice Alternalive £d. Programs 22,563 - 764 (21,799)
TG Total Governmental Activities 2,982,978 33,462 541,150 (2,408,367)
TR Total Primary Government $ 29825979 §_ 33462 §_541,150 (2,408,367)
General Revenues:
MT Properly Taxes, Levied for General Purposes 1,178,678
IE investment Earnings 62,111
GC Granis and Coniributions Not Restricted to Specific Programs 1,270,117
M1 Miscelfaneous 289,721
Gain (Loss} on Disposa/ of Property 1,393)
TR Total G al R
CN HiEChanged Net
NB Net Assets - Beginning
PA Prior Period Adjustment 158,760
Net Assets - Beginning, as Restated 3,483,945
NE Net Assets - Ending $ 3,624,816

The accompanying notes to the basic financial statements are an integral parnt of this statement.
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT C-1
BALANCE SHEET - GOVERNMENTAL FUNDS
AUGUST 31, 2007
10 98
Dala Service Other Total
Control General Learning Governmental Governmental
Codes Fund State Farm Funds Funds
ASSETS:
1110 Cash and Cash Equivalents $ 514369 § 565056 § 26080 § 596,934
1120 Current lnvestments 1,162,783 - - 1,162,783
1225 Taxes Recelvable, Net 170,207 - - 170,207
1240 Due from Other Govermmenis 45,601 - 8,788 54,389
12 i 11,067 - - , 11,067
A 80427 Hel ; L5380
LIABILITIES:
Current Liabilities:
2110 Accounis FPayabile % 6,353 § - % - 5 6,353
2160 Accrued Wages Payable 59,303 - - 59,303
2180 Due to Other Governmemnts 104,501 - - 104,501
2300 Uneamed Revenue 170,207 56,505 4,995 231,707
2000 Total Liabilities 340,364 56,505 4,995 401,864
FUND BALANCES:
Reserved Fund Balances:
3450 Reserve for Food Service - - 2,476 2476
3490 Other Reserves of Fund Balance - - 27,377 27,377
Designated Fund Balance:
3510 Construction 1,310,736 - - 1,310,736
3600 Unreserved 252 927 - - 262,927
3000 Total Fund Balances 1,563,663 - 29,853 1,683,516

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

12



GOODRICH INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

Total Fund Balances - Governmental Funds (Exhibit C-1)

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

Capital assets used in governmental activities are not financial resources and therefore are not
reported as assets in governmental funds. The cost of the assets is $7,780,870, and the
accumulated depreciation is $5,563,258.

Property taxes receivable will be collected this year, but are not available soon enough to pay
for the current period's expenditures, and therefore are deferred in the funds.

Long-term liabilities, including notes payable, are not due and payable in the current peried and
therefore are not reported as liabilities in the funds. Liabilities at year end related to notes
payable consist of:

Notes Payable (354,832)
Accrued Interest on the Notes {11.687)

Total Net Assets - Governmental Activities {(Exhibit A-1)

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

13
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$1,593,516

2,2278612

170,207

(366,519)
$3,624.816



GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT C-2
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED AUGUST 31, 2007

10 98
Data Service Other Tolal
Control General Learning Governmental  Governmental
Codes Fund State Farm Funds Funds
REVENUES: -
5700 Local and Intermediate Sources $§ 1273744 § 35770 % 106536 $ 1,416,050
SB00C  Siate Program Revenues 1,328,036 - 99,503 1,427,539
5900 Federal Program Revenues 7,602 - 256,377 263,979
5020 Total Revenues 2,609,382 35,770 462 416 3,107,568
EXPENDITURES:
Current:
0011 Instruction 1,292,485 35,770 183,554 1,511,819
0012  Instructional Resources and Media Services 20,658 - 7,421 28,079
0013  Curriculum and Sitaff Development 424 - 3,663 3,987
0023  School Leadership 185,334 - 3,795 189,129
0031 Guidance, Counseling, & Evaluafion Services 19,360 - 59,005 78,365
0033  Health Services 1,015 - 24,874 25,989
0034  Student Transportation 245,697 - 410 246,007
0035 Food Service - - 137,463 137,463
00368  Cocurricular/Extracurricular Aclivities 90,432 - 34 983 125,415
0041 General Administration 303,160 - - 303,160
0051 Plant Maintenance and Operations 311,265 - 14,710 325,975
0052  Securily and Monitoring Services 7680 - - 760
G071 Principal on Long-term Debt 71,478 - - 71,478
0072 Interest on Long-term Debt 23,307 - - 23,307
0073 Bond Issuance Cosls and Fees 4,558 - - 4,558
0093 Payments to Shared Service Arrangements 106,439 - - 106,439
0095 Payments to Juvenile Justice Altermative
0095 Education Programs 22,563 - - 22,563
6030 Total Expenditures 2 698,845 35,770 469,878 3,204,493
1100 Excess (Deficiency) of Revenues Over (Under)
1100  Expenditures (69,463) - (7.462) (96,925)
Other Financing Sources and (Uses):
7914  Non-Current Loan Proceeds 85,310 - - 85,310
7915  Transfersin - - 16,084 16,084
8911 Transfers QOut {16,084) - - (16,084)
7080 Total Other Financing Sources and (Uses) 69,226 - 16,084 85,310
1200 Net Change in Fund Balances (20,237) - 8,622 (11,615)
ginning 1,583,900 - 21,231 1,605,131
ding 156368 B4 TB93i5816:

The accompanying notes to the basic financial siatements are an integral part of this statement.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Total Net Change in Fund Balances - Governmental Funds (Exhibit C-2)
Amounts reparted for governmental activities in the statement of activities are different because:
Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which capital outlays $240,793
exceeds depreciation expense $79,070 in the period.

Repayment of notes principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets

Because some property taxes will not be collected for several months after the District's fiscal

year ends, they are not considered “available” revenues and are deferred in the governmental

funds. Deferred tax revenues increased by this amount this year.

tssuance of notes $83,710 provide current financial resources to governmental funds, but issuing

debt increases long-term liabilities in the statement of net assets.

Interest on long-term debt in the statement of activities differs from the amount reported in the
governmental funds because interest is recognized as an expenditure in the funds when it is
due, and thus requires the use of current financial resources. In the statement of activities,

however, interest expense is recognized as the interest accrues, regardless of when it is due.

The additional interest reported in the statement of activities consist of the following:
Accrued Interest on the Bonds Payable increased
In the statement of activities, only the gain or foss on the disposal of the assets are reported,
whereas in the governmental funds, the entire proceeds from the sale increase financial
resources. Thus, the change in net assets differs from the change in fund balances by the
cost of the assets retired.

Change in Net Assets of Governmental Activities (Exhibit B-1)

The accompanying notes to the basic financial statements are an integral part of this statement.
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT C-4
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL
FOR THE YEAR ENDED AUGUST 31, 2007
1 2 Variance with
Data Final Budget
Control Budgeted Amounts Positive
Codes Original Final {Negative)
REVENUES:
5700 Local and Intermediate Sources $ 1,121,393 § 1,121,393 3 152,351
5800 State Program Revenues 1,338,444 1,429,805 (101,769)
5800 Federal Program Revenues - - 7,602
5020 Total Revenues 2,459,837 2,551,198 58,184
EXPENDITURES:
Current:
Instruction & Instructional Related Services:
0011  Instruction 1,203,700 1,343,009 50,514
0012 Insfructional Resources and Media Services 24,980 26,330 5,672
0013  Curriculum and Staff Development 200 500 78
Total Instruction & Instr. Related Services 1,228,880 1,369,839 56,262
instructional and School Leadership:
0023 School Leadership 179,478 188,973 3,639
Total Instructional & School Leadership 179,478 188,973 3,639
Support Services - Student {Pupil):
0031 Guidance, Counseling and Evaluation Services 1,780 17.842 (1,518)
0033  Heaith Services 350 1,110 95
0034  Student (Pupil) Transporiation 64,900 259,300 13,703
00368  Cocurrictlar/Extracurricular Activities 68,396 82,846 {7,586)
Total Support Services - Student {Pupil) 135,426 361,098 4,694
Administrative Support Services:
0041  General Administration 263,979 308,528 5,368
Total Administrative Support Services 263,979 308,528 5,368
Support Services - Nonstudent Based:
0051  Plant Maintenance and Operations 245,848 300,508 {10,756)
0052  Security and Moenitoring Services 1,500 1,500 740
Total Support Services - Nonstudent Based 247,348 302,008 {10,016}
Debt Service:
G071 Frincipal on Long-Term Debt 76,000 71,480 2
0072 Interest on Long-Term Debt - 23,350 43
0073 Bond /lssuance Costs and Fees - 4,558 -
Total Debt Service 76,000 95,388 45
Capital Outlay:
0081 Capital Ouilay 233,726 - -
Total Capitat Qutlay 233,726 - -
Intergovernmental Charges:
0093 Paymenis fo Fiscal Agent/Member Dist.-SSA 75,000 75,000 (31,439)
0095 Paymenis fo Juvenile Justice Alternative Ed. Programs 30,000 23,561 908
Total Intergovernmental Charges 105,000 98,561 (30,441}
6030 Total Expenditures 2,468,837 2,728,396 29,551
1100 Excess (Deficiency) of Revenues Over (Under) ;
1100 Expenditures {10,000) (177,188} : 87,735
Other Financing Sources (Uses):
7812  Sale of Real or Personal Property 10,000 10,000 (10,000}
7914  Non-Current Loan Proceeds “ 85,310 -
B911  Transfers Quf - (16.656) 572
7080 Total Other Financing Sources and (Uses) 10,000 78,654 (8,428)
1200 Net Change in Fund Balance - (98,544) 78,307
} 1,583,900 1,583,900 -
i $:485;355! TH307

The accompanying notes to the basic financial statements are an integral part of this staterment,
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GOODRICH INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
FIDUCIARY FUNDS

AUGUST 31, 2007

Data
Control
Codes
ASSETS:
1110 Cash and Cash Equivalents
1000  Total Assets

LIABILITIES:

Current Liahilities:
2190 Due to Student Groups
2000 Total Liabilities

The accompanying notes to the basic financial statements are an integral part of this statement.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31,2007

I. Summary of Significant Accounting Policies

A. Reporting Entity

The Goodrich Independent School District (District) is governed by a seven-member board of trustees (Board),
which has governance responsibilities over all activities related to public elementary and secondary education
within the District.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the primary government. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities normally are supported by
taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financia! statements are provided for governmental funds and fiduciary fund, even though the latter
are excluded from the government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be avaifable when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the District considers revenues
to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to claims and judgments, are recorded only when payment is
due.

Grant revenues and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the District.

The District reports the following majar governmental funds:

The general fund is the District's primary operating fund. It accounts for afl financial resources of the general
government, except those required to be accounted for in another fund.

The Service Learning State Farm special revenue fund is used to account for the proceeds of specific

revenue sources that are legally restricted to expenditures for specific purposes. These funds account
primarily for local grant from State Farm.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31,2007

Additionally, the District reports the following fund types:

The agency fund is used to account for assets held by the District as an agent for student organizations.
The fund is custodial in nature (assets equal liabilities) and does not involve measurement or results of
operation,

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided and 2) operating grants and contributions. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the District's policy to use restricted
resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities, and Net Assets or Equity

1. Deposits and Investments

The District's cash and cash equivalents are considered to be cash on hand and demand deposits. Current
investments include investment pools and short-term investments with original maturities of one year or less
from the date of acquisition.

The District's funds are required to be deposited and invested under the terms of a depository contract
pursuant to the Texas School Depository Act. The depository bank pledges collateral, which complies with
state law. The collateral is approved by the Texas Education Agency and shall be in an amount sufficient to
protect District funds on a day-to-day basis during the period of the contract. The pledge of collateral is waived
only to the extent of the depository bank's dollar amount of Federal Depaosit Insurance Corporation ("FDIC")
insurance.

State statutes authorize the District to invest in obligations of the U.S. Treasury or the State of Texas, certain
U.S. Agencies, certificates of deposit, money market savings accounts, certain municipal securities,
repurchase agreements, or investment pools.

Investments for the District are reported at fair value. The investment pools operate in accordance with
appropriate state laws and regulations. The reported value of the pools is the same as the fair value of the
pool shares.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either "due to/from other funds" (i.e., the current portion of interfund loans) or
“advances io/from other funds" (i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reporied as "due to/from other funds.”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve
account in applicable governmental funds to indicate that they are not avaitable for appropriation and are not
expendable available financial resources.

All property tax receivables are shown net of an allowance for uncollectible. The property tax receivable
allowance is equal to 7 percent of outstanding property taxes at August 31, 2007. Revenues from property
taxes are recognized when levied to the extent they are available. The District considers property taxes as
available when collected. However, not all outstanding property taxes are expected to be collected within one
year of the date of the financial statements.

Property values are determined by the County Central Appraisal District as of January 1 of each year. Prior to
September 1 of each year, the District must adopt its annual budget and as soen thereafter as practicable,
shall adopt a tax rate thus creating the tax levy. Property taxes for the current calendar year are levied on
approximately October 1 of each year and are payable by January 31 of the following year. Property tax
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANGIAL STATEMENTS
AUGUST 31,2007

receivables are recorded as of the date levied. Unpaid taxes become delinguent on February 1 and a tax lien
on real property is created as of July 1 of each year.

3. Inventories and Deferred Expenses
All inventories are valued at cost using the first-in first-out (FIFO) method. Inventories of governmental funds
are recorded as expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as deferred
expenses in both government-wide and fund financial statements.

4. Capital Assets

Capital assets, which include land, buildings and improvements, furniture and equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the governmental column in the
government-wide financial statements. The District's infrastructure includes roads and parking lots associated
with various buildings. The cost of the infrastructure was initially capitalized with the building cost and is being
depreciated over the same useful life as the building. Capital assets are defined by the District as assets with
an initial, individual cost which equals or exceeds $5,000 (amount not rounded) and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
consfructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assels lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Buildings, furniture and equipment of the District are depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings and Improvements 10-50
Furniture and Equipment - 3-30

5. Compensated Absences

It is the District's policy to permit employees to accumulate earned by unused sick pay benefits. There is no
lizbility for unpaid accumulated sick leave since the District does not have a policy to pay any amounts when
employees separate from service with the government. The District does not have a liability for unpaid
vacation at year end due to the District’s palicy does not allow a carryover of vacation not taken at August 31.

6. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities. Bond premiums and discounts are deferred and amortized
over the life of the bonds using the bonds outstanding method, which approximates the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt,

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on
debt issuances are reported as other financing uses, |ssuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures. Bond proceeds are reported as another
financing source net of the applicable premium or discount and issuance costs.

7. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TG THE FINANCIAL STATEMENTS
AUGUST 31,2007

Stewardship, Compliance, and Accountability

A. Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
general fund and National School Breakfast and Lunch Program special revenue fund. All other governmental
funds adopt project-length budgets. All annual appropriations lapse at fiscal year end. The following
procedures are followed in establishing the budgetary data reflected in the financial statements.

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

2, A meeting of the Board is then called for the purpose of adopting the proposed budget after ten days' public
notice of the meeting has been given.

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

The appropriated budget is prepared by fund, function, and campus/department. The District's
campus/department heads may make transfers of appropriations within a department. Transfers of
appropriations between campus/departments require the approval of the District's management. Transfers of
appropriations between functions require the approval of the Board. The legal level of budgetary control {i.e.,
the level at which expenditures may not legally exceed appropriations) is the function level. The District
amended the general fund budget throughout the year between functions and total appropriations increased
$258,559.

B. Excess of Expenditures Over Appropriations
For the year ended August 31, 2007, expenditures exceeded appropriations in the function (the legal level of
budgetary control) of the following fund:

Fund Function Final Budget Actual Variance

General Guidance, Counceling and Evaluation Services 3 17,842 3 19,360 $ (1.518)
General Cacurricular/Extracurricular Activites 82,846 90,432 (7,586)
General Piant Maintenance and Operations 300,509 311,265 (10,756)
General Payments to Fiscal Agent/Member Dist, -SSA 75,000 106,439 {31,438}

Nonmajor Governmentai Fund:
National School Breakfast and
Lunch Program Food Service 136,346 137,463 {1,117}

These excess expenditures were funded by revenues and/or excess funds available in other functions.
Detailed Notes on All Funds

A. Deposits and Investments
As of August 31, 2007, the District had the following investments:

Weighted Average
Investment Type Fair Value Maturity (Years)
Lane Star - Liguidity 5 1,162,536 0.06
Laone Star - Liquidity Plus 247 0.1
Total Falr Value 3 1,162,783
Portfolioc Weighted Average Maturity 0.06

Interest rate risk. In accordance with its investing policy, the District manages its exposure to declines in fair
values by limiting the weighted average maturity of its investment portfolic to investments with original
maturities of one year or less from the date of acquisition.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31,2007

Credit risk. For fiscal year 2007, the District invested in Lone Star Investment Pool. Lone Star Investment
Pool is duly chartered by the State of Texas Interlocal Cooperation Act and is administered by First Public,
LLC. formerly the Texas Association of School Boards Financial Services. The District’s investments in Lone
Star Investment Pool were rated AAAm (Liquidity) AAATS1 (Liquidity Plus) by Standard & Poor's Investors
Service.

Concentration of credit risk. The District’s investment policy does not limit an investment in any one issuer.

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a bank failure, the
District's deposits may not be returned to it. As of August 31, 2007, District’s bank balance of $753,958 was
not exposed to custodial credit risk because it was insured and collateralized with securities held by the
District's agent and in the District's name.

Custodial credif risk — investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the District will not be able to recaver the value of its investments or collateral securities that are
in the possession of an outside party. The District is not exposed to custodial risk due to the investments are
insured or registered in the District's name, or the investments are held by the District or its agent.

B. Receivables
Receivables as of year-end for the District's individual major and nonmajor funds and fiduciary fund in the
aggregate, including the applicable allowances for uncollectible accounts, are as follows:

Service Nonmajor
Learning and Gther
General State Farm Funds Total
Receivables:
Property Taxes 5 183,018 § -5 -5 183,018
Bue From Other Governments 45,601 - 8,788 54,389
Other Receivables 11,067 - - 11,067
Gross Receivables 236,686 - 8,788 248 474
Less: Allowance for Uncollectible (12,811) - - {12,811)
Net Total Receivables L 226,875 $ - 8 8,788 § 235,663

Tax revenues of the general fund are reported net of uncollectible amounts. Total uncollectible amounts
related to revenues of the current period increased (decrease) revenues as follows:

Uncollectibles Related to General Fund Property Taxes 3 26,379
Total Uncollectibles of the Current Fiscal Year % 26,379

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liguidate liabilities of the current period or in connection with resources that have
been received, but not yet earned. At the end of the current fiscal year, the various components of deferred
revenue reported in the governmental funds were as follows:

Unavailable Unearned
Delinguent Property Taxes Receivable (General Fund) 5 170,207 § -
Grant Drawdowns Prior To Mesting all Eligibility Requirements - 61,500
Total Deferred/Unearned Revenue For Governmental Funds $ 170,207 % 61,500
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31,2007

C. Capital Assets
Capital asset activity for the year ended August 31, 2007 was as follows:

Retirements
Beginning and Ending
Balance Additions Transfers Balance
Governmental Activities:
Capital Assets, not being Depreciated:
Land 5 275003 3 - § - 3 275,903
Total Capital Assels, not being Depreciated 275,903 - - 275,903
Capital Assets, being Depreciated:
Bullding and Imgrovements 6,745,635 - - 6,745,635
Furniture and Equipment 644,734 240,793 {116,195) 769,332
Total Capitfal Assets, being Depreciated 7,390,369 240,793 {116,195) 7,514,967
Less Accumulated Depreciation for;
Building and tmprovements {5,213,270) (43,959 - (5,257,229)
Furniture and Equipment (375,946) (35,111} 108,028 (306,029)
Total Accumulated Depreciation {5,593,216) (79,070) 109,028 {5,563,258)
Tofal Capital Assets, being Depreciated, net 1,787,153 161,723 {7,167} 1,951,708
Governmental Aclivities Capital Assets, net 3 2,073,086 & 161,723 § (7,167} % 2,227,612
Depreciation expense was charged to functions/programs of the District as follows:
Governmental Activities:
Instruction 3 27,629
Instructional Rescurces and Media Services 2,151
Curriculum and Staff Development 2,371
Schaol Leadership 7,208
Student Transportation 11,620
Food Service 5,749
General Administration 2,182
Plant Maintenance and Operations : 20,160
Total Depreciation Expense-Governmental Activiiies 3 79,070
D. Interfund Receivables and Payables and Transfers
The composition of interfund balances as of August 31, 2007, are as follows:
Due From/To Other Funds:
Receivable Fund Payable Fund Amount

None

Interfund balances consist of short-term lending/borrowing arrangements that result primarily from charges that
are paid by a fund and then charged back to the appropriate fund. Additionally, some lending/borrowing may
occur between two or mere nonmajor governmental funds.
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NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31,2007

Interfund Transfers

Interfund transfers are defined as “flows of assets without equivalent flow of assets in return and without a
requirement for repayment.” The following is a summary of the District's transfers for the year ended August
31, 2007.

Transfer Qut Payable Fund Amount

General Fund Other Gevernmental Funds - Nonmajor 3 15,241

General Fund Other Governmental Funds - Nonmajor 843
Totals 3 16,084

The transfers from the general fund were made as local supplements to the National School Breakfast and
Lunch Program $15,241 and Technology Allotment $843 special revenue funds.

E. Long-term Liabilities
The District's long-term liabilities consist of notes payable. The, current requirements for notes payable is
accounted for in the general fund.

Changes in Long-term Liabilities
Long-term liability activity for the year ended August 31, 2007, was as follows;

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities:
Notes Payable $ 341,000 $ 85310 § (71,.478) § 354,832 § 72,517
Governmental Activity
Long-term Liabilities $ 341,000 $ 85310 § (71,478) % 354,832 % 72,517

Notes Payable
The following is a summary of changes in notes payable during the fiscal year:

Interest Amounts
Rate Criginal  Maturity Beginning Ending
Description Payable Issue Date Balance Additions Reductions Balance
Bus 4.95% § 85310 2010 3 -8 85310 § (18,478) 3 66,832
1996 Lease Revenue Bond 7.00% 665,000 201 341,000 - (53,000) 288,000
Tofals $ 341,000 % 85310 % {71,478) % 354,832
Annual debt service requirements to maturity for notes payable are as follows:
Year Ending Total
August 31 Principal Interest Requirements
2008 $ 72,517 $ 22,488 $ 85,005
2009 77,285 17,660 94,945
2010 82,092 12,514 94,606
2011 86,938 7,048 93,986
2012 36,000 1,260 37,260
Totals $ 354837 $ 60,870 % 475,802
F. Fund Balance
Other reserves of fund balance includes the following reservations of funds:
Nonmajor and Other Funds - Scholarship Funds 5 27,377
Total Other Reserves of Fund Balance $ 27,377
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IV. Other Information

A. Risk Management

Health Care Coverage

During the year ended August 31, 2007, the District contributed $150 per month per employee towards the
cost of health care for those who elected to participate in the TRS health care plan.

Workers' Compensation, Unemployment Compensation and Property/Casualty Losses

The District participates in the Texas Assaciation of School Boards Risk Management Fund (“Fund") Workers'
Compensation, Unemployment Compensation and Property/Casualty Program. The Fund was created to
formulate, develop and administer a program of modified self-funding for the Fund's membership, obtain
competitive costs for coverages and develop a comprehensive loss control program. The District pays an
annual premium to the Fund for its coverages and transfers the risk to the Fund. In the event that the Fund
was to discontinue operations, the member districts would be responsible for any eligible claims not funded by
the pool. There were no significant reductions in insurance coverage from the prior year or settlements
exceeding insurance coverage for each of the past three fiscal years.

B. Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may constitute
a liability of the applicable funds. The amount, if any, of expenditures that may be disallowed by the grantor
cannot be determined at this time, although the District expects such amounts, if any, to be immaterial.

C. Joint Venture-Shared Service Arrangement
The District participates in the following shared service arrangement;

San Jacinto Shared Services — Special Needs Cooperative

The District participates in a shared service arrangement for special education funded under IDEA-B Formula
and Preschool and State Supplemental Special Education Funds with other schoal districts. The District does
not account for revenues or expenditures in these programs and does not disclose them in these financial
statements. The revenues and expenditures are disclosed in the financial statements of the fiscal agent,
Shepherd 1.5.D. The District neither has a joint ownership interest in fixed assets purchased by the fiscal
agent, nor does the District have a net equity interest in the fiscal agent. The fiscal agent is neither
accumulating significant financial resources nor fiscal exigencies that would give rise to a future additional
benefit or burden to the District. The fiscal agent manager is responsible for all financial activities of the
shared service arrangement,

Title lll, Part A, English Language Acquisition and Language Enhancement

The District participates in a shared service arrangement for the improvement of the education of limited
English proficient children funded under ESEA Title [ll, Part A, English Language Acquisition and Language
Enhancement. The District participated in the FY 2007 grant with thirty-six (36) other districts and the
Education Service Center, Region VI. The District neither has a joint ownership interest in fixed assets
purchased by the fiscal agent, Education Service Center, Region VI, nor does the District have a new equity
interest in the fiscal agent. The fiscal agent is neither accumulating significant financial resources nor fiscal
exigencies that would give rise to a future additional benefit or burden to the District. The fiscal agent is
responsible for part of the financial activities of the shared services arrangement.

Title ll, Basic Grant Career and Technology Education Program

The District participates in a shared service arrangement for the education of career and technology students,
funded under Title 1I, Basic Grant Career and Technology Education program. The District participated in the
FY 2007 grant with thirty (30) other districts and the Education Service Center, Region VI. The District neither
has a joint ownership interest in fixed assets purchased by the fiscal agent, Education Service Center, Region
VI, nor does the District have a new equity interest in the fiscal agent. The fiscal agent is neither accumulating
significant financial resources nor fiscal exigencies that would give rise to a future additional benefit or burden
to the District. The fiscal agent is responsible for part of the financial activities of the shared services
arrangement.
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D. Defined Benefit Pension Plan

Plan Description. The Goodrich Independent School District contributes to the Teacher Retirement System of
Texas (TRS}, a cost-sharing multiple-employer defined benefit pension plan. TRS administers retirement and
disability annuities, and death and survivor benefits to employees and beneficiaries of the employees of the
public school systems of Texas. It operates primarily under the provisions of the Texas Constitution, Article
XVI, Sec. 67, and Texas Government Code, Title 8, Subtitte C. TRS also administers proportional retirement
benefits and service credit transfer under Texas Government Code, Title 8, Chapters 803 and 805,
respectively. TRS issues a publicly available financial report that includes financial statements and required
supplementary information for the defined benefit pension plan. That report may be obtained by writing to the
TRS Communications Department, 1000 Red River Street, Austin, Texas 78701, by calling the TRS
Communications Department at 1-800-223-8778, or by downloading the report from the TRS Internet website,
www.trs.state.tx.us, under the TRS Publications heading. State law provides for fiscal years 2005, 2006, and
2007 a state contribution rate of 6.0% and a member contribution rate of 6.4%. In certain instances the
reporting district is required to make all or a portion of the state's 6.0% contribution. Contribution requirements
are not actuarially determined but are legally established each biennium pursuant to the following state funding
policy: (1) The state constitution requires the legisiature to establish a member contribution rate of not less
than 6.0% of the member's annual compensation and a state contribution rate of not less than 6.0% and not
more than 10.0% of the aggregate annual compensation of all members of the system during that fiscal year;
(2) A state statute prohibits benefit improvements or contribution reductions if, as a result of the particular
action, the time required to amortize TRS's unfunded actuarial liabilities would be increased to a period that
exceeds 31 years, or, if the amortization period already exceeds 31 years, the period would be increased by
such action. State contributions to {6.0% for the 2005, 2006 and 2007 TRS matching retirement rate and 1.0%
for the 2005, 2006 and 2007 matching TRS-Care rate) to TRS made on behalf of the District's employees for
the years ended August 31, 2005, 2006, and 2007 were $82,735, $83,472 and $91,361 respectively. The
District paid additional state coniributions for the years ended August 31, 2005, 2006 and 2007 in the amount
of $4,003, $8,395 and $2,707 respectively, on the portion of the employees' salaries that exceeded the
statutory minimum and employees salaries from federal and private grants. The contributions made by the
State on behalf of the District have been recorded in the financial statements of the District as both state
revenue and payroll expenditures. These contributions are the legal responsibility of the State.

E. Prior Period Adjustment

A prior period adjustment was necessary to increase net assets $156,760 in Governmental Activities due to
property taxes were incorrectly reported as unearned revenue in the prior period.
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OTHER SUPPLEMENTARY INFORMATION
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GOODRICH INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF DELINQUENT TAXES RECEIVABLE
FOR THE YEAR ENDED AUGUST 31, 2007

1 2 3
Assessed/Appraised
Year Ended Tax Rates Value For School
August 31 Maintenance Debt Service Tax Purposes

1998 and Prior Years $  Various 3 Various 3 Various

1899 1.4861 - 58,997 174
2000 1.4861 - 60,056,636
2001 1.4061 - 61,984,293
2002 1.4861 - 63,186,284
2003 1.4961 - 63,245,405
2004 1.4961 - 65,099,321
2005 1.4961 - 65,961,567
2006 1.80 - 67,142,933
2007 (Schoel Year Under Audit) 1.37 - 82,133,942

1000 Totals

9000 - Fortion of Row 1000 for Taxes Paid into Tax Increment Zone Under Chapter 311, Tax Code
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EXHIBIT J-1

10 20 31 az 40 50
Beginning Current Entire Ending
Balance Year's Maintenance Debt Service Year's Balance
8/1/06 Total Levy Collections Collections Adjustments B/31/07
- 3 1554 § -3 (3,084)
- 362 - (768)
- 654 - {1,382)
- 660 - {1.677)
- 1,071 - (3,110)
- 2,412 - (3,203)
- 3,630 - 753
- 8,662 - 631
- 38,036 - 389
1,125,235 1,069,620 - {57)
1125235 $_ 1,126.661 $ - % {11,508)
- & - 3 - % -
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT J-2
SCHEDULE OF EXPENDITURES FOR COMPUTATION OF INDIRECT COST FOR 2008-2008
GENERAL AND SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED AUGUST 31, 2007
EUNCTION 41 - GENERAL ADMINISTRATION
1 2 3 4 5 6 7
(702) (703) (701) (750) (720) (Other}
Account Account School Tax Supt's Indirect Direct
Number Name Board Coliection Office Cost Cost Misc., Total
611X-6146 |Payroll Costs § - | - |5 105,672 |5 104,016 |§ - |8 - |&% 209,688
Fringe Benefits (Unused Leave
for Separating Employees in
5149 Function 41 and Related 53) -
Fringe Benefits (Unused Leave
for Separating Employees in
all Funclions except Function
G149 41 and Related 53) -
6211 Leagal Services 3,522
6212 Audit Services 10,925
6213 Tax Appraisal and Collection 29,038
621X Other Prof. Services 2,368 - 1,349 488 - - 4,205
65220 Tuition and Transfer Payments ‘- -
6230 Education Service Centers 12,145
6240 Contr. Maint. and Repair -
65250 Utilltles -
6260 Rentals 2,861
G280 Miscellaneous Cantr, 600
5310 Operational Supplies, Malerials - - - - - - -
6320 Textbooks and Reading - - 356 - - - 356
6330 Testing Malerials - - - - - - -
BIXX Other Supplies, Materials 547 B 847 3,182 - - 4,676
5410 Travel, Subsistence, Stipends 3,666 - 4,041 836 - - 8,543
5420 Ins. and Bonding Costs 3,900 3,800
65430 Election Gosts a02
5430 Miscellaneous Operating 3,257 - 2,968 3,400 - - 9,625
6500 Debt Service - -
6600 Capital Outlay 2,174 2,174
Total $_21750 $_ 29038 3 115563 §_ 122847 § 9288 5 4674 $ 303,160
Total expenditures for General and Special Revenue Funds (9) 5 3,179,493
LESS:; Deductions of Unallowable Costs
FISCAL YEAR
Total Capital Cullay (6600} (10) § 266,057
Total Debt & Lease {6500) (11) § 59,343
Plant Maintenance {Function 51, 6100-6400) (12) % 314,173
Food (Function 35, 6341 and 6499) (13 $ 45997
Stipends (6413) (14) % 3,069
Column 4 {zbove) - Total Indirect Cost $ 122,847
Subtotai 851,486
Net Allowed Direct Cost $_2,328.007
CUMULATIVE
Total Cost of Buildings Before Depreciation (1520) (158) % B,745,635
Historical Cost of Bulldings over 50 years old {16) -
Amount of Federal Maney in Building Cost (Net of #16) {17) -
Total Cost of Furniture & Equipment Before Depreciation (1530 & 1540} (18) 769,332
Historical Cost of Furniture & Equipment over 16 years old (19) -
Amount of Federal Money in Furniture & Equipment (Net of #19) (20) % -

(8) Nole A - No Function 53 expenditures are included in this report on adminietrative costs.
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GOODRICH INDEPENDENT SCHOOL DISTRICT EXHIBIT J-3
FUND BALANCE AND CASH FLOW CALCULATION WORKSHEET (UNAUDITED)

GENERAL FUND

AS OF AUGUST 31, 2007

Data
Control
Codes |Explanation [ Amount |

1  Total General Fund Fund Balance as of August 31, 2007 (Exhibit C-1 object 3000
for the General Fund only) § 1,563,663

2  Total General Fund Reserved Fund Balance {from Exhibit C-1 - total of
object 3400s for the General Fund only) -

3  Total General Fund Designated Fund Balance (from Exhibit C-1 - total of
object 3500s for the General Fund only) 1,310,736

4  Estimated amount needed to cover fall cash flow deficits in the General
Fund (net of borrowed funds and funds representing deferred revenues) -

5  Estimate of one month's average cash disbursements during the regular
school session (9/1/07 - 5/31/8) 249 286

6  Estimate of delayed payments from state sources (58XX) including
August payment delays -

7  Estimate of underpayment from state sources equal to variance between
Legislative Payment Estimate (LPE)} and District Planning Estimate (DPE)
or District's calculated earned state aid amount -

8  Estimate of delayed payments from federal sources {(59XX) 8,788
8  Estimate of expenditures to be reimbursed to General Fund frem Capital

Projects Fund {uses of General Fund cash after bond referendum and prior

to issuance of bonds) -
10 General Fund Optimum Fund Balance and Cash Flow (Lines 2+3+4+5+6+7+8+89) 1,568,810
11 Excess (Deficit) Undesignated Unreserved General Fund Fund Balance

{Line 1 minus Line 10) 3 {6.147)

If ltem 11 is a Positive Number
Explanation of need for and/or projected use of net positive
Undesignated Unreserved General Fund Fund Balance:
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GOODRICH INDEPENDENT SCHOOL DISTRICT
NATIONAL SCHOOL BREAKFAST AND LUNCH PROGRAM

BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED AUGUST 31, 2007

Data
Controi
Codes

5700
5800
5900
5020

REVENUES:

Local and Intermediate Sources

State Program Revenues

Federal Program Revenues
Total Revenues

EXPENDITURES:

Current:

Support Services - Student (Pupil):

Food Services
Total Support Services - Student (Pupil)
Total Expenditures

Excess {Deficiency) of Revenues Over (Under)

Expenditures

Other Financing Sources (Uses):

Transfers In

Total Other Financing Sources and (Uses)
Net Change in Fund Balance
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EXHIBIT J4

1 2 3 Variance with
Final Budget
Budgeted Amounts Paositive
QOriginal Final Actual _ {Negative)
23,080 $ 23,090 3 (783)
1,400 1,400 (282)
97,200 97,200 2,469
121,690 121,650 1,404
121,680 136,346 (1,117}
121,690 136,346 (1,117)
121,690 136,346 (1,117)
- {14,656) 287
- 14,656 585
- 14,656 585
- - 872




OVERALL COMPLIANCE AND INTERNAL CONTROL SECTION
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees

Goodrich Independent School District
P.C. Box 789

Goodrich, Texas 77335

Members of the Board of Trustees:

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Goodrich Independent School District {District) as of and for the year ended August
31, 2007, which collectively comprise the District's basic financial statements and have issued our report thereon
dated December 11, 2007. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A control deficiency exists when the design or operation of a contro! does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
District's ahility to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihoed that a misstatement of the
District’s financial statements that is more than inconsequential will not be prevented or detected by the District's
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the District's internal control.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we dao not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.
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We noted certain matters that we reported to management of Goodrich Independent School District, in a
separated letter dated December 11, 2007.

This report is intended solely for the information and use of the Board of Trustees, management, and federal

awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Respectiully submitted,

‘/élereﬁw-c/, o[ym:/x, S/ﬂ’u'd 8) ‘./\/L:i'LAan'L, /9 C

Hereford, Lynch, Sellars & Kirkham, P.C.
December 11, 2007
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GOODRICH INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED AUGUST 31, 2007

SECTION | - SUMMARY OF AUDITORS’ RESULTS

FINANCIAL STATEMENTS
1. Type of auditors' report issued Unqualified
2. Internal Control over Financial Reporting:
a. Significant Deficiencies identified that are not considered |None
to be material weaknesses
b. Material Weaknesses identified None
3. Noncompliance material ta the Financial Statements None

SECTION Il - FINDINGS RELATED TO FINANCIAL STATEMENTS

1. FINDINGS RELATED TO INTERNAL CONTROL OVER FINANCIAL REPORTING

None

2. FINDINGS RELATED TO COMPLIANCE WITH LAWS AND REGULATIONS

None
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GOODRICH INDEPENDENT SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED AUGUST 31, 2007

PRIOR YEAR FINDINGS

No items noted.
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GOODRICH INDEPENDENT SCHOOL DISTRICT
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED AUGUST 31, 2007

CURRENT YEAR FINDINGS

No items noted.
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