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LEGISLATIVE JOINT AUDITING COMMITTEE
 
DIVISION OF LEGlSLAffi'E Almrr
 

INDEPENDENT AUDITOR'S REPORT 

Mayflower School District No. 78 and School Board Membe~ 

Legislative Joint Auditing Committee 

We have audrted the accompanying financial statements of each major govemmental fund and the aggregate remaining fund 
infonnation 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. Our responsibility is to express opinions on !hese financial statements based on our audit. 

We conducted our audrt 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 perfonn 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 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 (or our opinions. 

As descrlbed more fUlly in Nota 1, the District has prepared thesa financial statements using accounting practices prescribed or 
pennitted by Arkansas Code, which practices differ from accounting principles generally accepted in the Unrted States of America. 
The effect on the financial statements of the variances between these regUlatory accounting practices and accounting principles 
generally accapted in the United Stales of America, although not reasonably determinable, are presumed to be mete rial. 

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements referred to 
above do not present fairly, in conformity with accounting principles generally accepted in 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 detennined is necessary to supplement, although not required to be part of, the basic financial statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of 
each major govemmental 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 1. 

In accordance with Government AUditing Siandards, we have also issued our report dated Augusl14, 2008 on our consideration 
of the District's internal control over financial reporting and on our lests of its compliance with certain pmvisions of iaws. 
regulations, contracts, and grant agreements and other malte~. The pUlTJose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results 01 that testing, and not to provide an opinion on the 
intemal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Governrnenr Auditing Standards and should be considered in assessing the results of our audit. 



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the District's 
regulatory basis financial statements. 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-Profrt Organizations, Federal Award Programs - Findings and Questioned Costs (Schedule 3) and Federal Aware' 
Programs - Summary of Prior Audit Findings (Schedule 4) are presented for purposes of additional analysis and are I10t 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 Aud,'t Findings 
(Schedule 4) have been subjected to the auditing procedures applied in the audit of the regulatory basis financial statements and, 
in our opinion, are fairly stated in all material respects in relation to the regulatory basis financial statements taken as a whole. 
The Schedule of Capital 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 no opinion on it. 

DIVISION OF lEGISLATIVE AUDIT 

{~I/UJ---
Roger A. Norman, JD, CPA, CFE 
Legislative Auditor 

Little Rock, Arl<ansas 
August 14, 2008 
EDSD11907 
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LEGISLATIVE JOINT AUDITING COMMITTEE
 
DI\lSlON Of UGISI.ATIVE AVDIT
 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPUANCE AND OTHER MATTERS
 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITlNG
 

STANDARDS
 

Mayflower School District No. 78 and School Board Memb6~ 

Legislative Joint Auditing Committee 

We have audited the financial statements of each major governmental fund and the aggregate remaining fund information of the 
Mayflower School District No. 76 (the "District"), as of and for the year ended June 30, 2007, which collectively comprise the 
District's regulatory 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 accoUflting principles generally accepted in ltIe United Slates of America. The effect on the financial 
statements of the variances betv.'een these regulatory accounting practices and accounting principles generally accepted in the 
United States of America, alltlough not reasonably determinable. are presumed to be material. However, the f1nandal statements 
present fairly, in all meterial respects, the respective finencial positiO!l 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 lhe year then ended, on the basis of accounting described in Note 1. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards appliceble to financial aUdits contained 
in Govemment Auditing Standards, Issued by the Complroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audil we considered the District's internal control over financiai reporting as a basis for des9ning 
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 internal control over financial reporting. Accordingly, we do 
not express an opinion on the effectiveness of the District's internal control over rlflancial reporting. 

Our consideration 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 control over financiel reporting that might be significant deficiencies or 
materiai weaknesses. However, as discussed below, we identified certain deficiencies in intemal control over financial reporting 
that we conSider to be significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow management or employees, in the normal 
course of performing their assigned functions, to prevent or detect misstetements on a timely basis, A significant deficiency is a 
control deficiency, or combination of control deficiencies, that advemely affects the District's ability to initiate, authorize, record, 
process, or report financial data reliab,'y in accordance with the reguletory basis of accounting as prescribed or permitted by 
Arkansas Code such that there is more than a remote likelihood that a misstatement of the District's financial statements that is 
more than inconsequential will nat be prevented or detected by the District's internal control. We consider the deficiencies 
descnbed in the accompanying schedule or Federal Award Programs· Findings and Questioned Costs as items 2007·1 and 
2007~2 to be significant deficiencies in internal control over financial reporting. 

A matenal weakness is a significant deficiency, or combina~on of signmcant deficiencies, lIlat 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 intemal 
control. 

Our consideration of the Internal control over 1inanci.ai reporting was for the limited purpose described in the flmt paragraph of this 
section and would not necessarily identify all deficiencies in the internai control that might be significant deficiencies and, 
accordingly, would not necessarily disclose all signi1icant deficiencies that are also considered to be material weaknesses. 
However, of the slgnmcant deficiencies 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, 



Compliance and Other Mattern 

As part of obtaining reasonable assurance about 'Nhelher 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, 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 do nol express such an opinion, The results of our tests disclosed no instances of 
noncompliance or other mattern 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 locel school board 
and District management, state executive and oversight management. federal regulatory and overnight bodies, the federal 
awarding agencies and pass-through entities, and other 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 to Arkansas Code Annotated § 1Q-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 

, n ;/
! 

-1­
r-·t·~ CJ. ~ 
• 1 '. 1 ·1 
'--~arry W. Hunter, CPA, CFE 

Deputy Legislative Auditor 

Little Rock, Arkansas 
August 14, 2008 
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LEGISLATIVE JOINT AUDITING COMMITTEE•
DIVISION OFllGISI.AID'E ALiDIT 

REPORT ON COMPliANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL
 
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
 

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

Compliance 

We have audited the compllance of the Mayflower School District No. 78 (the "District") with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that 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 section of the accompanying schedule of Federal Award Programs· Findings and 
Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable lo each of its 
major 1ederal programs is the responsibUity of the District's management. Our responsibility is to express an opinion on the 
District's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standerds generally accepted in the United States of 
America; the standards-applicable to finencial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United Slates; and OMB Circuler A-133, AUdits of States, Local Govemments, and Non-Profil Organizations. 
Those standards and OMB Circuiar A.133 reqUire that we plan and perform the audit to obtain reasonable assurance about 
whether noncompliance with the types of compliance requirements referred to above that could have a direcl and material 
effect on a major federal program occurred, An audit includes examining, on a test basis, evidence about the District's 
complience with those requirements and performing such other procedures as we considered necessary in the circumstances. 
We bel;eve that our audit provides a reasonable basis for our opinion. Our audit does not proVide a legal determinetion of the 
District's compiiance with those requirements. 

As described in item 2007-3 ,'n the accompanying schedule of Federal Award Programs - Findings and Questioned Costs. the 
District did not comply with requirements regarding aliowabie costs/cost principles that are applicable to its Child Nutrition 
Cluster. Compliance with such reqUirements is necessary, in our opinion, for the District to comply with the requirements 
applicable to that DfOgram. 

In our opinion, except for the noncompliance described in the preceding paragraph, the District compiied. in all material 
respects, with the reqUirements referred to above that are applicable to eech of its major federal programs for the year ended 
June 30, 2007. 

Inlernal Control Over Compliance 

The management of lhe District is responsible for establishing and maintaining effecUve internal control over compliance with 
the requirements 01 laws, regulations. contracts. and grants applicabie to federal programs. In planning and performing our 
audit, we considered the District's internal control over compliance with the reqUIrements thaI could have a direct and material 
effecl on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on 
compliance, but not for the purpose of expressing an opinion on the effectiveness of intemal control over compliance. 
Accordingiy, we do not express an opinion on the effectiveness of the District's internal control over compliance. 

Our consideration 01 internal control over compliance was for the limited purpose described in the preceding paragraph and 
would not necessarily identify all deficiencies in the District's inLemal control that might be significant deficiencies or material 
weaknesses as defined below. However. as discussed below, we identified a certain deficiency in internal control over 
compliance that we consider to be a significanl deficiency. 



A control deficiency in an entity's internal control over compliance exists when the design or operation at 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 compliance 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 requirement of a 
federal program that is more than inconsequential will not be prevented or detected by the District's internal control. We 
consider the deficiency in intemal control over compliance described in the accompanying schedule at Federal Award 
Programs - Findings and Questioned Costs as item 2007-3 to be a significant deficiency. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote 
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 
malerial 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 ove!"5ight management, federal regulatory and ove!"5ight bodies, the federal 
awarding agencies and pess-through entities, and other 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 to Arkansas Code Annotated § 11)-4..417, 
all reports presented to the Legisletive Joint AUditing Committee are mat1e!"5 of public record and distribution is not limited. 

DIVISION OF LEGISLArIVE AUDIT 
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'. "-{arrY W. Hunter, CPA, CFE 

Deputy LegiSlative Auditor 

Little Rock, Arkansas 
August 14, 2008 
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LEGISLATIVE JOINT AUDITING COMMITTEE
 
D1\1SION OF lEGl.SLA1WE AL'lJIT
 

MANAGEMENT LETTER 

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

As a management service, we would like to communicate 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 level 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-!>-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 District did not comply with ethics law Ark. Code Ann. § 6-24-101 et seq., which reqUires Board and Arkansas 
Department of Education approval, relating to the following transactions: 

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

•	 The District purchased computer equipment, costing $48,871, from 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. § 6-21-304 requires bids be obtained for applicable purchases equal to or in excess 
of $10,000. 

This letter 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 pass-through entities, and other 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 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 

/'" } 

,'t~"'-' w. M;:,
! " '! 'J' 

'. -{arry'w! Hunter, CPA, CFE 
Deputy Legislative Auditor 

Lrttle Rock, Arkansas 
August 14, 2008 
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EXhibit A MAYFLOWER SCHOOL DISTRICT NO. 78
 

FAULKNER COUNTY, ARKANSAS
 

BALANCE SHEET· REGULATORY BASIS
 

JUNE 30, 2007
 

Governmental Funds 

ASSETS 

Cash 

Due from olnar fUnds 

Major 

General 

$ 477,429 $ 

Special 

Revenue 

60,396 $ 

Other 

Aggregale 

957,078 

350,000 

$ 

Fiduciary 

Fund Types 

47,937 

TOTAL ASSETS $ 477,429 $ 60,396 $ 1,307.078 $ 47,937 

LIABILITIES AND FUND BALANCES 

liabilities: 

Accounts payable and accrued liabilities 

Due student groups 

Due to other funds 

Deferred taxes 

Total Liabilities 

$ 11,479 

350,000 

32,096 

393,575 

$ 2,996 

2,996 

$ , .516 

46,421 

47,937 

Fund Balances: 

Reserved: 

Capi!al projec1s 

Unreserved: 

Undesignated 

Tolal Fund Balances 

83,654 

83,854 

57.400 

57.400 

$ 1,307,076 

1.307,078 

TOTAL LIABILITIES AND 

FUND BALANCES $ 477,429 $ 60.396 $ , ,307,078 $ 47,937 

The aa::ompanying notes are an integral part of lhese financial statements. 
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MAYFLOWER SCHOOL DISTRICT NO. 78 
FAULKNER COUNTY, ARKANSAS 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES­
GOVERNMENTAL FUNDS - REGULATORY BASIS 

FOR THE YEAR ENDED JUNE 30, 2007 

Major 
Special 

General Revenue 
REVENUES 
Property ta.xes (including property tax relief trust distribution) $ 1,776.279 
State assistance 4,777,962 $ 3,300 
Federal assistance 2,040 692,436 
Activity revenues 112,372 
Meal sales 139.526 
Investment income 89,028 
Other revenues 36,236 

TOTAl.. REVENUES 6,793,917 835,262 

EXPENDITURES 
RegUlar programs 3,457,109 ~5,104 

Special education 427,517 45,Q46 
Workforce education 157,583 
Compensatory education 14,498 136,310 
Other instructional programs 171,121 
Student support services 233,928 39,783 
Instructional staM support services 212,934 45,452 
General administration support services 199,712 69,761 
School administration support services 426,162 
Business support services 261,342 7,527 
Operation and maintanance of plent services 653,271 11,333 
Student transportation services 489,537 31,971 
Other support services 5,601 
Food services operations 31,399 386,107 
Facilities acquisition and construction services 16,682 
Non-programmed costs 55,293 41,570 
Activity expenditures 114,377 
Dabt Service: 

Principal retirement 49,997 
Interest end fiscal charges 17,312 

TOTAL EXPENDITURES 6,995,375 859,944 

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES (201.458) (24,682) 

OTHER FINANCING SOURCES (USES) 
Transfers in 150,000 51,541 
Transfers out (373,983) 
Early retirement of debt (5,341) 
Proceeds from loans payable 139,800 

TOTAL OTHER FINANCING SOURCES (USES) (89,524) 51,541 

EXCESS OF REVENUES AND OTHER 
SOURCES OVER (UNDER) EXPENDITURES 
AND OTHER USES (290,982) 26,859 

FUND BAlJ\NCES - JULY 1 374.836 30,541 

FUND 8AlJ\NCES - JUNE 3D $ 63,854 $ 57.400 

$ 

$ 

Exhibit 8 

Other 
Aggregate 

9,199 

9,199 

4,854 

301,105 

150,000 
251,010 

706,969 

(697,770) 

322,442 
(150,000) 

172,442 

(525,328) 

1,832,406 

1,307,078 

The accompanying notes are an integral part of tIlese finanCial statements, 

-, ­



MAYFLOWER SCHOOL DISTRICT NO. 76
 
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 3D, 2007
 

General 
Variance 
Favorable 

Budget A<;lual (Unf;svorable) Budget 
REVENUES 
Property la~es {including property ta~ reliellrusl dislribution) 
Slate assistance 

• 1,946,017 
4,756,262 

$ 1,776,279 
4,777,962 

$ (171,736) 
21,700 $ 3,000 

Federal assislanca 2,040 2,040 675,924 
Activity revenues 112,372 112,372 
Meal sales 171,200 
Investment income 15,000 69,026 74,028 
Olher revenues ___~9,6,145 36,236 (61,909) SOD 

TOTAL REVENUES 6,817,424 6,793,917 (23,507) 650,624 

EXPENDITURES 
RegUlar programs 3,496,411 3,457,109 39,302 46,768 
Special education 434,481 427,517 6,964 51,205 
Workfor<;e educalion 149,100 157,583 (6,463) 
Compensatory educalion 22,061 14,496 7,563 163,778 
Olher inslruclional programs 219,222 171,121 46,101 
Sluden( SUppOff services 246,996 233,926 13,068 44,921 
Inslruclional staff support services 204,986 212,934 (7,968) 55,547 
General adminiSlr<llion support services 222,446 199,712 22,734 69,567 
School adminlslralion supporl services 413,071 426,162 (13,091) 
Business support services 282,729 261,342 21,387 7,483 
Operation and m<linlenance 01 plant services 475,760 653,271 (177,511) 3,125 
Student lr<lnsporlalion servlcas 340,751 469,537 (148,786) 38,254 
Olher supporl servlcas 6,000 5,601 399 
Food services operalions 31,399 (31,399) 383,533 
Fadlilies a<;quisilion and consfrudlon services 16,682 (16,662) 
NOfI-progr;smmed cosls 26,375 55,293 (26,918) 43,005 
Acbvily expendilures 114,377 (114,377) 
Deb! Service: 

Principal retirement 16,150 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 

Exhibit C 

Special Revenue 

A<;lual 

Variance 
Favorable 

(Unfavorable) 

$ 3,300 
692,436 

139,526 

835,262 

$ 300 
16,512 

(Jl,674) 

(500) 

(15,362) 

45,104 
45,046 

136,310 

39,763 
45,452 
69,761 

7,527 
11,333 
31,971 

386,107 

41,570 

1,684 
6,159 

27,468 

5,156 
10,095 

(174) 

(44) 
(8,208) 
6,283 

(2,574) 

1,435 

659,944 47,282 
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EXCESS OF REVENUES OVER (UNDER) 
EXPENDlfURES 

OTHER FINANCING SOURCES (USES) 
T(ansfers in 
Transfer6 oul 
Early relirement of debt 
proceads from loans payable 

TOTAL OTHER FINANCING SOURCES (USES) 

EXCESS OF REVENUES AND OTHER 
SOURCES OVER (UNDER) EXPENDITURES 
AND OTHER USES 

FUND BALANCES - JULY 1 

FUND BALANCES - JUNE 30 

MAYFLOWER SCHOOL DISfRICf NO. 78 
FAULKNER COUNfY, 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 

Budget 

$ 247,255 $ 

General 

Aclual 

(201,458) 

Variance 
Favorable 

(Unfavorable) 

$ (448.713) , 
Budgel 

(56,602) 

Special Revenue 

Actual 

$ (24,682) 

Variance 
Favorable 

(Unfavorable) 

$ 31,920 

3,661,272 
(3,854,178) 

150,000 
(373,983) 

(5,341) 
139,800 

(3,511,272) 
3,480,195 

(5,341) 
139,800 

30,000 51,541 21,541 

(192,906) (89,524) 103,382 30,000 51,541 21,541 

54,349 (290,982) (345,331) (28,602) 26,859 53,461 

, 
444,636 

498,985 

374,836 

$ 83,854 $ 

(69,800) 

(415,131) 

35,728 

$ 9,126 

30,541 

$ 57,400 

(5,187) 

$ 48,274 

The accompanying notes are an integral part ollhese financial statements. 
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MAYFLOWER SCHOOL DISTRICT NO. 78
 
FAULKNER COUNTY, ARKANSAS
 

NOTES TO FINANCIAL STATEMENTS
 
JUNE 30, 2007
 

1: 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 Mayflower School District. There are no compcment units. 

B. Description of Funds 

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

General Fund - The General Fund is the general operating fund and is used to account10r all financial 
resources, except those required to be reported in another fund. 
Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific 
revenue sources (other than trusts for individuals, private organizations, or other governments or 10r 
major capital projects) that are legally restricted 10 expenditures for specified purposes, 

Other governmental funds, presented in the aggregate, consist of the following: 

Capital ProTects Fund The capital Projects Fund is used to account for financial resources 
to be used for the acquisition or constnJction of major capital facilities (other than those 
financed by proprietary funds or in trust funds 10r individuals, private organizations, or other 
governments). 
Debt Service Fund - The Debt Service Fund is used to account for the accumulation of 
resources 'or, and the payment of, general long-term debt prinCIpal, interest and related 
costs. 

Fiduciary Fund types include the following: 

Agency Funds - Agency Funds are used to report resources held by the reporting 
govemment in a purely custodial capacity (assets equal liabilities). 

C. 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 A!1notated § 10-4-413(c), as provided in 
Act 2201 of 2005, and requires that financial statements be presented on a fund basis with. as a 
minimum, the general fund and special revenue fund presanted separately and all other fund5 
inclUded in the audit presented in the aggregate. The law also stipulates that the financial 
statements consist of a balance sheet; a statement of revenues, expenditures, and changes in fund 
balances: a comparison of the final adopted budget to the actual expenditures for the general fund 
and special revenue funds of the entity: notes 10 financial statements; and a supplemental schedule 
of capital assets, including land, buildings, and equipment. The law further stipulates that the State 
Board of Education shall promUlgate the rules neces5ary to administer the regulatory basis of 
presentation. 

The RBA is not in accordance with generally accepted accounting principles (GAAP). GAAP require 
lIlat baSIC financial statemenls present government-wide financial statements. Mditionally, GAAP 
require the following major concepts: Management's Discussion and Analysis, accrual basis of 
accounting for government-wide financial statements. IncJuding depreciation expense, modified 
accrual basis of accoun~ng for fund financial statements, separate financial statements for fiduciary 
fund types, separate identification of special and extraordinary items, inclusion of capital assets and 
debt in the financial statements, specific procedures for the identification of major governmental funds 
and applicable note discJosures. The RBA does not reQuire government-wide financial statements or 
lIle previously identified concepts. 
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MAYFLOWER SCHOOL DISTRICT NO. 78
 
FAULKNER COUNTY, ARKANSAS
 

NOTES TO FINANCIAL STATEMENTS
 
JUNE 30, 2007
 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

C. Measurement Focus and Basis of Accounting (Continued) 

The accompanying financial statements are presented on a fund basis. A fund is defined as a fiscal 
and accounting entity with a self-balencing 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 runction. Other transactions, which are not reported as 
revenues or expenditures, are reported as other finencing sources and uses. Transactions releted to 
the recording of installment contracts and capital I,eeses are reported as other financing sources. 
Changes in private-purpose trust funds will be reflected in the notes to the financial statements. 

D. Revenue Recognition Policies 

Revenues are recognized when they beCome susceptible to accrual in accordance with the RBA, 
except for property taxes (see Note 1 F below). 

E. Capital Assets 

Information on capital assets and related deprecietion is reported at Scheduie 1. Capital assets are 
cepitalized at historical cost or estimated historicel cost, if actual data is not available. Capital essets 
purchased are recorded as expenditures in the applicable fund at the time of purchese. Donated 
capital assets are reported et fair value when received, The District maintains a threshold level of 
$1,000 for capitali;cing equipment. Library holdings are not capitalized. 

No salvage velue is taKen into consideration for depreciation purposes. All capital assets, ather 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 

F, Property Taxes 

Property taxes are levied in November based on property assessment made between January 1 and 
May 31 and are an enforceable lian on January 1 for reel property and June 1 for personal property. 
The tax records 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 school district and includes forty percent (40%) of the proceeds of 
local taxes which are not pledged 10 secure bonded indebtedness or forty percent (40%) of the 
revenue from Ihe unifonn rate of tax whichever is greeter collected in the succeeding calendar year, 
commonly known as 40% pullback, Within that definition. The ADE has detennined that school 
districts must utilize the 40% pullbacK amount, as calculated by Ihe ADE and reflected on the 
respective county's abstract 01 assessments, in recording property tax revenue as follows: 

•	 If the amount of 40% pullbaCK collected by June 30111 is less than the calcuiated 40% pullbaCK 
amount, the difference must be accrued; 

•	 If the amount of 40% pullbaCK collected by June 301M is more than the calculated 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
 

12: RISK MANAGEMENT (Continued) 

Additionally, the District participates in the Arkansas School Boards Association - Risk. Management Program 
(the Association), a self-insurance program voluntarily established on February 1, 1984 pursuant to state law. 
The Association Is responsible tor obtaining and administering insurance coverage for property and vehicles for 
its members, as well as obtaining rl3insurance coverage for those claims that exceed the standard policy limrts. 
In Its administrative capacity, the Association is responsible for monitoring, negotiating and settling claims that 
have been filed against member districts. The District pays an annual prl3mium 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 sustained by its members through fraudulent or 
dishonest acts committed by omcials or employees. Each loss is limited to $250,000 with a $1,000 deductible. 
Premiums for coverage are paid by the Chief Fiscal Officer of the State of Arkansas from funds withheld from 
the Public School Fund. 
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Nondepreciable capital assets: 
Land 
Construction in progress 

Total nondepreciable capital assets 

Depreciable capital a~ets: 

Buildings 
Improvements/i nfrastructure 
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
 
SCHEDULE OF CAPITAL ASSETS
 

FOR THE YEAR ENDED JUNE 30, 2007
 
(Unaudited)
 

Schedule 1 

Balance
 
June 30, 2007
 

$	 179,140 
317,725 
496,865 

6,,?76,402 
457,321 

1,296,737 
8,430,460 

1,675,936 
234,823 
672,961 

2,763,720 

5,646,740 

$ 6,143,605 
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MAYFLOWER SCHOOL DISTRiCT NO. 78 
FAULKNER COUNTY, ARKANSAS 

EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED JUNE 30, 2007 

Schedule 2 

Federal Grantor/Pass-Through 
GrantorlProgram or Cluster Title 

CHILD NUTRITION CLUSTER 
U. S. Department of Agriculture 
Passed Through Stete Department of Education; 

School Breakfast Program 
National School Lunch Program 

Federal 
CFDA 

Number 

10.553 
10.555 

Pass-Through 
Entity Identifying 

Number 

63-01 
63-01 

Federal 
Expenditures 

$ 38,936 
154,658 

TOTAL CHILD NUTRITION CLUSTER 193,594 

OTHER PROGRAMS 
U. S. Department of Agriculture 
Food Donation (Note 2) 
Passed Through State Department of Health and Human Services: 

Food Donetion (Note 3) 
Total U, S. Department of Agricu~ure 

10.550 

10.550 

63-{)1 

63-01 

762 

9,131 
9,913 

U. S. Department of Education 
Passed Through State Department of Education: 

Title I Grants - Local Educational Agendas 
Special Education - Grants to Stales 
Safe and Drug-Free Schools and Communities· 

State Grants 
Fund for the Improvement of Education 
Twenty-First Century Community Learning Centers 
Improving Teecher Quality State Grants 

Total U. S. Department of Education 

84.010 
84.027 

84.186 
84.215 
84.287 
84.367 

63-{)1 
63-{)1 

63-01 
63-01 
63-01 
63-{)1 

119,548 
183,281 

1,521 
1,298 

104,996 
45.104 

435,748 

TOTAL OTHER PROGRAMS 445,661 

TOTAL EXPENDInJRES OF FEDERAL AWARDS , 639,255 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

NOle 1: Basis of Presentation - The accompanying schedule of expenditures of federal awerds includes the federal grant activity of 
Mayflower School District No. 78 and is presented on the regulatory basis of accounting. The information in this schedule 
is presen1ed in accordance with the requirements of OMB Circular A·133, Audits of Slates. Local Governments, and Non­
Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used 
in the preparation of, the regulatory basis financial stetements, 

Note 2: Nonmonetary assistance is reported at the appro)(imate value as provided by the U. S. Department of Defense through an 
agreement with the U. S. Department of AgricuJ!ure_ 

Note 3: Nonmonetary assistance is reported at the approximate value as provided by the State Depertment of Health and Human 
Services. 

Note 4: During the year ended June 30, 2007, the District received Medicaid funding of $26,322 from the Stale Depertment of 
Health and Human Services. Such payments are not considered Federal awardS expended and therefore are not included 
10 the above schedUle. 
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MAYFLOWER SCHOOL DISTRICT NO. 78 Schedule 3 
FAULKNER COUNTY, ARKANSAS 
FEDERAL AWARD PROGRAMS­

FINDINGS AND OUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2007 

SECTION I· 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 weakness(es) identified? J;T yes r no 

• Significant deficiencies identified that are not considered to ryes W nDne reported
be material weakness(es)? 

Noncompliance malerial to financial statements noted? ryes WnD 

FEDERAL AWARDS 

Intemal control over mejor prngrams: 

• Material weakness(es) identified? P' yes r no 

• Significant deficiencies identified that are nol considered to ryes ~ nDne repDrted 
be material weakness(es)? 

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

Any audit findings disclosed that are required to be reported in J;T yes r no 
accordance with Section 510(a) of OMB CircL:lar A~133? 

Identification of major programs: 

CFDA Numbers Name of Federal Programs or Cluster 
10.553 and 10.555 Child Nutrition Cluster 
84.010 Title I Grants - Local Educational Agencies 
84.027 Special Education - Grnnts Lo States 

Dollar lhreshold used to distinguish between Type A and Type B 
programs; $ 300,000 

Audilee qualified as low-risk auditee? ryes ;;7 no 
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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 II • FINANClAL STATEMENT FINDINGS 

SIGNIFICANT DEFICIENCIES 

2007-1. 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 statements that are fairly presented in conformity 
with the regulatory basis 01 accounting. 

Condition: The District has not segregated financial accounting duties amonljl appropriate employees to provide 
reasonable assurance about the achievement of the entity's objectives with regard to reliability of financial reporting. 

Context: Completion of internal corrtro( questionnaire. 

Effect: Financial accounting dulles are not distributed among the District'S employees to sufficiently reduce the risk t'1at a 
material misstatement of the financiel statements due to fraud or ermr will not be prevented or detected. 

Cause: Cost/benefit implications h,'nder the District's ability to adequately segregate financial accounting duties among 
employees. 

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

Views of responsible officials and planned corrective actions: We concur with the recommendation and will impiement 
this to Ihe extent financially feasible, 

2007·2, Misstatements not Detected by Intemal Control System 

Criteria: FinanCial accounting records should be accurate to ensure the preparation of financial statements that are fairly 
presented in conformity with the regulatory basis of accounting. 

Condition: The Distrlcfs internal control system did not prevent or detect material eITel'S in the financial accounting 
records. Such records are utilized in the preparation of the District's financial statements. The District incorrectly 
transferred $350,000 to the general fund from the capital projects fund, which is included in the other aggregate funds. 
The $350,000 represented funds reseNed- for capital expenditures and the District transferred the funds back to the 
appropriate fund in September of 2007. However, at June 30, 2007, the District did not propeny recognize the funds due 
back to the capital projects fund. The financial statements were subsequently cOlTected by adjusting entries dunng the 
audit fieldwork. 

Context: Necessary adjustment to the accounting records. 

Effect: Funds reseNed for capital expenditures were transferred Lo the general fund, and the corresponding 
misstatementtQ the financial accounting records was nol detected by the District's intemal control system. 

Recommendation: District management should implement procedures to ensure reseNed funds are used for intended 
purposes and accounting records are propeny monitored. 

Views of responsible officials and planned corrective actions: We concur with the recommendation and will establish 
procedures to ensure correct 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 m- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

SIGNIFICANT DEFICIENCY 

U. S. DEPARTMENT OF AGRiCULTURE
 
PASSED THROUGH STATE DEPARTMENT OF EDUCATiON
 
CHILD NUTRITION CLUSTER - CFDA 10.553 AND to.555
 
PASS-THROUGH NUMBER 63..01
 
AUDIT PERIOD - YEAR ENDED JUNE 30, 2007
 

2007-3. Allowable Costs/Cost Principles 

Criteria: Office of Management and Budget (OMB) Circular No. A-a7 establishes principles and standards for 
detennining allowable costs from federal awards. 

Condllion: The District expended $4,077 for selaries and benefits for the District's bookkeeper and $10,258 for utilities, a 
total of $14.335. These expenditures were not charged utilizing all approved allocation method. 

Questioned costs: Total questioned costs of $14,335 were detected. 

Context: Examined bookkeeper's contract and District's worksheet for proration of utilities. 

Effect: Program funds were incorrectly utilized to pay salaries and beneflls for an administratiye employee and utilities. 

Cause: District did not utilize an appropriate allocation method for esrtain COStS and there was a lack of management 
oversight and controls over program expenditures. 

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

Views of responsible officials and planned correclive actions: Funds have been reimbursed to the food seNies account. 
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MAYFLOWER SCHOOL DISTRICT NO, 78 Schedule 4 
FAULKNER COUNTY, ARKANSAS
 
FEDERAL AWARD PROGRAMS­


SUMMARY OF PRIOR AUDIT FINDINGS
 
FOR THE YEAR ENDED JUNE 30, 2007
 

There were no findings in the prior audit. 
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