

















Martin County District School Boatd as of June 30, 2007, and the respective changes in financial position, thereof
and the respective budgetary comparison for the General Fund for the fiscal year then ended in conformity with

accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the Martin
County District School Board's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, administrative rules, regulations, contracts, and grant agreements and other matters
included under the heading INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS. 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.

The Management’s Discussion and Analysis (pages 3 through 15) is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.

However, we did not audit the information and express no opinion thereon.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Martin County District School Board’s basic financial statements. The introductory section, the
combining and individual fund financial statements and budgetary schedules, and the statistical tables listed in the
accompanying table of contents are presented for purposes of additional analysis and are not a required part of
the basic financial statements. Additionally, the accompanying Schedule of Expenditures of Federal Awards is
presented for purposes of additional analysis as required by the United States Office of Management and Budget’s
Circular A-133, Aundits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. The combining and individual fund financial statements and budgetary schedules (pages 66
through 96) and the Schedule of Expenditures of Federal Awards (page 143) have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole. The introductory section (pages i
through xi) and the statistical section (pages 100 through 135) have not been subjected to the auditing procedutes

applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

(L0 ) A

David W. Martin, CPA
December 14, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the District School Board of Martin County has prepared the
following discussion and analysis of financial activities for the fiscal year ended June 30,
2007. The intent of this discussion and analysis is to (a) assist the reader in focusing on
significant financial issues, (b) provide an overview and analysis of the District’s
financial activities, (c) identify changes in the District’s financial position, (d) identify
material deviations from the approved budget, and (e) highlight significant issues in
individual funds.

Because the information contained in the Management’s Discussion and Analysis
(MD&A) is intended to highlight significant transactions, events, and conditions, it
should be considered in conjunction with the District’s financial statements and notes to
financial statements found on pages 19 through 62.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2006-07 fiscal year are as follows:

Government-wide Statements
e The District’s assets exceed its liabilities at June 30, 2007, by $316.9 million (net
assets).

e  The District’s total net assets increased by $31.9 million, which represents an 11.2
percent increase from the 2005-06 fiscal year.

e  General revenues total $191.1 million, or 88.4 percent of all revenues. Program
specific revenues in the form of charges for services, operating grant and
contributions, and capital grants and contributions total $25.2 million, or 11.6
percent of all revenues.

e  Expenses total $184.4 million; only $25.2 million of these expenses are offset by
program specific charges, with the remainder paid from general revenues. Total
revenues exceed total expenses by $31.9 million.

Fund Statements
e At June 30, 2007, the District’s governmental funds report combined ending fund
balances of $104.7 million, an increase of $18.1 million from the prior year.

e At June 30, 2007, unreserved fund balance of the General Fund, representing the
net current financial resources available for general appropriations by the Board,
totals $8.1 million or 5.8 percent of total General Fund revenues.

e  Governmental fund revenues increased $28.3 million or 15.1 percent over the prior
year.

e The District’s total liabilities decreased by $0.5 million, or 4.9 percent, over the
prior year.



OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is 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
3. Notes to the financial statements

This report also contains other required 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 those of a private-sector
business and consist of the following two statements:

e The statement of net assets presents information on most of the District’s assets
and liabilities, with the difference between the two 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 strengthening or weakening.

e The statement of activities presents information showing how the government’s
net assets changed during fiscal year 2007. 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., earned but unused vacation leave).

The statement of activities presents functions of the District that are principally supported
by taxes and intergovernmental revenues (governmental activities). The governmental
activities of the District include educational programs (basic, vocational, adult and
exceptional education), and school support functions such as transportation, facilities, and
administration.

The government-wide financial statements include not only the District itself (known as
the primary government), but also the following legally separate component units: the
Martin County Education Foundation, Inc., and Hope Center for Autism, Inc., a charter
school. Although legally separate organizations, the component units are included in this
report because they meet the criteria for inclusion provided by generally accepted
accounting principles. Financial information for these component units is reported
separately from the financial information presented for the primary government.

The government-wide financial statements can be found on pages 19-21 of this report.



Fund Financial Statements

Fund financial statements are one of the components of the basic 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 uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements
and prudent fiscal management. Certain funds are established by law and others are
created by legal agreements, such as bond covenants. Fund financial statements provide
detailed information about the District’s financial activities, focusing on its most
significant or “major” funds rather than fund types. This is in contrast to the entity-wide
perspective contained in the government-wide statements.  All of the District’s funds
may be classified within one of two broad categories: governmental funds or 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, the
governmental funds utilize a spendable financial resources measurement focus rather than
the economic resources measurement focus found in the government-wide financial
statements. The financial resources measurement focus allows the governmental fund
statements to provide information on near-term inflows and outflows of spendable
resources, as well as balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating the District’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 the
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 governmental funds balance sheet and statement of revenues, expenditures, and
changes in fund balances provide detailed information about the District’s most
significant funds. The District’s major funds are the General Fund, Debt Service — Other
Fund, Capital Projects — Local Capital Improvement Tax Fund, and Capital Projects —
Other Fund. Data from the other seven 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 in the supplementary information
section of this report.

The District adopts an annual budget for its General, Special Revenue, Debt Service and
Capital Projects Funds. A budgetary comparison statement has been provided for these
funds to demonstrate budgetary compliance.





