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White Settlement Independent School District Tarrant 220920
Name of School District County Co.-Dist.Number
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meeting of the Board of Trustees of such school district on the 17t day of December, 2019.

Signature of Board Secretary Signature of Board President

If the Board of Trustees disapproved of the auditor’s report, the reason(s) for disapproving it is (are):
(attach list as necessary)
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INDEPENDENT AUDITOR’S REPORT

Board of Trustees of
White Settlement Independent School District
White Settlement, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of White Settlement Independent School District, as of and
for the year ended August 31, 2019, and the related notes to the financial statements, which collectively
comprise White Settlement Independent School District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

OFFICE LOCATIONS ‘(‘\
TEXAS | Waco | Temple | Hillsboro | Houston & AICPA

NEW MEXICO | Albuquerque GAQC Member



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of White Settlement Independent School District, as of August 31, 2019, and the respective changes
in financial position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and pension and OPEB information 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 the 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise White Settlement Independent School District’s basic financial statements. The combining statements,
required TEA schedules and the Schedule of Expenditures of Federal Awards, as required by the audit
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining statements, required TEA 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 basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the combining statements, required TEA schedules and the Schedule of Expenditures of Federal
Awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 6,
2019 on our consideration of White Settlement Independent School 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 solely 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 effectiveness of White Settlement Independent School District’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering White Settlement Independent School District’s internal control over financial
reporting and compliance.

?m%iﬂo,%mvm g H"’UEL)L‘L“J?'

Waco, Texas
December 6, 2019



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the White Settlement Independent School District (the “District”), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District for
the fiscal year ended August 31, 2019. We encourage readers to consider the information presented here in
conjunction with the financial statements.

Financial Highlights

e The liabilities and deferred inflows of resources of the District exceeded its assets and deferred
outflow of resources at the close of the most recent period by $94,349,479 (net position - deficit).
This is a decrease of $1,951,261 from the previous year. Contributing to this change is interest
accretion on capital appreciation bonds in the amount of $2,242,636, which decreased net
position.

e As of the close of the current fiscal year, the District’'s governmental funds reported a combined
ending fund balance of $26,275,875, an increase of $3,793,184 from the prior year. Contributing
to this change were increases in property tax revenues in the General and Debt Service Funds.

e At the end of the current fiscal year, unassigned fund balance for the General Fund was
$16,358,781 or 29% of total General Fund current year expenditures. Prior year unassigned fund
balance for the General Fund was $14,369,615, or 30% of total General Fund expenditures.

Overview of the Financial Statements

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

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

The statement of net position presents information on all of the District’s assets, deferred outflows/inflows of
resources, and liabilities, with the difference being reported as net position. Over time, increases and
decreases in net position may serve as a useful indicator of whether the financial position of the District is
improving or deteriorating.

The statement of activities presents information on how the District’s net position changed during the most
recent fiscal year. All changes in net position 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 for
some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes).

In the District’'s government-wide financial statements the functions of the District are being principally
supported by taxes and intergovernmental revenues (governmental activities) The governmental activities of
the District include instruction, school leadership, guidance, counseling and evaluation services, social work
services, health services, student transportation, extracurricular activities, general administration, facilities
maintenance and operations, security and monitoring services and community services.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other statement and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the District can be divided into 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 assessing a government’s near-term financing requirements.

Because the focus of the 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 17 individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund and debt service fund, which are considered to be major funds.
Data from the remaining governmental funds are combined into a single aggregated presentation. Individual
fund data for each of these nonmajor governmental funds is provided in the form of combining statements.

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

Proprietary Funds. The District maintains one type of proprietary fund. An internal service fund is an
accounting device used to accumulate and allocate costs internally among the District’s various functions. The
District uses an internal service fund to account for the management of its retained risks for worker’s
compensation. This service has been included within governmental activities in the government-wide financial
statements.

The internal service fund is included is a single column on the proprietary fund financial statements.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside of
the District. Fiduciary funds are not reported in the government-wide financial statements because the
resources of those funds are not available to support the District’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The District maintains one type of fiduciary fund. The Agency fund reports resources held by the District is a
custodial capacity primarily for student groups.

Notes to the Financial Statements. The notes provide additional information that is necessary to acquire a
full understanding of the data provided in the government-wide and fund financial statements.

Other Information - In addition to the basic financial statements and accompanying notes, this report also
presents required supplementary information concerning the District’s pension and OPEB plans.

Government-wide Overall Financial Analysis
As noted earlier, net position over time may serve as a useful indicator of a government’s financial position. In

the case of the District, liabilities and deferred inflows of resources exceeded assets and deferred outflows of
resources by $94,349,479 at the close of the most recent fiscal year.



WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT

Governmental Activities

2019 2018 Change
Current and other assets $ 31,680,265 $ 26,984,114 17.40%
Capital assets 117,707,652 123,593,592 -4.76%
Total assets 149,387,917 150,577,706 -0.79%
Deferred outflows of resources 16,786,515 9,036,794 85.76%
Current liabilities 4,411,866 3,363,675
Long-term liabilities 248,028,267 239,140,975 3.72%
Total liabilities 252,440,133 242,504,650 4.10%
Deferred inflows of resources 8,083,778 9,508,068 -14.98%
Net position:
Net investment in capital assets (  72,589,440) ( 70,737,319) 2.62%
Restricted 8,347,025 6,573,445 26.98%
Unrestricted (__30,107,064) (_28,234,344) 6.63%
Total net position $(__94,349,479) $(_92,398,218) 2.11%

A large portion of the District’s deficit net position, ($72,589,440), reflects the District’s net investment in
capital assets (e.g., land, buildings, furniture and equipment, and accumulated depreciation), less any related
debt used to acquire those assets that is still outstanding. The District uses these capital assets to provide
services to students; consequently, these assets are not available for future spending. Although the District’s
investment in its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities. The District’s net investment in capital assets is a deficit primarily due to the long-
term debt used to finance some of the District’s capital assets maturing after capital assets are depreciated.

An additional portion of the District’'s net position, $8,347,025, represent resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position,
($30,107,064), is a deficit. This is not an indication that the District has insufficient resources available to
meet financial obligations next year, but rather the result of having long-term commitments that are more
than currently available resources.

At the end of the current fiscal year, the District did not report positive balances in net investment in capital
assets and unrestricted net position, and the same held true for the prior fiscal year.



WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT
CHANGES IN NET POSITION

REVENUES
Program revenues:
Charges for services
Operating grants and contributions
General revenues:
Maintenance and operations taxes
Debt service taxes
Grants and contributions not restricted

Investment earnings
Miscellaneous

Total revenues

EXPENSES
Instruction
Instructional resources and media services
Curriculum and instructional staff development
Instructional leadership
School leadership
Guidance, counseling and evaluation services
Social work services
Health services
Student (pupil) transportation
Food services
Co-curricular/extra curricular activities
General administration
Plant maintenance and operations
Security and monitoring services
Data processing services
Community services
Debt service - interest on long-term debt
Debt service - bond issuance costs
Payments related to shared services

arrangements

Payments to other governmental agencies
Other intergovernmental changes

Total expenses
CHANGE IN NET POSITION
NET POSITION, BEGINNING
PRIOR PERIOD ADJUSTMENT
NET POSITION, ENDING

Governmental Activities

2019 2018 Change

$ 3,194,543 $ 2,813,674 14%

14,068,651 ( 136,716) -10390%

20,909,747 18,844,514 11%
9,649,284 9,015,016 7%
31,252,016 30,891,919 1%
733,427 458,467 60%
273,683 343,152 -20%
80,081,351 62,230,026 29%
40,313,147 24,957,793 62%
363,619 312,385 16%
1,337,518 828,053 62%
1,319,944 707,740 87%
4,614,328 2,802,884 65%
2,334,050 1,254,578 86%
175,227 111,771 57%
713,321 403,201 77%
1,616,818 1,277,002 27%
4,267,345 3,278,888 30%
3,179,266 2,223,112 43%
2,419,750 1,638,671 48%
7,928,218 6,199,058 28%
400,459 243,439 65%
1,777,604 1,273,751 40%
633,626 440,707 44%
8,345,544 8,432,716 -1%

6,807 6,807 0%

122,977 102,758 20%

7,095 10,578 100%

155,949 146,472 6%
82,032,612 56,652,364 45%
( 1,951,261) 5,577,662 -135%
(_92,398,218) (__ 64,810,375) 43%

- ( 33,165,505)
$(_ 94,349,479) $(_ 92,398,218) 2%

The District’s net position decreased by $1,951,261 or 2% from the prior fiscal year. The primary reason for
this overall decrease is the accretion of interest on capital appreciation bonds.



Financial Analysis of Governmental Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

The focus of the District’'s governmental funds is to provide information on near-term inflows, outflows, and
the balance of spendable resources. Such information is useful in assessing the District’'s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of the District’'s net
resources available for discretionary use for a particular purpose by either an external party, the District itself,
or a group or individual that has been delegated authority to assign resources for use for particular purposes
by the District’s Board.

At year-end the District’s governmental funds reported a combined ending fund balance of $26,275,875, a net
increase of $3,793,184 from last year’s combined fund balance. Unassigned fund balance is $16,358,781, or
62% of total and is available for spending at the District’s discretion. The remainder of fund balance is not
available for discretionary spending because it is classified as non-spendable, restricted, committed, or
assigned.

The General Fund is the chief operating fund of the District. At the end of the current fiscal year the general
fund’s total fund balance was $17,704,328, of which $16,358,781, or 92% of total, is unassigned. The total
fund balance increased by $1,325,756 from current year operations. This amount was supplemented by
increases in other financing sources and uses of $758,034 from the proceeds on notes payable for a net
increase of $2,083,790.

The Debt Service Fund ending fund balance was $6,669,148, all of which is reserved for the payment of future
debt service. The total fund balance increased by $1,643,116 in comparison to the prior year. This is primarily
due to an increase in debt service property tax revenues caused by an increase in assessed value.

General Fund Budgetary Highlights

Over the course of the year, the Board of Trustees revised the District’'s budget several times. These budget
amendments fall into three categories:

e Adjusting state revenue for updated average daily attendance projections.
¢ Amendment to reduce budgets for amounts not spent during the year.

e Other major amendments to the General Fund expenditures included a $699,055 increase in Function
11 - Instruction for student technology and added personnel, a $1,640,288 increase in Function 51 -
Facilities Maintenance & Operations for improvement to facilities, an increase of $338,400 in Function
34 - Transportation Services for added bus routes and white fleet buses purchased, and a $270,247
increase in Function 36 - Extracurricular Activities for upgrade of athletics and extracurricular
equipment and programs.

The District’s actual General Fund balance of $17,704,328 differs from the General Fund’s budgetary fund
balance of $12,665,351. The difference of $5,038,977 is primarily due to actual revenues exceeding budgeted
revenues by $1,090,709 (primarily as result of increased state funding revenue beyond what was anticipated)
and actual expenditures being $3,190,234 less than budgeted expenditures.

Capital Assets and Debt Administration

Capital Assets. The District’s investments in capital assets for its governmental activities at the end of this
fiscal year amounts to $117,707,652 (net of accumulated depreciation) for a net decrease of $5,885,940 or
4.8% from last year. This investment in capital assets includes land, buildings and improvements, and
furniture and equipment. The decrease was not due to the district disposing of significant assets, but rather
due to depreciation accumulating in excess of additions.



Major additions for the current fiscal year included the purchase of playground equipment for multiple
campuses, amounting to $64,602, and the purchase of a portable building for $60,500.

District's Capital Assets

2019 2018
Land $ 4,305,444 $ 4,305,444
Building & improvements 204,916,712 204,837,756
Furniture & equipment 9,224,162 8,447,858
Less depreciation (_100,738,666) ( 93,997,446)
Totals $ 117,707,652 $ 123,593,612

Additional information about the District’s capital assets are presented in the notes to the financial
statements.

Debt Administration. At year-end, the District had $248,028,267 in long-term debt versus $239,140,975

last year. The change in long-term debt is primarily attributable to increases in the district’s proportionate
share of the TRS net pension and OPEB liabilities.

District's Outstanding Debt

2019 2018

Bonds payable $ 149,227,316 $ 151,272,012
Notes payable 758,034 -
Accreted interest on CABs 14,405,583 12,676,154
Premium related to CABs 30,665,035 32,723,933
Premium on bonds 7,969,910 8,349,202
Maintenance tax note 4,485,000 4,995,000
Net Pension Liability (proportionate share) 18,088,914 10,453,833
Net OPEB Liability (proportionate share) 22,428,475 18,907,653

Totals $ 248,028,267 $ 239,377,787

The State issues guidelines recommending that a government entity should limit the amount of general
obligation debt to 10% of its total assessed valuation. The current debt limitation for the District is
$194,615,296. The District’s current outstanding general obligation debt does not exceed this amount.

Additional information on the District’s long-term debt can be found in the notes to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

e The District’'s 2019-2020 refined average daily attendance (ADA) is expected to be 6450. The
budget is based on an ADA of 6450.

e The district continues to grow at a rate of 1%-1.5% per year. Several new housing additions
support the projection of continued growth. If growth continues, the district will begin the process
of forming the Facility/Board Committee during the 2019-2020 school year.

e The current amended budget is a negative $2,739,090. The negative amount includes $572,000
for staff positions added, $350,000 for additional instructional supplies, $290,000 for
Transportation bus routes added and contract adjustment, $200,000 for band uniforms, $250,000
for operations special projects and re-budgeting $144,001 for projects not completed in previous
year.

e The District is continuing to work with its financial advisors and bond advisors to refinance bonded
indebtedness to reduce debt amount.

e The District debt service property tax rate is $.48 per $100 assessed valuation for 2019-2020. The
District reduced its tax rate for maintenance and operations from $1.04 to $.97 per $100 assessed
valuation.



Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the District’s finances as well as demonstrate accountability for funds the District receives.
Questions concerning any of the information provided in this report or requests for additional information
should be addressed to the Business Office, at White Settlement 1.S.D., 401 S. Cherry Lane, White
Settlement, Texas 76108.

10



THIS PAGE LEFT BLANK INTENTIONALLY



BASIC FINANCIAL STATEMENTS



THIS PAGE LEFT BLANK INTENTIONALLY



Data
Control

Codes

1110
1120
1220
1230
1240
1290
1300
1410

1510
1520
1530

1000

1701
1705
1706

1700

2110
2140
2160
2180
2300

2501
2502
2540
2545
2000

2605
2606
2600

3200

3820
3850
3890
3900

3000

The accompanying notes are an integral

WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT

ASSETS

Cash and cash equivalents
Current investments

STATEMENT OF NET POSITION

AUGUST 31, 2019

Property taxes receivable (delinquent)

Allowance for uncollectible taxes
Due from other governments
Other receivables (net)

Inventories

Prepaid items

Capital assets:
Land

Buildings and improvements, net

Furniture and equipment, net

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred loss on bond refunding

Deferred outflow related to pensions

Deferred outflow related to other post-employment benefits

Total deferred outflows of resources

LIABILITIES

Accounts payable
Interest payable

Accrued wages payable
Due to other governments
Unearned revenue
Noncurrent liabilities:

Due within one year

Due in more than one year

Net pension liability (proportionate share)

Net other post-employment benefit liability (proportionate share)
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflow related to pensions

Deferred inflow related to other post-employment benefits

Total deferred inflows of resources

NET POSITION

Net investment in capital assets

Restricted for:

Federal and state programs

Debt service
GAP awards
Unrestricted

Total net position (deficit)

part of this financial statement.

11

EXHIBIT A-1

Governmental
Activities

$ 3,187,858
25,138,198
1,138,274

( 552,165)
2,006,682
757,084

2,869

1,465

4,305,444
110,239,885

3,162,323

149,387,917

4,537,632
9,570,244

2,678,639

16,786,515

1,913,115
33,905
2,380,994
73,282
10,570

2,594,500
204,916,378
18,088,914
22,428,475
252,440,133

991,354

7,092,424

8,083,778

( 72,589,440)

1,297,670
7,034,329
15,026

30,107,064
$(  94,349,479)
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WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2019

Program
Revenues
1 3
Data
Control Charges
Codes Functions/Programs Expenses for Services
Primary government:
Governmental activities:
11 Instruction $ 40,313,147 $ 468,986
12 Instructional resources and media services 363,619 -
13 Curriculum and staff development 1,337,518 -
21 Instructional leadership 1,319,944 -
23 School leadership 4,614,328 -
31 Guidance, counseling, and evaluation services 2,334,050 -
32 Social work services 175,227 -
33 Health services 713,321 -
34 Student transportation 1,616,818 -
35 Food service 4,267,345 1,145,903
36 Extracurricular activities 3,179,266 1,579,654
41 General administration 2,419,750 -
51 Facilities maintenance and operations 7,928,218 -
52 Security and monitoring services 400,459 -
53 Data processing services 1,777,604 -
61 Community services 633,626 -
72 Interest on long-term debt 8,345,544 -
73 Bond issuance costs and fees 6,807 -
93 Payments for shared services arrangements 122,977 -
95 Payments to Juvenile Justice Alternative
Education Programs 7,095 -
99 Other intergovernmental changes 155,949 -
[TP] Total primary government $ 82,032,612 $ 3,194,543
General revenues:
Taxes:
MT Property taxes, levied for general purposes
DT Property taxes, levied for debt service
GC Grants and contributions not restricted
to specific programs
IE Investment earnings
MI Miscellaneous
TR Total general revenues
CN Change in net position
NB Net position, beginning
NE Net position, ending

The accompanying notes are an integral
part of this financial statement. 12



EXHIBIT B-1

Net (Expenses)
Revenue and

Program Changes in
Revenues in Net Position
4 6
Operating Primary Gov.
Grants and Governmental
Contributions Activities

6,003,428 $( 33,840,733)
12,620 ( 350,999)
691,196 ( 646,322)
142,510 ( 1,177,434)
329,555 ( 4,284,773)
891,323 ( 1,442,727)
18,367 ( 156,860)
61,972 ( 651,349)
48,601 ( 1,568,217)
2,890,675 ( 230,767)
96,986 ( 1,502,626)
143,453 ( 2,276,297)
87,436 ( 7,840,782)
16,130 ( 384,329)
76,281 ( 1,701,323)
65,959 ( 567,667)
2,354,681 ( 5,990,863)
- ( 6,807)
137,478 14,501
- ( 7,095)
- ( 155,949)

14,068,651 $(  64,769,418)

20,909,747
9,649,284

31,252,016
733,427
273,683

62,818,157
(_ 1,951,261)
(_92,398,218)
$(_ 94,349,479)
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WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS

AUGUST 31, 2019

Data 10 50
Control General Debt Service
Codes Fund Fund

ASSETS

1110 Cash and cash equivalents 2,379,913 $ 475,173

1120 Investments - current 17,193,830 6,267,257

1220 Property taxes - delinquent 807,879 330,395

1230 Allowance for uncollectible taxes (credit) 408,793) 143,372)

1240 Receivables from other governments 1,847,207 -

1260 Due from other funds 39,347 -

1290 Other receivables 757,084 -

1300 Inventories - -

1410 Prepaid items 1,465 -

1000 Total assets 22,617,932 6,929,453

LIABILITIES

2110 Accounts payable 1,417,664 -

2160 Accrued wages payable 2,307,346 -

2170 Due to other funds 349,188 -

2180 Due to other governments - 73,282

2300 Unearned revenues - -

2000 Total liabilities 4,074,198 73,282

DEFERRED INFLOWS OF RESOURCES
2601 Unavailable revenue 839,406 187,023
2600 Total deferred inflows of resources 839,406 187,023
FUND BALANCES
Nonspendable:
3430 Prepaid items 1,465 -
Restricted:

3450 Federal or state grant restrictions - -

3480 Retirement of long-term debt - 6,669,148

3490 GAP awards - -

3545 Committed for campus activity - -

3590 Assigned for future technology purchases 1,344,082 -

3600 Unassigned 16,358,781 -

3000 Total fund balances 17,704,328 6,669,148

4000 Total liabilities, deferred inflows

4000 and fund balances 22,617,932 $ 6,929,453

The accompanying notes are an integral
part of this financial statement. 14




Total
Other Governmental
Funds Funds
321,238 $ 3,176,324
1,677,111 25,138,198
- 1,138,274
- ( 552,165)
159,475 2,006,682
- 39,347
- 757,084
2,869 2,869
- 1,465
2,160,693 31,708,078
134,729 1,552,393
73,648 2,380,994
39,347 388,535
- 73,282
10,570 10,570
258,294 4,405,774
- 1,026,429
- 1,026,429
- 1,465
1,297,670 1,297,670
- 6,669,148
15,026 15,026
589,703 589,703
- 1,344,082
- 16,358,781
1,902,399 26,275,875
2,160,693 $ 31,708,078
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WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT

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

AUGUST 31, 2019

Total fund balances - governmental funds

1 Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

2 Some receivables are reported as deferred inflows of resources in the
governmental funds balance sheet, but are recognized as a revenue in the
statement of activities.

Property taxes
School health and related services (SHARS)

3 Long-term liabilities, including bonds, accreted interest and tax notes, are
not due and payable in the current period and therefore are not reported in
the funds. Also, the losses on refunding of bonds and the premium on
issuance of bonds payable are not reported on the balance sheet in the
funds.

4 Interest payable is not due and payable in the current period and, therefore,
is not reported as a liability in the governmental funds.

5 Included in the items related to debt is the recognition of the District's
proportionate share of the net pension liability required by GASB 68. The net
position related to pensions included a deferred resource outflow in the
amount of $9,570,244, a deferred resource inflow in the amount of
$991,354, and a net pension liability in the amount of $18,088,914.

6 Included in the items related to debt is the recognition of the District's
proportionate share of the net other post-employment benefit (OPEB)
liability required by GASB 75. The net position related to the OPEB included a
deferred resource outflow in the amount of $2,678,639, a deferred resource
inflow in the amount of $7,092,424, and a net OPEB liability in the amount of
$22.428.475.

Net position of governmental activities

The accompanying notes are an integral
part of this financial statement. 16

EXHIBIT C-2
$ 26,275,875
117,707,652
586,109
440,320
( 202,973,246)
( 33,905)
(  9,510,024)
(_ 26,842,260)
$( 94,349,479)
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Data

Control
Codes
REVENUES

5700
5800

5900
5020

0011
0012
0013
0021
0023
0031
0032
0033
0034
0035
0036
0041
0051
0052
0053
0061

0071
0072
0073

0081

0093
0095

0099

6030
1100

7914
7080

1200
0100

3000

WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED AUGUST 31, 2019

Local and intermediate sources
State program

Federal program
Total revenues

EXPENDITURES

Current:
Instruction
Instructional resources and media services
Curriculum and instructional staff development
Instructional leadership
School leadership
Guidance, counseling and evaluation services
Social work services
Health services
Student (pupil) transportation
Food services
Extracurricular activities
General administration
Facilities maintenance and operations
Security and monitoring services
Data processing services
Community services
Debt service:
Principal on long term debt
Interest on long term debt
Bond issuance costs and fees
Capital outlay:
Facilities acquisition and construction
Intergovernmental:
Payments for SSA

Payments to Juvenile Justice Alternative Ed. Prg.

Other intergovernmental charges

Total expenditures

Excess (deficiency) of revenues over

(under) expenditures

OTHER FINANCING SOURCES (USES)

Proceeds from notes payable
Total other financing sources (uses)

Net change in fund balances

Fund balance - September 1 (beginning)

Fund balance - August 31 (ending)

The accompanying notes are an integral
part of this financial statement. 17
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General
Fund

50
Debt Service
Fund

$ 22,450,826
33,724,584
1,083,916

$

9,834,406
2,354,681

57,259,326

12,189,087

31,697,918
239,244
565,552

1,113,981
3,968,888
1,337,985
143,628
577,443
1,548,036

2,012,109
2,070,101
7,220,290
301,240
1,818,254
463,186

511,000
115,763

65,908

7,095
155,949

2,044,697
8,494,467
6,807

55,933,570

10,545,971

1,325,756

1,643,116

758,034

758,034

2,083,790
15,620,538

1,643,116
5,026,032

$ 17,704,328

6,669,148




Total
Other Governmental
Funds Funds

$ 2,395,913 34,681,145
962,840 37,042,105
5,605,325 6,689,241
8,964,078 78,412,491
2,645,754 34,343,672
30 239,274
534,822 1,100,374
1,676 1,115,657
- 3,968,888
544,736 1,882,721
- 143,628
3,524 580,967
- 1,548,036
3,832,517 3,832,517
1,111,979 3,124,088
- 2,070,101
- 7,220,290
64,418 365,658
- 1,818,254
35,367 498,553
- 2,555,697
- 8,610,230
- 6,807
- 65,908
122,977 122,977
- 7,095
- 155,949
8,897,800 75,377,341
66,278 3,035,150
- 758,034
- 758,034
66,278 3,793,184
1,836,121 22,482,691
$ 1,902,399 26,275,875
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WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT EXHIBIT C-4

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2019

Net change in fund balances - total governmental funds $ 3,793,184
Amounts reported for governmental activities in the statement of activities are different
because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which depreciation exceeded capital
outlays in the current period. ( 5,713,478)
In the statement of activities, only the gain or loss on the sale of capital assets is
reported, whereas in the governmental funds, the proceeds from the sale increase
financial resources. Thus, the change in net position differs from the change in fund
balance by the book value of the capital asset sold. ( 172,462)

Some receivables are not considered available revenues and are reported as deferred
inflows in the aovernmental funds.

Property taxes 147,425
School health and related services (SHARS) ( 295,132)

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, but issuing debt increases long-term liabilities in the
statement of net position. Repayment of bond, tax note, and capital lease principal is
an expenditure in the governmental funds, but the repayment reduces long-term
liabilities in the statement of net position.

Principal repayment 4,889,989
Issuance of long-term debt ( 758,034)

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds.

Amortization of premium and deferred loss on refunding of bonds payable 170,547
Accrued interest payable on long-term debt 2,483
Accreted interest on capital appreciation bonds ( 2,242,636)

GASB 68 Required that certain plan expenditures be de-expended and recorded as
deferred resource outflows. These contributions made after the measurement date of
the plan caused the change in ending net position to increase by $1,180,867.
Contributions made before the measurement date and during the previous fiscal year
were expended and recorded as a reduction in net pension liability. This caused a
decrease in net position totaling $1,107,915. Finally, the proportionate share of
pension expense on the plans as a whole had to be recorded. The net pension expense
decreased the change in net position by $1,498,899. ( 1,425,947)

GASB 75 Required that certain plan expenditures be de-expended and recorded as
deferred resource outflows. These contributions made after the measurement date of
the plan caused the change in ending net position to increase by $321,439.
Contributions made before the measurement date and during the previous fiscal year
were expended and recorded as a reduction in net OPEB liability. This caused a
decrease in net position totaling $318,742. Finally, the proportionate share of OPEB
expense on the plans as a whole had to be recorded. The net OPEB expense decreased

the change in net position by $349,897. ( 347,200)
Change in net position of governmental activities $( 1,951,261)

The accompanying notes are an integral
part of this financial statement. 19
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WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT EXHIBIT D-1

STATEMENT OF NET POSITION
PROPRIETARY FUND

AUGUST 31, 2019

Governmental
Activities
Internal
Service Fund

ASSETS
Current assets:
Cash and cash equivalents $ 11,534
Due from other funds 349,188
Total current assets 360,722
Total assets 360,722
LIABILITIES
Current liabilities:
Accounts payable 360,722
Total current liabilities 360,722
Total liabilities 360,722
NET POSITION $ -

The accompanying notes are an integral
part of this financial statement. 20



WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT EXHIBIT D-2

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION
PROPRETARY FUND

FOR THE YEAR ENDED AUGUST 31, 2019

Governmental
Activities
Internal
Service Fund

OPERATING REVENUES
Local and intermediate sources $ 194,140
Total operating revenues 194,140

OPERATING EXPENSES
Professional and contracted services 194,140
Total operating expenses 194,140

OPERATING INCOME (LOSS) -
NET POSITION, BEGINNING -

NET POSITION, ENDING $_ -

The accompanying notes are an integral
part of this financial statement. 21



WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT EXHIBIT D-3

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

FOR THE YEAR ENDED AUGUST 31, 2019

Governmental
Activities
Internal

Service Fund

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from user charges $ 189,378
Payments for insurance claims ( 188,839)
Net cash provided by operating activities 539

NET INCREASE IN CASH AND CASH EQUIVALENTS 539
CASH AND CASH EQUIVALENTS, BEGINNING 10,995
CASH AND CASH EQUIVALENTS, ENDING 11,534

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Operating income -
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:

(Increase) in due from other funds ( 4,762)
Increase in accounts payable 5,301
Net cash provided by operating activities $ 539

The accompanying notes are an integral
part of this financial statement. 22



WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT EXHIBIT E-1
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS

AUGUST 31, 2019

Agency
Fund
ASSETS
Cash and cash equivalents $ 45,767
Total assets 45,767
LIABILITIES
Due to student groups 45,767
Total liabilities $ 45,767

The accompanying notes are an integral
part of this financial statement. 23



I.

WHITE SETTLEMENT INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

White Settlement Independent School District (the “District”) is a public educational agency operating
under the applicable laws and regulations of the State of Texas. It is governed by a seven-member
Board of Trustees (the “Board”) elected by registered voters of the District. The District prepares its
financial statements in conformity with generally accepted accounting principles promulgated by the
Governmental Accounting Standards Board and it complies with the requirements of the Texas
Education Agency’s Financial Accountability System Resource Guide (the “Resource Guide”) and the
requirements of contracts and grants of agencies from which it receives funds.

The Board of Trustees (the “Board”) is elected by the public and it has the decision-making authority,
the power to designate management, the ability to significantly influence operations and the primary
accountability for fiscal matters. Therefore, the District is a financial reporting entity as defined by the
Governmental Accounting Standards Board (*GASB”). There are no component units included within
the reporting entity.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government. All
fiduciary activities are reported only in the fund financial statements. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities are supported by
taxes, state foundation funds and intergovernmental revenue.

The statement of activities demonstrates the degree to which direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods or services provided by a given function or segment of
the District, examples include tuition paid by students not residing in the District, school lunch
charges, etc. and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a given function or segment, examples include grants under the Elementary and
Secondary Education Act. Taxes and other items not properly included among program revenue are
reported instead as general revenue.

The fund financial statements provide reports on the financial condition and results of operations for
two fund categories - governmental and fiduciary. Since the resources in the fiduciary funds cannot be
used for District operations, they are not included in the government-wide statements. The District
considers some governmental funds major and reports their financial condition and results of
operations in a separate column.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indicates the timing of
transactions or events for recognition in the financial statements.

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

24



Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon as it
is both measurable and available. Revenue is considered to be available when it is collectible within
the current period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the government considers revenue to be available if it is collectible within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, similar to accrual
accounting. However, debt services expenditures, as well as expenditures related to claims and
judgments, are recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt is reported as other financing
sources.

Property taxes, state foundation funds, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenue of the current fiscal
period. Entitlements are recorded as revenue when all eligibility requirements are met, including any
time requirements, and the amount received during the period or within the availability period for this
revenue source (within 60 days of year-end). All other revenue items are considered to be measurable
and available only when cash is received by the District.

The proprietary fund is reported using the economic resources measurement focus and the accrual
basis of accounting. The agency fund has no measurement focus but utilizes the accrual basis of
accounting for reporting its assets and liabilities.

The District reports the following major funds:

General Fund - The General Fund is the District’s primary operating fund. It is used to account
for all financial transactions except for those required to be accounted for in another fund. Major
revenue sources include local property taxes and state funding under the Foundation School
Program. Expenditures include all costs associated with the daily operations of the District except
for costs accounted for in another fund.

Debt Service Fund - The Debt Service Fund accounts for resources accumulated and payments
made for principal and interest on long-term general obligation debt. Revenues include property
taxes, state funding under the Instructional Facilities and Existing Debt Allotments and earned
interest. The fund balance represents amounts that are available for retirement of future
payments of principal, interest and fees.

In addition, the District reports the following fund types:

Internal Service Fund - This fund accounts for the District’'s self-insurance for worker’s
compensation.

Fiduciary Funds - Agency Funds - The Agency Fund is custodial in nature and accounts for
activities of student groups. This accounting reflects the District’s agency relationship with student
activity organizations.

During the course of operations, the District has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds. While these
balances are reported in fund financial statements, certain eliminations are made in the preparation of
the government-wide financial statements. Balances between the funds included in the governmental
activities are eliminated.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial statements these amounts are reported at gross amounts as transfers in/out. While reported
in fund financial statements, certain eliminations are made in the preparation of the government-wide
financial statements. Transfers between the funds included in governmental activities are eliminated
so that only the net amount is included as transfers in the governmental activities column.
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D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, Net Position/Fund Balance,

Revenues and Expenditures/Expenses

Deposits and Investments

The District’s cash and cash equivalents are considered as cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from date of acquisition.

Investments for the District are reported at fair value, except for the position in investment pools. The
District’s investments in Pools are reported at the net asset value per share (which approximates fair
value) even though it is calculated using the amortized cost method.

TexPool, LoneStar and TexStar have a redemption notice period of one day and may redeem daily.
The investment pool’s authority may only impose restrictions on redemptions in the event of a general
suspension of trading on major securities markets, general banking moratorium or national state of
emergency that affects the pool’s liquidity.

Property Taxes

Delinquent property tax receivables are prorated between the General Fund and Debt Service Fund
based on rates adopted for the year of the levy. Allowances for uncollectible tax receivables is based
on historical experience in collecting property taxes. Management periodically reviews outstanding
property taxes and establishes an allowance adequate to reflect the anticipated net collectible balance.
The District is prohibited from writing off real property taxes without specific statutory authority from
the Texas Legislature.

Property taxes are levied by October 1 and are due and payable at that time. The Board establishes
the District’'s property tax rates annually. The authorized tax rates for property taxes assessed on
January 1, 2019, were $1.04 and $0.48 per $100 for the General Fund and Debt Service Fund,
respectively, based on a net assessed valuation of $1,946,152,961.

The legally authorized tax rate limit for the District is $1.17 per $100 assessed valuation for
maintenance and operations. On January 1 of each year, a tax lien attaches to property to secure the
payment of penalties imposed. Property tax revenues are considered available when they become due
or past due and receivable within the current period and those expected to be collected during the 60-
day period after the close of the District’s fiscal year.

Inventories and Prepaid Items

The District uses the consumption method to account for inventories of food products, school supplies,
and athletic equipment. Under this method, these items are carried in an inventory account of the
respective fund at cost, using the first-in, first-out method of accounting and are subsequently
charged to expenditures when consumed. In the General Fund, reported inventories are offset by a
fund balance reserve. Inventories of food commodities used in the food service program are recorded
at acquisition value. Although commodities are received at no cost, the acquisition value is recorded
as inventory and unearned revenue when received. When requisitioned, inventory and unearned
revenues are relieved, expenditures are charged, and revenue is recognized for an equal amount.

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

26



Capital Assets

Capital assets, which include land, buildings and improvements, furniture and equipment and
construction in progress, are reported in the applicable governmental column in the government-wide
financial statements. The cost of the infrastructure (e.g., roads, bridges, sidewalks, and similar items)
was initially capitalized with the building cost and is being depreciated over the same useful life as the
building. Capital assets are defined by the District as assets with an initial, individual cost of more
than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at historical
or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
acquisition value, which is the price that would be paid to acquire an asset with equivalent service
potential at the acquisition date.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Capital lease assets of the District are depreciated using the straight-line method over the following
estimated lives:

Asset Classification Useful Life
Buildings and improvements 20-50
Furniture and equipment 10-15

Unearned Revenues

Unearned revenues represent revenues received by the District but not yet earned and are not
available for use by the District to liquidate current year liabilities.

Long-term Obligations

General obligation bonds which have been issued to fund the District’s capital projects are to be repaid
from tax revenues of the District. In the government-wide financial statements long-term debt and
other long-term obligations are reported as liabilities in the governmental activities Statement of Net
Position. Bond premiums and discounts are deferred and amortized over the life of the bonds using
the straight-line method. Bonds payable are reported net of the applicable bond premium or discount.

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

Compensated Absences

Upon retirement from the District, employees shall receive $15 for each year of verifiable service to
the District. In addition, retirees who have completed at least five years of consecutive District service
shall be reimbursed for all unused personal and/or sick leave at the rate of $10 per day. These
benefits are recorded whenever the expenditure is incurred.

Defined-Benefit Pension Plan

The fiduciary net position of the Teacher Retirement System of Texas (TRS) has been determined
using the flow of economic resources measurement focus and full accrual basis of accounting. This
includes for purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, pension expense, and information about assets,
liabilities and additions to/deductions from TRS'’s fiduciary net position. Benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.
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Other Post-Employment Benefits

The fiduciary net position of the Teacher Retirement System of Texas (TRS) TRS Care Plan has been
determined using the flow of economic resources measurement focus and full accrual basis of
accounting. This includes for purposes of measuring the net OPEB liability, deferred outflows of
resources and deferred inflows of resources related to other post-employment benefits, OPEB
expense, and information about assets, liabilities and additions to/deductions from TRS Care’s
fiduciary net position. Benefit payments are recognized when due and payable in accordance with
the benefit terms. There are no investments as this is a pay-as you-go plan and all cash is held in a
cash account.

Deferred Outflows/Inflow of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The District has two items
that qualify for reporting in this category. It is deferred charge on refunding and deferred outflow
related to TRS reported in the government-wide statement of net position. A deferred charge on
refunding results from the difference in the carrying value of refunded debt and its reacquisition price.
This amount is deferred and amortized over the shorter of the life of the refunded or refunding debt.
The item related to TRS represents the District’'s share of the unrecognized plan deferred outflow of
resources which TRS uses in calculating the ending net pension liability.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows or
resources, represents an acquisition of net position that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The District has two types of inflows,
which arise only under a modified accrual basis of accounting that qualifies for reporting in this
category. The governmental funds report unavailable revenues from two sources: property taxes and
school health and related services (SHARS). These amounts are deferred and recognized as an inflow
of resources in the period that the amounts become available. The District also recognizes their share
of the unrecognized TRS plan deferred inflows of resources which TRS uses in calculating the ending
net pension liability.

Net Position

Net position represents the difference between assets, deferred outflows (inflows) of resources and
liabilities. Net investment in capital assets consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any borrowing used for the acquisition, construction or
improvements of those assets, and adding back unspent proceeds. Net position is reported as
restricted when there are limitations imposed on their use either through the enabling legislations
adopted by the District or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

Net Position Flow Assumption

Sometimes the District will fund outlays for a particular purpose from both restricted (e.g., restricted
bond and grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted - net position and unrestricted - net position in the government-wide financial statements,
a flow assumption must be made about the order in which the resources are considered applied. It is
the District’s policy to consider restricted - net position to have been depleted before unrestricted -
net position is applied.
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Fund Balance

The governmental fund financial statements present fund balances based on classifications that
comprise a hierarchy that is based primarily on the extent to which the District is bound to honor
constraints on the specific purposes for which amounts in the respective governmental funds can be
spent. The classifications used in the governmental fund financial statements are as follows:

¢ Non-spendable: This classification includes amounts that cannot be spent either because it is
not in spendable form or because of legal or contractual requirements. Examples include
inventories, long-term receivables, endowment principal, and/or prepaid/deferred items.

e Restricted: This classification includes the component of the spendable fund balance
constrained to a specific purpose by a provider, such as a creditor. Grantor, contributor, or law
or regulation of other governments. Restricted fund balance includes funds for federal/state
grants, construction programs, debt service, and other restrictions.

e Committed: This classification includes the component of spendable fund balance constrained
to a specific purpose by the Board. A Board resolution is required to establish, modify, or
rescind fund balance commitment. Only the action that constitutes the most binding constraint
of the Board can be considered a commitment for fund balance classification purposes.
Committed fund balance includes campus activity funds.

e Assigned: This classification includes the component of the spendable fund balance that is
spendable or available for appropriation but has been tentatively earmarked for some specific
purpose by the Board of Trustees or by an official or body to which the Board of Trustees
delegates. Specific amounts that are not restricted or committed in a special revenue, capital
projects, debt service, or permanent fund are assigned for purposes in accordance with the
nature of their fund type of the fund’s primary purpose. Assignments within the general fund
conveys that the intended use of those amounts is a specific purpose that is narrower than the
general purposes of the District itself.

e Unassigned: This classification includes the residual classification of the General Fund and
includes all amounts not contained in other classifications. This portion of the total fund
balance in the general fund is available to finance operating expenditures. Only the General
Fund will have unassigned amounts. By accounting for amounts in other funds, the District has
implicitly assigned the funds for purposes of those particular funds.

Fund Balance Flow Assumption

Sometimes the District will fund outlays for a particular purpose from both restricted (the total of
committed, assigned, and unassigned fund balance). In order to calculate the amounts to report as
restricted, committed, assigned, and unassigned fund balance in the governmental fund financial
statements a flow assumption must be made about the order in which the resources are considered to
be applied. It is the District’s policy to consider restricted fund balance to have been depleted before
using any of the components of unrestricted fund balance. Further, when the components of
unrestricted fund balance can be used for the same purpose, committed fund balance is depleted first,
followed by assigned fund balance. Unassigned fund balance is applied last.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of funds are recorded in the accounting system in order to reserve a portion of the
applicable appropriation, is employed in the governmental fund types on the governmental fund
financial statements. Encumbrances are liquidated at year end.

Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally accepted in
the United States of America, requires management to make estimations and assumptions that affect
the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenditures during the reporting period. Actual results could differ from
those estimates.
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The amount of state foundation revenue a district earns for a year can and does vary until the time
when final values for each of the factors in the formula become available. Availability can be as late as
into the next fiscal year. It is at least reasonably possible that the foundation revenue for the fiscal
year will ultimately change from the amount calculated as of August 31, 2019 because of the factors
that TEA uses in its calculations.

Data Control Codes

The data control codes refer to the account code structure prescribed by the Texas Education Agency
(the “Agency