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October 31, 2011 
 
 
To the Board of Trustees and Citizens of Lexington County School District One 
 
State law requires that all school districts publish within six months of the close of each fiscal 
year a complete set of financial statements presented in conformity with generally accepted 
accounting principles (GAAP) and audited in accordance with generally accepted auditing 
standards by a firm of licensed certified public accountants.  Pursuant to that requirement, we 
hereby issue the comprehensive annual financial report of Lexington County School District One 
(the District) for the fiscal year ended June 30, 2011. 
 
This report consists of management’s representations concerning the finances of the District.  
Consequently, management assumes full responsibility for the completeness and reliability of all 
of the information presented in this report.  To provide a reasonable basis for making these 
representations, management of Lexington County School District One has established a 
comprehensive internal control framework that is designed both to protect the District’s assets 
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of 
the District’s financial statements in conformity with GAAP.  Because the cost of internal 
controls should not outweigh their benefits, Lexington County School District One’s 
comprehensive framework of internal controls has been designed to provide reasonable rather 
than absolute assurance that the financial statements will be free from material misstatement.  As 
management, we assert that, to the best of our knowledge and belief, this financial report is 
complete and reliable in all material respects. 
 
The comprehensive annual financial report is presented here in four sections: introductory, 
financial, statistical and single audit. The introductory section includes the transmittal letter, the 
list of principal officials and the organizational chart. The financial section includes the basic 
financial statements; the combining and individual fund financial statements and schedules, as 
well as required supplementary information. Also included in the financial section is the 
independent auditors’ report on these financial statements. The statistical section reflects social 
and economic data, financial trends and the fiscal capacity of the District.  The final section is 
the single audit section.  
 
Lexington County School District One’s financial statements have been audited by Burkett 
Burkett & Burkett, Certified Public Accountants, P.A., a firm of licensed certified public 
accountants.  The goal of the independent audit was to provide reasonable assurance that the 
financial statements of the District for the fiscal year ended June 30, 2011, are free of material 
misstatement.  The independent audit involved examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements; assessing the accounting principles used 
and significant estimates made by management; and evaluating the overall financial statement 
presentation.  The independent auditor concluded, based upon the audit, that there was a 
reasonable basis for rendering an unqualified opinion that Lexington County School District 
One’s financial statements for the fiscal year ended June 30, 2011, are fairly presented in 
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conformity with GAAP.  The independent auditor’s report is presented as the first component of 
the financial section of this report. 
 
The independent audit of the financial statements of Lexington School District One was a part of 
a broader, federally mandated “Single Audit” designed to meet the special needs of federal 
grantor agencies.  The standards governing Single Audit engagements require the independent 
auditor to report not only on the fair presentation of the financial statements, but also on the 
audited government’s internal controls and compliance with legal requirements, with special 
emphasis on internal controls and legal requirements involving the administration of federal 
awards.  These reports are available in the single audit section of this comprehensive annual 
financial report. 
 
GAAP require that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of Management’s Discussion and Analysis 
(MD&A).  This letter of transmittal is designed to complement MD&A and should be read in 
conjunction with it.  Lexington County School District One’s MD&A can be found immediately 
following the report of the independent auditors. 
 
 
Profile of Lexington County School District One 
 
Lexington County School District One is widely recognized as a leader in education.  The 
District was established in 1952 by the consolidation of 23 existing school districts.  The District 
is located in the central part of Lexington County, South Carolina (the County) that is located in 
the north central section of the State.  The District is bounded on the north by Lake Murray and 
the Saluda River, on the east by Lexington County School Districts Nos. 2 and 4 of the County, 
on the south by the North Edisto River and on the west by Lexington County School District No. 
3 of the County.  The District encompasses a land area of approximately 360 square miles.  The 
District lies within the Metropolitan Statistical Area (“MSA”) of the City of Columbia, capital of 
the State of South Carolina. 
 
Lexington County School District One is governed by a seven member Board of Trustees elected 
by the voters of the District.  Board members are elected to four-year terms.  Regular board 
meetings are held on the third Tuesday of each month and are open to the public. Guided by the 
policies of the Board of Trustees, the District provides a broad spectrum of elementary and 
secondary programs to meet the needs of its diverse student population.  These programs 
complement each other to provide a total program that is comprehensive, highly cost-effective, 
and that meets the mission statement of the District.  The mission, stated as follows from the 
strategic plan, was developed by a committee of citizens and school district personnel; and was 
adopted by the Lexington County School District One Board of Trustees.  
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In fiscal year 2010-2011, the District served 22,781 students, pre-kindergarten through grade 12.  
The District anticipates growing between 300 to 600 students in each of the next few years. The 
district currently offers programs in sixteen primary/elementary, six middle schools, four high 
schools, a technology center, and an alternative-learning center. The programs offered include 
but are not limited to: academically gifted and talented classes for students in grades three 
through twelve; a variety of accelerated, honors level and Advanced Placement courses for 
qualifying students; an International Baccalaureate (IB) diploma programme located at 
Lexington High School; 3-year-old preschool classes for children with developmental delays; 

Mission 
 
The mission of Lexington County School District One — where caring people, academics, the arts and 
athletics connect — is to prepare 21st century graduates while serving as the center for community 
learning. 
 
Therefore, we will provide: 

• an array of exceptional learning experiences in a high-performance culture of excellence that 
sets high expectations for every student. 
• opportunities to develop talents, interests and skills through choices from a comprehensive 
system of 21st century learning experiences in the arts, academics and athletics. 
• various innovative learning delivery and support systems to personalize learning and to 
ensure that our students are learning sophisticated 21st century skills, knowledge and 
attitudes. 
• opportunities to practice leadership and citizenship in a global context. 
• access by the community to a range of learning and participatory community experiences 
throughout life. 
• a learning environment and professional culture of caring and support. 

Vision 

The graduates of Lexington County School District One are a new generation of leaders and global 
citizens who are self-directed, creative, collaborative, caring and multilingual, and who flourish in a 
global, competitive 21st century. 

Our graduates are confident in academics, sophisticated in learning, accomplished in 21st century 
skills, global in orientation and prepared as leaders and citizens of our democracy. 
Therefore: 

• Our schools serve as the center for community learning. 
• Our students are engaged in high-quality learning and are provided an exceptional array of 21st 
century learning experiences. 
• Our collaborative and innovative organization for learning develops self-directed, creative and 
collaborative graduates. 
• Our culture and our academics develop leadership and citizenship skills for the global world and 
for our democracy. 
• All stakeholders accept collective responsibility for the sophisticated learning of our students. 
• Each student receives the personal support necessary to reach his or her goals through a caring 
environment that advocates for students and works to eliminate barriers to learning. 
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child development classes that provide interventions for four-year-old children to better prepare 
them for school; a full day five-year-old kindergarten program; early intervention services for 
students who need more instruction or re-teaching of basic skills in the areas of English language 
arts and mathematics; special education programs for all students who meet the criteria for the 
thirteen recognized areas of disability; a community learning center for elementary, middle and 
high school students who have displayed severe behavior or discipline problems; programs for 
targeted students to reduce the potential for dropping out of school; career and technology 
courses for high school students at their home school and through the Lexington Technology 
Center; LexOne, a virtual school sponsored by the district.  In 2011-12, Lexington One offers 
world language instruction in Spanish, French, German, Latin and Chinese in schools across the 
district.  All elementary students receive Spanish daily in grades 3-5.  In middle and high school 
students have the option of taking French, Spanish, German, Latin and /or Chinese.  The partial 
immersion program serves 5 schools in Lexington One in French, Spanish (grades 5K-5) and 
Chinese (5K).  In addition, Lexington County School District One continues to offer extensive 
professional development related to effective teacher collaboration, use of classroom 
assessments, and differentiation of instruction and gradual release of responsibility to meet 
students’ individual needs.  Technology is infused into the instructional program in all schools 
(K-12). 
 
The annual budget for the general fund serves as the foundation for the District’s financial 
planning and control.  All schools and departments of Lexington County School District One are 
required to submit requests for appropriation to the district’s management by the last day of 
February each year.  The District’s management uses these requests as the starting point for 
developing a proposed budget.  The District’s management then presents this proposed budget to 
the Lexington County School District One Board of Trustees for study and review between April 
and June.  The Board of Trustees is required to hold public hearings on the proposed budget and 
to adopt a final budget by no later than June 30, the close of the District’s fiscal year.  The 
appropriated budget is prepared by function (e.g., student instruction), object (e.g., supplies), 
school and department (e.g., Lexington High School).  School principals may request transfers of 
appropriations within their school.  Transfers of appropriations, however, require the special 
approval of the District’s superintendent and must be reported to the District’s Board of Trustees 
for their review and acceptance.  Budget-to-actual comparisons are provided in this report for the 
general fund on page 38 as a part of the basic financial statements.   
 
All funds of Lexington County School District One and its component units that are controlled 
by this governing body, and are considered to be the “reporting entity”, are included in this 
report.  The Lexington County School District No.1 Educational Foundation, Lexington One 
School Facilities, Corp. and Lexington School Facilities, Inc. are blended component units of the 
District’s operations.  Since these are major funds, data from these units are shown in separate 
columns in the financial statement of the District.  The District does not have any primary units 
that are discretely presented.  The Lexington County School District No. 1 Educational 
Foundation, Lexington One School Facilities, Corp. and Lexington School Facilities, Inc. are 
discussed further in the school district’s MD&A. 
 

4



 
 

Factors Affecting Financial Condition 
 
The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment within which Lexington 
County School District One operates. 
 
Local economy.  The District currently enjoys a relatively favorable economic environment and 
local indicators point to continued stability.  Lexington County School District One’s location 
within the Columbia Metropolitan Statistical Area (the “Columbia MSA”), which consists of 
Lexington, Richland, Calhoun, Fairfield, Kershaw, and Saluda Counties and which had a 2010 
population of 767,598, is economically significant.  As a suburban school district near the state’s 
capital city of Columbia, the largest city in the state, Lexington County School District One 
serves as a key residential community on and around the shores of Lake Murray that continues to 
attract upscale residential housing and associated commercial development. 
 
Lexington County School District One had a population in calendar year 2010 of 121,030, a 38 
percent increase over the 2000 population of 87,547  As the population continues to increase, the 
economy of the community continues to change from one traditionally based on agriculture and 
manufacturing to an economy based upon retail business, service businesses, and manufacturing 
and, to a lesser extent, agriculture. 
 
Located within the county are a number of major corporate enterprises that help to provide a 
stable economy for Lexington County School District One.  The larger enterprises include 
Michelin North America, Inc., UPS, US Foodservice, Wal-Mart, Armstrong Air Conditioning, 
Eagle Aviation, Shaw Industries, Honeywell International, Inc., Flextronics America, LLC, 
Harsco Track Tech, Columbia Farms, Inc., Time Warner ENT, Prysmian Communications 
Cables, Pella Corporation, Pirelli Cable & Systems North America and others. 
 
In August of 2010 FPL Food LLC announced it will add an additional processing facility in 
Lexington County generating 75 new jobs. FPL Food LLC is a producer of high-quality, value 
added beef products. On September 21, 2010 Atlantic Southeast Airlines, a wholly owned 
subsidiary of SkyWest, Inc., announced the opening of its regional jet maintenance facility in 
Lexington County. This expansion will bring 75 new jobs to the county. On December 8, 2010 
Amazon.com Inc. announced plans to invest up to $100 million and create 1,249 new permanent 
jobs with the establishment of a new distribution center in Lexington County. The facility is 
expected to create an additional 2,500 seasonal positions. On May 9, 2011 Michelin North 
America announced that they will invest another $200 million in its Lexington facility to further 
expand its tire building capacity. This expansion will create an additional 270 jobs. The tire 
maker has already invested more than $1 billion in the site since it was first established in 1981. 
US Foodservice completed construction on its expansion of its 518,000 square foot facility in 
Lexington in August of 2011. The expansion is expected to generate 100 new jobs over the next 
five years. US Foodservice is one of the country’s premier foodservice distributors offering over 
43,000 national, private label and signature brand items and employs more than 25,000 
employees in 60 locations nationwide. Nephron Pharmaceuticals Corp. announced on October 
28, 2011 it will invest $313 million in a facility in Lexington County which will create 707 new 
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jobs. This economic growth will continue to be under-girded by rapid residential growth and the 
demand for excellent educational services. 
 
In 2009, the last year for which information was available, Lexington County’s per capita 
personal income was $35,773, ranking it sixth among the 46 counties in the state in per capita 
personal income.  The state per capita income for this same period was $32,505, and in the 
United States was $41,223.    The unemployment rate for Lexington County for June 2011 was 
8.8 percent, the lowest in the state for that month.  For fiscal year 2011, according to the South 
Carolina Department of Employment and Workforce, the average unemployment rate in the 
county was 7.88 percent, which was lower than the previous year’s 8.41 percent.  The state and 
national unemployment rates for the same period were 10.49 percent and 9.29 percent, 
respectively.  Lexington County’s labor force has increased from 134,345 in June 2010 to a labor 
force of 134,526 in June 2011. 
 
Lexington County School District One continues to grow at a rapid pace in not only pupils, 
increasing 341 pupils over fiscal year 2010, but also the estimated actual value of all property of 
the district. The estimated actual value from all property increased from $8,400,237,915 in June 
2010 to $9,125,132,150 in June 2011, or an increase of 8.6 percent.  
  
 
Long-term financial planning.  On February 25, 2009, Standard & Poor’s upgraded Lexington 
County School District One from an ‘A’+ to an ‘AA-’ bond rating sighting the District’s 
“maintenance of a sound financial position and good financial management policies and 
practices.”  The report went on to say “The ‘AA-’ ICR reflects the district’s diversifying local 
economy highlighted by good wealth and employment indicators; expanding tax base, which 
underlies the district’s consistently sound financial operations; and maintenance of a strong 
financial position with growing reserve levels, due in part to the district’s good financial 
management practices.” 
 
The District has worked to educate its public about the ramifications of Act 388 (“Act 388”) 
adopted by the South Carolina General Assembly in 2006.   Beginning July 1, 2007, Act 388 
limited increases in the annual rate of millage levied for operational purposes by all political 
subdivisions in the state, including the District.  The millage rate may increase only at a rate 
equal to the sum of the increases in the consumer price index, plus the rate of population growth 
of the District.  The limitation can only be overridden by a two-thirds vote of the Board of 
Trustees in a single year due to certain, specific existing conditions of (1) a prior year deficit; (2) 
a catastrophic event; (3) compliance with a court order; (4) a significant taxpayer closure outside 
the control of the District equating to ten percent of more of the revenue payable to the District, 
or (5) compliance with state or federal regulations.   The District retains fiscal autonomy, but is 
now limited to the restrictions above.  Beginning with fiscal year 2008, the District’s taxpayers 
of owner-occupied real property no longer pay property taxes, or ad valorem taxes, on the 
operating millage levied by the District.  Pursuant to Act 388, an additional one-cent sales tax 
was imposed statewide on June 1, 2007 in order to fund the property tax relief legislation of Act 
388.  For fiscal year 2008, proceeds from this one-cent sales tax were distributed to the school 
districts of the state based on the amount of ad valorem taxes which would have otherwise been 
collected during the fiscal year for the owner-occupied property.  Beginning in fiscal year 2009 
and continuing each year thereafter, the aggregate reimbursement to the state school districts will 
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increase by an amount equal to the percentage increase in the previous year of the Consumer 
Price Index, Southeast Region, plus the percentage increase in the previous year state population 
as determined by the South Carolina State Budget and Control Board.  The aggregate amount of 
the reimbursement increase in any year will be distributed among the school districts of the state 
proportionately based on each school district’s weighted pupil units as a percentage of statewide 
pupil units.    

 
The statutory changes as discussed above could have an impact on the District’s operations to the 
extent that the cost to educate the students due to the rapid growth exceeds the growth rate of 
sales tax reimbursements from the state of South Carolina. For fiscal year 2009 alone, the 
amount of money the District would have received from owner-occupied property for school 
operations, had it not been for Act 388, exceeded the actual amount of money the District did 
receive through the state’s reimbursement by over $3 million. For fiscal year 2010 that amount 
grew to over $6.3 million and for fiscal year 2011 it grew to over $9.6 million. This shortfall will 
have a cumulative effect and continue to increase in the future as the growth of owner-occupied 
property exceeds the reimbursements from the state. In preparing for the fiscal challenges that 
Act 388 may create, the District has worked to build the general fund balance with conservative 
budgeting practices as well as conservative spending practices. The District anticipates that Act 
388 will have a negative impact on growing districts statewide, as it leaves no means to fund 
growth as discussed above.   
 
As evidenced by the financial statements contained in this report, capital projects are one of the 
main areas of focus in financial planning. The District’s oldest buildings were constructed in 
1932, 1952, 1953, and 1957, and have undergone major renovations.  Other facilities were 
constructed from 1974 through 2011.  A complete listing of school sites with ages, square 
footage, capacity and enrollment can be found on Table 18 of the statistical section of this report 
on pages 169-174.  The District just completed a five-year capital plan based mostly on 
$93,645,000 in installment revenue bonds financed through the District’s constitutional debt 
limitation combined with an $118,000,000 bond referendum passed by approximately a two-
thirds vote in November of 2004. Also in November of 2004, a one-cent sales tax to be credited 
against the property tax bills for citizens in Lexington County was also approved by an 
approximate two-thirds favorable vote.  Currently, the credit from the one-cent sales tax is 
paying for most of the debt service millage levied by the District. 
 
In preparing for the next five years, the district contracted with MB Kahn, a construction 
management firm, in the fall of 2007 to complete another five-year facilities study. This study 
was then reviewed by a committee of 87 members who in May 2008 recommended to the Board 
a new five-year capital improvement plan. The committee consisted of community citizens, 
parents, principals, attorneys, students, income managers, business people, assistant 
superintendents, teachers and school district support staff. The Board approved the plan on June 
17, 2008. On July 15, 2008, the Board adopted a motion to seek voter approval for a 
$336,000,000 school bond referendum to provide the financial resources needed to meet the 
continued rapid growth within the District.  The bond referendum question was placed on the 
ballot and approved by the voters in the November 4, 2008 General Election. The District’s 
current five-year plan includes plans for two new elementary schools in the Lexington 
attendance area, one new middle school in the Lexington attendance area, one new high school 
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in the Lexington attendance area, and one new elementary school in the White Knoll attendance 
area as well as eighteen renovation projects to existing facilities.    
 
Construction has been completed on two of the five schools and construction is underway for 
two others. The first new elementary school included in the 2008 bond referendum, Rocky Creek 
Elementary School, opened in January 2011 in the Lexington attendance area. The second 
elementary school from the referendum, Meadow Glen Elementary School also located in the 
Lexington attendance area, opened in August 2011. The middle school included in the 
referendum, Meadow Glen Middle School, is under construction and scheduled to open in 
August 2012. Construction has begun on the new high school, River Bluff High School. It is 
scheduled to open in August 2013. The District is currently searching for land for the final 
elementary school included in the referendum in the White Knoll attendance area. 
 
 
Relevant financial policies.  By policy, the District must maintain not less than seven percent of 
the total general fund budget as a fund balance from one fiscal year to the next.  The District has 
maintained that balance for the 2011 fiscal year at a rate of 16.9 percent. 
  
 
Major Initiatives.  The District is entering into a long range plan to implement one-to-one 
mobile computing in each of the four high schools. Gilbert High School was the first to receive 
personal mobile computing devices for each student during the 2010-11 school year. During the 
2011-12 school year, all students at Lexington High School,  White Knoll High School and 
Pelion High School will receive personal mobile computing devices. This will take funding from 
both the referendum passed in November 2008 and support from the other long-term capital 
planning. This will be an ongoing initiative with refreshment  technology devices, being rolled 
out starting in the 2014-15 school year.  
 
The District is also entering into another long-range plan to bring Centers of Collaborative Study 
to each of the high schools and the Lexington Technology Center.   Four of the centers opened 
for the 2011-12 school year:  Lexington High School – World Languages and International 
Business; Lexington Technology Center – Advanced Science, Technology, Engineering and 
Math (STEM) Studies; Pelion High School – Advanced Agribusiness Research; and White Knoll 
High School – Public Health and Advanced Medical Studies.  The Center for Sustainable Design 
Solutions at Gilbert High School will begin in 2012-13.  River Bluff High School which will 
begin holding classes in 2013-14 will have two centers:  Law and Global Policy Development 
and the Center for Multi-media Arts, Design and Production.  This plan will be funded mainly 
through the November 2008 bond referendum with future operational revenues used to sustain 
the programs. 
 
A third long-range plan is to establish smart STEM labs in each of the District’s middle and high 
schools. The initial funding will come from a combination of funds from the November 2008 
bond referendum as well as support from the Lexington County School District One Educational 
Foundation. Continued funding will come from future operational and capital funds. 
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Awards and Acknowledgements 
 
The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement 
for Excellence in Financial Reporting to Lexington County School District One for its 
comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2010.  This was 
the fifteenth consecutive year that the District has received this prestigious award.  In order to be 
awarded a Certificate of Achievement, the District published an easily readable and efficiently 
organized CAFR.  This report satisfied both GAAP and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe that the current 
CAFR continues to meet the Certificate of Achievement Program’s requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 
 
In addition, the District was also awarded The Association of School Business Officials 
International Certificate of Excellence in Financial Reporting for the comprehensive annual 
financial report for the fiscal year ended June 30, 2010.  This was the sixteenth consecutive year 
the District has received this award.  This award is the highest form of recognition in school 
financial reporting issued by the Association of School business Officials International (ASBO).  
We believe our current CAFR continues to meet the Certificate of Excellence in Financial 
Reporting program’s requirements and we are submitting it to the ASBO to determine its 
eligibility for the award. 
 
The preparation of this report on a timely basis could not have been accomplished without the 
efficient and dedicated services of the entire staff of the Fiscal Services Department.  We would 
like to express our appreciation to all members of the Department who assisted in the timely 
closing of the District’s financial records and the preparation of this report.  We also 
acknowledge and thank the other District departments for their assistance in the presentation and 
preparation of data for this report. 
 
 
Respectfully submitted, 
 
 
 
John C. Butler, C.P.A.     Karen C. Woodward, ED.D. 
Chief Financial Officer    Superintendent    
Fiscal Services 
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BURKETT 

BURKETT&BURKETT 

Certified Public Accountants, P.A. 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees 
Lexington County School District One 
Lexington, South Carolina 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the blended component units, each major fund, the aggregate remaining 
fund information, and the budgetary comparison for the general fund of Lexington County School 
District One, as of and for the year ended June 30, 2011, which collectively comprise the District's 
basic financial statements as listed in the table of contents. These financial statements are the 
responsibility of the District's management. Our responsibility is to express opinions on these 
financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to 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 significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audit provides a 
reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, the aggregate remaining fund 
information, and the budgetary comparison for the general fund of the Lexington County School 
District One, as of June 30, 2011, and the respective changes in financial position and cash tlows, 
where applicable, thereof for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standard,>, we have also issued our report dated October 
31, 2011, 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. 
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Lexington County School District One 
Page 2 of2 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 17 through 29, be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board, who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing information for consistency with management's responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express 
an opinion or provide any assurance. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District's financial statements as a whole. The introductory section, 
combining and individual non-major fund financial statements and schedules, and statistical 
section are presented for purposes of additional analysis and are not a required part of the financial 
statements. The accompanying schedule of expenditures of federal awards is presented for 
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A­
133, Audits ofStates, Local Governments, and Non-Profit Organizations, and is also not a required 
part of the financial statements. The combining and individual non-major fund financial statements 
and schedules, and the schedule of expenditures of federal awards are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the 
auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with aUditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole. The introductory and statistical 
sections have not been subjected to the auditing procedures applied in the audit of the basic fina/i:7I1:Z'17SS m opinion or pro~de my ~smmce on it. 
Burkett Burkett & Burkett 
Certified Public Accountants, P.A. 
West Columbia, South Carolina 

October 31, 2011 
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Lexington County School District One 
Management’s Discussion and Analysis 

For the Year Ended June 30, 2011 
 
 

The management of Lexington County School District One presents to the readers of these 
financial statements this discussion and analysis of the District’s financial activities for the 
fiscal year ended June 30, 2011.  We encourage the reader to consider the information 
presented in this analysis in conjunction with additional information we have furnished in our 
letter of transmittal, in the financial statements and in the notes to these statements to 
enhance their understanding of the District’s financial performance. 
 
 
FINANCIAL HIGHLIGHTS 
 

o The assets of the Lexington County School District One exceeded its liabilities by 
$174,515,869 at June 30, 2011.   The assets for the District’s governmental activities 
exceeded liabilities by $170,755,571.  Of this amount, $5,553,657 may be used to 
meet the District’s ongoing obligations to citizens and creditors.  

o The government’s total net assets increased by $10,728,879 which is mainly 
attributable to an increase in capital assets due to construction. 

o As of the close of the current fiscal year, the District’s governmental funds reported 
combined ending fund balances of $87,952,074 a decrease of $37,685,801.   Of this 
amount $8,013,740 is considered unassigned and available for spending.  

o At the end of the current fiscal year, the general fund unassigned fund balance was 
$8,013,740, or 5.0 percent of total general fund expenditures.  The unassigned fund 
balance decreased by $902,821 or 10.1 percent. 

o The District’s governmental funds reported total revenues of $232,903,740 and total 
expenditures of $315,167,987.  Of these amounts the District’s general fund reported 
revenues of $165,849,188 and expenditures of $160,284,832.  The District also 
reported transfers to and from other funds.  For the general fund, $4,146,712 was 
transferred in from other funds and $9,254,141 was transferred out to other funds. 

o The District’s total capital assets, net of depreciation increased by $67,058,826.  This 
can be attributed to the continuing construction and renovations projects at various 
sites in the District.  A full discussion of these projects can be found in the Capital 
Assets section of this analysis.  

o The District sold a total of $44,855,000 in General Obligation Bonds.  Of that 
amount, $9,145,000 was issued as short-term debt.  It was issued to fund the 
installment payments for the LOSF, Corp. debt and to fund certain capital projects as 
approved by the Board of Trustees.  The District sold $35,710,000 in General 
Obligation Bonds considered as long-term debt. Further explanation of this bond 
issue can be found in the long-term debt section of this analysis. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to Lexington County 
School District One’s basic financial statements, which consist of three parts -- government-
wide financial statements, fund financial statements, and notes to the financial statements. 
This report also contains other supplementary information in addition to the basic financial 
statements. 
 
Government-wide financial statements.  The government-wide financial statements are 
designed to provide readers with a broad overview of the District’s overall financial status, in 
a manner similar to a private-sector business.  This includes two kinds of statements, the 
Statement of Net Assets and the Statement of Activities, which are described below. 
 
The Statement of Net Assets presents information on all the District’s assets and liabilities, 
with the difference 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, regardless 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 earned but 
unused compensated absences). 
 
Both of the government-wide financial statements distinguish functions of the District that 
are principally supported by taxes and intergovernmental revenues (governmental activities) 
from other functions that are intended to recover all or a significant portion of their costs 
through user fees and charges (business-type activities).  The governmental activities of the 
District include instruction, support services, community services and intergovernmental 
activities.  The District’s food service operation is reported as a business-type activity. 
 
The government-wide financial statements include not only the District itself (known as the 
primary government), but also component units.  The component units include Lexington 
County School District No. 1 Educational Foundation, Lexington School Facilities, Inc. 
(LSF, Inc.) and Lexington One School Facilities, Corp. (LOSF, Corp). All three are not-for-
profit corporations for which the District is financially accountable. All three are considered 
“blended” component units and are reported as governmental activities of the district.  
 
The government-wide financial statements can be found on pages 32-33 of this report. 
 
 
Fund financial statements.  The remaining basic financial statements are fund financial 
statements that focus on individual parts of the District, reporting the District’s operations in 
more detail than the government-wide statements.  A fund is a grouping of related accounts 
that is used to maintain control over resources that have been segregated for specific 
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activities or objectives.  The District, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related requirements. All of 
the funds of the District can be divided into three categories:  governmental funds, 
proprietary 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 near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year.  Such information may 
be useful in evaluating a government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements.  By doing so, readers may better understand the long-term impact of the 
government’s near-term financing decisions.  Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities. 
 
The District maintains nine 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, special projects 
fund, EIA fund, debt service fund - District, debt service fund – LOSF, Corp., capital projects 
fund – District and capital projects fund – LOSF, Corp., all of which are considered to be 
major funds. Information is also presented for the debt service fund – LSF, Inc., also a major 
fund, in the statement of revenues, expenditures, and changes in fund balances, but not in the 
governmental fund balance sheet since there was no beginning or ending assets, liabilities or 
fund balance to present. The District accounts for the Lexington County School District No. 
1 Educational Foundation.  This is considered a permanent fund and is a nonmajor fund.  The 
individual fund data for it are provided in a separate column.  The basic governmental fund 
financial statements can be found on pages 34-37 of this report.     
 
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. 
 
Proprietary fund.  The District maintains one type of proprietary fund.  Enterprise funds are 
used to report the same functions presented as business-type activities in the government-
wide financial statements.  The District uses an enterprise fund to account for its food service 
operation.  The proprietary fund provides the same type of information as the government-
wide financial statements, only in more detail; therefore, the proprietary fund financial 
statements provide more detailed information for the food service operation, which is 
considered a major fund of the District.  The basic proprietary fund financial statements can 
be found on pages 39-42 of this report. 
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Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of 
parties outside the government.  Fiduciary funds are not reflected in the government-wide 
financial statements because the resources of those funds are not available to support the 
District’s own programs.  The District is the trustee, or fiduciary, for the pupil activity of the 
schools and accounts for this activity in an agency fund. The basic fiduciary fund financial 
statement can be found on page 43 of this report. 
 
 
Notes to 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 on pages 44-71. 
 
Other information.  In addition to the basic financial statements and accompanying notes, 
this report also presents certain required supplemental information that further supports the 
financial statements with a comparison of the District’s budget for the year and other 
supplementary information schedules required either by the State Department of Education, 
the certificate of achievement program of the Government Finance Officer’s Association, or 
the certificate of excellence program of the Association of School Business Officials. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net assets may serve over time as a useful indicator of a government’s 
financial position.  In the case of the District, assets exceeded liabilities by $174,515,869 at 
June 30, 2011.  The increase in net assets over the previous year was $10,728,879.   The 
District’s largest portion of net assets is reflected in the investment in capital assets, net of 
related debt.  This equates to $147,857,193, or 84.7 percent, and represents the land, 
buildings, improvements and equipment used by the District for the instruction and support 
of instruction of the District’s students.  Therefore, these assets are not available for future 
spending.  In addition, $19,176,906, or 11 percent, of the District’s net assets represent 
resources that are subject to external restrictions in Permanent Fund and the Debt Service 
Fund.  At the end of the current fiscal year, the District has $7,481,770, or 4.3 percent, of 
unrestricted net assets available for use to meet the District’s ongoing obligations. Also, at 
the end of the current and the previous fiscal year, the District is able to report positive 
balances in all categories of net assets.  This is true for both net assets for governmental 
activities and business-type activities.   
     
The District’s net assets increased due to an increase in capital assets as a result of the 
ongoing construction projects in the District. 
 
As follows, Table I provides a summary of the District’s net assets for fiscal years 2010 and 
2011 and Table II shows the changes in net assets for fiscal years 2010 and 2011.   
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Table I 
Lexington County School District One 

Condensed Statement of Net Assets 
 

  

 Fiscal Year 2011     Fiscal Year 2010  
 

Governmental  
 Business-

type      
 

Governmental 
 Business-

type    
 Activities   Activities   Total     Activities   Activities   Total  

Assets               

Current and other assets  $144,900,253   $   2,602,644 
 

$147,502,897    $172,344,024  $    1,902,133   $ 174,246,157 

Capital Assets 
   

456,762,749  
  

1,832,185 
  

458,594,934   
  

389,746,747 
   

1,789,361  
  

391,536,108 

  Total assets 
   

601,663,002  
  

4,434,829 
  

606,097,831   
  

562,090,771 
   

3,691,494  
  

565,782,265 
                  
Liabilities               

Long-term liabilities 
   

376,858,198    
  

376,858,198   
  

353,247,506   
  

353,247,506 

Other liabilities 
   

54,049,233  
  

674,531 
  

54,723,764   
  

48,019,142 
   

728,627  
  

48,747,769 

  Total liabilities 
   

430,907,431  
  

674,531 
  

431,581,962   
  

401,266,648 
   

728,627  
  

401,995,275 
                  
Net Assets               

Invested in capital assets, 
net of related debt 

              
   

146,025,008  
  

1,832,185 
  

147,857,193   
  

131,970,671 
   

1,789,361  
  

133,760,032 

Restricted 
   

19,176,906    
  

19,176,906   
  

17,978,779   
  

17,978,779 

Unrestricted 
   

5,553,657  
  

1,928,113 
  

7,481,770   
  

10,874,673 
   

1,173,506  
  

12,048,179 

  Total net assets  $170,755,571   $   3,760,298 
 

$174,515,869    $160,824,123  $    2,962,867   $ 163,786,990 
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Table II 
Lexington County School District One 

Change in Net Assets 
 

   Fiscal Year 2011   Fiscal Year 2010  

    
 

Governmental 
 Business-

type    
 

Governmental  
 Business-

type    
     Activities   Activities   Total   Activities   Activities   Total  

Revenues             
Program Revenues:             
  Charges for services  $      890,676  $5,988,275  $ 6,878,951  $      703,171   $ 6,224,626  $  6,927,797 

  Operating grants & contributions     93,533,079    5,194,608 
  

98,727,687 
   

94,963,189  
  

3,937,546 
  

98,900,735 
General Revenues:             

  Property taxes 
  

92,955,177   
  

92,955,177 
   

86,506,345    
  

86,506,345 

  Federal & state aid 
  

44,723,945   
  

44,723,945 
   

44,560,712    
  

44,560,712 

  Other 
  

1,274,420              824 
  

1,275,244 
   

1,028,341  
  

1,230 
  

1,029,571 

  Total Revenues 
  

233,377,297  11,183,707 
  

244,561,004 
   

227,761,758  
  

10,163,402 
  

237,925,160 

                
Expenses             

Instruction 
  

126,915,503 
  

126,915,503 
   

127,257,281   
  

127,257,281 

Support Services 
  

77,920,053   
  

77,920,053 
   

76,106,830   
  

76,106,830 

Community Services 
  

401,956 
  

401,956 
   

368,145    
  

368,145 

Intergovernmental     
   

19,379    
  

19,379 

Interest & other charges 
  

17,529,274   
  

17,529,274 
   

13,720,943  
  

13,720,943 

Food Service    11,065,339 
  

11,065,339    
  

10,840,532 
  

10,840,532 

  Total Expenses 
  

222,766,786  11,065,339 
  

233,832,125 
   

217,472,578  
  

10,840,532 
  

228,313,110 

   Increase/(Decrease) in 
 net assets before transfers 

  
10,610,511       118,368 

  
10,728,879 

   
10,289,180  

  
(677,130) 

  
9,612,050 

                

Transfers 
  

(679,063)       679,063 
  

-   
   

(284,764) 
  

284,764 
  

-  

                

Increase/(Decrease) in net assets 
  

9,931,448       797,431 
  

10,728,879 
   

10,004,416  
  

(392,366) 
  

9,612,050 
                

Net Assets, July 1 
  

160,824,123    2,962,867 
  

163,786,990 
   

150,819,707  
  

3,355,233 
  

154,174,940 

Net Assets, June 30 
 

$170,755,571  $3,760,298 
 

$174,515,869 
 

$160,824,123   $ 2,962,867 
 

$163,786,990 

 
The District’s expenses are primarily for instruction and support services that account for 57 
percent and 35 percent of total governmental activities expenses, respectively.  The 
instructional expenses predominantly account for salaries and benefits for teachers and 
instructional assistants.  Support services expenses are mainly building renovations and 
additions, maintenance, utilities and pupil transportation salaries, benefits, contractual 
services and supplies. 
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Governmental activities.  Governmental activities increased the District’s net assets by 6.2 
percent.  The District continued major construction and renovation projects that increased the 
capital assets, net of depreciation by $67,016,002. The District’s property tax revenues 
increased due to an increase in assessments of taxable property as well as a net increase in 
millage of 5.54.  The District received about the same amount of state aid as the previous 
year.  The District continued to receive funding from the American Recovery and 
Reinvestment Act of 2009 which helped save jobs although the allocation decreased slightly 
from the previous year.  Tables III and IV that follow illustrate the District’s Revenues by 
Source and Expenses by Function for fiscal year 2011.   

 
Table III 

Revenues by Source 
Governmental Activities 

   
 

Table IV 
Program Expenses by Function 

Governmental Activities 
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