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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of El Paso Independent School District (District) as of and for the
year ended August 31, 2009, which collectively comprise the District’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the District’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Americaand the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the District, as of August 31, 2009, 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.

In accordance with Government Auditing Standards, we have also issued our report dated January 19, 2010,
on our consideration of El Paso Independent School District’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, 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.

The Management’s Discussion and Analysis and budgetary comparison information on pages 12 through 24
and 83, 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 limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The introductory section, other supplementary information
(combining and individual nonmajor fund financial statements), and the required TEA schedules as listed in
the table of contents are presented for purposes of additional analysis and are not a required part of the 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 is also not a required part of the basic financial
statements of the District. The combining and individual nonmajor fund financial statements, the schedule
of expenditures of federal awards, and the required TEA schedules, with the exception of Exhibit J-3 (Fund
Balance and Cash Flow Calculation Worksheet) , have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material aspects in
relation to the basic financial statements taken as a whole. The introductory section and Exhibit J-3 have
not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

AP I b fd—ctc

El Paso, Texas
January 19, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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A Edﬂmo MANAGEMENT’S DISCUSSION AND ANALYSIS
ependent

‘ School District.

Our discussion and analysis of El Paso Independent School District’s (the “District”) financial
performance provides an overview of the District’s financial activities for the fiscal year ended August
31, 2009. It should be read in conjunction with the basic financial statements which follow this section.

The Management’s Discussion and Analysis is a combination of both government-wide financial
statements and fund financial statements.

FINANCIAL HIGHLIGHTS

On the government-wide financial statements, the assets of the District exceeded liabilities by $185.1
million. Of this amount, $39.4 million is unrestricted. Total net assets of the District decreased from
$188.4 million in fiscal year 2008 to $185.1 million in fiscal year 2009, a decrease of approximately $3.3
million. Total revenues increased $24 million from $583.3 million in fiscal year 2008 to $607.3 million in
fiscal year 20009.

The District’s governmental funds financial statements reported a combined ending fund balance in fiscal
year 2009 of $239.2 million. Of this amount, $5.1 million is reserved in the General Fund for restricted
purposes, $2 million is designated for health care, and $40.5 million is unreserved, undesignated in the
General Fund and is available for spending at the District’s discretion. The combined ending fund balance
of the District increased $50.1 million from $189.1 million in fiscal year 2008 due to the issuance of $130
million in capital projects bonds.

All projects from the 2003 bond election have been completed, with the exception of the EIl Paso High
baseball field. When the field is completed in Fiscal 2010, it is estimated that the fund will have a
surplus of $250,000. The 2007 Bond Issue has been sold in two series, each having its own fund: 1) The
2007 Bond Capital Projects fund balance of $37.2 million reflects $66 million of current year bond
construction expenditures and interest income of $4 million. 2) The 2008 Bond Capital Projects fund
balance of $130.9 million includes $131.3 million of bond sale proceeds received as the initial sale of the
2008 Bonds less expenditures of $2.9 million plus interest income of $2.5 million.

The fund balance in the Debt Service Fund is $14.7 million. The District plans to use part of this balance
to buy down future Interest and Sinking tax rate increases. The Interest and Sinking tax rate for fiscal year
2008 was $0.1635 and the adopted rate for fiscal year 2009 is $0.1950.

The Print Shop, in its sixth year as an internal service fund, had operating income of $159,305. The Media
Center, in its second year as an internal service fund, sustained an operating loss of $244,165.
Administration will increase marketing efforts within the District to get this fund on track.

The Workers” Compensation Insurance Fund had a decrease in net assets of $109,795 for the fiscal year
after a $1 million transfer to the Health Care Fund resulting in an ending fund balance of $8.7 million.

12




The Health Care Fund sustained an operating loss of $10.7 million resulting in a net asset balance of $2.2
million as of August 31, 2009.

ACADEMIC HIGHLIGHTS
The District has accomplished these financial results while improving academic progress:

2005 2006 2007 2008 2009

Exemplary 0 1 2 6 19
Recognized 15 23 16 27 40
Acceptable 59 45 56 51 20
Unacceptable 8 12 8 0 3

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Figure A-1. The figure shows how the required parts
of this annual report are arranged and related to one

A
— —~
Wanagement s Basic Required
Deéscussion Financial Supplementary
Statements Information
P —_
e _
=
Government-Wide Fund Vlotea
Financial Financial Zo the
Statements Statements . .
Fenancial
Statements

Summary < "> Detail

13



Government-Wide Financial Statements

All of the District’s services are reported in the government-wide financial statements, including
instruction, student support services, student transportation, general administration, school leadership,
facilities acquisition and construction and food services. Property taxes, state and federal aid, and
investment earnings finance most of the activities. Additionally, all capital and debt financing activities
are reported here.

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

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

The statement of activities details how the District’s net assets changed during the most recent fiscal year.
All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Therefore, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both the government-wide financial statements distinguish functions of the District that are principally
supported by taxes and intergovernmental revenues (governmental activities) as opposed to business-type
activities that are intended to recover all or a significant portion of their costs through user fees and
charges.

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of

the District’s government they cover and the types of information they contain.

Figure A-2

Major Features of the District's Government-Wide and Fund Financial Statements

Type of Statements

Fund Statements

Government-Wide

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire Agency’s government
(exceptfiduciary funds)

and the Agency's component
units

Theactivities of the district
that are notproprietary or
fiduciary

Activities thedistrict
operates similar to private
businesses: self insurance

Instanc es in which the
district is the trustee or

agentfor someone else's
resources

Required financial
statements

Accounting basis
and measurement
focus

#Statement of Net assets

*balance sheet

+ STAEMENTOT Net assets

+Statement orriduciary
net assets

* Statement of activities

Accrual accounting and
economic resources focus

*Statement ofrevenues,
expe nditures & cha nges
in fund balance s

Modified accrual
1acco unting and current
{financial resources focus

¢ Stateme nt o f reve nues,
expenses and changes in
fund net assets

¢ Statementof cash flws

Accrual accounting and
economicresources focus

*Statement ofchange s
in fiduciary net assets

Accrualaccounting and
economic resources focus

Type of
asset/liability
information

{Allassets and liabilities,
iboth financial and capital,
ishort-term and long-term

1Only assets expected
{be used up and liabilities
[} .

ithat come d ue during the
!year or soon thereafter;
ino capital assets included

All assets and lia bilit ies,
both financial and capital,
and short-term and long-
term

Allassets and liabilities,
both short-term and long-
term ; the Agency's funds do
not currently contain

capital assets, although

they can

Type of
inflow o utflow
information

Allrevenues and
expenses during yea,
regardless of whe n cash
isreceived or paid

Revenues for which cash
isreceived during or soon
after the end of the year;
expend itures whe n goods
orservices havebeen
received and payment is
due during the year or
soon thereafter

All revenues and expenses
during year, regardlessof
when cash i received or
paid

Allrevenues and
expenses during year,
regardless of when cash
isreceived or paid
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Fund Financial Statements

The District uses fund accounting to keep track of specific sources of funding and spending for particular
purposes. The fund financial statements provide more detailed information about the District’s most
significant funds-not the District as a whole. Funds are accounting devices that the District uses to keep
track of specific sources of funding and spending for particular purposes:

o Some funds are required by State law and by bond covenants.
e The Board of Trustees establishes other funds to control and manage money for particular
purposes or to show that it is properly using certain taxes and grants.

All of the funds of the District can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. Most of the District’s activities are included in
governmental funds using modified accrual accounting. The focus is on (1) how cash and other financial
assets that can readily be converted to cash flow in and out, and (2) the balances left at year end that are
available. However, unlike the government-wide financial statements, governmental fund financial
statements provide a detailed short-term view that helps determine whether there are more or fewer
financial resources that can be spent in the near future to finance the District’s programs. Because this
information does not encompass the additional long-term focus of the government-wide financial
statements, we provide additional information on the subsequent page that explains the relationship (or
differences) between them.

Proprietary funds are used to account for operations that are financed similar to those found in the private
sector. These funds provide both long- and short-term financial information. The District maintains a type
of proprietary fund call an Internal Service Fund. The District uses Internal Service Funds to account for
its Workers” Compensation, Health Care, Print Shop and Media Center programs. These funds employ
the full accrual method.

Fiduciary funds are used to account for assets held by the District in a trustee capacity or as an agent for
individuals, private organizations and/or other funds. No fiduciary funds are used as clearing accounts to
distribute financial resources to other funds. The District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes. All of the District’s fiduciary activities are
reported in a separate statement of fiduciary net assets and a statement of changes in assets and liabilities.
We exclude these activities from the District’s government-wide financial statements because the District
cannot use these assets to finance its operations.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide fund financial statements.

Other Information
In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information that further explains and supports the information in the financial

statements. Immediately following the required supplementary information, combining statements are
included for the non-major funds, the internal service funds, and the agency funds.
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The remainder of this overview section of management’s discussion and analysis explains the structure
and contents of each of the statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the District’s financial position.
The District’s total net assets were approximately $185.1 million at August 31, 2009. The net assets of the
District’s governmental activities decreased by $3.3 million.

Table |
El Paso Independent School District

The District's Net Assets
(in millions of dollars)

Governmental Activities Percentage
2009 2008 Variance Change
Current and other assets 301.3 260.3 41.0 15.8%
Capital and Non-Current Assets 509.6 410.8 98.8 24.1%
Total Assets 810.9 671.1 139.8 20.8%
Current Liabilities 77.1 64.8 12.2 18.9%
Long Term Liabilities 548.7 417.8 130.9 31.3%
Total Liabilities 625.8 482.7 143.1 29.6%
Net Assets:
Invested in capital assets net of
related debt 124.8 95.9 28.9 30.1%
Restricted 20.9 18.6 2.3 12.4%
Unrestricted 39.4 73.9 (34.5) (46.7%)
Total Net Assets 185.1 188.4 (3.3) (1.8%)

Investment in capital assets (e.g. land, buildings, furniture, and equipment) less any related debt used to
acquire those assets that is still outstanding is $124.8 million. The District uses these capital assets to
provide services to students; consequently, these assets are not available for future spending. Although the
District’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities. An additional portion of the District’s net assets of
$20.9 million represent resources that are subject to external restrictions on how they may be used. The
remaining balance of unrestricted net assets $39.4 million may be used to meet the District’s ongoing
obligations.
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Statement of Activities
Revenues

The District’s total revenues were $607.3 million. A significant portion, approximately 42 percent, of the
District’s revenue comes from state aid — formula grants. Operating grants and contributions provided
revenue of 25 percent, 29 percent comes from property taxes, while only 2 percent relates to charges for
services.

Funding for governmental activities is by specific program revenue or through general revenues such as
property taxes and investment earnings. The following is a summary of the governmental activities:

e The cost of all governmental activities this year was $605 million.

e Some of the governmental activities were funded by program revenues directly attributable to
specific activities. These program revenues amounted to $164.1 million.

e The remaining cost of governmental activities not directly funded by program revenues was
$440.9 million of which $173.5 million was funded by property taxes and $256.7 million was
funded by state aid — not restricted to specific programs.

FY 2009 District Revenues

O Charges for Services

B Operating grants and

429 Contributions
—l /{,../ O Property Taxes
!
\\_ O State Aid-Formula
— Grants
\‘-\ B Investment earnings

@ Miscellansous

B Extracrdinary Item
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Expenses

The District’s total expenses were $605 million. The largest portion, approximately 62 percent, was spent
on instruction and instructional related services. Meanwhile, expenses for instructional leadership and
school administration were only 7 percent, 8 percent for guidance, social work, health and transportation,
while only 2 percent relates to general administration.

B Instructionand

FY 2009 District Expenses Instractions] Relsted

B Instructional
lzadarship/school
administration

O Guidancs, Social Werk,
Haalth, Transportation

O FoodSzrvicas

B Extrzcurricular Activitiss

O Generzl Administration

B Plant maintsnancs,
saeurity & data procassing

O Community servicss

B Dbt zarvics

B Faciliti=s Acquisition and
Construction

O Pmts. to fiscal
agant'member districts-
sharad servies

O Other Interzovemmentsl
Chargas

Changes in Net Assets

The net assets of the District’s governmental activities increased by $2.3 million, however, this was offset
by a negative prior period adjustment of $5.6 million. The total net assets of the District decreased by
$3.3 million due to the following activities:

e Operating grants and contributions increased $11 million due to an increase in entitlements

received from governmental agencies.

Property Tax collections increased $14.6 million due to an increase in property values.

Extraordinary items were recorded for $2.8 for an insurance settlement and liquidated damages.

Earnings on investments decreased $2 million due to a decrease of daily average interest rates.

Instruction expenses increased $15.6 million due to increases in salaries for the “Big Five” —

teachers, nurses, counselors, librarians, and speech pathologists.

Debt Service expenses increased $10.6 due to payment on bonds.

e Other Governmental charges increased $2.6 due to reclassification of appraisal district fees from
general administration.

The prior period adjustment consists of a property tax reversal of $1.5 million for Western Refining, the
TRS Statutory Minimum of $3.2 million and $2.4 million Medicaid Administrative Claiming receivable
write off. These negatives were offset by a positive adjustment of $1.5 related to capital assets.
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Table 11

El Paso Independent School District

Changes in District’s Net Assets

Governmental Activities

Revenues
Program Revenues
Charges for Services
Operating grants and
Contributions
Sub-Total
General Revenues
Property Taxes
State Aid-Formula Grants
Investment earnings
Miscellaneous
Special/Extraordinary Item
Sub-Total
Total Revenues

Expenses

Instruction and Instructional
Related

Instructional leadership/school
administration

Guidance, Social Work, Health,
Transportation

Food Services

Extracurricular Activities
General Administration

Plant maintenance, security &
data processing

Community services

Debt service

Facilities Acquisition and
Construction

Pmts. to fiscal agent/member
districts-shared service

Other Intergovernmental
Charges

Total Expenses

Increase in Net Assets
Prior Period Adjustments

Beginning Net Assets
Ending Net Assets

(in millions of dollars)

Percentage
2009 2008 Variance Change
9.5 9.8 (0.3) (3.1%)
154.6 143.6 11.0 7.7%
164.1 1534 10.7 4.6%
173.5 158.9 14.6 9.2%
256.7 260.0 (3.3) (1.3%)
8.4 10.4 (2.0) (19.2%)
1.8 0.6 1.2 200.0%
2.8 0.0 2.8 n/a
443.2 429.9 13.3 3.1%
607.3 583.3 24.0 4.1%
376.3 360.7 15.6 4.3%
41.3 39.5 1.8 4.6%
47.6 46.0 1.6 3.5%
26.0 26.5 (0.5) (1.9%)
11.6 111 0.5 4.5%
10.9 13.3 (2.4) (18.0%)
57.3 57.1 0.2 0.4%
14 1.2 0.2 16.7%
29.6 19.0 10.6 55.8%
0.3 1.3 (1.0) (76.9%)
0.1 0.1 0.0 0.0%
2.6 0.0 2.6 nla
605.0 575.8 29.2 5.1%
2.3 75 (5.2) (69.3%)
(5.6) (1.5) (4.1) 273.3%
188.4 182.4 6.0 3.3%
185.1 188.4 (3.3) (1.8%)
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FINANCIAL ANALYSIS OF DISTRICT’S FUNDS
Governmental Funds

The District’s accounting records for general governmental operations are maintained on a modified
accrual basis as prescribed by the Financial Accountability System Resource Guide, Texas Education
Agency, with the revenues being recorded when available and measureable to finance expenditures of the
fiscal period. Expenditures are recorded when services or goods are received and the fund liabilities are
incurred. The general governmental operations include the following major funds: General, 2007 Capital
Projects, and 2008 Capital Projects.

The District’s total governmental fund revenues were $603.4 million, compared to $584.6 million in the
prior year. Federal Program Revenues increased by $11 million as the District continues to utilize
alternative funding sources including $7 million in SHARS. Property tax revenue increased $11.9 million
due to higher property tax valuations. The Maintenance and Operations tax rate remained at $1.04 (the
mandated compressed rate under House Bill (HB) 1 of $1.00 plus 4 cents authorized by the Board of
Trustees). State aid decreased by $3.4 million to compensate for the higher property tax revenues. District
investment earnings were $2 million short of the prior year total. The District received extraordinary
income of $1.4 million for the Sale of Roosevelt Elementary School and $1.4 from TASB for a workers’
compensation refund.

The District’s total governmental fund expenditures were $702.6 million, compared to $613.8 million in
the prior year. Instruction, curriculum, and media services expenses increased by $9.7 million, primarily
due to increases in salaries for teachers, nurses, librarians and counselors as well as stipends. General
administration decreased by $2.3 million due to reclassification of appraisal district fees to
Intergovernmental charges. The debt service cost increased $23.5 million due to the interest payments
related to the bond issues. Facilities Acquisition and Construction expense increased $1 million due to
salary increases and vehicle purchases. Data Processing Services increased $2.3 million in connection
with the TEAMS implementation. Capital Outlay increased by $52.3 million due to construction on new
campuses.

The governmental funds reported a combined fund balance of $239.2 million, an increase of $50.1
million. The net increase of the combined fund balances was comprised of a fund balance decrease in the
General Fund of $19 million, a decrease of $62 million in the 2007 Capital Projects Fund, an increase in
the 2008 Capital Projects Fund of $130.9 million, and an increase in the non-major governmental fund of
$239,963. Out of the combined fund balances, $40.5 million constitutes unreserved, undesignated fund
balance. The remainder of the fund balance is reserved or designated to indicate that it is not available
for new spending because it has already been committed.

The General Fund is the primary operating fund of the District. The fund balance of the General Fund
decreased $19 million during the fiscal year primarily due to planned deficit spending and the prior
period adjustments mentioned earlier. The artificial turf costs of $4.4 million and $1million for TEAMS
Software were planned expenditures. The prior period adjustments totaled $6.9 million. Other
contributors to the deficit were: payroll accrual $3.9 million, Western Refinery tax refund $1.1 million,
MAC receivable write-off $600,000, and interest income shortfall $1.2 million.

A portion of the general fund balance is reserved and therefore is legally segregated for a specific future
use. The total amount of the general fund balance that is reserved is $5.1 million (i.e., inventories $2.3
million and outstanding encumbrances $1.5 million). This year, $1.3 million was reserved for
construction to be funded by the Maintenance Tax Notes. Another portion of the general fund balance is
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classified as designations, which are established to indicate tentative plans for financial resource
utilization in a future period. $2 million of the general fund balance is designated to cover the uncertainty
surrounding the Health Care Fund.

The General Fund Undesignated and Unreserved balance of $40.5 million is equivalent to approximately
thirty-two day’s expenditures (excluding the capital outlay for facilities acquisition and construction).The
undesignated fund balance minimizes the likelihood that the District would be required to enter the short-
term debt market to pay for current operating expenditures.

Proprietary Funds

The Proprietary Funds are those funds, which are primarily self-supporting. The District maintains four
Proprietary Funds, which are the Internal Service Funds. These funds are the Print Shop, Media Center,
Workers” Compensation Fund and Health Care Fund.

The Print Shop Fund had operating income of $159,305 for the current fiscal year 2009. This compares to
the prior year’s income of $248,019. The department’s revenue flows are reducing its negative net asset
balance. The District anticipates continued improvement in this fund as it strives for a positive net asset
balance.

The Media Center Fund experienced an operating loss of $244,165 for its’ second fiscal year as an
internal service fund. Management is increasing marketing efforts in this area. The mission of the fund is
to serve the District in a cost effective manner as well as attracting outside customers.

The Workers’ Compensation Fund experienced operating income of $533,594 for the year ending August
31, 2009. In addition, interest earnings were $356,611 for a total increase in net assets of $890,205.

However, a $1 million transfer to the Health Care fund was made this year. This resulted in the fund
balance ending at a healthy $8.7 million.

The Health Care Fund incurred an operating loss of $10.7 million for the current fiscal year. In 2008, the
Employee Benefits staff addressed the national trend of rising health costs by changing the third party
administrator and network provider to Aetna Health Insurance. Also, the District increased the
contribution from $287 to $300 per employee per month. In response to the losses sustained in the Fund,
the District has made plan design changes to Employee Health Care. For fiscal year 2010, the District has
increased the contribution from $300 to $355 per employee per month.

Fiduciary Funds

Fiduciary Funds (trust and agency funds) are used to account for assets held by a government in a trustee
capacity or as an agent for individuals, private organizations, other governmental units, and/or other
funds. The District accounts for student activity funds that are received and held by a school. The District
accounts for student activity funds as agency funds. These funds have no equity and do not include
revenues and expenditures of the District.
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General Fund Budgetary Highlights

Over the course of the year, the District revised its budget several times. As a result, actual expenditures
were $11.3 million less than the appropriated budgeted amounts which resulted in positive variances.
These variances are the result of salaries, benefits, transportation, facilities and technology services being
budgeted at a greater amount than expenditures. Following were the key variances:

$1 million resulted from staffing

$1 million transportation insurance costs
$3 million facilities/E-Rate

$2 million data processing services

Staffing is budgeted at one hundred percent of actual salary. Budget amounts for vacant positions are
monitored to ensure that only limited revisions are allowed for departments. Schools have a more flexible
revision policy but cannot take excess salary budgets for non-salary uses.

The final budgeted amount for revenues was $455.3 million. Actual revenues were less than the revised
budget by $11.4 million. This negative variance was mainly attributed to lower than expected attendance
rates, a property tax refund, and low interest rates. These deficits were offset by a SHARS accrual of $7.1
million.

DEBT ADMINISTRATION AND CAPITAL ASSETS

Long Term Debt

At year-end, the District had $548.7 million in long term debt outstanding versus $426.9 million at the
end of 2008. New debt issued in 2009 included

the Unlimited Tax School Building and Refunding Bond Ratings

Bonds, Series 2008 from which $130,000,000 was

deposited into the Capital Projects Fund. These The District’s bonds presently
were the final proceeds of the $230,000,000 carry an “AA-" rating with both
authorized in the 2007 bond election. The District Fitch and Standard & Poor’s

also refunded three old debt issues. The Series
2008 refunded the Series 1998 issue. The Series 2008A refunded the Series 1999 issue. And, the Series
2009 refunded the Series 2002A issue. All three refundings generated significant present value savings.

The District issued new capital lease debt of $2.3 million for school buses, maintenance vehicles, and
technology equipment as well as new Loan Star Loan debt of $1.8 million to upgrade equipment within
the District in order to reduce energy costs.

The District has aggressively managed its debt by competitive bidding to obtain the best interest rates
available and by refinancing existing debt for lower rates when in the best interest of the District. The
efficient management of budgets and Fund Balance has provided an adequate cash flow so that at no time
has the District been short of cash when needed. No investment has been sold before its scheduled
maturity date, nor has the District been forced to borrow funds to meet cash obligations.

Other obligations include accrued vacation pay and sick leave. The liability for compensated absences
increased by $715,761 to $11.5 million.

More detailed information about the District’s long-term liabilities is presented in Note 1V.J through Note
IV.P of the Financial Statements.
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Capital Assets

The District had invested $475.3 million, net of depreciation, in a broad range of capital assets, including
land, buildings and improvements, furniture and equipment, and vehicles. This amount represents a net
increase (including additions, deductions, and depreciation) of $75.1 million over last year.

Table 11
El Paso Independent School District

The District’'s Capital Assets
(in millions of dollars)

Governmental Activities Percentage
2009 2008 Variance Change

Land 52.2 50.1 2.1 4.2%
Buildings & Improvements 552.7 498.9 53.8 10.8%
Equipment & vehicles 42.1 36.5 5.6 15.3%
Capital leases 7.0 3.6 3.4 94.4%
Construction/Software in 73.3 50.6 997 44.9%
Progress
Totals at historical cost 727.3 639.7 87.6 13.7%
Total Accumulated Depreciation ~ (252.0) (239.5) (12.5) 5.2%
Net Capital Assets 475.3 400.2 75.1 18.8%

Fiscal Year 2009 major completed projects included (in millions):

COST
Colin Powell E.S. 10.5
Tom Lea E.S. 10.5
Coronado H.S.- Building Addition 6.5
Vilas E.S. — Refurbishment 2.0
Austin H.S. — Refurbishment 1.8
Total $31.3

More detailed information about the District’s capital assets activity is presented in Note IV.G. and Note
IV.X of the Notes to the Financial Statements.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The District’s elected and appointed officials considered many factors when setting the fiscal year 2010
budget and tax rates. Appraised values used for the 2010 budget preparation were $381 million, or 2.9%
greater than 2009. General operating fund spending per student increased in the 2010 budget versus 2009

expenditures from $8,009 to $8,075. The District’s 2010 refined average daily attendance is expected to
be 58,800 students.

Total General Fund revenues for the 2010 budget are estimated at $467 million, an increase of $12
million over 2009 budgeted revenues. This estimate recognizes an increase of $4.8 million in property tax
revenues which reflect higher valuations and the same Maintenance & Operations tax rate of $1.04 for
2010. State revenues increased by $8.2 million from the prior year. Included in State funding are
mandated pay increases for Teachers, Librarians, Counselors, Nurses, and Speech Pathologists which
total $8.1 million. The increase in State revenues also includes $18.3 million in State Fiscal Stabilization
Funds which are an appropriation from the American Recovery and Reinvestment Act of 2009.

The amount of expenditures budgeted in the General Fund is $475 million, an increase of 3.1% from the
2009 budget of $460 million. The adopted budget for 2010 projects a deficit of $7.5 million which
includes $5 million for Health Care, $704,000 for TEAMS software, and $1.6 million for artificial turfs.

Fort Bliss and EPISD Growth Due To BRAC

Expected growth as a result of increases in military dependents and dependents of civilian support
personnel new to the area will increase the student population of the El Paso Independent School District
beyond the historical 0.5% growth rate of the last ten years. Dependent information is currently being
updated by the United States Army.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors
with a general overview of the District’s finances and to show the District’s accountability for the funding
it receives. The administration believes that the El Paso Independent School District has sound financial
practices. The District has financial challenges ahead such as completing bond construction on time and
within budget, increasing salaries to a competitive level while increasing the Undesignated and
Unreserved Fund Balance. The District is moving in the right direction both financially and educationally.

Many thanks are owed to teachers, campus administrators, support staff, the Board of Trustees and central
office administrators whose purpose is to direct the functions of the District to educate our children. In
many cases, these individuals have been asked to make sacrifices to assist the District in achieving its
current financial position.

If you have questions about this report or need additional financial information, please contact:
Martha E. Piekarski, Executive Director, Financial Services Department at: El Paso Independent School
District, 6531 Boeing Drive, El Paso, Texas, (915) 887-5474 or Kenneth D. Parker, Chief Business

Officer, Business Services Department at: EI Paso Independent School District, 6531 Boeing Drive, EI
Paso, Texas, (915) 887-5836.
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EL PASO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET ASSETS

AUGUST 31, 2009

Primary Government

Data

Control Governmental

Codes Activities
ASSETS

1110  Cash and Cash Equivalents

1120 Current Investments 15,000,000
1220 Property Taxes Receivable (Delinquent) 11,567,412
1230  Allowance for Uncollectible Taxes (6,051,000)
1240 Due from Other Governments 23,668,612
1250  Accrued Interest 443,261
1290  Other Receivables, net 3,050,562
1300  Inventories 2,289,981
1410  Deferred Expenses 599,337
1420  Capitalized Bond and Other Debt Issuance Costs 3,749,080
Capital Assets:

1510  Land 52,185,730
1520  Buildings, Net 330,434,539
1530 Furniture and Equipment, Net 13,849,396
1550  Leased Property Under Capital Leases, Net 5,586,092
1580  Construction in Progress 73,274,053
1910 Long Term Investments 34,287,510
1000 Total Assets 810,913,427
LIABILITIES

2110 Accounts Payable 5,860,167
2150  Payroll Deductions & Withholdings 6,976,074
2160  Accrued Wages Payable 17,488,807
2180 Due to Other Governments 14,872
2190 Due to Student Groups 96,038
2200  Accrued Expenses 28,792,449
2300 Deferred Revenues 17,816,242

Noncurrent Liabilities

2501 Due Within One Year 28,128,992
2502 Due in More Than One Year 520,600,404
2000 Total Liabilities 625,774,045
NET ASSETS

3200 Invested in Capital Assets, Net of Related Debt 124,815,607
3820 Restricted for Federal and State Programs 6,233,193
3850 Restricted for Debt Service 14,716,063
3900 Unrestricted Net Assets 39,374,519

3000 Total Net Assets

The notes to the financial statements are an integral part of this statement.
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EL PASO INDEPENDENT SCHOOL DISTRICT EXHIBIT B-1

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2009
Net (Expense)
Revenue and
Changes in Net

Program Revenues Assets

Data
Control ! 8 4 . . 6
Operating Primary Gov.
Codes Charges for Grants and ~ Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
11 [nstruction $ 339,870,612 $ 1,107,354 $ 67,222,981 $ (271,540,277)
12 |Instructional Resources and Media Services 10,410,473 46,984 1,226,016 (9,137,473)
13 Curriculum and Instructional Staff Development 25,819,402 5,873 19,490,644 (6,322,885)
21 Instructional Leadership 5,719,730 70,476 1,723,994 (3,925,260)
23 School Leadership 35,591,721 - 3,163,004 (32,428,717)
31 Guidance, Counseling and Evaluation Services 23,525,930 - 5,739,809 (17,786,121)
32 Social Work Services 4,106,463 - 985,167 (3,121,296)
33 Health Services 7,319,412 - 9,092,089 1,772,677
34 Student (Pupil) Transportation 12,660,274 616,561 801,528 (11,242,185)
35 Food Services 26,052,818 4,898,487 21,138,827 (15,504)
36 Extracurricular Activities 11,604,243 1,497,439 356,882 (9,749,922)
41 General Administration 10,912,942 - 2,131,031 (8,781,911)
51 Plant Maintenance and Operations 48,011,344 1,319,909 2,519,399 (44,172,036)
52 Security and Monitoring Services 5,367,822 - 827,229 (4,540,593)
53 Data Processing Services 3,853,446 - 110,062 (3,743,384)
61 Community Services 1,441,889 - 1,248,484 (193,405)
72 Debt Service - Interest on Long Term Debt 29,117,852 - 16,724,294 (12,393,558)
73 Debt Service - Bond Issuance Cost and Fees 524,772 - - (524,772)
81 Facilities Acquisition and Construction 339,871 - - (339,871)
93 Payments to Fiscal Agent/Member Districts of SSA 110,357 - 110,357 -
99 Other Intergovernmental Charges 2,630,199 - - (2,630,199)
[TP] TOTAL PRIMARY GOVERNMENT: $ 604,991,572 $ 9,563,083 $ 154,611,797 (440,816,692)
Data
Control
Codes General Revenues:
Taxes:
MT Property Taxes, Levied for General Purposes 146,032,416
DT Property Taxes, Levied for Debt Service 27,424,594
SF State Aid - Formula Grants 256,657,431
IE Investment Earnings 8,448,587
™I Miscellaneous Local and Intermediate Revenue 1,804,115
s1 Special Item - Gain on Sale of Assets 1,367,685
El Extraordinary Item - Workers Comp. Refund 1,446,633
TR Total General Revenues, Special Items 443,181,461
CN Change in Net Assets 2,364,769
NB  Net Assets--Beginning 188,418,923
PA  Prior Period Adjustment (5,644,310)
NE Net Assets--Ending $ 185,139,382

The notes to the financial statements are an integral part of this statement.
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EL PASO INDEPENDENT SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS

AUGUST 31, 2009

Data
Control ) )
Codes General 2007 Capital 2008 (_:apltal
Fund Projects Projects
ASSETS
1110  Cash and Cash Equivalents $ 63,823,798 $ 47,294755 $ 99,048,598
1120 |nvestments - Current 10,000,000 - 5,000,000
1220 Property Taxes - Delinquent 9,890,087 - -
1230 Allowance for Uncollectible Taxes (Credit) (5,170,000) - -
1240 Due from Other Governments 16,441,124 - -
1250 Accrued Interest 110,167 94,135 184,203
1260  Due from Other Funds 5,820,527 - -
1290 Other Receivables 2,465,033 - -
1300  [nventories 2,289,981 - -
1910 Long Term Investments - - 27,261,320
1000 Total Assets $ 105,670,717 $ 47,388,890 $ 131,494,121
LIABILITIES AND FUND BALANCES
Liabilities:
2110 Accounts Payable $ 3095435 $ 1,707,272 $ -
2150 Payroll Deductions and Withholdings Payable 6,976,074 - -
2160  Accrued Wages Payable 15,622,661 - -
2170 Due to Other Funds 11,951,350 306,532 163,092
2180  Due to Other Governments 1,076 - -
2190 Due to Student Groups 96,038 - -
2200  Accrued Expenditures 4,869,955 8,196,790 400,454
2300  Deferred Revenues 15,494,681 - -
2000 Total Liabilities 58,107,270 10,210,594 563,546
Fund Balances:
Reserved For:
3410 Investments in Inventory 2,289,981 - -
3420 Retirement of Long Term Debt - - -
3440 Qutstanding Encumbrances 1,524,060 - -
3450 Food Service - - -
3470 Capital Acquisition Program 1,253,246 37,178,296 130,930,575
Unreserved Designated For:
3590 Other Purposes 2,000,000 - -
Unreserved and Undesignated:
3600 Reported in the General Fund 40,496,160 - -
3000 Total Fund Balances 47,563,447 37,178,296 130,930,575
4000 Total Liabilities and Fund Balances $ 105,670,717 $ 47,388,800 $ 131,494,121

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



Other
Funds

Total
Governmental
Funds

$ 18,117,430 $ 228,284,581
- 15,000,000

1,677,325 11,567,412
(881,000)  (6,051,000)
7,227,488 23,668,612
10,669 399,174
11,872,102 17,692,629
25,685 2,490,718

- 2,289,981

998,440 28,259,760

$ 39,048,139 $ 323,601,867
$ 1051062 $ 5853769
- 6,976,074

1,866,146 17,488,807
4,415,945 16,836,919
13,796 14,872

- 96,038

1,073,210 14,540,409
7,099,289 22,593,970
15,519,448 84,400,858

- 2,289,981
14,716,063 14,716,063

- 1,524,060

6,233,193 6,233,193
2,579,435 171,941,552

- 2,000,000

- 40,496,160
23,528,691 239,201,009

$ 39,048,139 $ 323,601,867
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EXHIBIT C-2
EL PASO INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
AUGUST 31, 2009

Total Fund Balances - Governmental Funds $  239.201,009

The District uses internal service funds to charge the costs of certain activities, such as 10,373,323
self-insurance and printing, 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.

Capital assets used in governmental activities are not financial resources and therefore (24,974,964)
are not reported in governmental funds. At the beginning of the year, the cost of these

assets was $639,778,762 and the accumulated depreciation was $239,517,080. In

addition, long-term liabilities, including bonds payable, are not due and payable in the

current period, and, therefore are not reported as liabilities in the funds. The net effect

of including the beginning balances for capital assets (net of depreciation) and long-

term debt in the governmental activities is to decrease net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 108,644,773
the fund financial statements,but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of including the 2009 capital outlays and debt principal payments is to increase

net assets.

The 2009 depreciation expense increases accumulated depreciation. The net effect of (12,907,636)
the current year's depreciation is to decrease net assets. T

Various other reclassifications and eliminations are necessary to convert from the (135,197,123)
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions,

reclassifying the proceeds of bond sales as an increase in bonds payable, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to decrease net assets.

Net Assets of Governmental Activities $ 185,139,382

The notes to the financial statements are an integral part of this statement.
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EL PASO INDEPENDENT SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED AUGUST 31, 2009

Data
control General 2007 Capital 2008 Capital
Codes Fund Projects Projects
REVENUES:
5700  Total Local and Intermediate Sources 152,167,646 $ 3,982,799 3$ 2,535,108
5800  State Program Revenues 277,839,796 - -
5900  Federal Program Revenues 13,926,736 - -
5020 Total Revenues 443,934,178 3,982,799 2,535,108
EXPENDITURES:
Current:
0011  Instruction 275,731,708 - -
0012 Instructional Resources and Media Services 9,097,697 - -
0013  Curriculum and Instructional Staff Development 6,777,559 - -
0021 Instructional Leadership 3,798,092 - -
0023  School Leadership 32,252,271 - -
0031  Guidance, Counseling and Evaluation Services 17,936,952 - -
0032  Social Work Services 3,100,492 - -
0033  Health Services 5,788,338 - -
0034  Student (Pupil) Transportation 13,224,270 - -
0035  Food Services R _ R
0036  Extracurricular Activities 11,287,291 - -
0041  General Administration 10,449,644 - -
0051  Facilities Maintenance and Operations 45,815,265 - -
0052  Security and Monitoring Services 6,107,928 - -
0053  Data Processing Services 4,947,449 - -
0061  Community Services 188,556 - -
Debt Service:
0071  Debt Service - Principal on Long Term Debt 1,712,053 - -
0072  Debt Service - Interest on Long Term Debt 554,916 - -
0073  Debt Service - Bond Issuance Cost and Fees 400 - 1,330,406
Capital Outlay:
0081  Facilities Acquisition and Construction 12,385,631 66,001,254 1,604,533
Intergovernmental:
0093  Payments to Fiscal Agent/Member Districts of SSA - - -
0099  Other Intergovernmental Charges 2,630,199 - -
6030 Total Expenditures 463,786,711 66,001,254 2,934,939
1100  Excess (Deficiency) of Revenues Over (Under) (19,852,533) (62,018,455) (399,831)
Expenditures
OTHER FINANCING SOURCES (USES):
7911  Capital Related Debt Issued (Regular Bonds) - - 141,858,014
7912  Sale of Real and Personal Property 1,419,487 - -
7913  Capital Leases 3,665,189 - -
7914  Non-Current Loans 1,824,718 - -
7915  Transfers In - - -
7916  Premium or Discount on Issuance of Bonds - - 15,680,635
8911  Transfers Out (Use) (614,778) - (26,208,243)
8949  Other (Uses) - - -
7080 Total Other Financing Sources (Uses) 6,294,616 - 131,330,406
EXTRAORDINARY ITEMS:
7919  Extraordinary Item - Workers Comp. Refund 1,446,633 - -
1200  Net Change in Fund Balances (12,111,284) (62,018,455) 130,930,575
0100  Fund Balance - September 1 (Beginning) 66,599,961 99,196,751 -
1300  Prior Period Adjustment (6,925,230) - -
3000  Fund Balance - August 31 (Ending) 47,563,447  $ 37,178,296 $ 130,930,575

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-3

Total
Other Governmental
Funds Funds

$ 34,134,364 $ 192,819,917

29,818,277 307,658,073
89,002,215 102,928,951
152,954,856 603,406,941
49,243,262 324,974,970
852,790 9,950,487
19,002,333 25,779,892
1,714,471 5,512,563
1,654,517 33,906,788
4,749,723 22,686,675
859,102 3,959,594
1,192,274 6,980,612
325,940 13,550,210
25,842,730 25,842,730
11,102 11,298,393
1,237 10,450,881
1,264,716 47,079,981
634,755 6,742,683

- 4,947,449
1,225,269 1,413,825
21,244,360 22,956,413
36,575,696 37,130,612
1,200,266 2,531,072
2,129,353 82,120,771
110,357 110,357

- 2,630,199
169,834,253 702,557,157

(16,879,397) (99,150,216)

77,255,000 219,113,014
- 1,419,487

- 3,665,189

- 1,824,718
26,823,021 26,823,021
3,727,502 19,408,137

- (26,823,021)
(90,488,224) (90,488,224)
17,317,299 154,942,321
- 1,446,633

437,902 57,238,738
23,288,728 189,085,440
(197,939) (7,123,169)

$ 23,528,691 $ 239,201,009
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EXHIBIT C-4
EL PASO 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, 2009

Total Net Change in Fund Balances - Governmental Funds $ 57,238,738

The District uses internal service funds to charge the costs of certain activities, such as (9,646,297)
self-insurance and printing, to appropriate functions in other funds. The net income

(loss) of internal service funds are reported with governmental activities. The net effect

of this consolidation is to decrease net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 107,165,914
the fund financial statements, but they should be shown as increases in capital assets and

reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2009 capital outlays and debt principal payments is to increase

net assets.

Depreciation is not recognized as an expense in governmental funds since it does not (12,907,636)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the (139,485,950)
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to decrease net assets.

Change in Net Assets of Governmental Activities $ 2,364,769

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-1
EL PASO INDEPENDENT SCHOOL DISTRICT

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
AUGUST 31, 2009

Governmental
Activities -
Total
Internal
Service Funds

ASSETS
Current Assets:
Cash and Cash Equivalents $18,694,281
Accrued Interest 44,087
Due from Other Funds 79,248
Other Receivables 559,844
Total Current Assets 19,377,460
Noncurrent Assets:
Capital Assets:
Buildings and Improvements 59,383
Depreciation on Buildings (59,383)
Furniture and Equipment 294,693
Depreciation on Furniture and Equipment (133,184)
Long Term Investments 6,027,750
Total Noncurrent Assets 6,189,259
Total Assets 25,566,719
LIABILITIES
Current Liabilities:
Accounts Payable 6,398
Due to Other Funds 934,958
Accrued Expenses 14,252,040
Total Liabilities 15,193,396
NET ASSETS
Investments in Capital Assets, Net of Debt 161,509
Unrestricted Net Assets 10,211,814
Total Net Assets

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-2
EL PASO INDEPENDENT SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

Governmental Activities

Total
Internal
Service Funds

OPERATING REVENUES:

Local and Intermediate Sources $ 47,474,061
Total Operating Revenues 47,474,061
OPERATING EXPENSES:
Payroll Costs 52,084,031
Professional and Contracted Services 5,190,282
Supplies and Materials 365,127
Other Operating Costs 120,730
Total Operating Expenses 57,760,170
Operating Income (Loss) (10,286,109)
NONOPERATING REVENUES (EXPENSES):
Earnings from Temporary Deposits & Investments 639,812
Total Nonoperating Revenues (Expenses) 639,812
Transfer In 1,000,000
Transfers Out (1,000,000)
Change in Net Assets (9,646,297)
Total Net Assets - September 1 (Beginning) 20,019,620
Total Net Assets - August 31 (Ending) $ 10,373,323

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-3 (Cont'd)
EL PASO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

Governmental Activities

Total
Internal
Service Funds

Cash Flows from Operating Activities:

Cash Received from User Charges $ 1,248,264
Cash Received from Assessments - Other Funds 46,124,391
Cash Payments to Employees for Services (1,261,614)
Cash Payments for Insurance Claims (50,570,734)
Cash Payments for Suppliers (5,445,036)
Cash Payments for Other Operating Expenses (156,621)
Net Cash Used for Operating
Activities (10,061,350)
Cash Flows from Non-Capital Financing Activities:
Operating Transfer (Out) (1,000,000)
Operating Transfer In 1,000,000
Net Cash Provided by Non-Capital
Financing Activities -
Cash Flows from Capital & Related Financing Activities:
Acquisition of Capital Assets (135,495)
Cash Flows from Investing Activities:
Purchase of Investment Securities (15,000,000)
Proceeds from Sale & Maturities of Securities 17,987,890
Interest and Dividends on Investments 710,184
Net Cash Provided by Investing
Activities 3,698,074
Net Decrease in Cash and Cash Equivalents (6,498,771)
25,193,052

Cash and Cash Equivalents at Beginning of the Year:

Cash and Cash Equivalents at the End of the Year:

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

$ 18,694,281




EL PASO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

EXHIBIT D-3

Governmental Activities

Total
Internal
Service Funds

Reconciliation of Operating Income (Loss) to Net Cash
Used for Operating Activities:
Operating Income (Loss):

Adjustments to Reconcile Operating Income
to Net Cash Used for Operating Activities:

Depreciation
Effect of Increases and Decreases in Current
Assets and Liabilities:

Decrease (increase) in Receivables
Increase (decrease) in Accounts Payable
Increase (decrease) in Accrued Expenses
Increase (decrease) in Due to Other Funds
Decrease (increase) in Due from Other Funds
Net Cash Used for Operating
Activities

The notes to the financial statements are an integral part of this statement.
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$ (10,286,109)

18,449

(160,391)
(115,439)
(18,758)
441,913
58,985

$ (10,061,350)
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FIDUCIARY FUND FINANCIAL STATEMENTS
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EL PASO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
AUGUST 31, 2009

Agency
Fund
ASSETS
Cash and Cash Equivalents $ 1,959,129
Total Assets $ 1,959,129
LIABILITIES
Due to Student Groups $ 1,959,129
Total Liabilities

The notes to the financial statements are an integral part of this statement.
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$ 1,959,129
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

El Paso Independent School District (the "District™) is a public educational agency operating under the
applicable laws and regulations of the State of Texas. It is governed by a seven-member Board of
Trustees (the "Board") elected by registered voters of the District. The District prepares its basic
financial statements in conformity with generally accepted accounting principles promulgated by the
Governmental Accounting Standards Board and other authoritative sources identified in Statement on
Auditing Standards No. 69 of the American Institute of Certified Public Accountants; and it complies
with the requirements of the appropriate version of Texas Education Agency’s Financial
Accountability System Resource Guide (the "Resource Guide") and the requirements of contracts and
grants of agencies from which it receives funds.

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."

The decision to include or exclude a potential component unit in the reporting entity is made by
applying standards contained in GAAP. The primary standard for inclusion or exclusion is the
governing body's ability to exercise oversight responsibility. The principal manifestation of this ability
is financial interdependence. Other manifestations of the ability to exercise oversight responsibility
include, but certainly are not limited to, the selection of the governing authority, the designation of
management, the ability to materially influence operations, and accountability for fiscal matters. The
second standard used to evaluate potential component units is the scope of public services. Application
of this standard entails considering whether the activity benefits the District, or whether the activity is
conducted within the geographic boundaries of the District and is generally available to its citizens.
The third standard involved in evaluating whether potential component units are included or excluded
from the reporting entity is the existence of special financing relationships, regardless of whether the
District is able to exercise oversight responsibilities. There are no component units included within the
reporting entity.

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 District’s nonfiduciary activities with most of the interfund
activities removed. Governmental activities include programs supported primarily by taxes, State
foundation funds, grants and other intergovernmental revenues.

The Statement of Activities demonstrates how other people or entities that participate in programs the
District operates have shared in the payment of the direct costs. The “charges for services” column

includes payments made by parties that purchase, use, or directly benefit from goods or services
provided by a given function or segment of the District. Examples include tuition paid by students not

(Continued)
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

residing in the district, school lunch charges, etc. The “grants and contributions” column includes
amounts paid by organizations outside the District to help meet the operational or capital requirements
of a given function. Examples include grants under the Elementary and Secondary Education Act. If
arevenue is not a program revenue, it is a general revenue used to support all of the District’s functions.
Taxes are always general revenues.

Interfund activities between governmental funds and between governmental and proprietary funds
appear as a due to or due from on the Governmental Fund Balance Sheet and Proprietary Fund
Statement of Net Assets and as other resources and other uses on the governmental fund Statement of
Revenues, Expenditures and Changes in Fund Balance and on the Proprietary Fund Statement of
Revenues, Expenses and Changes in Fund Net Assets. All interfund transactions between governmental
funds and between governmental and internal service funds are eliminated on the government-wide
statements. Interfund activities between governmental funds and fiduciary funds remain as a due to or
due from on the government-wide Statement of Activities.

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 District considers some governmental funds major and reports their financial condition and results
of operations in a separate column.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues result from providing goods and services in connection with a proprietary fund’s principal
ongoing operations; they usually come from exchange or exchange-like transactions. All other
revenues are nonoperating. Operating expenses can be tied specifically to the production of goods and
services, such as materials and labor and direct overhead. Other expenses are nonoperating.

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, regardless
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 use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current
liabilities and fund balances are included on the balance sheet. Operating statements of these funds
present net increases and decreases in current assets (i.e., revenues and other financing sources and
expenditures and other financing uses).

(Continued)
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured interest and principal on long-
term debt, which is recognized when due. The expenditures related to certain compensated absences
and claims and judgments are recognized when the obligations are expected to be liquidated with
expendable available financial resources. The District considers all revenues, other than property tax
revenues, available if they are collectible within one year after year end.

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, that is, when they
are both measurable and available. The District considers them “available” if they will be collected
within 60 days of the end of the fiscal year. 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 amount.

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 with or contradict GASB
pronouncements. With this measurement focus, all assets and all liabilities associated with the
operation of these funds are included on the fund Statement of Net Assets. The fund equity is
segregated into invested in capital assets net of related debt, restricted net assets, and unrestricted net
assets.

Fund Accounting

The District reports the following major governmental funds:

1. The General Fund - The general fund is the District’s primary operating fund. It accounts for
all financial resources except those required to be accounted for in another fund.

2. 2007 Capital Projects Fund - This fund accounts for the construction activity related to the 2007
bonds.

3. 2008 Capital Projects Fund - This fund accounts for the construction activity related to the 2008
bonds.

(Continued)
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Additionally, the District reports the following fund types:

Governmental Funds:

1.

4.

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. The Food
Service Fund is the only required deferred fund. For all other funds in this fund type, project
accounting is employed to maintain fiscal integrity for the various sources of funds. The
District’s Food Service Fund is considered a special revenue fund since it meets the following
criteria:

e User fees are charged to supplement the National School Lunch Program (NSLP),

e The General Fund may subsidize the Food Service Program for expenditures in excess of
NSLP, and

» Food Service fund balances are used exclusively for child nutrition program purposes.

Debt Service Funds - The District accounts for resources accumulated and payments made for
principal and interest on long-term general obligation debt of governmental funds in a debt
service fund. This is a budgeted fund, and a separate bank account is maintained for this fund.
Any unused sinking fund balances are transferred to the General Fund after all of the related debt
obligations have been met.

Capital Projects Funds - The proceeds from long-term debt financing and revenues and
expenditures related to authorized construction and other capital asset acquisitions are accounted
for in a capital projects fund.

Permanent Funds - The District has no permanent funds.

Proprietary Funds:

5.

6.

Enterprise Funds - The District has no enterprise funds.

Internal Service Funds - These funds are used to account for goods or services provided by one
department to other departments of the District on a cost reimbursement basis. The revenues and
expenses related to services provided to departments within the District are accounted for in an
internal service fund.

The District’s Internal Service Funds are as follows:

Print Shop - This fund accounts for transactions related to print shop services provided to other
organization units of the District.

(Continued)
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Health Care Fund - This fund accounts for all financial activity associated with the District’s self-
insured health care benefits plan.

Workers” Compensation Fund - This fund accounts for all financial activity associated with the
District’s self-insured workers’ compensation plan.

Media Center - This fund accounts for transactions related to media production services provided
to other organization units of the District.

Fiduciary Funds:

7.

8.

9.

10.

Private Purpose Trust Funds - The District has no private purpose trust funds.

Pension (and Other Employee Benefit) Trust Funds - The District has no pension (and other
employee benefit) trust funds.

Investment Trust Funds - The District has no investment trust funds.

Agency Funds - The District accounts for resources held for others in a custodial capacity in
agency funds. The District’s Agency fund is used to account for activities of student groups.

E. Other Accounting Policies

1.

For purposes of the statement of cash flows for proprietary funds, the District considers highly
liquid investments to be cash equivalents if they have a maturity of three months or less when
purchased.

All investments with an original maturity greater than one year from date of purchase are stated
at fair value based on quoted market prices as of year end. Investments with an original maturity
of less than one year are reported at amortized cost. Premiums and discounts on investments are
amortized or accreted using the straight-line method, which approximates the interest method,
over the terms of the related securities.

The District reports inventories of supplies at weighted average cost including consumable
maintenance, instructional, office, athletic, and transportation items. Supplies are recorded as
expenditures when they are consumed. Inventories of food commodities are recorded at market
values supplied by the Texas Department of Human Services. Although commodities are
received at no cost, their fair market value is supplied by the Texas Department of Human
Services and recorded as inventory and deferred revenue when received. When requisitioned,
inventory and deferred revenue are relieved, expenditures are charged, and revenue is recognized
for an equal amount.

(Continued)
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EL PASO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

AUGUST 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4,

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 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.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Itis the District’s policy to require vacations to be taken in the year earned and any unused days
at the end of the year are generally forfeited after a six-month period. Employees are entitled to
sick leave based on the category/class of employment. Sick leave is allowed to be accumulated
but does not vest. Upon resignation and qualified retirement of employees, the District pays one-
half accrued sick leave in a lump-sum cash payment to each employee or his/her beneficiary or
estate based on the salary or wages for the last year of employment. A liability for these amounts
is reported in the governmental funds only if they have matured as a result of employee
resignations and retirements.

Capital assets, which include land, buildings, furniture, and equipment are reported in the
governmental column 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 one year. 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 asset lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

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

Assets Years

Buildings and Building Improvements 20-50

Furniture and Equipment 10
Buses 10
Other Assets 10
Technology Equipment 5
Vehicles, Transportation Equipment 5

(Continued)
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A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
onatimely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely atfects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Trustees, management, others within

the organization, and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Zﬂ@/k P#%Méf/ﬁi

El Paso, Texas
January 19, 2010
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Schedule
Reference
Number

EL PASO INDEPENDENT SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED AUGUST 31, 2009

PROGRAM

DESCRIPTION

SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of Auditor’s Report issued:

Internal control over financial
reporting:

Material weaknesses identified?

Significant deficiencies identified
that are not considered to be
material weaknesses?

Noncompliance material to the financial
statements:

Federal Awards

Internal control over major programs:
Material weaknesses identified?

Significant deficiencies identified
that are not considered to be
material weaknesses?

Type of auditor’s report issued on
compliance for major programs:

Any audit findings disclosed that are
required to be reported in accordance
with section 510(a) of Circular A-133?

(Continued)
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Ungqualified

No

None reported.

No material noncompliance was noted.

No

None reported.

Unqualified

No



EL PASO INDEPENDENT SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED AUGUST 31, 2009

Schedule
Reference

Number PROGRAM

DESCRIPTION

Major Federal Programs:

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

(Continued)
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Title | Cluster: ESEA Title I, Part A-
Improving Basic Education, ESEA Title I,
Part D, Subpart 2-Delinguent Prog.,
ESEA Title I, School Improvement
(CFDA 84.010A), Title I, Part A-
Improving Basic Programs-ARRA
(CFDA 84.389A)

IDEA Part B Cluster: IDEA-Part B,
Formula, IDEA-Part B,
Discretionary,(CFDA 84.027) IDEA-Part
B, Preschool (CFDA 84.173), IDEA-Part
B, Formula-ARRA (CFDA 84.391A),
IDEA-Part B, Preschool-ARRA (CFDA
84.392A)

Vocational Education Basic Grant-Carl
D. Perkins (CFDA 84.048A), Adult
Education (CFDA 84.002), and Title 11,
Part D, Subpart I-Enhancing
Education through Technology (CFDA
84.318X)

$2,856,865
Yes



EL PASO INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED AUGUST 31, 2009

Schedule
Reference
Number PROGRAM DESCRIPTION

FINANCIAL STATEMENT FINDINGS

There are no financial statement findings
for the year ended August 31, 2009.

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There are no federal award findings for the
year ended August 31, 2009.
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Schedule
Reference
Number

EL PASO INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF STATUS OF PRIOR FINDINGS

FOR THE YEAR ENDED AUGUST 31, 2009

PRIOR YEAR FINDING/ STATUS OF PRIOR YEAR’S
NONCOMPLIANCE FINDINGS/NONCOMPLIANCE

FINANCIAL STATEMENT FINDINGS

There were no financial statement
findings in the prior year.

FEDERAL AWARD FINDINGS & QUESTIONED COSTS

There were no federal award findings
in the prior year.
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