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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Keller independent School District
Keller, Texas

We have audited the accompanying financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of
Keller Independent School District as of and for the year ended August 31, 2006,
which collectively comprise the District's basic financial statements as listed in
the table of contents. These financial statements are the responsibility of Keller
Independent School District’s management. Our responsibility is fo express an
opinion 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 tfo
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,
each major fund, and the aggregate remaining fund information of Keller
Independent School District as of August 31, 2006 and the respective changes in
financial position and cash flows, where applicable, thereof for the year then
ended in conformity with accounting principles generally accepted in the United
States of America.

The management's discussion and analysis on pages 4 through 12 and budgetary
comparison schedule on page 46 are not a required part of the basic financial
statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain
fimited 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 opinicn on it




Board of Trustees
Keller Independent School District
Page Two

In accordance with Government Auditing Standards, we have also issued our
report dated December 20, 2006, on our consideration of Keller 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 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.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the Keller Independent School District’s basic
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 of States, Local Governments,
and Non-Profit Organizations and in addition to the combining nonmajor fund
financial statements, and the required TEA schedules listed in the table of
contents, are not a required part of the basic financial statements. Such
information, excluding the Fund Balance and Cash Flow Worksheet — General
Fund (Exhibit I-2) marked unaudited on which we express no opinion, has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects in relation to
the basic financial statements taken as a whole.

WEAVER AND TIDWELL, L.L.P.

Fort Worth, Texas
December 20, 2006
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EXHIBIT A-1

KELLER INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET ASSETS
AUGUST 31, 2006

Primary Government

Data
Control Governmental
Codes Activities
ASSETS
1110 Cash and Cash Equivalents § 116,854426
1220 Property Taxes Receivable (Delinguent) 2,482,717 " o
1230 Allowance for Uncollectible Taxes {620,679) OEC 78 JHE
1240 Due from Other Governments $,707,309
1250 Accrued Interest 700
1290 Other Receivables, net 346,157
1306 Inventories 418,963
1410 Deferred Expenses 19,288
1420 Capitalized Bond & Other Debt Issuance Costs 4,452,052
1430 Premium on Issuance of Debt (16,655,730}
Capital Assets:
1580 Land 18,920,981
1520 Buildings, Net 348,207,509
1336 Furniture and Equipment, Net 2,946,045
1580 Construction in Progress 72,538,551
1000 Total Assets 539,618,289
LIABILITIES
216 Accounts Payable 15,168,361
2140 [nterest Payable 2,866,519
2150 Payroll Deductions & Withholdings 784,817
2160 Accrued Wages Payable 4,236,079
2180 Due to Other Governments 9,889
2300  Uneamed Revenues 132,026
Noncurrent [Liabilities
2501 Due Within One Year 11,064,894
2502 Due in More Than One Year 517,998,804
2000 Total Liabilities 552,261,389
NET ASSETS
3200 Invested in Capital Assets, Net of Related Debt (8,902.401)
3846 Restricted for Food Service 637,008
3850 Restricted for Debt Service 2,066,560

3900 Unrestricted Net Assets

000 Total Net Assets

The notes 1o the financial statements are an integral part of this statement,

13,535,733
b 7.356.900




KELLER INDEPENDENT SCHOOL DISTRICT
'STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2006

EXHIBIT B-1

Net { Expense)
Revenue and
Changes in Net

Data ngz‘amﬁavenues %bgcts -
Control i 3 4 6
Codes Operating _ Prmary Gov.
Charges for CGrants and Governmental
5 Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
il Instruction 3 98,587,392 6,272,892 % 9,505,232 §  (82,809,268)
12 Instructional Resources and Media Services 3,393,800 - 141,728 {3,252,162)
3 Curriculum and Instructional Staff Development 1,597,141 228,808 455,252 (913,081
21 Instructional Leadership 2,010,123 - 177,758 (1,832,36%)
23 School Leadership 9,143,670 - 529,442 (8,614,228}
31 Guidance, Counseling and Evaluation Services 5,624,412 - 649,963 (4,974 44%)
32 Social Work Services 150,658 - 6,234 (144,424)
33 Health Services 1,141,184 - 71,339 (1,069,845}
34 Student (Pupil) Transportation 3.896,874 - - {3,896,874)
35 Food Services 8,808,647 5,642,148 2,018,960 (£,147,539)
36 Cocurricular/Extracurricular Activities 5,396,992 667 486 33,828 (4,695,67%)
41 General Administration 4,275,140 - 143,280 (4,131,860)
51 Plant Maintenance and Operations 19,844,845 - 427,297 (19,417,598)
52 Security and Monitoring Services 328 584 - - (328,584)
53 Data Processing Services 1,963,295 - 64,800 {1,898,493)
61 Community Services 612,326 - 22,153 (590,373)
72 Debt Service - Interest on Long Term Debt 28,218,780 - - (28,218,780
73 Debt Service - Bond Issuance Cost and Fees 202,214 - - {202,214
81 Facilities Acquisition and Construction 3,897,189 - 512 (3.896,677)
97 Payments to Tax Increment Fund 1,116,700 . - (1,116,700}
{TP] TOTAL PRIMARY GOVERNMENT: % 200,210,306 5 12,811,334 § 14247778 {173,151,194)
Data S T
Control
Cedes General Revenues:
Taxes:
MT Property Taxes, Levied for General Purposes 106,402,811
DT Property Taxes, Levied for Debt Service 21,151,865
SF State Aid - Formula Granis 28,187,660
GC Grants and Confributions not Restricted 5,096,212
IE Investment Earnings 7,951,970
Ml Miscellaneous Local and Intermediate Revenue 1,304,089
51 Special ftem - Gain on Sale of Capital Assets 5,699,992
TR Total General Revenues and Special tems 175,793,699
ON Change in Net Assets 2,642,863
4,714,085

NEB Net Assets--Beginning

NE Net Asscts—Ending

The notes 1o the financial statements are an integral part of this statement.

L3 7,356,500




Data _
C 1 %’@g {“‘ 2 g{; f:ﬂe%g: 10 30 60
one Mg“f ‘?kj@“ General Debt Service Capital
Codes :
Fund Fund Projects
ASSETS e
116 Cash and CashEquivalents 7 - $ 41442954 5 1,703,577 § 63.106,319
1226 Property Taxes - Delinquent 2,049,430 433,287 -
1230 Allowance for Uncollectible Taxes {(Credit) (512,337} (108,322) -
240 Due from Other Governments 8,559,520 372,495 9.087
1250 Accrued Interest 700 - -
1260 Due from Other Funds 707,998 2,530,139 .
1290 Other Receivables 185,122 - 43,889
1300 Inventories 141,901 - -
141¢  Deferred Expenditures 15,179 4,109 -
1000 Total Assets $ 52,590447 $ 49357285 __ $ 63,165,195
LIABILITIES AND FUND BALANCES
Liabilities:
2110 Accounts Payable $ 2049412 § - % 9301427
2150 Payroll Deductions and Withholdings Payable 784,817 - -
2160 Accrued Wages Payable 4,136,568 - -
2170 Due to Other Funds 1,824,204 2,206 2412851
2180 Due to Other Governments - - -
2360 Deferred Revenues 1,615,098 324,965 54,000
2000 Total Liabilities $ ___10_,410,099 h) 327,171 $ 11,768,278
fund Balances:
Reserved For:
M1t Investments in Inventory b 141901 5 - 3 -
3420 Retirement of Long Term Debt - 4,608,114 -
3459 Food Service - - -
3470 Capital Acquisition Program - - 51,396,917
Unreserved Designated For:
35490 Orher Purposes 13,374,603 - -
Unreserved and Undesignated:
360G Reported in the General Fund 28.663.844 - -
36t Reported in Special Revenue Funds - - -
30 Total Fund Balances § 421 80‘348 $ 4,608,114 £ 51,3946917
4300 Total Liabilities and Fund Balances S 5259644”}’ 3 45}35‘23”5 ) S ___{}3,;65‘295

KELLER INDEPENDENT SCHOOL DISTRICT
BALANCE SHEET

. GOVERNMENTAL FUNDS

AUGUST 31, 2006

The nites o the financtal staternents are an mtegral part of this statement,




Other
Funds

§ 3,743,437

765,307

112,146
277,062

§  4,897952

3 1,481,937
89,511

705,792
9,889

$ 0 2,297,129

b 271,062

657,008

1.666,753
§ 2,600,823

§ 4897932

Total
Govermmental
Funds

$ 109.996,287
2,482,717
(620,679)
9,707,309

700

3,238,137
346,157
418,963

19,288

§ 125.588.879

$ 12,832,776
784,817
4,236,079
4,945,053
9,889
1,994,063

$ 24,802,677

o

418,963
4,608,114
657,008
51,396,817

13,374,603
28,663,844

.. 1,666,753
$ 100,786,202

$ 125,588,879

3

£

oy

g, 4

EXHIBIT C-1




KELLER INDEPENDENT SCHOOL DISTRICT
RECONCILIATION COF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
AUGUST 31, 2606

Total Fund Balances - Governmental Funds $

1 The District uses internal service funds to charge the costs of certain activities, such as
self-insurance, to appropriate functions in other funds. The assets and liabilities of the
internal service funds are included in governmental activities in the statement of net
assets. The net effect of this consolidation is to increase net assets.

2 Capital assets used in governmental activities are not financial resources and therefore
are not reported in governmental funds,

3 Accumulated depreciation has not been recorded in the fund financial statements.
4 Bonds payable have not been included in the fund financial statements.

$ Accreted interest on capital appreciation bonds is not capitalized in the fund financial
statements .

6 Bond issue costs are not capitalized in the fund financial statements.
7 Premiums on the issuance of bonds are not capitalized in the fund financial statements

8 Revenue from property taxes is reported as deferred revenue in the fund financial
statements but is recognized as revenue in the government-wide financial statements,

9 Accrued Habilities for compensated absences have not been reflected in the fund
financial statements.

10 Interest is accrued on outstanding debt in the government-wide financial statements
whereas in the fund financial statements interest expenditures are reported when due.

11 Deferred loss on bond refunding has not been reflected in the fund financial
statements.

19 Net Assets of Governmental Activities

The notes o the Hnancial statements are an integral part of this statemens

EXHIBIT C-2

100,786,202
6,229,470
521,031,415

(78,418,329)
(484,579,357)

(53,788,710)

4,452,052
(16,655,730)

1,862,037

(358,680)

(2,866,519)
0,663,049

7,356,900




KELLER INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2006
Data 19 50 60
Lontrol General Debt Service Capital
Codes Fund Fund Projects
REVENUES:
3700  Total Local and Intermediate Sources S 111,878,807 § 21,710,060 b3 4.026,693
5800  State Program Revenues 34,166,309 5,201,057 -
5900 Federal Program Revenues 1,677 - B
5020 Total Revenues !46,(}46.?‘.)3. 26,91% ..1 i;.;' . 4,026,693
EXPENDITURES. . e e e
Current:
OGt1 Instruction £3,146.417 . .
0612 Instructional Rescustes and Media Services 2,620,038 - -
0013 Curriculum and Instructional Staff Development 119,021 - 16,281
(3021 Instructional Leadership 1886722 - -
G623 School Leadership 8,772,938 - -
0031 CGuidance, Counseling and Evaluation Services 5,094,683 - -
0032 Sccial Work Services 149,675 - -

(032 Health Services

0034 Student (Pupil) Fransportation

0035 Food Services

0036  Cocurnicular/Extracurricular Activities

1 087,437

3,866,442

4,102,239

41 Geseral Administration 4,066,328 - 27,457
(}{)fi Faci]i?ies Mainienfinc? and Opcmtxos;s ﬁg{«» ;‘} g,;e ?}g&f 19,882,515 - .
(032 Security and Monitering Scrvices = RAEAL L 325,8G5 - -
(033 Data Processing Services 1,707,663 -
0061  Community Services 416,540 - .
Debt Service:
0071 Pebt Service - Principal on Long Term Debt : i [ 4,913,547 -
0072 Debt Service - Interest on Long Term Debt PR B SR e - 23,268,220 -
0073 Debt Serviee - Bond Issuance Cost and Fees - 2,462,538 -
Capital Outlay:
0% Facilities Acquisition and Consiruction 834,385 68,825,123
Intergovernmental:
9097 Payments to Fax Increment Fund 1,116,700 - -
6030 Total Expenditures 140268250 30,645,355 68,868,361
1100  Excess (Deficierey) of Revenues Over (Undery 5778543 (3,-;34’23.3.). h (64842 [68)
Exp@ﬁdiiures .........
OTHER FINANCING SOURCES {USES):
T01 Refunding Bonds Issued - 84,844,673 -
7912 Sale of Reat and Personal Property - - 5,838452
7915 Fransfers [n - 2412851 B
016 Premium or Discount on Issgance of Bonds 2,966 013 -
7917 Prepaid Interest - 357,441 -
7948 (Other Resources 2008

8611 Transfers Cut (LUged
%949 Other {1lises)

(2412850

TG Total Other Financing Sources (Uses) 3 ?34;23%3 4,425 601

P20 Net Change in Fund Balances 3,780,582 - (60,416,567

8100 Fund Balance - September 1 (Beginning) 36,399,796 4508114 111,813,484
42,180,348 51,396,517

3008 Fund Balance - August 31 {Ending) $

The notes 1o the Hnanclal siarements are an integeal part of this statement,

4,508,114




Total
Other Governmental
Funds Funds

3 11,476,488 % 149092048
2,627,604 41,994 970
5,534,403 5,336,080
19638495 196,623,058
8.018,156 91,164,573
316,710 2,936,748
368,058 1,575,360
97.023 1,983,745
51,974 8,824,912
371,419 5,466,104
983 150,658

14,887 1,102,324

- 3.866,442
7.852.329 7,852,329
1,041,958 5,144,197
16,298 4,110,383
103,295 19,983,810

- 325,805

8,033 1,715,718
12,471 425,01

- 4,913,597

- 23,269,220

- 2,462,538

512 69,660.220
LL116,700

18,274,128 258056,594
.364.367 (61.,433,496)

- 39,844,973

- 6,835,452

- 2,412,851

- 2966015

357 441

2.009
- {2412.851
- (91.847.0423

- 8,161 848
. .E.3€;4.36? {33,271 0648}
1,236,456 1544357 830

$ 2606823 §

{1, 786.202

EXHIBIT C-3




KELLER 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, 2006
Total Net Change in Fund Balances - Governmental Funds $

The District uses internal service funds to charge the costs of certain activities, such as
self-insurance, to appropriate functions in other funds. The net effect of this
consolidation is to decrease net assets,

Current year capital outlays are expenditures in the fund financial statements, but they
should be shown as increases in capital assets in the government-wide financial
statements. The net effect of removing the 2006 capital outlays is to increase net assets.

Depreciation is not recognized as an expense in governmental funds since it does not
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Current year long-term debt principal payments on bonds payable and payments of
accreted interest on capital appreciation bonds are expenditures in the fund financial
statements, but are shown as reductions in long-term debt in the government-wide
financial statements.

The current year issuance of bonds are shown as an other resource in the fund financial
statements but are shown as an increase in long-term debt in the government-wide
financial statements.

Current year payments to bond refunding escrow agent are shown as other uses in the
fund financial statements but are shown as reductions in long-term debt and as a
deferred loss on bond refunding in the government-wide financial statements.

Current year accretion on capital appreciation bonds is not recorded in the fund
financial statements, but is shown as an increase in the accreted interest on the
government-wide financial statements.

Current vear bond issue costs are expenditures in the fund financial statements, but are
capitalized net of amortization in the government-wide financial statements.

Cuarrent year amortization of bond issue costs is not reflected in the fund financial
statements, but is shown as a reduction to the bond issue costs asset in the government-
wide financial statements.

The premium on the current year bond issuance is recorded as an other resource in
fund financial statements, but Is capitalized net of amortization in the government-wig
financial statements.

The notes to the finuncial staterenis are an miegral part of this statement,

{53,271,648)

(1,397,899)

66,186,144

(8,843,173)

7,885,175

(89,844,973)

01,847,042

(6,731,200}

2,460,587

(200,263)




EXHIBIT C-4
KELLER INDEPENDENT SCHOOL DISTRICT

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, 2006

The current year amortization of the premium on bonds payable is not recorded in the 719.004
fund financial statements, but is shown as a reduction of the premium in the
government-wide financial staternents.

Revenues from property taxes are deferred in the fund financial statements until they 220,127
are considered available to finance current expenditures, but such revenues are

recognized when assessed net of an allowance for uncollectible accounts in the

government-wide statements.

Accrued liabilities for compensated absences have not been reflected in the fund (15,260)
financial statements.

Interest is accrued on outstanding debt in the government-wide financial statements, (1,849,732)
whereas in the fund financial statements interest expenditures are reported when due.

Current year amortization of the deferred loss on the issuance of refunding bonds is not (416.651)
reflected in the fund financial statements, but is shown as a reduction of the loss in the ’
government-wide financial statements.

Proceeds received from the sale of capital assets is recorded as an other resource in the (6,838,452)
fund financial statements but is shown as a component of the gain on sale of capital
assets in the government-wide financial statements.

The gain on sale of capital assets has not been recorded in the fund financial statements. 5.699.992

Change in Net Assets of Governmental Activities S - 2,642 805

‘The notes o the financial statements are an imtegral part of this siatement,




EXHIBIT D-1
KELLER INDEPENDENT SCHOOL DISTRICT

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
AUGUST 31, 2006
Governmental
Activities -
Total
Internal
Service Funds
ASSETS
Current Assets:
Cash and Cash Equivalents $ 6,858,139
Due from Other Funds 1,706,916
Total Assets 8,565,055
LIABILITIES
Current Liabilities:
Accounts Pavable 2,335,385
Total Liabilities 2,335,585
NET ASSETS
Unrestricted Net Assets 6,229470
Total Net Assets $ 6.229470

The notes 1o the financial statements are an mtegral part of this statement.




EXHIBIT B-2
KELLER INDEPENDENT SCHOOGL DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2006

Governmental
Activities -
Total
Internal
Service Funds

OPERATING REVENUES:

Focal and Intermediate Sources $ 9,756,308
Total Operating Revenues | 9,756,308 |
OPERATING EXPENSES: -
Payroll Costs 8,921
Professional and Contracted Services 108,835
Supplies and Materials 9,291,231
Other Operating Costs 2,053,105
Total Operating Expenses “ 11,462(}92
Operating Income (Loss) {1,705,784)
NONOPERATING REVENUES (EXPENSES):
Earnings from Temporary Deposits & Investments 307,885
Total Nonoperating Revenue (Expenses) 307885 “
Change in Net Assets (1,397,899)
Total Net Assets - Septernber 1 (Beginning) 7,627,369

Total Net Assets - August 31 (Ending) $ 6,229470

UEC 2§ 200

The notes 1o the Hinancial statemenis are an integral pant of this stntement,




KELLER INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2006

Cash Flows from Operating Activities:
Cash Received from Assessments - Other Funds
Cash Payments to Employees for Services
Cash Payments for Insurance Claims
Cash Payments for Other Operating Expenses
Net Cash Provided by Operating
Activities
Cash Flows from Investing Activities:
Interest and Dividends on Investments

Net Increase in Cash and Cash Fquivalents
Cash and Cash Eqguivalents at Beginning of the Year:

Cash and Cash Equivalenis at the End of the Year:

Reconciliation of Operating Income (Loss) to Net Cash
Provided by Operating Activities;

Operating Income (Loss):

Effect of Increases and Decreases in Current
Assets and Liabilities:
Decrease in Due from Other Funds
Increase in Accounts Payable
Decrease m Due o Other Funds
Net Cash Provided by Operating
Activities

The notes to the financial statements are an tegral part of this statement,

EXHIBIT D-3

Governmental
Activities -
Total
Internal

Service Funds

$ 14,264,083
{8,921)
8,478,003}
(3,473,967}

2,303,154
307,885

2,611,079
4,247,660

3 6,858,139

§ (1,705,784

4,507,777
813228
(1,312,027

§ 2,303,194




EXHIBIT E-1
KELLER INDEPENDENT SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
AUGUST 31, 2006
Agency
Funds
ASSETS
Cash and Cash Equivalents % 247440
Other Receivables 1,161
Total Assets $ 248,601
LIABILITIES
Accounts Payable $ 28.393
Due to Student Groups 220,208
Total Liabilities $ 248,601

The notes to the financial statements are an integral part of this statement,




KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES

The Keller Independent School District (District) is a public educationai-"é‘g'é.ﬁéy_:b_péfa:t:ingif.:':ﬁi.-'

under the applicable laws and regulations of the State of Texas. It is governed by a seven
member Board of Trustees that are elected by registered voters of the District. The District
prepares its basic financial statements in conformity with U.S. Generally Accepted
Accounting Principles (GAAP) promulgated by the Governmental Accounting Standards
Board (GASB) and other authoritative sources identified in Statement of Auditing Standards
No. 69 of the American Institute of Certified Public Accountants. Additionally, the District
complies with the requirements of the appropriate version of the Texas Education Agency
(TEA) Financial Accountability System Resource Guide (FASRG) and the requirements of
contracts and grants of agencies from which it receives funds. The following is a summary
of the more significant accounting policies of the District.

A. Reporting Entity

The Board of Trustees (the “Board”) is elected by the public and it has the authority to
make decisions, appoint administrators and managers, and significantly influence
operations. It also has the primary accountability for fiscal matters. Therefore, the
District is a financial reporting entity as defined by the Governmental Accounting
Standards Board (*GASB”) in its Statement No. 14, “The Financial Reporting Entity” as
amended by GASB 39 "Determining Whether Certain Organizations are Component
Units”. There are no component units included within the reporting entity and the District
is not included in any other governmental reporting entity.

B. Government-Wide and Fund Financial Statements

The Statement of Net Assets and the Statement of Activities are government-wide
financial statements. They report information on all of the Keller Independent School
District non-fiduciary activities with most of the interfund activiies removed.
Governmental aclivities include programs supported primarily by taxes, state foundation
funds, grants and other intergovernmental revenues. Business-type activities include
operations that rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenues include 1) charges to
customers or applicants who purchase, use or directly benefit from goods, services, or
privileges provided by a given function and 2) grants and confributions that are restricted
to meeting operational or capital requirements of a particular function. Taxes and other
items not properly included among program revenues are reported as general revenues.

The fund financial statements provide reports on the financial condition and results of
operations for three fund categories - governmental, proprietary, 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 emphasis of fund financial
statements is on major governmental funds, each displayed in a separate column. Al
remaining governmental funds are aggregated and reported as non-major funds.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES - continued
B. Governmeni-Wide and Fund Financial Statements - continued

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses result from providing services and producing
and delivering goods in connection with a proprietary fund's principal ongoing
operations. All other revenues and expenses are non-operating.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements use the economic resources measurement
focus and the accrual basis of accounting, as do the proprietary fund and fiduciary fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardiess of the timing of the related cash flows. Property
taxes are recognized as revenues 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.

Governmental fund financial statements are reported using the ocurrent financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability
is incurred, as under accrual accounting. However, debt service expenditures, as well
as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Revenues from local sources consist primarily of property taxes. Property tax revenues
and revenues received from the State are recognized under the susceptible-to-accrual
concept. Miscellaneous revenues are recorded as revenue when received in cash
because they are generally not measurable until actually received. Investment earnings
are recorded as earned, since they are both measurable and available.

Grant funds are considered to be earned to the extent of expenditures made under the
provisions of the grant. Accordingly, when such funds are received, they are recorded
as deferred revenues until related and authorized expenditures have been made. If
balances have not been expended by the end of the project period, grantors sometimes
require the District to refund all or part of the unused amounts.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES - continued

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation-
continued

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of
economic resources measurement focus and utilize the accrual basis of accounting.
This basis of accounting recognizes revenues in the accounting period in which they are
earned and become measurable and expenses in the accounting period in which they
are incurred and become measurable. The District applies all GASB pronouncements
as well as the Financial Accounting Standards Board pronouncements issued on or
before November 30, 1989, unless these pronouncements conflict or contradict GASB
pronouncements. With this measurement focus, ail assets and ali liabilities associated
with the operation of these funds are included on the fund Statement of Net Assets. Net
assels are segregated into invested in capilal assets net of related debt, restricted net
assets, and unrestricted net assets.

D. Fund Accounting
The District reports the following major governmental funds:

The General Fund — The general fund is the District's primary operating fund. it
accounts for all financial resources except those required {o be accounted for in
another fund. Major program revenues include local property taxes, state funding
under the Foundation School Program, and interest earnings. Expenditures include all
costs associated with the daily operations of the District except for specific programs
funded by the federal or state government, food service, debt service, and capital
projects.

Debt Service Funds ~ The debt service fund is utilized to account for the accumulation
of resources for, and the payment of, general fong-term debt principal, interest, and
related costs arising from general obligation bonds.

Capital Projects Funds — The capital project fund is utilized to account for financial
resources to be used for the acquisition or construction of major capital facilities.
Such resources are derived from proceeds of General Obligation Bonds and interest
earned on such monies and local sources designated for such purposes.

Additionally, the District reports the following non major fund types:
Governmental Funds:
Special Revenue Funds — The District accounts for resources restricted to, or
designated for, specific purposes by the District or a grantor in a special revenue fund.
Most Federal and some State financial assistance is accounted for in a Special

Revenue Fund and sometimes unused balances must be returned to the grantor at
the close of specified project periods.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES — continued
D. Fund Accounting - continued
Proprietary Funds:

Internal Service Funds —~ Revenues and expenses related to services provided to
organizations inside the District on a cost reimbursement basis are accounted for in an
internal service fund. The District's Internal Service Fund is a Worker's Compensation
and Health Insurance fund.

Fiduciary Funds:

Agency Funds — The District accounts for resources held for others in a custodial
capacity in agency funds. The District's Agency Fund is the Student Activity fund.

E. Cash and Cash Equivalents

The District's cash is comprised of demand accounts and imprest funds. All daily
receipts are deposited to the demand accounts until the funds are invested under the
terms of the District's depository contract. The District considers cash equivalents to be
all highly liquid investments with initial maturities of ninety days or less from the date of
purchase.

F. Temporary Investments

in accordance with GASB Statement No. 31, the District's general policy is to report
money market investments and short-term participating interest-earning investment
contracts at amortized cost and to report nonparticipating interest-earning investment
contracis using a cost-based measure. However, if the fair value of an investment is
significantly affected by the impairment of the credit standing of the issuer or by other
factors, it is reported at fair value. All other investments are reported at fair value unless
a legal contract exists which guarantees a higher value. The term “short-term” refers to
investments which have a remaining term of one year or less at the time of purchase.
The term “nonparticipating” means that the investment’s value does not vary with market
interest rate changes.

G. inventory
Inventories on the balance sheet consist of material and supplies and are recorded at

first-in, first-out (FIFO) cost. The District follows the consumption method of accounting
whereby supplies and materials are recorded as expenditures when utilized.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES - continued

H. Compensated Absences

Any district employee who is professionally certified and has at least five years of
service to the district is paid for all leave days upon termination of employment with the
district. Leave days are earned at a rate of five days per year., The leave days accrue
with no limit. A resigning employee shall receive $30 per day, a retiring employee shall
receive $35 per day at the time of retirement provided he or she qualifies for retirement
benefits from the Teacher Retirement System of Texas.

The accrual for accumulated unpaid sick leave benefits has been recorded in the
government-wide financial statements.

. Account Code Reporting

in accordance with the Texas Education Code, the District has adopted and installed an
accounting system which meets at ieast the minimum requirements prescribed by the
State Board of Education and approved by the State Auditor. Specifically, the District's
accounting system uses codes and the code structure prescribed by the TEA in the
Resource Guide. Mandatory codes are recorded in the order provided in that section.

J. Accounting Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those esfimates.

The amount of state foundation revenue a school district earns for a year can and does
vary until the time when final values for each of the factors in the formula becomes
available. Availability can be as late as midway into the next fiscal year. It is at least
reasonably possible that the foundation revenue estimate as of August 31, 2006 will
change.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES — continued

K. Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of January 1 for
all real and business personal property located in the District in conformity with Subtitle
E, Texas Property Tax Code. Taxes are due on receipt of the tax bill and are delinquent
if not paid before February 1 of the year following the year in which imposed. On
January 31 of each year, a tax lien attaches to property to secure the payment of all
taxes, penalties, and interest ultimately imposed. Property tax revenues are considered
available (1) when they become due or past due and receivable within the current period
and (2) when they are expected to be collected during a 60-day period after the ciose of
the school fiscal year.

Delinquent taxes are prorated between maintenance and debt service based on rates
adopted for the year of the levy. Allowances for uncollectible taxes within the General
and Debt Service Funds are based upon historical experience in collecting property
taxes. The District is prohibited from writing off real property taxes without specific
statutory authority from the Texas Legislature.

L. Capital Assets

Capitai assets, which include fand, buildings and furniture and equipment, are reported
in the applicable governmental or business-type activities columns in the government-
wide financial statements. 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 cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

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.
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NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES ~ continued

L. Capital Assets - continued

Buildings and furniture and equipment of the District are depreciated using the straight
line method over the following estimated useful lives:

Assets Years
Buildings 50
Building improvements 5-25
Vehicles 5-10
Office equipment 3-20
Computer equipment 5

M. Long-Term Debt

In the government-wide financial statements, and proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or proprietary
fund type statement of net assets. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of
the related debt.

In the fund financial statements, governmental fund types recognized bond premiums
and discounts, as well as bond 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.
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KELLER INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2. BONDED DEBT PAYABLE

Bonded debt payable as of August 31, 2006 is as follows:

Description

Refunding and School
Building Bonds

Interest
Rate

Payable

Series 1992 & 1982A 5.625-6.25 $29.245,600

Refunding and Schoot
Building Bonds

Series 1983 & 1993A 3.50-6.25

Unilimited Tax School
Buiiding Bonds
Series 1995

Unlimited Tax Schosl
Builting and
Refunding Bonds
Series 1996A

Unlimited Tax Schoot
Buiiding and
Refunding Bonds
Series 1997A

Unlimited Tax School
Building and
Refunding Bonds
Series 1008

Unlimited Tax School
Building and
Refunding Bonds
Series 1898

Uniimited Tax School
Building and
Refunding Bonds
Saries 2000

Uniimited Tax School
Buiiding and
Refunding Bonds
Series 2001

5.10-6.40

3.60-5.90

3.85-6.00

4.20-5.00

4.00-4.90

4.90-8.00

5.25-5.5

vRl 78 ?{;ﬁ
Amount of Amount Issued Refunded Retired Amount
Original Qutstanding Current Current Current Qutstanging
issue 9/61/05 Year Year Year 8/31/06
$ 740,000 - $ - $ - $ 740,000
31,065,000 505,000 - 170,000 20,000 315,000
5,799,387 222,120 . - - 222,120
58,539,921 28,769,931 - 12,555,000 140,608 16,074,323
29,688,013 23,123,013 - 9,385,000 714,085 13,023,818
90,610,038 75,470,739 - - 1,150,000 74,326,739
30,190,000 258,820,000 - - 305,600 28,515,000
83,961.810 18,358,810 - - - 18,358,810
117 068,480 &1,405.410 - £7.735,00C 1.013.887 22,656,513

33
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NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2. BONDED DEBT PAYABLE — continued

' Amount -

Interest  Amount of Amount Issued Refunded  Retired

Rate Original Quistanding Current Current Current Qutstanding

Description Payabie issue 9/01/68 Year Yeat Year 8/31/06
Unfimited Tax

Refunding Bonds

Series 2002 3.00-4.20 7,184,997 6,839,997 - 1,219,697 5,620,000
Unlimited Tax

Refunding Bonds

Series 2005 4.75-500 98,339,961  97.544,961% 350,000 97,194,861
Uniimited Tax

Buiiding and

Refunding Bonds

Series 2005A 4.00-5.00 117,165,000 116,695,000 - - 116,695,000
Unlimited Tax School

Refunding Bonds

Series 2005A 4.00-5.00 89,844,973 89844973 89,844 973
Total bonded

debi payable $489.492.981 §89844973 §$80.845.000 $4.913.597 $484.679.357

The debt service requirements on the above bonds are as follows:

Due Fiscal Year

Ending August 31 Principal Interest Total
2007 $ 7,540,582 $ 25,022,258 $ 32,562,840
2008 9,680,558 25,262,172 34,942,730
2009 9,724,958 25,850,362 35,575,320
2010 8,949,795 28,405,126 37,354,921
2011 10,352,305 29,012,190 39,364,495
2012-2016 56,092,419 137,431,039 193,523,458
2017-2021 75,218,741 120,549,604 195,768,345
2022-2026 141,800,000 62,474,396 204,274,396
2027-2031 165 220.000 23.021 640 188 241.640

§ 484579357 5477028788 $ 961608145

Bonded debt payable is coliateralized by revenue from the District’s tax collections.

In 2006, the District issued $89.844,973 in Unlimited Tax Refunding Bonds to advance
refund $89,845,000 of outstanding 1993A, 1996A, 1997A and 2001 series bonds. The net
proceeds of $90,350,401 ($89,844,973 par amount of the bonds plus $2,966,015 of
premium paid on the bonds less $963,946 of underwriting fees, insurance, and other
issuance costs) were used o purchase U.S and State and Local Government Series
Securities. Those securities were deposited in an irrevocable trust with an escrow agent to
provide for all future debt service payments on the 1993A, 1996A, 1897A and 2001 series
bonds. As a result, those bonds were considered to be defeased and the liability for those
bonds was removed from long-term debt.
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NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2. BONDED DEBT PAYABLE - continued

The refundings were undertaken to reduce the District’'s total debt service payments over
the next 25 years by approximately $5,237,067 and to obtain an economic gain (difference
between the present value of the debt service payments on the old and new debt) of
approximately $4,152,502.

In prior years, the District issued $80,090,316 in Refunding and School Building Bonds to
defease $80,713,994 in School Building Bonds then outstanding. Of the $80,713,994 of
bonds originally defeased, $16,262,108 remain outstanding at August 31, 2006.

NOTE 3. ACCUMULATED UNPAID SICK LEAVE BENEFITS
Professional ceriified employees who have completed five years of continuous service in

the District and who leave the system shall be paid for each day of unused accumulated
sick leave. A summary of changes in the accumulated sick leave follows:

Balance, September 1, 2005 $ 343,420
New entrants and salary increments 86,818
Payments fo participants ( 71,558}

Balance, August 31, 20086 $  358.680

NOTE 4. CHANGES IN LONG-TERM LIABILITIES

Long-term activity for the year ended August 31, 2006 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Governmental Activities
Bonds and notes payable
General obligation bonds  $489,492,081 389,844,873 §94,758,597 $484 579,357 § 7,540,582

Accreted inferest 50,029,088 8,731,200 2,871,578 53,788,710 3,869,405
Deferred loss on bond

refunding { 80778658 ( 2002042y { 4186517 ( 9663.049) { 416,651
Compensated absences 343420 86.818 71,658 358,680 71.558

Total Govemmental activities

long-term liabilities S531.787.831 $94.060949 $97.385082 5620063608 $11.064.804
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NOTE 5. CAPITAL ASSET ACTIVITY

Capital asset activity for the district for the year ended August 31, 2006 was as f'.ciifé\&'si R

Primary government:
Balance Additions Balance
9/01/05 (Transfers} Delstions 8/31/06

Capital assets, not being

depreciated
Land $ 19,880,953 § 78,488 § 1,138,460 § 18,820,981
Construction in progress 7,437,792 85,100,758 - 72.538 551
Total capital assets, not

being depreciated 27,418,745 65,179,247 1.138.460 91,459 532
Capital assets, being

depreciated
Buildings and improvements 422,364,174 643,075 - 423,007,249
Furniture and equipment 6,200,812 363,822 - 8.564 634
Total capital assets, being

depreciated 428,564,986 1,006,897 - 429 571,883
Less accumuiated

depreciation on:
Buildings and improvements 66,429,365 8,370,375 - 74,799,740
Furniture and equipment 3,145,791 472,798 - 3.618.589
Total capital assets, being
depreciated, net 358,889.83¢ {_7.836,276) - 351,153,554
Governmental activities

capital assets, net $3806.408,575 $.57.342.971 $1.138.860 §442.613.086
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NOTE 5. CAPITAL ASSET ACTIVITY — continued

Depreciation expense of the governmental activities was charged to functions/programs as -~
follows:

Instruction $ 6,328,196
Instructional resources & media services 423,026
Curriculum and staff development 4,723
Instructional leadership 9,320
School leadership 218,576
Guidance, counseling and evaluation services 90,077
Health services 38,860
Student (pupil) transportation 30,432
Food services 871,029
Cocurricular/extracurricular activities 235,737
General administration 137,180
Plant maintenance and operations 160,578
Security and monitoring services 4,514
Data processing services 15,546
Community services 187,079
Facilities acquisition and construction 88,300
Total Depreciation Expense $8.843,173

NOTE 6. DEPOSITS AND INVESTMENTS

The District's funds are required to be deposited and invested under the terms of a depository
contract. The depository bank deposits for safekeeping and trust with its agent bank,
approved pledged securities in an amount sufficient to protect District funds on a day-to-day
basis during the period of the contract. The pledge of approved securities is waived only to
the extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation
("FDIC") insurance.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific
provisions in the areas of investment practices, management reports and establishment of
appropriate policies. Among other things, it requires the District to adopt, implement, and
publicize an investment policy. That policy must address the following areas: (1) safety of
principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4) acceptable
risk levels, (5) expected rates of return, (6) maximum aliowable stated maturity of portfolio
investments, (7) maximum average doflar-weighted maturity, allowed based on the stated
maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid
solicitation preferences for certificates of deposit. Statutes and the District's investment
policy authorized the District to invest in the following investments as summarized in the
table on the following page:
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NOTE 6. DEPOSITS AND INVESTMENTS - continued
Maximum Maximum
Authorized Maximum Percentage investment
investment Type Maturity of Portfolio in One lssuer
U.S. Treasury obligations 10 years none none
U.8. Agency obligations 10 years none none
State of Texas securities 10 years none none
Collateralized morigage obligations 10 years none none
Certificates of deposit none none none
Repurchase agreements 90 days none none
Securities lending program 1 year none none
Banker's acceptance 270 days none none
Commercial paper 270 days none none
No-load mutual funds 2 years 15% none
Guaranteed investment coniracts 5 years none none
Public funds investment pool n/a none none

The Act also requires the District to have independent auditors perform test procedures
related to investment practices as provided by the Act. The district is in substantial
compliance with the requirements of the Act and with local policies.

Cash and investments as of August, 31 2006 are classified in the accompanying financial
statements as follows:

Primary government $116,854,426
Fiduciary funds 247,440
$117.101.866
Cash and investments as of August 31, 2006 consist of the following:
Deposits with financial institutions {($ 805,661)
Investments 117,907,527
$117,101.866

Disclosures relating to interest rate risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment the greater the
sensitivity of its fair value fo changes in market interest rates. One of the ways that the
District manages its exposure to interest rate risk is by investing mainly in investment pools
which purchase a combination of shorter term investments with an average maturity of less
than 60 days thus reducing the interest rate risk. The District monitors the interest rate risk
inherent in ils portfolio by measuring the weighted average maturity of is portfolic. The
Uistrict has no specific limitations with respect o this melric.
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NOTE 6. DEPOSITS AND INVESTMENTS - continued

As of August 31, 20086, the District had the following investments:

Weighted

Average
Investment Type Amount Maturity
TexPool $5,348,085 25 days
TexStar 112,543,639 14 days
LOGIC 15,803 45 days

$117.907,527

As of August 31, 2006 the District did not invest in any securities which are highly sensitive
to interest rate fluctuations.

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. This is measured by the assignment of a rating by a nationaily
recognized statistical rating organization. Presented below is the minimum rating required
by {(where applicable) the Public Funds Investment Act, the District’s investment policy, or
debt agreements, and the actual rating as of year end for each investment type.

Minimum Rating as
Legal of August
Investment Type Amount Rating 31, 2006
Texpool $5,348,085 AAA AAAM
TexStar 112,543,639 AAA AAAM
LOGIC 15,803 AAA AAA

Concentration of Credit Risk
The investment policy of the Disfrict confains no limitations on the amount that can be

invested in any one issuer. As of August 31, 2006, other than external investment pools,
the District did not have 5% or more of its investment with one issuer.
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NOTE 6. DEPOSITS AND INVESTMENTS -~ continued
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able
to recover collateral securities that are in the possession of an outside party. The custodial
credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of its investment or collateral
securities that are in the possession of another party. The Public Funds Investment Act and
the District’s investment policy do not contain legal or policy requirements that would limit
the exposure to custodial credit risk for deposits or investments, other than the foliowing
provision for deposits: The Public Funds Investment Act requires that a financial institution
secure deposits made by state or local governmental units by pledging securities in an
undivided collateral pool held by a depository regulated under state law (unless so waived
by the governmental unit). The market value of the pledged securities in the collateral pool
must equal at least the bank balance less the FDIC insurance at all times.

As of August 31, 2006 the District deposits with financial institutions in excess of federal
depository insurance limits were fully collateralized.

In addition, the following is disclosed regarding coverage of combined balances on the date of
the highest deposit:

A. Depository: Bank of America

B. Security pledged as of the date of the highest combined balance on deposit was
$536,732.

C. Largest cash, savings and time deposit combined account balance amounted to
$554,323 and occurred during the month of April 2006.

D. Total amount of FDIC coverage at the time of largest combined balance was
$100,000.
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NOTE 6, DEPOSITS AND INVESTMENTS - continued
Investment in State Investment Pools

The District is a voluntary participant in various investment pools. These pools included the
following: TexPool and LLone Star.

The State Comptroller of Public Accounts exercises responsibility over TexPool. Oversight
includes the ability to significantly influence operations, designation of management, and
accountability for fiscal matters. Additionally, the Statie Compiroller has established an
advisory board composed of both Participants in TexPool and other persons who do not
have a business relationship with TexPool. TexPool operates in a manner consistent with
the SEC’s RuleZa7 of the Investment Company Act of 1940. TexPool uses amortized cost
rather than market value to report net assets to compute share prices. Accordingly, the fair
vaiue of the position in TexPool is the same as the value of TexPool Shares.

TexStar is a local government investment pool created under the Interlocal Cooperation Act
specifically tailored to meet Texas state and local government investment objectives of
preservation of principal, daily liquidity, and competitive yield. TexStar is administered by
First Southwest Asset Management, Inc. and JPMorgan Chase. Together these
organizations bring to the TexStar program the power partnership of two leaders in financial
services with a proved track record in local government investment pool management.

LOGIC is governed by a 6-member board and is a AAA rated investment program tailored
to the investment needs of local governments within the state of Texas. LOGIC assists
governments across Texas make the most of taxpayer dollars. Local officials can improve
the return on their invested balances by pooling their money with other entities to achieve
economies of scale in a conservative fund in full compliance with the Texas Public Funds
Investment Act.

NOTE 7. RETIREMENT PLAN

Ptan Description. The District coniributes to the Teacher Retirement System of Texas
{TRS), a cost-sharing multiple employer defined benefit pension plan. TRS administers
retirement and disability annuities, and death and survivor benefits to employees and
beneficiaries of employees of the public school systems of Texas. It operates primarily
under the provisions of the Texas Constitution, Article XVI, Sec. 67 and Texas Government
Code, Title 8, Subtitie C. TRS aiso administers proportional retirement benefits and service
credit transfer under Texas Government Code, Title 8, Chapters 803 and 805, respectively.
TRS issues a publicly available financial report that includes financial statements and
required supplementary information for the defined benefit pension plan. That report may
be obtained by writing to the TRS Communications Department, 1000 Red River Street,
Austin, Texas 78701-2698, by calling the TRS Communications Department at 1-800-223-
8778, or by downloading the report from the TRS Internet website, www trs.state tx us, under
the TRS Publications heading.
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NOTE 7. RETIREMENT PLAN - continued

Funding Policy. State law provides a state contribution rate of 6.0% and a member
contribution rate of 6.4% for fiscal years 2004, 2005 and 20086. In certain instances, the
reporting district is required to make all or a portion of the state’s 6.0% contribution.
Contribution requirements are not actuarially determined but are legally established each
biennium pursuant to the foliowing state funding policy: (1) the state constitution requires
the legislature to establish a member contribution rate of not less than 6.0% of the
member's annual compensation and a state contribution rate of not less than 6.0% and not
more than 10.0% of the aggregate annual compensation of all members of the system
during that fiscal year; (2) a state statute prohibits benefit improvements or contribution
reductions if, as a result of the particular action, the time required to amortize TRS's
unfunded actuarial liabilities would be increased to a period that exceeds 31 years or, if the
amortization period already exceeds 31 years, the period would be increased by such
action. State contributions to TRS made on behalf of the District’'s employees and reflected
in the District’s financial statements as both revenue and expenditures for the years ended
August 31, 2004, 2005 and 2006 were $4,915,344, $4,934,149 and $6,085,771
respectively. The District paid additional state contributions for the years ended August 31,
2004, 2005 and 2006 in the amount of $828,164, $941,162 and $1,110,838, respectively,
on a portion of the employees’ salaries that exceeded the statutory minimum,

NOTE 8. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the District carries
commercial insurance.

Effective January 1994, the District discontinued its participation in the Texas Association of
School Boards (TASB) workers’ compensation risk pool and established a self-insurance
plan for workers’ compensation benefits for employees. The Districts’ retention of risk is
$200,000 per occurrence with an aggregate stop-loss limit of $1,000,000 over a three year
period. Claims incurred by the employees of the District are handled by a third party
administrator who is responsible for estimating losses to be incurred by the District and
uitimately paid fo the claimant.

Effective December 2002, the District established a self-funded health insurance plan. The
District and employees share the cost of employee coverage. Employees, at their option, can
authorize payroll withholdings to pay contributions or premiums for dependents. The plan is
authorized by Article 3.51-2, Texas Insurance Code and is documented by a contractual
agreement. The District's retention of risk is $125,000 per employee with an aggregate stop-
loss limit of approximately $2,900,000 at August 31, 2006.
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NOTE 8. RISK MANAGEMENT - continued

Settled claims have not exceeded the aggregate coverage in any of the past three fiscal:
years. Insurance coverage has not been reduced for the year from the prior year. Accrued
claims payable of $2,335,585 as of August 31, 2006, includes provisions for claims reported

but not paid and claims incurred but not reported. The provision for reported claims is
determined by estimating the amount that will ultimately be paid each claimant and is
calculated and provided by the District's third party administrator. The District estimates the
provision for claims incurred but not yet reported. Accrued claims payable have not been
discounted to their present value as the District expects such claims to be paid within the
following fiscal year. The District believes that any discount of the claims payable would not

be material to the overall financial statements.

Changes in the fund's claims liability amount for the year ended August 31, 2006 and 2005
are as follows:

2006 2005
Liability, beginning of year $ 1,522,357 $ 1,122,376
Current year claims and changes in estimates 9,291,231 7,450,475
Claim payments (_8.478003) ( 7,050,494
Liability, end of year $2,335585 § 1522357

NOTE 9. LITIGATION

The District is a party to various legal actions, none of which is believed by the
administration or its legal counsel to have a material effect on the financial condition of the
District. Accordingly, no provision for losses has been recorded in the accompanying basic
financial statements for such contingencies.

NOTE 10. COMMITMENTS

In a prior year, the District entered into an agreement with Stock Transportation, Inc. (Stock)
for the outsourcing of student transportation, whereby the District sold its existing fleet of
school buses to Stock for a price of $1,021,000 and Stock agreed to lease the District's
transportation facilities for $1 per annum for the term of the agreement.

The initial agreement was renewed for a period of five years on August 1, 2004 and ending
July 31, 2009,

The District has also entered into operating leases for office equipment which expire
between October 2006 and May 2009.
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NOTE 10. COMMITMENTS — continued

The District’s financial commitment for the fiscal years ending August 31, are as foiiowé: .

2007 $ 2,977,764
2008 2,937,795
2009 2,827,520

$8.473.079

NOTE 11. DUE FROM STATE AGENCIES

The District participates in a variety of federal and state programs from which it receives
grants to partially or fully finance cerfain activities. In addition, the District receives
entitlements from the State through the School Foundation and Per Capita Programs.
Amounts due from federal and state governments as of August 31, 2006, are summarized
below. All federal grants shown below are passed through the TEA and are reported on the
combined financial statements as Due from Other Governments.

State Federal Other Local
Fund Entitlements Granis Governments Total
General $ 8,406,150 $ - $ 153,370 § 8,559,520
Special Revenue 181,629 583,678 - 765,307
Debt Service 372,495 - - 372,495
Capital Projects - - 9987 9,987
Total $8960274 §$583678 § 163357 $9.707.309
NOTE 12. DEFERRED REVENUE
Deferred revenue at August 31, 2006 consisted of the following:
Debt Capital
General Service Projects
Fund Fund Fund Total
Net tax revenue $1,837072 $ 324,985 5§ - $1,862.037
Contract funds received in
Advance - - 54,000 54,000
Grant funds received in advance
of expenditures 78,076 - - 78028
Total $54000 $1.994.063
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INTERFUND BALANCES AND ACTIVITIES

Interfund balances at August 31, 2006 consisted of the following individual fund balances:

Purpose

General Fund
General Fund
General Fund
General Fund
Generat Fund
General Fund
General Fund
General Fund
General Fund
General Fund
General Fund
General Fund
Debt Service

General Fund
Debt Service

Internal Service General Fund

Due From Fund Amount
ESEA Title | § 91,047
IDEA-B Formula 135,637
IDEA-B Preschool 2,705
Vocational Education 2,389
ESEA Title 1 49,970

Language Enhancement 40,048
Emergency Impact Aid 161,003
Early Childhood 1,489
Student Success 42,532
Technology 35,114
Telecom Infrastructure 101,959
Employees Health Ins. 41,898

General Fund 117.288
Debt Service 2,206
Capital Projects 2,412 851

1,706,916

$4,945.053

Reclass of deficit pooled cash
Reclass of deficit pooled cash
Rectass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit peoled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Reclass of deficit pooled cash
Tax revenues owed
Reimbursement of expenditures
Operating transfers owed
Insurance premiums owed

All amounts due are scheduled to be repaid within one year.

NOTE 14. DESIGNATIONS OF FUND BALANCE

The District has the following designations of fund balance as of August 31, 2006:

Student {ranspottation
Replacement of athletic turf
Mainienance projecis
Budgetary contingencies

NOTE 15. SUBSEQUENT EVENT

$ 1,025,000
80,000
117,472
12,152,131

$13.374.603

On October 1, 2006 the District issued $64,749,980 in unlimited tax refunding bonds to
advance refund $64,750,000 of series 1998 and 1999 bonds with original maturities
between 2016 and 2031. The refundings were undertaken to reduce the District’s total debt
service payments over the next 25 years by approximately $3,287,582 and to obtain an
economic gain (difference between the present value of the debt service payments on the

old and new debt) of approximately $1,635,444.
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KELLER INDEPENDENT SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE

i GENERAL FUND

FOR THE YEAR ENDED AUGUST 31 . 2006

Actual Amounts

EXHIBIT G-1

Variance With

Data
Control Budgeted Amounts Fmal. I.Budget
. S U Positive or
Codes . .
Original Final {Negative)
REVENUES:
5700 Total Local and Intermediate Sources $ 111264418 % 111668006 % 111878807 % 270,711
3800 State Program Revenues 25,115,916 31,069,241 34,166,309 3,097,068
5900 Federal Program Revenues 20,000 20,000 1,677 (18,323)
5020 Total Revenues 136,400,334 142,697,337 146,046,793 3,349,456
EXPENDITURES:
Current:
0011 Instruction 81,228,064 85,819,709 83,146,417 2,673,292
0012 Instructional Resources and Media Services 2,846,568 2,929,990 2,620,038 309,952
0613 Curriculum and Instructional Staff Development 996,725 1,323,056 1,191,621 132,035
0021 Instructional Leadership 2,697,249 2,181,421 1,886,722 294,699
0023 School Leadership 8,679,418 9,510,773 8,772,938 737,835
0031 Guidance, Counseling and Evaluation Services 5,028,236 5,260,037 5.094,685 165,352
0032 Social Work Services 83,659 156,410 149,675 6,735
0033 Health Services 992 882 1,121,787 1,087,437 34,350
0034 Student {Pupil) Transportation 3,845,222 3,915,222 3,866,442 48,780
0036 Cocurricular/Extracurricular Activities 4,433,820 4,561,175 4,102,239 458,936
0041 General Administration 4,178,022 4,377,428 4,066,828 310,600
0051 Facilities Maintenance and Operations 17,493,524 19,896,073 19,882,515 13,558
0052 Security and Monitoring Services 209,247 656,905 325,805 331,100
0053 Data Processing Services 1,706,976 1,726,822 1,707,663 19,159
006t Community Services J0R816 447,805 416,540 31,265
Capital Outlay:
o081 Facilities Acquisition and Construction 75,000 1,385,200 834,585 553,615
Intergovernmental:
0097 Payments to Tax Increment Fund 1,122,906 1,122,906 1,116,700 6,206
6030 Total Expenditures 136,400,334 146,395,719 140,268,250 6,127,469
1100 Excess (Deficiency) of Revenues Over (Under) - (3,698 382) 5,778,543 9.476.925
Expeﬁdimres ............. S EETTE TP e s
OTHER FINANCING SOQURCES {(USES):
7949 Other Resources . - 2.60% 2,009
O8O Total Other Fmancing Sources (Uses) - - 2,009 2,009
1206 Net Change i Fund Balances - {3,698,382) 5,780,552 9,478,934
ot6t Fund Balance - September 1 (Beginning) 36,309,704 36,309,796 16,399,796 .
3606 Fund Balance - August 31 (Ending) $ 36390796 § 32761414 § 42180348 % 9478034




BUDGETARY DATA

The Board of Trustees adopts an “appropriated budget” on a GAAP basis for the Genera
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"Fund,

Food Service Fund which is included in the Special Revenue funds and Debt Service Fund., The
District is required to present the adopted and final amended budgeted revenues and expenditures
for each of these funds. The District compares the final amended budget to actual revenues and
expenditures. The General Fund budget appears in Exhibit G-1 and the other two budgets are in
Exhibit 1-3 and 1-4.

The following procedures are followed in establishing the budgetary data:

1.

Prior to August 20th the District prepares a budget for the next succeeding fiscal year
beginning September 1st. The operating budget includes proposed expenditures and the
means of financing them.

A meeting of the Board is then called for the purpose of adopting the proposed budget. At
least ten days public notice of the meeting must be given.

Prior to September 1, the budget is legally enacted through resolution by the Board. Once a
budget is approved, it can only be amended at the function and fund level by approval of a
majority of the members of the Board. Amendments are presented to the Board at its regular
meetings. Each amendment is made before the fact, is reflected in the official minutes of the
Board, and is not made after fiscal year end. Because the District has a policy of careful
budgetary control, several amendments were necessary during the year. Significant
amendments were made to the following functional areas:

Function Increase (Decrease)
instruction 8 4,591,645.00
Instructional Leadership $ (515,828.00)
School Leadership $ 531,355.00
Facilities Maintenance and Operations $ 2,402 549.00
Facilities Acquisition and Construction 5 1,313,200.00

Budgeted amounts are as amended by the Board. All budget appropriations lapse at vear
end.

The Texas Education Agency requires these budgets to be filed with the Texas Education
Agency. The budget should not exceed expenditures in any functional expenditure category
under TEA requirements. The original and final amended versions of these budgets are used
irt this report.
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Dasta
Control
Codes

1110
1240
1290
1306

1600

2110
2166
287G
2189

2060

3410
3450

3610

3006

4000

- KELLER INDEPENDENT SCHOOL DISTRICT
© . COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

ASSETS
Cash and Cash Equivalents
Due from Other Governments
Other Receivables

Inventories

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable

Accrued Wages Payable

Due to Other Funds

Due to Other Governments

Total Liabilities

Fund Balances:

Reserved For:
Investments in Inventory
Food Service

Unreserved and Undesignated:
Reported in Special Revenue Funds

Total Fund Balances

Total Liabilities and Fund Balances

AUGUST 31, 2006

ESEA Title IV ESEAL A IDEA-Part B IDEA-Part B
Safe & Drug Improving Formula Preschool
Free Schools  Basic Program

b3 514 3 73,178 % - b 2,705

- 23,362 222,302 2,844

- - 500 -
h) ___5"?_14 3 96,540 § 222,802 §% 5,549
h - $ 5493 % 87,165 § 2,844
- 91,047 135,637 2,705

514 - - -
514 96,_5_40 222,802 5,549
$ 5i4 % 96,540 § 222802 § 5,549




240
National
Breakfast and

f.unch Program

$ 1,398,631
144,132
2,322
277,062

$ 1,822,147

$ 788,566
99,511

888.077

277,062
657,008

934,070

§ 1,822,147

EXHIBIT H-1 (Cont'd)

Vocational Ed ESEA 1A Title 11, A Title V, Pt.A Emergency (LEP} Early
Basic Training and  English Lang. Innovative Impact Visually Childhood
Grant Recruiting Acquisition Programs Aid Impaired Summer Prog.

$ 2,389 % 39,144 % 37,582 % - b - % - 3 11,204

- 11,035 2,467 - 177,516 - -

8 2,389 % 50,199 % 40,049 § - § 177516 % - hy 11,204

3 - 3 229 8% - 3 - 3 16,513 § - b3 -

2,389 49,970 40,049 - 161,003 - 1,489

2,389 50 199 40,049 - 177,516 - 1,439

- - - - - - 9,715

: : : : : : o713

b 2,38%¢ % 50,199 % 40,049  § - $ 177516 % 3 11,204




KELLER INDEPENDENT SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAIJOR GOVERNMENTAL FUNDS

AUGUST 31, 2006
393 397 404 4l

Data Texas Advanced Student Technology
Control Successtul Placement Success Allosment
Codes Schools Prog. Incentives Initiative

ASSETS
1116 Cash and Cash Equivalents $ 5,049 § 76,627 § 7,997 § 276,671
1240 Due from Other Governments - " 106,827 49,319
1290 Other Receivables - - - 109,324
1300  Inventories - - - -
1660 Total Assets $ 5049 § 76,627 § 114824 § 435314

LIABILITIES AND FUND BALANCES

Liabilities:

2116 Accounts Payable $ - 8 - h 72,292 § 385,483
2166 Accrued Wages Payable - - - -
2170 Due to Other Funds - - 42,532 35,114
2180 Due to Other Governments - - - -
2000 Total Liabilities - . 114,824 420,597

Fund Balances:

Reserved For:
3410 Investments in Inventory - - - -
3450 Food Service - - - -

Unreserved and Undesignated:
3610 Reported in Special Revenue Funds 5,049 76,627 - 14,717
3600 Total Fund Balances 5,049 76,627 - 14,717

400G Total Liabilities and Fund Balances 3 5,049 % 76,627 S 114824 & 435.314




EXHIBIT H-1

413 418 429 461 Total
Telecom Employee Auto License Campus Normajor
Infrastruct. Health Fee Reading Activity Governmental

Fund Insurance Program Funds Funds

$ 127152 % 25,790 % 3284 § 1,655520 5§ 3,743,437

- 25,483 - - 765,307
- - - - 112,146
- - - - 277,062

Po127152 % 51,273 8§ 3,284 % 1655520 3% 4,897,952

3 - 5 - $ - § 123,352 § 1,481,937
- - - - 86,511

101,959 41,898 - - 705,792

- 9375 - - 9,889

101,959 51,273 - 123,352 2,297,129

- - - - 277,062

- - - - 657,008

25,193 - 3,284 1,532,168 1,666,753
25,193 - 3,284 1,532,168 2,600,823

§ 127152 % 31,273 % 3284 % 1,655520 § 4,897,952




KELLER INDEPENDENT SCHCOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED AUGUST 31, 2006

Data
Control
Codes

REVENUES:

Total Local and Intermediate Sources
State Program Revenues

Federal Program Revenues

3700
5800
5900

5020 Total Revenues

EXPENDITURES:

Current:
0011  Instruction
0012  Instructional Resources and Media Services
0013 Curriculum and Instructional Staff Development
0021 Instructional Leadership
0023  School Leadership
0031 Guidance, Counseling and Evaluation Services
0032  Social Work Services
0033 Health Services
0035 Food Services
0036 Cocurricular/Extracurricular Activities
0041 General Administration
0051  Facilities Maintenance and QOperations
0053 Data Processing Services
0061 Community Services
Capital Qutlay:

0081 Facilities Acquisition: and Construction
6030 Total Expenditures
1200 Net Change in Fund Balance

0100 Fund Balance - September 1 (Beginning)

3000 Fund Balance - August 31 (Ending)

224

228

204 211

ESEA Title IV ESEAL A IDEA -Part B IDEA - Part B

Safe & Drug Improving Formula Preschool

Free Schools  Basic Program

3 - $ - $ - % -
43755 458,045 2,186,759 36,112
43,755 458,045 2,186,759 36,112
- 453,036 1,822,162 36,112

- 3,285 - -

947 1,663 81.085 -

42,808 - 283,572 -

. 39 - -
43,755 458,045 2,186,750 36,112

5 -




249 244
National Vocational Ed
Breakfast and Basic
Lunch Program Grant
$ 35642397 % -
178,482 .
1,640,374 97,663
7,461,253 97,963
- 97 963
7697911 -
7,697,911 97,963
{236,658 -
1,170,728 -

$ 934070 §$

255 263

ESEA ILA Title [H, A
Training and  English Lang.
Recruiting Acquisition

$ - $ -
325,062 59,500
325,062 59,560
- 37,022
319,109 20,192
3,953 2,286
""""" 325,062 59,500
b . 3 -

269 289

Title V, Pt.A Emergency
innovative Impact
Programs Aid

$ - $ -

38,37 048,457

38,376 648,437

33,966 648,457
4,410 -

EXHIBIT H-2 (Cont'd)

390

385
(LEP} Eary
Visually Childheed
impaired Summer Prog.
- % .
17,304 10,454
17,304 10,454
17,304 3,800
17,304 3,800
- 6,654
- 3,061




KELLER INDEPENDENT SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2006

393 397 404 4it
Data Texas Advanced Student Technology
Conteol Successtul Placement Success Allotment
Codes Schools Prog. Incentives Initiative

REVENUES:
5700 Total Local and Intermediate Sources 3 - 3 - $ - 3% -
5800  State Program Revenues - 68,537 427,041 719,248
5900 Federal Program Revenues - - - -

5020 Total Rev&nues .................

) 68,537 427.041 719,248
EXPENDITURES:

Current:
0011 Instruction - 4,160 426,359 708,150
0012 Instructional Resources and Media Services - - - -
0013 Curriculum and Instructional Staff Development - 15,723 682 -
0021 Instructional Leadership - - - -
0023  School Leadership - - - -
G031 Guidance, Counseling and Evaluation Services - - - -
0032  Social Work Services - - - -
0033 Health Services - - - -
0035 Food Services - - - .
0036 Cocurricular/Extracurricular Activities - - -
0041 General Administration - -
0051 Facilities Maintenance and Operations - - -
0033  Data Processing Services - - -
0061 Community Services - -

Capital Outlay:
0081 Facilities Acquisition and Construction - - - -

6030 Total Expenditures - 19883 427041 708,150

1200 Net Change in Fund Balance - 48,654 - 11,098
0100 Fund Balance - September 1 (Beginning) 5.049 27.973 - 3,619

o
1

3666  Fund Balance - August 31 (Ending) % 3049 § 76,627

3 14717




3

413
Telecom
Infrastruct.

Fund

418
Empioyee
Health

Insurance

1,204,087

1,204,087

855,048
25,087
4,657
5,087
51,974
45.039
983
14,887
67,658
4,104
14,945
102,584
8,055
2,567

B S
1,204,087

461

Total

Auto License Campus Nonmajor

Fee Reading Activity Governmental
Program Funds Funds
3 - § 5834091 8§ 11476488
2451 - 2,627,604
- - 5,534,403
2,451 5,834,001 19,638,495
- 2,873,777 8,018,156
- 291,623 316,710
- - 368,058
- - 97,023
- - 51,974
- - 371419
- - 983
- - 14,887
- 86,760 7,852,329
- 1,037,854 1,041,958
- 1,333 16,298
- 711 103,295
- - 8,055
- 9,845 12,471
- - 512
. 4,301,923 18,274,128
2,451 1,532,168 1,364,367
833 - 1,236,456
5 3284 % 1532168

$ 2,600,823

EXHIBIT H-2
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KELLER INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF DELINQUENT PROPERTY TAXES RECEIVABLE
FISCAL YEAR ENDED AUGUST 31, 2006

0 - (é)'

Last 10 Years Ended o T Rates
Austt Moitenance - Debt Service
1997 and prior years Various Various
1998 1.150000 0.350000
1999 1.175000 0.335000
2000 1.245000 (3.230000
2001 1.273200 0.249500
2002 1.273000 0.255900
2003 1.392600 (.259300
2004 1.421300 0.254900
2005 1.433600 0.263900
2006  (School yvear under audit) 1.433600 0.282200

100

TOTALS

3
Assessed/ Appraised
Value for School
Tax Purposes

b Various

2,069,268,689

2,378,877,844

2,769,928,956

3,456,116,638

4,368,831,855

5,188,548,506

5,897,543.422

6.630,963,629

7.316,146,304




Beginning
Balance
97172605
158,086
41,337
56,907
37,581
108,326
158,490
197,811

322,574

1,088,102

2180214 S 12424148 S 106536232

Current
Year's

Total Levy

124,241,484

31

Maintenance
Collections

5,007
3.854
9,114
8,208
53,596
163,928
152,458
219492
509,179

105,471,296

(32)

Debt Service
Collections

1,913 §

1,173

2,598

1,533

10,503

20,892

28,387

39,364

93,731

20,761,714

20,961,808 3

(4%
Entire

Year's
Adjustments

(958)

(214)

(220)

(209)

23,953

159,154

(77,922)

3,171,308

3,550,059

$

EXHIBIT 1-1

(50)
Ending
Balance

8/31/2006

150,198
36,096
44,975
47,541
68,180

155,895

169,908

222,872

407,270

1,179,782

2,482.717
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KELLER INDEPENDENT SCHOOL DISTRICT

FUND BALANCE AND CASH FLOW CALCULATION WORKSHEET

GENERAL FUND AS OF AUGUST 31, 2006
UNAUDITED

Total General Fund Balance as of 8/31/06 (Exhibit C-1 object 3000
for the General Fund Only)

Total Reserved Fund Balance {from Exhibit C-1 - total of object 3400s 8 141,901
for the General Fuad Only)

Total Designated Fund Balance (from Exhibit C-1 - total of object 13,374,603
3500s for the General Fund Only)

Estimated amount needed o cover fall cash flow deficits in the -
General Fund (Net of borrowed funds and funds representing
deferred revenues.)

Estimate of one month's average cash disbursements during the 11,689,021
regular school session (9/1/06-5/31/07).

Estimate of delayed payments from state sources (38xx) including 3,416,047
August payment delays

Estimate of underpayment from state sources equal to variance -
between Legislative Payment Estimate (LPE) and District Planning
Estimate {DPE) or District's calculated earned state aid amount.

Estimate of delayed payments from federal sources (59xx) -

Estimate of expenditures to be reimbursed to General Fund from -

Capital Projects Fund (uses of General Fund cash after bond
referendum and prior to issuance of bonds)

Optimum Fund Balance and Cash Flow (Lines 24344+ 5+6+7+8+9)

Excess (Deficit) Undesignated Unreserved General Fund
Balance (Line 1 minus Line 10)

EXHIBIT I-2

$ 42,180,348
28,621,572
$ 13,558.77

Explanation of need for and/or projected use of net positive Undesignated Unreserved General Fund Fund Balance:

Omne of the stated board goals is to maintain a fund balance equal to three months of expenditures. The 342,180,348
accomphishes this goal.




EXHIBITI-3
KELLER INDEPENDENT SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE
CHILD NUTRITION PROGRAM
FOR THE YEAR ENDED AUGUST 31, 2006

Actual Amounts Variance With

Data
Fina! Budge
Control Budgeted Amounts mé. . a get
Codes S oo e o Positive or
Originat Final {Negative)
REVENUES:
5700 Total Local and Intermediate Sources g 4,195937 § 5,225462 %5 5642397 3 416,935
5800 State Program Revenues 36,850 178,482 178,482 -
5500 Federal Program Revenues 1,113,064 £,965,976 1,640,374 (325,602}
5620 Total Revenues 5,345,851 7,369,920 7461233 91,333
EXPENDITURES:
0335 Food Services 5,345,851 7,814,535 7,697.911 116,624
6030 Total Expenditures 5,345,851 7,814,335 7,697,911 116,624
1200 Net Change in Fund Balances - (444,615) (236,658) 207,957
0to¢  Fund Balance - September | (Beginning) 1,170,728 1,170,728 1,170,728 -

3060 Fund Balance - August 31 (Ending) b 1,170,728 § 726,113 % 934070 % 207,957




EXHIBIT 14
KELLER INDEPENDENT SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE

DEBT SERVICE FUND
FOR THE YEAR ENDED AUGUST 31, 2006
Data Actual Amounts Variance With
Control Budgeted Amounts Fmal- IIBudget
) et Pasitive or
Codes .. .
Chiginal Final {Negative)

REVENUES:
5760 Total Local and Intermediate Sources § 24405926 $ 24609577 8 21,710,060 0§ (2,899517)
5800 State Program Revenues 5,360,550 7,349,549 5,261,057 (2,148,492)
5020 Total Revenues 29,766,476 31,959,126 26,911,117 (3,048,009}

EXPENDITURES:

Debt Service:

0671 Debt Service - Principal on Long Term Debt 4,913,597 4,913,597 4,913,597 -
0072 Debt Service - Interest on Long Term Debt 23,269,220 23,269,220 23,269,220 -
0073 Debt Service - Bond Issuance Cost and Fees 1,147,659 2,462,547 2462538 9
6030 Total Expenditures 29,330,476 30,645,364 30,645,355 9
1106 Excess (Deficiency) of Revenues Over (Under) 436,000 1,313,762 (3,734,238) (5,048,000)

OTHER FINANCING SOURCES (USES):
7901 Refunding Bonds Issued - 89,844,973 89,844,973 -
7915 Transfers In - 357,441 2,412,851 2,055410
7916 Premium or Discount on Issuance of Bonds - 2,966,015 2,966,015 -
7917 Prepaid Interest - 357,441 357,441 -
8949 Other (Uses) - (91,847,042) {91,847 042) -
080 Total Other Financing Sources (Uses) - 1,678,829 3,734,238 2,055 469
1206 Net Change in Fund Balances 436,000 2,992 593 - (2,992,591
6100 Fund Balance - September 1 (Beginning) 4,608,114 4,608,114 4,608,114 -
3000 Fund Balance - August 31 (Ending) § 5044114 8§ 7600705 3 4608114 § (2,992.591)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Trustees
-KELLER INDEPENDENT SCHOOL DISTRICT

Keller, Texas

We have audited the financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Keller Independent
School District as of and for the year ended August 31, 2006, which collectively
comprise Keller Independent School District's basic financial statements and
have issued our report thereon dated December 20, 2006. We conducted our
audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable fo financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the
United States.

internal Control Over Financial Reporting

in planning and performing our audit, we considered Keller independent School
District's internal control over financial reporting in order to determine our
auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internai control
components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely
period by empioyees in the normai course of performing their assigned functions.
We noted no matters involving the internal control over financial reporting and
its operation that we considered o be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Keller Independent
School District's financial statements are free of material misstatement, we
performed tests of Keller Independent School District's compliance with certain
provisions of iaws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing
Standards.
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Board of Trustees
Keller Independent School District
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This report is intended solely for the information of the Board of Trustees,
management, the Texas Education Agency and federal awarding agencies and
is not intended to be and should not be used by anyone other than these
specified parties.

WEAVER AND TIDWELL, L.L.P.

Fort Worth, Texas
December 20, 2006
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN

ACCORDANCE WITH OMB CIRCULAR A-133 = oo

Board of Trustees
KELLER INDEPENDENT SCHOOL DISTRICT nEe % g
Keller, Texas RS R

Compliance

We have audited the compliance of Keller independent School District with the.
types of compliance requirements described in the U.S. Office of Management
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended August 31, 2006. Keller
Independent School District’'s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings
and questioned costs. Compliance with the reguirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the
responsibility of Keller Independent School District's management. Our
responsibility is to express an opinion on Keller Independent School District’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable fo
financial audits contained in Government Auditing Standards, issued by the
Comptrolier General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Keller Independent School District’'s compliance with
those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal
determination on Keller independent Schooi District’s compliance with those
requirements.

in our opinion, Keller Independent School District complied, in all material
respects, with the requirements referred to above that are appiicable fo each of
its major federal programs for the year ended August 31, 2006.

internal Control Over Compliance

The management of Keller Independent School District is responsible for
gstablishing and maintaining effective internal conirol over compliance with
requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Keller
independent School District’s internal control over compliance with requirements
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that could have a direct and material effect on a major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133,

Our consideration of the internal control over compliance would not necessarily
disclose all matters in the internal control that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively
low level the risk that noncompliance with applicable requirements of laws,
regulations, contracts and grants caused by error or fraud that would be material
in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information of the Board of Trustees,
management, the Texas Education Agency and federal awarding agencies and

is not intended to be and should not be used by anyone other than these
specified parties.

WEAVER AND TIDWELL, L.L.P.

-ort Worth, Texas
December 20, 2006
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KELLER INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2006

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

An unqualified opinion was issued on the financial statements.
Internal control over financial reporting:

+  Material weakness(es) identified? Yes _ X No

*  Reportable condition(s) identified that are not
considered to be material weakness(es)? Yes _ X None reported

+  Noncompliance material to financial statements noted? Yes _ X No

Federal Awards
Internal control over major programs:;

«  Material weakness{es) identified? Yes _X__No

*+  Reportable condition(s) identified that are not
considered to be material weakness(es)? Yes _ X _None reported

An unqualified opinion was issued on compliance for
major programs.

+  Any audit findings disclosed that are required to be
reported in accordance with section 510(a) or
Circular A-1337 Yes _X_No

Identification of major programs:

84.010A ESEA Title |, Part A
84,367A ESEA Titie I, Part A
84,938C Emergency Impact Aid

«  Dollar threshold used {o distinguish between type

A and type B programs? $300,000
Auditee qualified as low-risk auditee? X _Yes No
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KELLER INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2006

SECTION H - FINANCIAL STATEMENT FINDINGS

NONE

SECTION il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

NONE
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KELLER INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF PRIOR AUDIT FINDINGS
AUGUST 31, 2006

NONE

E
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KELLER INDEPENDENT SCHOOL DISTRICT
CORRECTIVE ACTION PLAN
AUGUST 31, 2006

N/A
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KELLER INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
__ FOR THE YEAR ENDED AUGUST 31, 2006

M 2}
FEDERAL GRANTOR/ Federal
PASS-THROUGH GRANTOR/ CFDA

.S, DEPARTMENT OF EDUCATION
Passed Through State Department of Education

ESEA, Title 1, Part A - Improving Basic Programs R84.010A
[DEA - Part B, Formula 84.027
Vocational Fducation - Basic Grant $4.048
IDEA - Part B, Preschool 84.173
ESEA Titie IV - Safe and Drug-Free Schoois 84.186A
Title V, Part A - Innovative Programs 84.208A
Title [11, Part A - English Language Acquisition §4.365A
ESEA, Tite [, Part A, Teacher/Principal Training 84.367A
Emergency Impact Aid 84.938C

Total Passed Through State Department of Education
TOTAL DEPARTMENT OF EDUCATION

U.S. DEPARTMENT OF AGRICULTURE
Passed Through the State Department of Agriculture

National School Breakfast & Lunch Program® 106,555
National School Breakfast Program™® 10.553
USDA Donated Commaodities 10,559

Total Passed Through the State Department of Agriculture

TOTAL DEPARTMENT OF AGRICULTURE
TOTAL EXPENDITURES OF FEDERAL AWARDS

*Clustered Programs as required by Compliance Supplement March, 2006

PROGRAM or CLUSTER TITLE Number

o

Pass-Through
Entity Identifying
Number

06610101220907
066600012209076600
0642000622090711
066610012209076610
06691601220907
06685601220907
066710601220907
06694501220907
06520301220907

EXHIBIT J-1

4

Federal

Expenditures

$ 458,045
2,186,759

97.963

36,112

43,755

38,376

59,500

325,062
648,457
3,804,029

3,894,029

$ 1,217,038
169,581
253,755

1,640,374
1 640,374

y 55340

Note 1'MAC reimbursements of $1,677, which are recorded as federal revenue in the general fund, are not considered federal awards for

the purposes of this schedule.

Note 2: The schedule of federal awards is presented using the modified accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of,

the basic financizl statements.




