














Table 5 - Outstanding Long-Term Debt (in millions of dollars)

Total School System
Percentage
2007 2006 Change
Capital leases $ 503 $ 4.22 19.1%
Capital leases - Charter Schools 0.03 0.04 -36.6%
Notes Payable - Charter Schools 0.11 0.21 -49.6%
Intergovernmental agreement-

City of Atlanta 22.11 18.70 18.3%
Certificates of Participation 10.12 0.00 0.0%
Compensated absences 5.99 6.24 -4.1%
Workers' compensation 5.46 5.85 -6.6%

$ 48.84 § 35.26 38.5%

Outstanding long-term debt increased, in the current fiscal year, due to debt issues by Education
Reform Success, Inc. and new bond issued by the City of Atlanta on behalf of the School System.
For more detailed information on the School System’s long-term debt, see Note H in the Notes to the
Basic Financial Statements.

Fund Financial Statements

Fund financial statements provide detailed information regarding the resources segregated for
specific activities or objectives, not district-wide. Funds are used to track specific sources of revenue
and expenditures for particular programs.

The School System has three kinds of funds:

Governmental funds include most of the School System’s basic services and focus on providing cash
flow available for spending. These funds include the General Fund, Capital Projects and Other
Governmental Funds of lesser magnitude. Fund accounting statements use the modified accrual
method of accounting, which measures cash and other financial assets that can be readily converted
to cash. These statements present a short-term view of the School System’s operations and services
and do not include the long-term focus presented in the new district-wide financial statements. For an
explanation of the differences see the reconciliations included with the Governmental Fund
Statements.

Proprietary funds consist of services provided by the School System for a fee and employ the full
accrual method of accounting in the same manner as the district-wide statements. The School System
has one proprietary fund, Food Service. This fund provides student meals at a cost based on the
student’s ability to pay, subsidized by federal funds and the School System.
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Fiduciary funds account for assets not owned by the School System but for which the School
System is responsible for ensuring that the assets in the funds are used for their designated purposes.
These funds are not included in the district-wide financial statement because they cannot be used to
finance the School System operations. The School System has one fiduciary fund - Agency Funds
(Local School, Club and Class Funds).

The following presents a summary of the General Fund, Capital Projects Fund and Other
Governmental Funds by type of revenue for the fiscal year ended June 30, 2007 as compared to June
30, 2006.

Table 6 - Revenues (in millions of dollars)

Governmental Funds

Increase Percentage
2007 2006 (Decrease) Change

Local taxes $ 41569 $ 36949 $ 46.20 12.5%
Sales taxes 121.57 115.95 5.62 4.8%
State revenues 151.92 141.64 10.28 7.3%
Federal revenues 71.66 66.54 5.12 7.7%
Investment earnings 13.32 7.32 6.00 81.9%
Facilities rental 0.91 0.95 (0.04) -3.7%
Tuition charges 0.27 0.24 0.03 12.6%
Charges for services 2.07 0.90 1.17 129.2%
Other 13.94 15.07 (1.12) -1.5%
Total Revenues $ 79136 $ 718.10 $ 73.25 10.2%
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The following table presents a summary of the General Fund, Capital Projects Fund and Other
Governmental Funds by type of expenditure for the fiscal year ended June 30, 2007 as compared to
June 30, 2006.

Table 7 - Expenditures (in millions of dollars)

Governmental Funds

Increase Percentage
2007 2006 (Decrease) Change

Instruction $ 40502 $ 35800 $ 47.01 13.1%
Pupil Services 23.65 28.29 (4.64) -16.4%
Improvement of Instruction 31.50 31.81 (0.31) -1.0%
Educational Media 9.12 11.12 (2.00) -18.0%
General administrative 15.83 15.07 0.76 5.1%
School administrative 28.21 35.58 (7.37) -20.7%
Business services 15.63 12.96 2.67 20.6%
Maintenance and operations 60.20 59.94 0.26 0.4%
Student Transportation 17.34 19.33 (1.99) -10.3%
Central Support 28.68 26.57 2.11 7.9%
Community Services 0.01 0.00 0.01 0.0%
Other 2.39 0.85 1.54 180.8%
Capital outlays 56.74 78.37 (21.63) -27.6%
Debt services 3.84 3.10 0.73 23.6%
Total Expenditures $ 698.16 $ 681.00 $ 17.16 2.5%

Fluctuations in these accounts are consistent with those discussed in the Changes in Net Assets at the
District- wide level.

Analysis of Major Funds

The School System has four major funds: the General Fund, the Capital Projects Fund, the Debt
Service Fund, and the Title I Fund. The General Fund is the general operating fund of the School
System and is used to account for all financial resources except those funds accounted for in another
fund. The Capital Projects fund is used for the acquisition or construction of major capital facilities
and to account for the bond proceeds restricted to renovation and school construction. The Debt
Service Fund accounts for the resources accumulated and payments made for principal and interest
on long-term general obligation debt of governmental funds. The Title I fund is a federal grant used
to supplement the general operating fund by ensuring students gain knowledge and skills, as well as
upgrade the entire educational program for systemic reform.

General Fund
As of June 30, 2007, total fund balance in the General Funds was $108.45 million, reserved $17.95

million, designated $6.5 million and $90.5 million in unreserved undesignated. As a result of
operations in fiscal year 2007, the fund balance increased by $19.79 million. For Budget to Actual
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comparison purposes, the operating transfers to Charter Schools of $20.02 million were budgeted in
the Instruction function.

Capital Projects Fund

As of June 30, 2007, total fund balance in the Capital Projects Fund was $134.68 million, reserved
$100.49 million for Special Purpose Local Option Sales Tax (SPLOST) and undesignated unreserved
$34.18 million for Capital Projects. The fund balance increased by $73.08 million due primarily to
SPLOST collections exceeding capital expenditures.

Debt Service Fund

As of June 30, 2007, total fund balance in the Debt Service Fund was $3.84 million.
Title I Fund

As of June 30, 2007, the Title I Funding sources had a zero fund balance. Revenues equaled
expenditures.

Other Governmental Funds

As of June 30, 2007, total fund balance in Other Governmental Funds was $14.60 million. This
balance included reserved of $2.65 million for capital projects, $9.40 million designated for Special
Revenue Fund and undesignated unreserved for special revenue $2.55 million.

Current Issues

Currently known facts, decisions or conditions that are expected to have a significant effect on the
financial position or results of operations are as follow:

Overall, the School System’s financial position for the next year is expected to remain stable.

The School System is currently working to fund the Food Services — Nutrition Fund deficit and
hopes to eliminate the deficit during the 2008 fiscal year.

On March 20, 2007, the voters of City of Atlanta extended the Special Option Local Sales Tax for
educational purposes for five additional years. Specific capital expenditures plans are formalized in
conjunction with anticipated SPLOST receipts. The School System regularly monitors anticipated
capital outlay needs.

Despite the challenges, the School System is strong financially and remains optimistic about the
ability of the School System to maximize all of the financial resources to provide quality education
for our students.

General Fund Budgetary Highlights
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The School System’s budget is prepared by the Finance Division and is a collaborative effort
between the school district and the Atlanta community. The basis for preparation utilizes a zero-
based approach because it has systematically provided a more accurate account of anticipated
spending levels for the year.

Details of the original budget and the amended budget are presented on page 23 in the Financial
Section of this report.

Requests for Information

This financial report is designed to provide a general overview of the School System’s finances for
all those with an interest in the School System’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the School System’s Chief Financial Officer, 130 Trinity Street SW, Atlanta Georgia
30303.
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