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LEGISLATIVE JOINT AUDITING COMMITTEE
DIVISION OF LEGISLATIVE ALDIT

INDEPENDENT AUDITOR'S REPORT

Mayflower School District No. 78 and School Board Members
Legislative Joint Auditing Committee

We have audited the accompanying financial statements of each major govemmental fund and the aggregate remaining fund
information of the Mayflower School District No. 78 {the "District™), as of and for the yaar ended June 30, 2007, which collectively
comprise the District's regulatory basis financial statements as listed in the table of contents. These financial statements are the
responsibility of District management. Qur responsibility is to express opinions on Ihesa financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of Amenca 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 reascnable assurance about whether the
financial statements are free of materal 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 usad and
significant estimates mada by management, as well as evaluating the overall financial statamant presentation. We believe that
our audit provides a reasonable basis for our opinions.

Ag described more fully in Nota 1, the District has prepared thesa financial statements using accounting practices prescribed or
permitied by Arkansas Cade, which practices differ from accounling principies generally accepted in the United States of America.
The effect on the financial statements of the variances between these megulatory accounting practices and accounting principles
generaily accapted in the United States of America, although not reasonably determinable, are presumed to be meteriat.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements referred to
above do nat present fairly, in conformity with accounting principles generally accepted i the United States of america, the
financial position of the District as of June 30, 2007, or the changes in financial position for the year then ended. Further, the
District has not presented a management's discussion and analysis that accounting principles generally accepted In the
United States has determined is necessary 10 supplement, although not required to be part of, the basic financial statements.

In aur opinion, the financiai statements referred to above present fairly, in all matenal respects, the respective financial position of
each major govemnmental fund and the aggregate remaining fund information of the Dislrict as of June 30, 2007, and the
respective changes in financial pesition and budgetary results for the year then ended, on the basis of accounting described in
Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated August 14, 200B 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 pumose of thal report is to describe the scope of our testing
of internal control over financial reporting and compliance and the resuits of that testing, and not to provide an opinion on the
intenal 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.
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Qur audit was conducted for the purpose of foming opinions on the financial statements that colleclively comprise the District's
reguiatory basis financial staterments. The Schedule of Capital Assets (Schedule 1), Expenditures of Federal Awards
(Schedule 2), as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Govemments, and
Non-Profit Qrganizations, Federal Award Programs - Findings and Questioned Costs (Schedule 3} and Federal Award
Programs - Summary of Prior Audit Findings (Schedule 4} are presented for purposes of additional araiysis and are not a
required part of the ragulatory basis financial statements. The Expenditures of Federal Awards (Schedule 2), Federal Award
Programs — Findings and Questioned Costs (Scheduie 3) and Federal Award Programs — Summary of Prior Audit Findings
(Scheadule 4) have been subjected to the auditing procedures applied in the audit of the regulatery basis financial statements and,
in our opinion, are fairly stated in all material respects in relation to the reguiatory basis financial statements taken as a whole.
The Schedule of Capitai Assets (Schedule 1) has not been subjected to the auditing procedures applied in the audit of the
regulatory basis financial statements and, accordingly, we express ng opinion on it.

DIVISION OF LEGISLATIVE AUDIT

)
/ d
Roger A, Norman, JD, CFA, CFE
Legislative Audilor

LitHe Rock, Arkansas
August 14, 2008
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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

Mayflower School District No, 78 and Schoo! Board Members
Legislative Joint Auditing Committee

We have audited the financial statements of each major governmental fund and the aggregate remaining fund infarmation of the
Mayflower School District No. 78 (the "District"), as of and for the year ended June 30, 2007, which collectively comprise the
District's requlatory basis financial statements, and have issued our report thereon dated August 14, 2008, We issued an adverse
opinion because the District prepared the financial statements using accounting practices prescribed or permitted by the Arkansas
Code, which differ from accounting principles generally acceptad in the United States of America. The effect on the financiai
statements of the variances between these regulatory accounting practices and accounting principies generaily accepted in the
United States of America, although not reasonably determinable, are presumed to be matenal. However, the financial statements
present fairly, in afl meterial respects, the respective finencial position of each mejor governmental fund and the aggregate
remaining fund information of the District as of June 30, 2007, and the respective changes in financial position and budgetary
results for the year then ended, on the basis of accounting described in Note t. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards appiiceble to financial audite contained
in Savernment Audiling Standards, issued by the Complroller General of the United States.

Intemmai Control Over Financial Reporting

In planning and performing our audit, we considered the Districl's internal control over financiai reporting as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the regulatory basis financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s intemal control aver financial reporting. Accordingly, we do
not express an opinion or the effectiveness of the District’s intemai control over financial reparting.

Qur coneideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in internal contro! over financiel reporting that might be significant deficiencies or
malerial weaknesses. However, as discussed below, we identified certain deficiencies in intemal control over financial reporting
that we consider to be significant deficiencies.

A conirol deficiency exists when the design or operation of a control does not allow management or employees, in the nomal
course of performing their assigned funclions, {o prevent or detect misstetements on a timely basis. A significant deficiency is a
caontral deficiency, or combination of contre! deficiencies, that adversely affects the District’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with the reguietory basis of accounting as prescribed or permilted by
Arkansas Code such that there is more than a remote likelihood that a misstatemenl of the District’s financial statements that is
more than inconseguential will nat be prevented or detected by the District's internal control. We consider the deficiencies
descnbed in the accompanying schedule of Federal Award Programs - Findings and Questioned Costs as items 2007-1 and
2007-2 to be significant deficiencies in intermal control over financial reporting.

A matenal weakness is a significant deficiency, or combination of significant deficiencies, thal results in more than a remole
likelihood that a material misstatement of the financial staterments wifi not be prevented or delected by the District's intemal
conirod.

Qur consideration of the internal control over financial reporting was for the limited purpose descnbed in the first paragraph of this
section and would not necessanly identify all deficiencies in the internal control that might be significanl deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also considered o be materal weaknesses.
However, of the significant ceficiencies described above, we consider items 2007-1 and 2007-2 in the accompanying schedule of
Federal Award Programs - Findings and Questioned Costs to be material weaknesses.
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Compliance and Qther Matters

As part of obtaining reasonable assurance about whether the District’s regulatory basis financial statements are free of material
misstatement, we parformed tests of its compliance with certain provisions of the state constitution, state and federal laws and
regulations, contracts, and grant agreements, noncompiiance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the District in a separate letter dated August 14, 2008.

The District's response to the findings identified in our audit, excluding the management letter findings, is described in the
accompanying schedule of Federal Award Programs — Findings and Questioned Costs. We did not audit the District's
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Legislative Joint Auditing Committee, the loce! schoci board
and District management, state executive and oversight management, federal regulatory and oversight bodies, the federal
awarding agencies and pass-through entities, and other parties as required by Arkansas Cods, and is not intended to be and
should not be used by anyone other than these specified parties. However, pursuant to Arkansas Code Annotated § 10-4-417,
all reports presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited.

DIVISION OF LEGISLATIVE AUDIT
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LEGISLATIVE JOINT AUDITING COMMITTEE
DIVISION OF LEGISLATIVE ALDIT

REPCRT ON COMPLIANCE WITH REQUREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE iN ACCORDANCE wWITH OMB CIRCULAR A-133

Mayflower School District No. 78 and Schoo! Board Members
Legisiative Jaint Auditing Committee

Compliance

We have audited the compliance of the Mayflower Schoal District No, 78 (the "Distrigt®) with the types of compliance
requirements described in the U.S. Cffice of Management and Budget (OMB) Circufar A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30, 2007, The District's major federal programs are
identified in the summary of auditor's results seclion of the accompanying schedule of Federal Award Programs - Findings and
Questioned Costs. Compliance with the ragquiraments of laws, requiations, contracts, and grants applicable to each of its
maijor feceral programs is the responsibiiity of the District's management. Qur responsibility is to express an opinion on the
District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standerds generally accepted in the Uniled States of
America; the standards applicable to finencial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circuler A-133, Audils of States, Local Govemnments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform thae audit to obtain reasonable assurance about
whether noncompiiance with the types of compliance requirements referred to above that could have a direct and material
effact on a major federal program occurred. An audit includes examining, on a tast basis, evidence about the District's
complience with those requirements and performing such other procedures as we considered necessary in the circumstances.
We beliave that our audit provides a reasonable basis for our opinion. Qur audit does not provide a legal determinetion of the
District's compliance with those requirements.

As daescribed in tern 2007-3 in the accompanying schedule of Federal Award Programs - Findings and Questionad Costs, the
District did not comply with requirements regarding aliowable costs/cost principles that are applicable to its Child Nutrition
Cluster. Compliance with such requirements is necessary, in our opinion, for the Oistrict to comply with the requirements
applicable o that program.

In our opinion, except for the noncompliance descnbed in the preceding paragraph, the District compiied, in all matenal
respacts, with the requirements refermed to above that are applicable to each of its Major federal programs for the year ended
June 3@, 2007.

Inlernal Controi Over Compliance

The management of tha District is responsible for establishing and maintsining effective internai control over compliance with
the raquirements of laws, regulations. contracts, and grants applicabie o federal programs. In planning and performing aur
audit, we considered the District's Internal contrai over compliance with the requiremants thal could have a direct and material
effect on a major federal program in order to deternine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing anm opinion on tha effectiveness of intemal contro! gver compliance.
Accordingly, we do not express an opinion on the effecliveness of the Distnct’s internal control over compliance.

Our consideration of internal contral over compliance was for the limited purpose described in the preceding paragraph and
would not necessarly identify all deficiencies in the District's inlemal control that might be significant deficlencies or matenal
weaknesses as defined below. However, as discussed below, we identified a cenain deficiency in internal control over
compliance that we corsider to be a significant deficiency.
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A control deficiency in an entity's intemal control aver campliance exisls when the design or operatian of a control does not
allow management or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance with a type of compiiance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the District's ability to administer a federal
program such that there is more than a remote likelihood that noncompliance with a type of compliance reguirement of a
federal program that is more than inconsequential will not be prevented or detected by the Disirict's intemai control, We
consider the deficiency in intemal control over compliance described in the accompanying schedule of Federal Award
Programs - Findings and Questioned Costs as item 2007-3 to be a significant deficiency.

A material weakress is a significant deficiency, or combination of significant deficiencies, that results in more than a mmole
likelihood that material noncompliance with a type of compliance requirement of a federal program will not be prevented or
detected by the District’'s internal control. Of the significant deficiency in internal control over compliance described in the

accompanying schedule of Federal Award Programs — Findings and Questioned Costs, we consider item 2007-3 to be a
material weakness.

This report is intended solely for the information and use of the Legislative Joint Auditing Committee, the local school board
and District management, state executive and oversight management, federal regulatory and oversight bodies, the federal
awarding agencies and pess-through entities, and other parties as required by Arkansas Code, and is net intended to be and
should not be used by anyone other than tnese specified parties. However, pursuant to Arkansas Code Annolated § 10-4-417,
all reports presented to the Legisletive Joint Auditing Committee are matlers of public record and distribution is not limited.

DIVISICN OF LEGISLATIVE AUDIT
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Littie Rock, Arkansas
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MANAGEMENT LETTER

Mayflower School District No. 78 and School Beand Members
Legislative Joint Auditing Commities

As a management service, we would like to communicaie the following items that came to our attention during this audit. The
purpose of such comments is to provide constructive feedback and guidance, in an effort to assist management to maintain a
satisfactory levei of compliance with the state constitution, laws and regulations and achieve adequate intemal controls,
These matters were discussed previously with District officials during the course of our audit fieldwork and at the exit
conference.

1. Ark. Code Ann. § 6-5-307 requires any increase in the Educational Excellence Trust Fund to be used by the District to
provide salary increases for current certified personnel. Our examination of salary requirements disclosed an increase of
$59,375 that was not distributed to cartified personnel.

2. The Distnct did not comply with ethics law Ark. Code Ann. § 6-24-101 et seq., which requires Board and Arkansas
Department of Education approval, reialing to the following transactions:

s The District purchased commodities, totaling $140,409, from a vendor employing a family member of a Board
member.

* The District purchased computer equipment, costing $48,871, lrom a District employee.

3. The District could not provide documentation that bids were solicited for the installation of lights at the baseball field in the
amount of $15,854. Ark. Code Ann. § 6-271-304 requireés bids be obtained for applicable purchases equal lo or in excess
of $10,000.

This letter is intended solely for the information and use of the Legislative Joint Auditing Committee, the logal school board and
District managemenl, state executive and oversight management, federal reguiatory and oversight bodies, the federal
awarding agencies and pass-through entities, and ather parties as required by Arkansas Code, and is not intended to be and
should not be used by anyone other than these specified parties. However, pursuant io Arkansas Code Annotated § 10-4-417,
all reports presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited.

DIVISION OF LEGISLATIVE AUDIT
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Little Rock, Arkansas
August 14, 2008
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ASSETS
Cash
Due from other funds

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabiliies
Cue sludent groups
Due to other funds
Deferred laxes
Tolal Liabililies

Fund Balances:
Reserved:
Capilal projects
Unreserved;
Undesignated
Total Fund Balances

TOTAL LIABILITIES AND
FUND BALANCES

The accompanying notes are an integral part of Ihese financiai statements.

MAYFLOWER SCHOOL DISTRICT NO. 78

FAULKNER COUNTY, ARKANSAS

BALANCE SHEET - REGULATORY BASIS

JUNE 30, 2007

Governmental Funds

Exhibit A

Major
Special Other Fiduciary
General Ravenue Aggregate Fund Types
$ 477.42% 3 60,396 957,078 47,937
350,000
3 477429 & 60,396 1,307.078 47,937
¥ 1479 % 2,996 1,516
46,421
350,000
32,096
393,575 2,996 47,937
1,307,076
83,654 57.400
83,854 57.400 1.307.078
] 477,429 3 60,396 1,307,078 47,937




MAYFLOWER SCHOGL DISTRICT NO. 78 Exhibit B
FAULKNER COUNTY, ARKANSAS
STATEMENT OF REVENUES, EXPENDITURES AND GHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2007

Major
Special Othar
General Revenua Aggregate
REVENUES
Property taxes (including property tax relief trust distribution) 5 1,776,279
State assistance 4,777 962 3 3,300
Federal assistance 2,040 £92,436
Activity revenuas 112,372
Meal sales 138,526
Investmenl income 85,028 3 9,199
Qther revenues 36,236 )
TOTAL REVENUES 6,793,917 835,282 3,199
EXPENDITURES
Regular programs 3,457,109 45,104
Spacial aducation 427,517 45,046
Waorkforce educalion 157,583
Compensatary education 14,458 136,310
Other instructional programs 171121
Student suppoH services 233,928 39,783
Instructional stalf support services 212,934 45,452
General adminisiration suppor services 199,712 69,761
School administration suppert sarvices 426,162
Business suppor services 261,342 7527
Operalicn and maintanancg of pient services 653,271 11,333
Student transporation services 489,537 31,971 4,854
Other suppor sarvicas 5,601
Food sarvices operations 31,399 386,107
Facilitias acquisition and construction services 16,682 301,105
Non-programmed costs 55,293 41,570
Aclivity expandituras 114,377
Dabt Sefvice:
Principal retirement 45,997 150,000
Interest snd fiscal charges 17.312 251,010
TOTAL EXPENDITURES §,995.375 859,944 706.969
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES (201,458) {24,682) (657.770)
OTHER FINANCING SOURCES (USES)
Transfers in 150,000 51,541 322,442
Transfers out (373,983} (150,000}
Early retirement of debt {5,341)
Proceeds from loans payable 139,800
TOTAL OTHER FINANCING SOURCES {USES) (88,524) 51,541 172,442
EXCESS OF REVENUES AND OTHER
SOQURCES OVER (UNDER) EXPENDITURES
AND OTHER USES (290,982} 26,859 {525,328)
FUND BALANCES - JULY 1 374.836 30.541 1,832,408
FUND BALANCES - JUNE 30 3 53,854 3 57 400 5 1,307,078

Tha accompanying notes are an inlegral part of these financial statemeants.
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MAYFLOWER SCHOOL DISTRICT NO. 78

FAULKNER COUNTY, ARKANSAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2007

Exhibit C

General Special Revenue
Variance Variance
Favorabie Favorable
Budget Aclual (Unfavorable) Budgel Aclual {Unfavorable)
REVENUES
Properly laxes {including properly tax reliel lrusl dislribulion} & 1,948,017 1,776,279 $ {171,738)
Siale assislance 4,756,262 4 777,962 21700 3.000 3,300 300
Federal assislanca 2,040 2,040 675,824 692,438 16,512
Aclivily revenues 112,372 112,372
Meal sales 171,200 139,526 (31,674)
Investiment incoma 15,000 B9.028 74,028
Olher revenues 98,145 36,236 (61,909) 500 {500}
TOTAL REVENUES 6,817,424 6,793,917 {23,507} 850,624 835,262 (15,362)

EXPENDITURES
Reguiar programs 3,456,411 3,457,109 39,302 46,788 45,104 1,684
Specal education 434 481 427517 6,964 51,205 45,046 8,159
Worklorce education 149,100 157,583 {8,483}
Compensalory sducalion 22,061 14,498 7,563 163,778 136,310 27,468
Olher insliuctional programs 219,222 171121 48,101
Sludent support services 246,996 233,928 13,068 44,921 39,763 5,158
Inslruclional siafl supporl services 204,986 212834 (7.968) 55,547 45,452 10,095
General administralion supporl services 222,446 199,712 22,734 69,587 69,761 (174)
School adminislralion supporl services 413,071 426,162 {13.091)
Business support services 282,729 281,342 21,387 7,483 7,527 {44)
QOperalion and mainlenance of plant services 475,760 653,271 (177,511) 3,125 11,333 (8,208)
Student lransporlation services 340,751 489 537 (148,786) 38,254 31,971 6,283
Olher supporl servicas 8,000 5,601 309
Food services operalions 31,399 {31,399) 383,533 386,107 (2,574)
Facililies acquisiion and construclion services 16,682 {16,862)
Non-programmed cosls 28,375 55,293 {28,918) 43,005 41,570 1435
Aclivily expendilures 114,377 (114,377)
Deb! Serviga:

Principal retirement 18,150 49,997 {31,847)

Inleresl and fiscal charges 11,650 17,312 {5,862)

TOTAL EXPENDITURES 6,570,169 6,995,375 (425,206) 907,226 859,944 47,282
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MAYFLOWER SCHOOL DISTRICT NQO. 78

FAULKNER CAOUNTY, ARKANSAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2007

Exhibit C

General Special Revenue
Variance Variance
Favorable Favorable
Budget Aclual {Unfavarable) Budgel Actual {Unfavarable)
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES $ 247,255 $ {201,458) ] (448,713) (56,602) & (24,682) $ 31,920
OTHER FINANCING SOURCES (USES)
Transfers in 3,661,272 150,000 (3,541,272) 10,000 51,541 21,541
Translers aul {3,854,178) (373,983) 3,480,195
Early relirementi of debt {5,341) {5.341)
Proceads from loans payabie 139,800 139,800
TOTAL OTHER FiINANCING SOURCES {USES) {192,906) (89,524} 103,382 30,600 51,541 21,541
EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER} EXPENDITURES
AND OTHER USES 54,349 (290,982) (345,331) {28.602) 26,859 53,461
FUND BALANCES - JULY 1% 444,636 374,836 {65.800) 35,728 30,541 (5,187}
FUND BALANCES - JUNE 30 g 498985 § 83,854 % {415,131) 9,126 § 57400 § 48,274

The accompanying noles are an inlegral parn ol these linancial stalemenls.
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MAYFLOWER SCHOOL DISTRICT NO. 78
FAULKNER COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Reporting Entity

The Board of Education, a five member group, is the level of govemment, which has responsibilities
over all activities related to public elementary and secondary school education within the jurisdiction of
the Mayfiower School District. There are no component units.

Description of Funds

Major governmental funds (per the regulatory besis of accounting) are defined as General and
Special Revenue.

Gengral Fund - The General Fund is the general operating fund and is used to account for all financial
resources, except those required to be reported in ancther fund.

Special Revenue Fund - The Special Revenue Fund is used o account for the proceeds of specific
revenue scurces (other than trusts for individuals, private organizations, or other govemments or for
major capital projects) that are legally restricted 1o expenditures for specified purposes.

Other govermmental funds, presented in the aggregate, cansist of tha following:

Capital Projects Fund — The Capital Projects Fund is used to accaunt for financial resources
o be used for the acquisition or construction of major capital facilities (other than those
financed by proprietary funds or in trust funds for individuals, private arganizations, or other
governments?,

Debt Service Fund -~ The Deblt Service Fund is used ta account for the accumulation of
resources for, and the payment of, general long-termm debl principal, interest and related
coste.

Fiduciary Fund types include the following:

Agengy Funds - Agency Funds are used to report resources held by the reporting
government in a purely custodial capacily (assets equal liabiiities).

Measurement Focus and Basis of Accounting

The financial statements are prepared in accordance with a regulatory basis of accounting (RBA).
This basis of accounting is prescribed by Arkansas Code Annotated § 10-4-413(c), as provided in
Act 2201 of 20035, and requires that financial statements be presentsd con a fund basis with, as a
minimum, the general fund and special revenue fund presanted separately and all other funds
included in the audit presented in the aggregate. The law also sliputates that the financial
statements consist of a balance sheet; a statement of revenues, expenditures, and changes in fund
balances; a comparisen of the final adopted budget to the actual expenditures for the generai fund
and special revenue funds of the entity; notes to financial statements; and a supplemental scheduie
of capital assels, including land, buildings, and eguipment. The iaw further stipulates that the State

Board of Education shall promulgate the rules necessary to administer the regulatory basis of
presentation.

The RBA is not in accomdance with generaily accepted accounting principies {GAAP). GAAP require
that basic financial statemenis present govemment-wide financial statements. Additionally, GAAP
require the following major concepts; Management's Discussion and Anatysis, accrual basis of
accounting for govemment-wide financial statements, including depreciation expense, modified
accrual basis of accounting for fund financial statements, separate financial statements for fiduciary
fund types, separate identification of special and exiraordinary items, inclusion of capital assets and
debt In the financial statements, specific procedures for the identification of major govemmental funds
and applicable note disclosures. The RBA does not requite government-wide financial statements or
the previously identified concepts.
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MAYFLOWER SCHOOL DISTRICT NO. 78
FAULKNER COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

1: SUMMARY COF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Measurement Focus and Basis of Accounting {Continusd)

The accompanying financial statements are presented on a fund basis. A fund is defined as a fiscal
and accounting sntity with a self-palencing set of accounts, which are segregated for purposes of
recording specific activities or attaining certain objectives. Revenues are reported by major sources
and expenditures are reported by major lunclion, Other transactions, which are not reported as
revenues or expenditures, are mporied as other finencing sources and uses. Transactions releted tov
the recording of installment contracts and capital leeses are reported as other financing sources.
Changes in private-purpose trust funds will be reflected in the nates to the financial statements.

Revenue Recognition Policies

Revenues are recognized when they become susceptibie t© accrual in accordance with the RBA,
except lor property taxes (see Note 1 F below),

Capital Assets

Information on capital assets and related deprecietion is reported at Scheduis 1, Capital assets are
cepitalized at historical cost or estimated historicei cost, if actual daia is not available. Capital essets
purchased are recorded as expenditures in the applicable fund at the time of purchese. Donated
capital assels are reported et fair value when received. The District maintains a threshold level of
31,000 for capitalizing equipment. Library hoidings are not capitalized.

No salvage velue is taken into consideration for depreciation purposes. Al capital assets, other than
land and construction in progress, are depreciated using the straight-line method over the following
useful lives:

Asset Class Estimated Useful Life in Years
Improvements/infrastructure 20
Buildings 50
Equipment 5-20
Praoperty Taxes

Praperty taxes are levied in November based on property assessment made between January 1 and
May 31 and are an enforceable lizn on January 1 for real property and June 1 for personal property.
The lax macords are opened on the first business day of March of the year following the levy dale and
are considered delinquent after October 10 of the same calendar year. Property taxes are accrued or
deferred, as applicable, in accordance with guidelines issued by the Arkansas Department of
Education {ADE), which were effective beginning with the fiscal year ended June 30, 2006, Arkansas
law defines revenue receipts of a schoal district and includes forty percent (40%) of the preceeds of
local taxes which are not pledged lo secure bonded indebtadness or forty percent (40%) of the
revenue from the uniform rate of tax whichever is greater collected in the succeeding calendar year,
commonly known as 40% pullback, within that definition. The ADE has determined that school
districts must utilize the 40% pullback amount, as calculated by lhe ADE and reflected on the
respective county’s abstract of assessments, in recording property tax revenue as follows:

« If the amount of 4D0% pullback collected by June 30" is less than the calcutated 40% puliback
amount, the difference must be accrued;

+ Ifthe amount of 40% puliback collected by June 30" is more than the calculaied 40% pullback
amount, the excess must be recorded as deferred taxes.
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MAYFLOWER SCHOOL DISTRICT NO. 78
FAULKNER COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

RISK MANAGEMENT (Continued)

Additionalty, the District participates in the Amkansas School Boards Association — Risk Management Program
{the Associalion), a self-insurance program voluntarily established on Febtuary 1, 1984 pursuant to state iaw.
The Association is responsible for obtaining and administering insurance coverage for property and vehicles for
its members, as well as obtaining reinsurance coverage for those claims that exceed the standard policy ilimits.
In its administrative capacity, the Association is responsible for monitoring, negobating and settling claims that
have been filed against member districts. The District pays an annual premium for its coverage of buildings,
contents, and vehicles. .

The District participates in the Arkansas Fidelity Bond Trust Fund administered by the Governmental Bonding
Board. This program provides coverage for actual losses susiained by its members through fraudulent or
dishonest acts committed by officials or employees. Each loss is limited to $250,000 with a $1,000 deductible.

Premiums for coverage are paid by the Chief Fiscal Cfficer of the State of Arkansas from funds withheld from
the Public School Fund.
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Nondepreciable capital assels.
Land
Construction in progress
Total nondepreciable capital assets

Dspreciable capital assels:
Buildings
Improvements/infrastructure
Equipment

Total depreciable capital assets

Less accumulated depreciation for;
Buildings
Improvements/infrastructure
Equipment

Total accumulated depreciation

Totel dapraciable capital assets, net

Capital assets, net

MAYFLOWER SCHOOL DISTRICT NO, 78
FAULKNER COUNTY, ARKANSAS
8CHEDULE OF CAPITAL ASSETS

FOR THE YEAR ENDED JUNE 30, 2007
(Unaudited)

-20-

Schedule 1

Balance
June 30, 2007

$

179,140
317,725

496,865

8,676,402
457,321
1,296,737

8,430,484

1,875,936
234,823
672,561

2,783,720

5,646,740

5,143,609




MAYFLOWER SCHOCL DISTRICT NQ. 78 Scheduie 2
FAULKNER COUNTY, ARKANSAS
EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

Federal Pass-Through
Federal Grantor/Pass-Through CFDA Entity Jdentifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
CHILD NUTRITION CLUSTER
U. S. Department of Agriculture
Passed Through Stete Deparment of Education:
School Breakfast Program 10.553 83-01 3 38,936
National School Lunch Program 10.555 63-01 154,858
TOTAL CHILD NUTRITION CLUSTER 183,594
OTHER PROGRAMS
U, S. Department of Agriculture
Food Donation {(Note 2) 10.550 63-01 762
Passed Through State Department of Health and Human Services:;
Food Donetion {Note 3) 10.550 63-01 8,131
Total LU, S. Department of Agriculture 9,913
L. S. Departrent of Education
Passed Through State Department of Education:
Title | Grants - Local Educational Agencias B4.010 83-01 119,548
Special Education - Grants to Stales B84.027 83-01 183,281
Safe and Drug-Free Schoois and Communities -
State Grants 84.186 8301 1,521
Fund for the imprvement of Education 84.215 63-01 1,298
Twenty-First Century Community Learning Centers 84287 B83-01 104,996
Improving Teecher Quaility State Grants 84.367 B83-01 45,104
Totai U. S. Department of Ecucation 435,748
TOTAL OTHER PROGRAMS 445,661
TOTAL EXPENDITURES OF FEDERAL AWARDS 3 539,255

Nate 1:

Note 2:

Note 3:

Note 4.

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Basis of Presentation - The accompanying schedule of expenditures of federal awerds includes the federal grant activity of
Mayflower Schoaol District No. 78 and is presented on the regulatory basis of accounting. The information in this schedule
is presenied in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Frofit Organizations. Therefore, some amounts presended in this schedule may differ from amounts presented in, or used
in the preparation of, the requlatory basis financial stetements.

Nonmonetary assistance is reported at the approximate value as provided by the U. S. Department of Defense through an
agreementl with the U. 8. Depariment of Agriculture.

Nonmonetary assistance is reported at the approximate value as provided by the State Depertment of Health and Human
Services.

During the year ended June 30, 2007, the District received Medicaid funding of $26,322 from the Stale Depertment of
Heaith and Human Services. Such payments are nof considered Federal awards expended and therefore are not included
in the above schedule.
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MAYFLOWER SCHOOCL DISTRICT NOC. 78 Schedule 3
FAULKNER COUNTY, ARKANSAS
FEDERAL AWARD PROGRAMS -
FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

SECTION | - SUMMARY OF AUDITOR'S RESULTS

FINANCIAL STATEMENTS

Types of auditor's reports issued: GAAP basis of reporting - adverse
Regulatory basis opinion units - unqualified

Internal control over financial reporting:

@ Material weaknessies) identified? Vv yes M o
® Signiﬁcapt deficiencies identified that are not considered to I~ yes ¥ none reported
be matenal weakness(es)?
Noncempliance matenal i financial statements noted? r~ yes ’ o
FEDERAL AWARDS
Intemal control over maejor programs:
@ Material weakness(es) identified? & yes I o
@ Significant deficiencies identified Lhat are nol considered to T ves ¥ none reported

be matenal weakness(es)?

Type of auditor's report issued on compiiance for major programs: unqualified for all major programs except for the Child Nutrition
Clusler, which was qualified.

Any audit ﬂnd'|_ngs disglosed that are requi(ed {0 be reported in ~ yes ™ no
accordance with Section 510(a) of OMB Circuiar A-1337?
Identification of major programs:
CFDA Numbers Name of Federal Pragrams or Cluster
10.553 and 10.555 Child Nutrition Cluster
84.010 Title | Grants - Local Educational Agencies
B4.027 Special Education - Grants lo States
Dollar lhresheld used to distinguish between Type A and Type B
programs: 3 300,000
Audilee quaiified as iow-risk auditee? I~ yes ¥ no
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MAYFLOWER SCHOOL DISTRICT NO. 78 Schedule 3
FAULKNER COUNTY, ARKANSAS
FEDERAL AWARD PROGRAMS -
FINDINGS AND QUESTIONED CCSTS
FOR THE YEAR ENDED JUNE 30, 2007

SECTION Il - FINANCIAL STATEMENT FINDINGS

SIGNIFICANT DEFICIENCIES

2007-1.

2007-2,

Segregation of Duties

Critena: Financial accounling duties should be distributed among appropriate employaes to enhance the design of the
intemel control process to ensure the preparation of reliable financial stalements that are fairly presented in conformity
with Ihe regulatory basis of accounting.

Condition: The District has nol segregated financiai accounting dulies among apprepriate employees o provide
reasonable assurance about the achievement of the entity's objectives with regard to reliability of financial reporting.

Context: Compietion of intemnal control questionnaire.

Effect: Financial accounting duties are not distibuted among the District's employees to sufficiently reduce the risk that a
material misstaternent of the financiel statements due Io fraud or eror will not be prevented or detected.

Cause: Costbenefit implications hinder the District’s ability to adequaiely segregate financial accounting dulies among
employees.

Recommendation: To achieve effective intemal control over financial reporting, accounting duties should be distributed
amaong appropriale employees.

Views of responsible officiais and planned comective actions: We concur with the recommendation and will implement
this to the extent financially feasible.

Misstatements not Detecled by Intemal Contml System

Criteria: Financial accounting records should be accurate lo ensure the preparation of financial statements that are fairly
presented in conformity with the regulalory basis of accounting.

Condition: The District's intemal control system did not prevent or detect material erfors in the financial accounting
records. Such records are ufilized in the preparation of the Distnict's financial statements. The District incortectly
transterred 3350.000 1o the general fund from the capital projects fund, which is included in the other aggregate funds.
Tha $350,000 represented funds reserved for capilal expenditures and the District transferred the fupds back to the
appropriate fund in September of 2007. However, at June 30, 2007, the Districl did nat properly recognize the funds due
back 1o the capila! projects fund. The financial stalerments were subsequently comected by adjusting entries dunng the
audit figldwork.

Conlext: Necessary adjusiment to the accounting records.

Effect: Funds reserved for capital expenditures were transferred lo the gemeral fund, and the comesponding
misstatement ta the financial accounting records was not detected by the Disirict's intemnal control system.

Recommendation: District management should implement procedures to ensure reserved funds are used for intended
purposes and accounling records are properly monitored.

Views of responsible officials and planned corrective actians: We concur with the recommendation and will establish
procedures to ensure correcl management of these funds.
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MAYFLOWER SCHOOL DISTRICT NO. 78 Schedule 3
FAULKNER COUNTY, ARKANSAS
FEDERAL AWARD PROGRAMS -
FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SIGNIFICANT DEFICIENCY

2007-3.

U. 8. DEPARTMENT OF AGRICULTURE

PASSED THROUGH STATE DEPARTMENT OF EDUCATION
CHILD NUTRIT!ON CLUSTER - CFDA 10.553 AND 10.555
PASS-THROUGH NUMBER &3-01

AUDIT PERIOD - YEAR ENDED JUNE 30, 2007

Allowable Costs/Cost Principles

Criteria: Office of Managerment and Budget {OMB) Circular No. A-87 establishes principles and standards for
determining aliowable costs frorn federal awards.

Condilion: The Cistrict expended $4,077 for selaries and benefits for the District's bookkeeper and 510,258 for utilities, a
total of $14,335. These expenditures were not charged utilizing an approved allocation method.

Questioned costs: Tatal questioned costs of 314,335 were detected.
Context: Exarnined bookkeeper's contract and District's worksheet for proration of utilities.

Effect: Prograrn funds were incorrecty utilized 1o pay salaries and benefits for an administrative employee and utilities.

Cause: District did not utilize an approprate allocation method for carain costs and there was a lack of management
oversight and controls over prograrn expenditures.

Recommendation: The District should contact the Child MNutrition section of the Arkansas Department of Education for
further instructions regarding these questioned costs.

Views of responsibie officials and planned comective actions: Funds have been reimbursed to the food servics account.
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There were no findings in the prior audit.

MAYFLOWER SCHOOCL DISTRICT NQ, 78
FAULKNER COUNTY, ARKANSAS
FEDERAL AWARD PROGRAMS -

SUMMARY OF PRICR ALIDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2007

-95.

Schedule 4



